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General comments

This annual report contains information on AREVA's objectives, prospects and strategies, particularly in Chapters 4 and 7. This information is not
meant as a presentation of past performance data and should not be interpreted as a guarantee that events or data set forth herein are assured
or that objectives will be met. Forward-looking statements made in this document also address known and unknown risks, uncertainties and other
factors that could, were they to translate into fact, cause AREVA's future financial performance, operating performance and production to differ
significantly from the objectives presented or suggested herein. Those factors include, in particular, changes in international, economic or
market conditions, as well as risk factors presented in Section 4.15.3. Neither AREVA nor the AREVA group is committing to updating forward-
looking statements or information contained in the annual report.

This annual report contains information on the markets, market shares and competitive position of the AREVA group. Unless otherwise indicated,
all historical data and forward-looking information are based on Group estimates (source: AREVA) and are provided as examples only.
To AREVA's knowledge, no report is available on the AREVA group’s markets that is sufficiently complete or objective to serve as a sole reference
source. The AREVA group developed estimates based on several sources, including in-house studies and reports, statistics provided by
international organizations and professional associations, data published by competitors and information collected by AREVA subsidiaries.

The main sources, studies and reports used include (i) the International Atomic Energy Agency (IAEA), the International Energy Agency (IEA),
the World Nuclear Association (WNA), the Nuclear Energy Institute (NEI), Nuclear Assurance Corporation (NAC), the European Atomic Energy
Community (Euratom) and the Commissariat & I'Energie Atomique (CEA) for the nuclear business; and (ii) the IAEA for the electricity transmission
and distribution business.

AREVA believes that this information provides an adequate picture of the size of these markets and of the Group’s competitive position. However,
the estimates and studies used by the AREVA group have not been verified by independent experts. Accordingly, AREVA does not provide any
guarantee that another person would obtain comparable results using different methods to compile, analyze or compute this information.

In this document, the company is referred to as “AREVA”. The “Group” or the “AREVA group” refers to AREVA and its subsidiaries.
A glossary defining all technical terms can be found at the end of this annual report.

A table of concordance between appendix | of the mentioned regulations (CE) No. 809/2004 from the European Commission dated 29 April
2004 and the plan of this annual report can be found on page 442.

Pursuant to article 28 of the above-mentioned regulations (CE) and article 212-11 of the regulations issued by the French Market Authority
(AMPF), the following elements have been integrated for reference:

— AREVA's consolidated financial statements for the year ending 31 December, 2004 and the Statutory Auditors’ report on the consolidated
financial statements ending 31 December 2004 discussed respectively on pages 242 to 305 and 240 to 241 in the annual report
submitted to the French Market Authority (AMF) on 18 April 2005 registered under the number D.05-0477, and,

— AREVA's consolidated financial statements for the year ending 31 December, 2003, and the Statutory Auditors’ report on the consolidated
financial statements ending 31 December 2003 discussed respectively on pages 172 to 225 and 170 to 171 of the annual report
submitted to the French Market Authority (AMF) on 29 April 2004 registered under the number R.04-068.

The chapters of the annual report No. D.05-0477 and the annual report No. R.04-068 above are either not applicable to the investor or covered
in another section of this report.
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PERSON RESPONSIBLE FOR THE ANNUAL REPORT AND PERSONS RESPONSIBLE FOR AUDITING THE FINANCIAL STATEMENTS

1.1. Person responsible for the annual report

1.1. Person responsible
for the annual report

Mrs Anne Lauvergeon

Chairman of the AREVA Executive Board

1.2. Attestation by the person
responsible for the annual report

“I hereby attest, having taken every reasonable measure to this effect, and to the best of my knowledge, that the information contained in
this annual report fairly reflects the current situation and that no material aspects of such information have been omitted.

| have received an end-of-engagement letter from the Statutory Auditors indicating that they have verified information relating to the
financial position and the financial statements provided in this annual report and have read the entire report.

The end-of-engagement letter does not contain any observations.
The historical financial information presented in this annual report has been covered in reports by the Statutory Auditors.

The Statutory Auditors’ report on the consolidated financial statements for the year ending December 31, 2005, on page 268 of this
annual report contains an observation concerning the methods of valuing end-of-life-cycle assets and liabilities described in note 1.18
and 25 to the consolidated financial statements.

The Statutory Auditors’ report on the consolidated financial statements for the year ending December 31, 2004, on pages 240 and 241 of
the AREVA 2004 annual report contains observations on:

e the changes in presentation concerning the provisions for losses on contracts, the non-consolidation of dedicated investment funds,
and the consolidation of the entity carrying the perpetual subordinated bond described in Note 1.1. to the consolidated financial statements;

e the uncertainties concerning the valuation of final waste disposal costs and the share to be borne by EDF in the back end of the cycle,
described in Note 22 to the consolidated financial statements.

The Statutory Auditors’ report on the consolidated financial statements for the year ending December 31, 2003, on pages 170 and 171 of
the AREVA 2003 annual report contains observations on:

e the changes in presentation concerning the provisions for future costs, the assets earmarked for facility decommissioning, and the
interest-bearing prepayments from customers described in Note 1.1. to the consolidated financial statements;

e the uncertainties inherent in the valuation of end-of-life-cycle costs and the share to be borne by customers, particularly EDF, described
in Note 22 to the consolidated financial statements.”

Done at Paris, April 27, 2006

Mrs“Anne Lalivergeon

Chairman of the AREVA Executive Board
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PERSON RESPONSIBLE FOR THE ANNUAL REPORT AND PERSONS RESPONSIBLE FOR AUDITING THE FINANCIAL STATEMENTS

1.3. Persons responsible for auditing the financial statements for 2003, 2004 and 2005

1.3. Persons responsible for auditing
the financial statements
for 2003, 2004 and 2005

The term of office of the Statutory Auditors is six years.

1.3.1. STATUTORY AUDITORS

Mazars & Guérard
Le Vinci - 4, allée de I'Arche - 92075 La Défense Cedex - France

e Term began: first term granted by the Annual General Meeting
of Shareholders convened June 26, 1989, and renewed at the
Combined Meeting of Shareholders convened June 18, 2001.

e Term ends: Annual General Meeting of Shareholders convened
to approve the financial statements for the year ending
December 31, 2006.

Deloitte & Associés

185, avenue Charles de Gaulle - 92524 Neuilly-sur-Seine
Cedex - France.

e Term began: term granted by the Annual General Meeting of
Shareholders convened May 31, 2002, to replace Barbier Frinault
& Autres, resigning.

1.3.2. DEPUTY AUDITORS

e Term ends: Annual General Meeting of Shareholders convened
to approve the financial statements for the year ending
December 31, 2006.

Salustro Reydel, member of KPMG International
1, cours Valmy - 92923 Paris La Défense - France

e Term began: term granted by the Annual General Meeting of
Shareholders convened May 31, 2002.

e Term ends: Annual General Meeting of Shareholders convened
to approve the financial statements for the year ending
December 31, 2007.

Max Dusart
Espace Nation - 125, rue de Montreuil - 75011 Paris - France.

e Term began: term granted by the Annual General Meeting of
Shareholders convened June 18, 2001.

e Term ends: Annual General Meeting of Shareholders convened
to approve the financial statements for the year ending
December 31, 2006.

BEAS
7-9, villa Houssaye - 92524 Neuilly-sur-Seine cedex - France.

e Term began: term granted by the Annual General Meeting
of Shareholders convened May 31, 2002, to replace Alain
Gouverneyre, resigning.

e Term ends: Annual General Meeting of Shareholders convened
to approve the financial statements for the year ending
December 31, 2006.

Jean-Claude Reydel
1, cours Valmy - 92923 Paris La Défense - France.

e Term began: term granted by the Annual General Meeting of
Shareholders convened May 31, 2002.

e Term ends: Annual General Meeting of Shareholders convened
to approve the financial statements for the year ending
December 31, 2007.
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PERSON RESPONSIBLE FOR THE ANNUAL REPORT AND PERSONS RESPONSIBLE FOR AUDITING THE FINANCIAL STATEMENTS

1.4. Persons responsible for financial information

1.4. Persons responsible
for financial information

The persons responsible for financial information are:

e Gérald Arbola, Chief Financial Officer and member of the
Executive Board
Address: 27-29, rue Le Peletier - 75009 Paris - France
E-mail: gerald.arbola@areva.com

¢ VVincent Benoit, Investor Relations Director
Address: 27-29, rue Le Peletier - 75009 Paris - France
E-mail: vincent.benoit@areva.com

1.5. Communications policy
and tentative financial
communications schedule

The Executive Board’s objective is to report on the Group’s operations to shareholders and investment certificate owners. Accordingly,
AREVA has had a financial communications program in place since it was formed. The goals of this program are to build strong relations
with our shareholders and investment certificate owners and to develop the Group's presence on the financial markets by providing more

information on our operations.

1.5.1. INFORMATION PROGRAMS

Information of a financial, commercial, organizational or strategic
nature that may be of interest to the financial community is
provided to the national and international media and to press
agencies via press releases. All information provided to the financial
markets (press releases, audio and video presentations of a
financial or strategic nature) is available at www.arevagroup.com
in the “Finance” section. Individuals wishing to receive press
releases by e-mail may register on the Group’s site, which also
features a schedule of upcoming events and announcements.
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AREVA publishes half-year and annual results and makes quarterly
sales announcements, in accordance with French legislation.
It should be noted that, in the nuclear business, comparisons of
quarterly data from one year to that of the preceding year may
show significant variances that may not be a good indicator of the
expected trend for the year as a whole.

At least twice a year, the Group organizes information meetings
to comment on its business and financial performance. These
meetings are usually broadcast live on the Internet.



PERSON RESPONSIBLE FOR THE ANNUAL REPORT AND PERSONS RESPONSIBLE FOR AUDITING THE FINANCIAL STATEMENTS

1.5. Communications policy and tentative financial communications schedule

1.5.2. TENTATIVE FINANCIAL COMMUNICATIONS SCHEDULE

A tentative schedule of upcoming events and announcements is provided below. It is regularly updated on the AREVA website.

Date Events
27 April 2006 First quarter 2006 sales
02 May 2006 Annual General Meeting of the Shareholders

30 June 2006 Dividend payment for fiscal year 2005

27 July 2006 First half 2006 sales

27 September 2006  First half 2006 income

27 September 2006 Conference call on first half 2006 income (media, analysts, investors)

26 October 2006 Third quarter 2006 sales
February 2007 2006 sales
March 2007 2006 income

1.5.3. TECHNICAL INFORMATION ON THE GROUP’S BUSINESSES

The AREVA group organized a series of presentations and site tours
to enhance the financial community’s understanding of the Group’s
operations from a technical as well as economic point of view.

This was the purpose of the “AREVA Technical Days” (ATD) program.
Five sessions have been held since 2002 to present our businesses:
a general overview in Paris, an overview of the Back End Division at
La Hague, an overview of the Reactors and Services Division in Chalon-
sur- Sabne, an overview of the Front End Division in Avignon, and an
overview of the Transmission & Distribution Division in Istanbul and
Gebze, Turkey. About a hundred participants attended each session.

1.5.4. CONTACTS

To ensure that those not attending receive the same information as
those attending the sessions, delayed broadcasts of the meetings
and related question-and-answer sessions may be seen in the ATD
program section of AREVA's website.

In addition, plant tours are held throughout the year to introduce
investors to the Group’s operations.

The Investor Relations Director (see paragraph 1.4.) is assisted by:

e Frédéric Potelle, Deputy Director, Investor Relations
Address: 27-29, rue Le Peletier - 75009 Paris - France
E-mail: frederic.potelle@areva.com

e Anne Mills, Senior Manager of Financial Information and
Retail Shareholding
Address: 27-29, rue Le Peletier - 75009 Paris
E-mail: anne.mills@areva.com

e Pauline Briand, Marketing, Investor Relations
Address: 27-29, rue Le Peletier - 75009 Paris
E-mail: pauline.briand@areva.com

In 2004, the Group also set up an individual shareowner relations
desk that can be reached at a toll-free number (calls in France only),
0810 699 756, or by e-mail to actionnaires@areva.com.
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INFORMATION PERTAINING

TO THE TRANSACTION

Not applicable

In the event of a transaction involving publicly-raised funds, information covered by
this chapter will be disclosed in a prospectus and filed with the Autorité des Marchés
Financiers (AMF, French Financial Markets Authority) for approval.
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GENERAL INFORMATION ON THE COMPANY AND SHARE CAPITAL

3.1. Information on AREVA

3.1. Information on AREVA

3.1.1. LEGAL NAME (ARTICLE 2 OF THE BYLAWS)

The company’s legal name is Société des Participations du Commissariat & I'Energie Atomique.

The company’s trade name is AREVA.

3.1.2. ESTABLISHING ORDER

The establishing order for Société des Participations du
Commissariat & I'Energie Atomique (CEA) is decree n° 83-1116 of
December 21, 1983. This decree was amended, mainly by decree
n°® 2001-342 of April 19, 2001, then by decree n° 2003-94 of
February 4, 2003, which provides for the following:

e changes to company bylaws are approved by decree; however, capital
increases are subject to joint approval by the Minister of Industry
and the Minister of the Economy (article 2, sections 2 and 3);

e CEA shall retain the majority of the company’s capital (article
2, section 1);

e the sale or exchange of any AREVA shares held by the
Commissariat & I'Energie Atomique (CEA) is subject to the same
conditions as for capital increases (article 2, section 2);

e a government controller shall attend Supervisory Board meetings
(article 4, section 2) ;

e the company is subject to the articles of decree No. 53-707 of
August 9, 1953, except for article 2 of the decree, which deals
among others with the remuneration of executives of public sector
companies (article 5, section 1);

e decisions of the Supervisory become automatically effective only
after a ten-day waiting period, during which time the government
comptroller may reject them (article 5, section 2).

e sales of AREVA shares are subject to approval by AREVA's
Supervisory Board, except for shares traded on a regulated stock
market (article 6).

3.1.3. LEGAL FORM OF THE COMPANY AND APPLICABLE LEGISLATION

(ARTICLE 1 OF THE BYLAWS)

AREVA is a Société anonyme a Directoire et Conseil de Surveillance (business corporation with an Executive Board and a Supervisory Board)
governed by book Il of the French Commercial Code, by the decree n°® 67-236 of March 23, 1967 decree on business corporations and by the

decree n° 83-1116 December 21, 1983.

3.1.4. PURPOSE OF THE COMPANY (ARTICLE 3 OF THE BYLAWS)

The corporate purpose of the company, in France and abroad, is:

e to acquire direct or indirect participating and equity interests, in
whatever form, in any French or foreign company or enterprise involved
in financial, commercial, industrial, real estate or securities operations;

e to purchase, sell, exchange, subscribe or manage any equity shares
and investment securities;

e to provide any type of service, particularly services supporting the
operations of all of the Group’s companies;

 to manage any industrial or commercial operation, especially in the
nuclear, information technology, electronics and connectors fields,
and to this end:
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—examine projects concerning the creation, development or
reorganization of any industrial enterprise;

— implement any such project or contribute to its implementation
by all appropriate means, especially by acquiring participating
or equity interests in any existing or proposed business venture;

— provide financial resources to industrial enterprises, especially
by acquiring equity interests and through loan subscriptions.

e more generally, the company’s objective is to undertake any
industrial, commercial, financial, real estate or securities
operation, in France or abroad, that is directly or indirectly related
to the above in furtherance of its purpose or supporting that
purpose’s achievement and development.



GENERAL INFORMATION ON THE COMPANY AND SHARE CAPITAL

3.1.5. CORPORATE OFFICE (ARTICLE 4 OF THE BYLAWS)

3.1. Information on AREVA

The company’s corporate office is located at 27-29, rue Le Peletier, 75009 Paris, France.

Telephone number: +33 (0)1.44.83.71.00

3.1.6. STATUTORY TERM (ARTICLE 5 OF THE BYLAWS)

AREVA was registered to do business in France on November 12,
1971. Its business registration expires on November 12, 2070,
unless this term is extended or the company is dissolved
beforehand.

The statutory term of the company is ninety-nine years from its
date of registration, unless earlier extended or the company is
dissolved beforehand.

3.1.7. BUSINESS REGISTRY, BUSINESS CODE, REGISTRATION NUMBER _

AREVA is registered at the Business Registry of Paris under number 712 054 923

Business code (APE): 741J (Company management)
Business registration number (Siret): 712 054 923 00032

3.1.8. AVAILABILITY OF INCORPORATING DOCUMENTS

The incorporating documents, or copies thereof, may be reviewed at
AREVA's corporate office at 27-29, rue Le Peletier, 75009 Paris, France:

e The establishing decree no. 83-1116 of December 21, 1983,
and the bylaws of AREVA.

e Any report, correspondence and other documents, historical
financial data, assessments and statements given by an expert
at AREVA's request, some of which are included or referred to in
the present document.

e Historical financial data of AREVA and its consolidated
subsidiaries for the fiscal years ending December 31, 2003,
December 31, 2004 and December 31, 2005.

e Any other document which is made available to the shareholders.

3.1.9. ANNUAL FINANCIAL STATEMENTS

3.1.9.1. Accounting year
(article 43 of the hylaws)

The accounting year is the 12-month period beginning January 1
and ending December 31 of each year.

3.1.9.2. Corporate financial statements
(article 44 of the hylaws)

After year-end closing, the company’s Executive Board presents a
balance sheet, an income statement with notes and a management
report. The Supervisory Board submits its remarks on the Executive
Board’s report and on the financial statements to the Annual
General Meeting of Shareholders.

Any shareowner, investment certificate owner or voting right
certificate holder has the right to review these documents, as well
as any other document that must be provided by law, subject to the
conditions stipulated in current regulations. He or she may also
request that these documents be provided to him or her by AREVA,
as provided by the regulations.

3.1.9.3. Information on subsidiaries and
equity interests
(article 45 of the bylaws)

Information on subsidiaries and equity interests required by law is
included in the report presented to the Annual General Meeting of

Shareholders by the Executive Board and, as applicable, by the
registered auditors.

AREVA Annual report 2005
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GENERAL INFORMATION ON THE COMPANY AND SHARE CAPITAL

3.1. Information on AREVA

The Executive Board reports on the operations of all subsidiaries,
defined as companies in which the Group’s participation is greater
than 50% of capital. The report is segmented by business line
and discloses actual financial performance.

The Executive Board attaches a table to the balance sheet
presenting the position of said subsidiaries and equity interests
in the format required by law.

3.1.9.4. Consolidated balance sheet
and financial statements
(article 46 of the hylaws)

The Executive Board prepares the consolidated balance sheet,
income statement, notes to the financial statements and
management report.

The method used to prepare the consolidated balance sheet and
income statements must be disclosed in a note attached to those
documents.

3.1.9.5. Appropriation and distribution
of profits (article 48 of the
bylaws)

1. The net profit or loss for the period consists of the difference
between income and expenses, net of depreciation, depletion,
amortization and provisions.

2. No less than 5% of the profits for the year, adjusted for any
prior year losses, are allocated to a reserve fund called “legal
reserve”. This allocation is no longer required once the legal
reserve reaches 10% of the company’s capital stock.

3. The profit available for distribution is equal to the profit for the
year less prior year losses, and less reserve allocations required
by law and the company bylaws, plus retained earnings.

4. Except in cases of capital reduction, there shall be no profit
distribution to the combined shareowners and equity investors
if shareholders’ equity is less than an amount equal to capital
stock plus legal reserves, in accordance with the law and the
company'’s bylaws, or if the distribution would cause it to fall
below that amount.

3.1.10. INFORMATION ON GENERAL MEETINGS
OF SHAREHOLDERS AND VOTING RIGHT

CERTIFICATE HOLDERS

3.1.10.1. Provisions common
to all meetings

Forms and deadlines for Notices of Meeting
(article 30 of the bylaws)

Meetings are convened as provided by law.

Admission to Meetings — Deposit of securities
(article 32 of the bylaws)

1. Any shareholder or holder of a voting right certificate may
participate in person or by proxy in General Meetings of
Shareholders, as provided by law, by offering proof of his or
her identity and of his or her ownership of the shares or voting
right certificates, either by registering the shares or certificates
with the company at least three days before the General Meeting
of Shareholders or, in the case of bearer shares (when such
shall exist), by providing a statement confirming the non-
availability of the shares until the date of the Meeting.
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2. In the event of the subdivision of share or certificate ownership,
only the voting right holder may participate in or be represented
at the General Meeting.

3. Joint owners of undivided shares and/or voting right certificates
are represented at the General Meeting by one of the joint
owners or by a single proxy who shall be designated, in the
event of disagreement, by order of the president of the
Commercial Court in an urgent ruling at the request of any of the
joint owners.

4. Any shareholder or voting right certificate holder who owns

securities of a given class may participate in any Special Meeting
of the Shareholders for that particular class of securities, subject
to the conditions outlined above.

5. The Company Works Council shall designate two of its members
to attend General Meetings of Shareholders, one from among the
company’s managers, technicians and supervisors, and the
other from among its administrative/clerical personnel and
craft/manual workers. Alternatively, the persons mentioned in
paragraphs 3 and 4 of article L. 432-6 of the French Labor
Code may participate in the meetings.
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Voting procedures (article 35 of the bylaws)

1. The voting rights attached to shares of capital stock or jouissance
shares and to voting right certificates are proportionate to the
fraction of capital represented by such shares. Each full share
shall be entitled to at least one vote.

2. The voting right attached to a share or a voting right certificate
belongs to the usufructuary in Annual General Meetings of the
Shareholders and to the bare owner in Extraordinary General
Meetings or meetings dealing with statutory matters.

Voting rights attached to shares given as collateral remain with
the owner of the shares.

3.1.10.2. Rules governing Annual
General Meetings of
Shareholders

Quorum and majority (article 39 of the bylaws)

The Annual General Meeting of Shareholders may deliberate validly
after the first notice of meeting only if the shareholders and/or
voting right certificate holders present in person, represented by
proxy or voting by mail, or attending via videoconference or a
telecommunications medium allowing them to be identified,
possess at least 25% of the shares and certificates entitled to a
vote. No quorum is required for a meeting held after a second
notice of meeting has been given.

The law of July 26, 2005, for the Confidence in and Modernization
of the Economy amended the provisions of the French Commercial
Code concerning the quorum required to hold Annual General
Meetings, which is henceforth 20% of the shares and certificates
entitled to vote on the first notice of meeting; no quorum being
required after a second notice of meeting has been given. AREVA
proposes to amend the bylaws accordingly at an upcoming
Extraordinary General Meeting of Shareholders.

The Annual General Meeting of Shareholders adopts resolutions
by a majority vote of the shareholders and/or voting right certificate
holders present in person, represented by proxy or voting by mail,
or attending the Annual General Meeting via videoconference or
a telecommunications medium allowing them to be identified.

3.1. Information on AREVA

3.1.10.3. Rules governing
Extraordinary General
Meetings of Shareholders

Purpose and conduct of Extraordinary General
Meetings of Shareholders (article 40 of the hylaws)

1. The Extraordinary General Meeting of Shareholders has sole
authority to amend any of the provisions of the company bylaws,
or to increase or decrease the company’s capital stock. However,
the Extraordinary General Meeting of Shareholders may not
increase the obligations of any shareholder or investment
certificate holder, except in the case of share combinations that
have been properly executed or in the case of fractional shares
resulting from a capital increase or decrease.

2. As an exception to the exclusive jurisdiction of the Extraordinary
General Meeting of Shareholders in matters of bylaws
amendment, the Executive Board may modify bylaw provisions
relating to the company’s capital stock or the number of shares,
investment certificates or voting right certificates representing
such capital, insofar as such changes automatically result from
a duly authorized capital increase, decrease or amortization.

Quorum and majority (article 41 of the bylaws)

Unless otherwise provided by law, the Extraordinary General
Meeting of Shareholders may deliberate validly after the first notice
of meeting only if one third of the shareholders and voting right
certificate holders are present in person, represented by proxy or
voting by mail, or attending the Meeting via videoconference or
a telecommunications medium allowing them to be identified, in
accordance with applicable laws and regulations. The quorum
required after the second notice of meeting is 25% of all shares and
voting right certificates entitled to vote.

If no quorum has been reached for the second notice of meeting,
the second Meeting may be postponed for two months after the
date for which it had been called.

The law of July 26, 2005, for the Confidence in and Modernization
of the Economy amended the provisions of the French Commercial
Code concerning the quorum required to hold Extraordinary
General Meetings of Shareholders, which is henceforth 25% of
the voting right certificates on the first notice of meeting and 20%
of the voting right certificates on the second notice of meeting.
AREVA proposes to amend the bylaws accordingly at an upcoming
Extraordinary General Meeting of Shareholders.

Unless otherwise provided by law, resolutions of the Extraordinary
General Meeting are adopted by a two-thirds majority of the voting
rights of the shareholders and/or voting right certificate holders
present in person, represented by proxy, voting by mail, or
participating via videoconference or a telecommunications medium
allowing them to be identified, in accordance with applicable laws
and regulations.

AREVA Annual report 2005
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3.1. Information on AREVA

3.1.10.4. Rules governing Special
Meetings of Investment
Certificate Holders
(article 42 of the hylaws)

All investment certificate holders may participate in
the Special Meeting.

The Special Meeting has the authority, in instances provided by law,
to waive the preemptive subscription right held by investment
certificate holders. The Special Meeting is called at the same time
and in the same form as General Meetings of Shareholders called
to decide on a proposed capital increase, convertible bond issue,
or bond issue with share purchase warrants.

Investment certificate holders may attend the meeting following the
same procedures as those applicable to the shareholders,
described in article 32 of the bylaws.

The law of July 26, 2005 for the Confidence in and Modernization
of the Economy amended the provisions of the French Commercial
Code concerning the quorum required to hold Special Meetings,
which is henceforth one-third of the voting right certificates on
the first notice of meeting and 20% of the voting right certificates
on the second notice of meeting. AREVA proposes to amend the
bylaws accordingly at an upcoming Extraordinary General Meeting
of Shareholders.
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3.2. Information on share capital and voting rights

3.2. Information on share capital
and voting rights

3.2.1. CAPITAL STOCK (ARTICLE 6 OF THE BYLAWS)

3.2.1.1. Capital stock issued

The company’s capital stock is fully paid up and stands at one
billion three hundred forty-six million eight hundred twenty-two
thousand six hundred thirty-eight euros (€1,346,822,638), divided
into thirty-four million thirteen thousand five hundred ninety-three
shares (34,013,593) with a par value of thirty-eight euros (€38.00)
per share, and one million four hundred twenty-nine thousand
one hundred eight (1,429,108) investment certificates with a par
value of thirty-eight euros (€38.00) per certificate, and one million
four hundred twenty-nine thousand one hundred eight (1,429,108)
voting right certificates.

There is only one class of shares.

3.2.1.2. Authorized share capital

No distinction is made between authorized share capital and
outstanding capital stock. There are no securities outstanding that
could ultimately result in the creation of new shares. Accordingly,
the concept of potential capital does not apply to AREVA.

As of the date of registration of this annual report, the Annual
General Meeting of Shareholders had not passed any resolution
authorizing the issuance of securities giving access to AREVA
share capital.

3.2.1.3. Changes in share capital —
Paying up of shares

Subiject to the regulatory rules applicable to AREVA concerning
increases in its share capital, the company’s capital can be
increased or decreased on one or several occasions under the
terms laid down by the laws and regulations applicable to French
sociétés anonymes (corporations).

In the event of a capital increase for cash, provided there are still
investment certificates outstanding, and unless the holders of
investment certificates have waived their preferential investment
rights as provided by law, the holders of the investment certificates
have a preferential right — in proportion to the number of certificates
they hold — to subscribe to shares that carry the same rights as the
investment certificates.

AREVA Annual report 2005 15 J
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3.2. Information on share capital and voting rights

3.2.2. CHANGES IN SHARE CAPITAL SINCE 1989
(ARTICLE 7 OF THE BYLAWS)

Changes in share capital since 1989

Nominal Total
Number of capital securities issued/canceled amount premium Number of capital securities after transaction Nominal amount*
of increase/ stock issue/
Transaction decrease asset Cumulative
Date Transaction Shares ic® Total in capital* contribution* amount* Shares IC. Total Shares IC. Total*
May 29, 1989  Capital increase 0 12,448 12,448 3,112,000 311,200 3,423,200 27,985,200 12,448 27,997,648 250 250  6,999,412,000
(conversion of 3,112
participating shares)
May 31,1990  Capital increase 0 68352 68,352 17,088,000 1,708,800 18,796,800 27985200 80,800 28,066,000 250 250 7,016,500,000
(conversion of 17,088
participating shares)
March 23,1992 Capital increase 0 1,348308 1,348308 337,077,000 33,707,700 370,784,700 27,985,200 1,429,108 29,414,308 250 250  7,353,577,000
(conversion of 337,077
participating shares)
June 23,2000  Capital Reduction 0 0 0 (3,301,883) na. na. 27985200 1429108 29,414,308 38 38 1,117,743,704
(for conversion into euros)
September 3, Capital increase 5,279,748 0 5279748 200,630,424  1540,164350 1,740,794,774 33,264,948 1,429,108 34,694,056 38 38 1,318,374,128
2001 (for acquisition merger of
Biorisys and Framatome SA)*
September 3,  Capital increase 748,645 0 748645 28,448,510 143,931,861 172,380,371 34,013,593 1,429,108 35,442,701 38 38 1,346,822,638
2001 (for payment of transfer

of Cogema shares)*

*In French francs until June 23, 2000, in euros thereafter.
(1) IC: investment certificates.

The share capital has not been modified since September 2001.
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3.2. Information on share capital and voting rights

3.2.3. AREVA SHAREHOLDERS AND VOTING RIGHTS

The company’s share capital as of December 31, 2005, is as
follows:

e 34,013,593 shares;
e 1,429,108 investment certificates (IC);
e 1,429,108 voting right certificates.

In addition to AREVA's ordinary shares, there are investment
certificates and voting right certificates. An original share is
reestablished with full rights and privileges when a voting right
certificate and an investment certificate are reunited. The CEA
owns all of the voting right certificates. The investment certificates
are quoted on Compartment B of the Eurolist by Euronext™ market
and are held by the public.

December 31, 2001 December 31, 2002

December 31, 2003

With the exception of investment certificates, which by definition
are devoid of voting rights, all AREVA securities carry a single
voting right.

Each member of the AREVA Supervisory Board, including
representatives of salaried personnel but excluding members
representing the French State, holds one share of stock. Members
of the Executive Board do not own stock in the company.

To AREVA's knowledge, no agreement exists whose implementation
could result a change in its control at a later date.

The table below shows the percentages of share capital and voting
rights owned by shareholders, holders of investment certificates,
and holders of voting right certificates as of December 31, 2005:

December 31, 2004 December 31, 2005

% capital % voting % capital % voting % capital % voting % capital % voting % capital % voting
rights rights rights rights rights
CEA 78.96 82.99* 78.96 82.99* 78.96 82.99* 78.96 82.99* 78.96 82.99*
French State 5.19 5.19 5.19 5.19 5.19 5.19 5.19 5,19 5.19 5.19
Caisse
des Dépots
et Consignations 3.59 3.59 3.59 3.59 3.59 3.59 3.59 3.59 3.59 3.59
Erap 3.21 3.21 3.21 3.21 3.21 3.21 3.21 3.21 3.21 3.21
EDF 2.42 2.42 2.42 2.42 2.42 2.42 2.42 2.42 2.42 2.42
Framépargne
(employees) 1.58 1.58 1.18™ 1.18™ 1.06™ 1.06™" 0.86"™" 0.86™ 0.79™ 0.79™
Calyon - 0.40™" 0.40™" 0.52" 0.52"" 0.72™" 0.72"" 0.79™ 0.79™
Total company 1.02 1.02 1.02 1.02 1.02 1.02 1.02 1.02 1.02 1.02
IC holders
(public) 4.03 - 4.03 - 4.03 - 4.03 - 4.03 -
Supervisory
Board members Not Not Not Not Not Not Not Not Not Not
significant significant | significant significant significant significant | significant significant  significant significant
Total 100 100 100 100 100 100 100 100 100 100

* The reason for the difference in the percentage of share capital and percentage of voting rights held by the CEA in AREVA is that the CEA owns all of the voting right

certificates.

** Calyon, formerly Crédit Agricole Indosuez, entered into a liquidity guarantee with Framépargne under which it agreed to acquire, in the event of insufficient liquidity,
AREVA shares held by Framépargne that the latter would have to sell to meet share repurchase requirements. Pursuant to this guarantee, Calyon purchased some

AREVA shares beginning in July 2002.
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3.2. Information on share capital and voting rights

3.2.4. TREASURY SHARES

AREVA does not own any treasury shares, whether directly, in its name, or through its subsidiaries.

3.2.5. FORM OF SHARES, INVESTMENT CERTIFICATES
AND VOTING RIGHT CERTIFICATES

(ARTICLE 11 OF THE BYLAWS)

Subject to the condition precedent that the shares and/or
investment certificates issued by AREVA are listed for trading on
a regulated market, the holders may, at their discretion, record
their ownership on the company’s registers or hold their securities
as bearer shares. All securities are registered in an account in
accordance with applicable laws and regulations.

Provided that securities that confer an immediate or future right to
vote in meetings of AREVA shareholders are listed for trading on
a regulated stock market, the company may request the name

(or the legal name in the case of a legal entity), nationality, year of
birth (or year of establishment in the case of a legal entity) and
address of each holder of such securities from the clearing
organization at any time for the purpose of identifying the holders
of the securities as well as the number of securities held by each
and any restrictions on same, in accordance with the law in these
matters.

Ownership of voting right certificates must always be recorded on
the company’s registers.

3.2.6. TRANSFER OF SHARES, INVESTMENT CERTIFICATES
AND VOTING RIGHT CERTIFICATES

(ARTICLE 12 OF THE BYLAWS)

1. Shares and investment certificates are transferred from account
to account upon sale. If the shares or investment certificates
transferred are not fully paid up, the transferee must also sign
the transfer order. Any transfer expenses are borne by the
buyer.

2. The sale to a third party of company shares not listed for trading
on a regulated market, for whatever reason, even when the
sale is limited to bare ownership or usufruct of such shares, is
subject to the prior approval of the Supervisory Board in the
manner and under the conditions set forth below.

a) The request for approval of transfer shall be delivered to the
company by registered mail with return receipt requested
and shall include the last name, first name, middle name
and address of the transferee, the number of shares to be
transferred, and the price offered.

b) If the sale is approved, the company shall notify the transferor
by registered mail with return receipt requested. However,
the request shall be deemed to have been granted if no
answer is provided within three months of the date of the
request.
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c) If the Supervisory Board rejects the transfer and the transferor
maintains its intention to sell the shares, the company shall,
within a legal time period, cause a third party to acquire the
shares, or shall acquire the shares itself for the purpose of
reducing the company’s capital. The original transfer request
shall be deemed approved if the company-sponsored
acquisition has not been completed within the time frame
mentioned above. However, the deadline may be extended
by a court ruling at the company’s request.

d) In the absence of an agreement between the parties, and in
all instances of acquisition under the provisions of the
preceding paragraph, the share price shall be set by an
appraiser as provided under Article 1843-4 of the French
Civil Code.

3. Investment certificates may be sold freely.

A voting right certificate may be sold only in combination with an
investment certificate, unless the buyer already owns an investment
certificate, in which case the transaction shall result in the
permanent recreation of a share.
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3.2. Information on share capital and voting rights

3.2.7. RIGHTS AND OBLIGATIONS ATTACHED TO SHARES,
INVESTMENT CERTIFICATES AND VOTING RIGHT CERTIFICATES
(ARTICLE 14 OF THE BYLAWS)

Possession of a share, an investment certificate or a voting right The French Atomic Energy Commission (CEA), as AREVA's
certificate automatically signifies acceptance of the company’s principal shareholder, does not hold specific rights attached to
bylaws and of the resolutions duly adopted in any General Meeting the shares or voting right certificates it holds.

of Shareholders.

The rights and obligations attached to any share, investment
certificate or voting right certificate remain attached to the securities
regardless of owner.

3.2.8. LIENS

There are no liens on AREVA shares or investment certificates. There are no liens on any significant AREVA asset.

The shares of Group subsidiaries held by AREVA are similarly
unencumbered by pledges.

3.2.9. BREACHING SHAREHOLDING THRESHOLDS

On the date this Annual report was filed, there were no statutory thresholds which, if breached, would give rise to any reporting obligation,
other than those prescribed by law.
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3.3. Investment certificate trading

3.3. Investment certificate trading

3.3.1. TRADING EXCHANGE

The investment certificates are quoted on Compartment B of the Eurolist by Euronext™ market, under the reference code Euroclear
004540972 and the reference code ISIN FR 0004275832.

3.3.2. CUSTODIAN SERVICES

Custodian and transfer services are provided by:
CACEIS Corporate Trust

14, rue Rouget de Lisle

92160 Issy-les-Moulineaux Cedex 9

Tel.: 433143232318

Fax: +331432324 11

E-mail: actionnariat.ge@caceis.com

3.3.3. HISTORICAL DATA

Summary of investment certificate prices and trading volume since January 2003.

2003
Volume

(in euros) High* Low* traded Values
January 150.0 134.2 96,171 14,030,000
February 137.6 126.0 59,654 7,874,000
March 149.5 126.0 40,132 5,386,000
April 168.5 137.3 53,489 7,895,000
May 188.0 158.0 61,966 10,673,000
June 183.9 167.3 61,216 11,017,000
July 177.7 165.0 39,301 6,785,000
August 185.1 171.6 38,115 6,932,000
September 193.9 180.1 93,271 17,432,000
October 195.8 184.5 42,713 8,204,000
November 194.4 187.6 37,075 7,127,000
December 208.3 190.1 55,545 10,958,000
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3.3. Investment certificate trading

2004

Volume
(in euros) High* Low* traded Values
January 224.0 200.1 98,264 20,905,200
February 223.5 213.5 185,570 40,450,200
March 223.0 206.0 147,326 31,649,800
April 239.5 211.5 213,363 48,462,200
May 225.9 197.2 214,308 45,101,900
June 234.0 217.0 89,527 20,280,400
July 245.0 226.8 179,425 42,381,700
August 260.0 231.0 102,902 25,295,400
September 302.6 251.0 275,848 76,340,800
October 297.3 271.0 181,019 51,292,100
November 295.0 273.0 173,545 49,385,800
December 335.0 293.0 132,491 41,301,900
2005

Volume
(in euros) High* Low* traded Values
January 339.5 305.0 123,980 39,990,600
February 379.0 299.0 399,299 130,365,600
March 395.0 315.0 288,326 101,341,300
April 350.0 301.0 152,017 49,526,656
May 336.0 302.5 121,854 39,187,668
June 369;0 325.6 104,834 36,619,044
July 395.7 353.0 121,648 46,224,508
August 400.0 334.1 66,793 25,121,602
September 472.0 372.0 131,664 56,717,980
October 4435 365.0 137,112 55,404,036
November 409.0 373.3 71,269 27,927,086
December 412.0 372.2 118,269 46,755,504
2006

Volume
(in euros) High* Low* traded Values
January 474.0 403.0 108,905 48,526,342
February 562.0 466.0 126,476 63,346,962
March 598.0 500.0 139,666 75,517,521
* Intraday prices.
Source : Reuters.
Since AREVA's establishment on September 3, 2001, through In 2005, the price of the investment certificate rose by 22%, as
March 17, 2006, the price of the investment certificate has risen compared with increases of 22% for the CAC 40 and of 21%
by 262%, outperforming the CAC 40, which gained 11% over the for the EuroStoxx50 index. The liquidity of the investment
same period. The EuroStoxx50 gained 3% over that period. certificates increased sharply, with an average daily trading

volume of 7,127 certificates, compared with 7,697 certificates in
2004 and 2,653 certificates in 2003. In value, average trading
climbed to €2,542,000 in 2005, compared with €1,902,000 in
2004 and €447,000 in 2003.
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3.4. Dividends

3.4. Dividends

3.4.1. DIVIDEND PAYMENT (ARTICLE 49 OF THE BYLAWS)

Dividends are paid annually on the date and place set by the
Annual General Meeting of Shareholders or, in the absence of
such a decision, within nine months of the fiscal year-end on the
date and place set by the Executive Board.

3.4.2. SIX-YEAR DIVIDEND DATA

Dividends properly received are not subject to recovery. Dividends
that have not been collected within five years from the set date
of distribution are forfeited to the French State.

(in euros) Dividend Tax credit  Gross dividend
2000 22.85 11.42 34.27
2001 6.20 3.10 9.30
2001 (exceptional dividend) 12.28 6.14 18.48
2002 6.20 3.10 9.30
2003 6.20 3.10 9.30
2004 9.59 - 9.59
2005~ 9.87 - 9.87

* Dividend proposed by the Executive Board to the Annual General Meeting of Shareholders of May 2, 2006.

3.4.3. DIVIDEND POLICY

No dividend distribution policy has yet been established.

The annual dividend amount is set with representatives of the
French government and the CEA, which together hold a majority
of the Group’s capital. The Supervisory Board will submit a
proposal to the General Meeting of Shareholders of May 2, 2006,
to distribute a dividend of €9.87 per share or investment certificate
for 2005, compared with €9.59 for the previous year.
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The dividend of €9.87 corresponds to a distribution rate of 33.3%
of consolidated net income and will be paid on June 30, 2006. The
distribution rates for 2002, 2003 and 2004 were, respectively,
92%, 57% and 80% of consolidated net income for those years.
These distribution rates are not an indication of the company’s
future dividend policy.
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3.5. Organizational chart of the AREVA group

3.9. Organizational chart
of the AREVA group

“As of March 1, 2006, all of the group's first-tier subsidiaries have a new identity. COGEMA takes on the trade name of AREVA NC, Framatome
ANP takes on the name of AREVA NP and Technicatome takes on the name of AREVA TA*. The new names also apply worldwide to all
second-tier subsidiaries and facilities that contain “COGEMA” or “Framatome ANP”. This harmony in the business names is part of the
continued integration that started in September 2001 when AREVA was created. This initiative has enabled our Group to become a global
and unique expert capable of providing our customers with solutions for generating and distributing COx-free electricity. The objectives
are to strengthen the visibility of its global offer, support our international development and our efforts to recruit new talent.”

* AREVA T&D remains unchanged.

Simplified organizational chart of the AREVA group as of March 31, 2006:
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3.6. Equity interests

The AREVA group has significant equity interests as described
hereunder.

STMicroelectronics NV
e Percent owned indirectly via holding companies: 10.94%.

e Business: STMicroelectronics is one of the largest semi-conductor
companies in the world. In 2005, it had sales of $8,882 million.

e History of AREVA group involvement: since its establishment,
the CEA's laboratory, Leti, has collaborated with STMicroelectronics
to develop integrated circuit technology. In 1993, STMicroelectronics
was equally controlled by the Italian company Stet and public
shareholders in Italy, on the one hand, and by the French
company Thomson-CSF, on the other. STMicroelectronics, which
at the time was in financial difficulty, received fresh capital from
a French vehicle, FT1ClI, jointly set up by CEA-Industrie
(subsequently AREVA) and France Télécom (which has not
been a shareholder of FT1Cl since August 2005). FT1CI owns
its interest in STMicroelectronics through holding companies
jointly held with Italian partners, STMicroelectronics Holding NV
and STMicroelectronics Holding Il BV. STMicroelectronics Holding
Il BV was the majority shareholder in the past and remains the
leading shareholder in STMicroelectronics today, with 27.60% of
its share capital.

e Consolidation: equity method (the Group consolidates its total
interest in FT1CI, i.e. 10.94%, under the equity method).

e Trading exchanges: Compartment A of the Eurolist by Euronext™
market, the New York Stock Exchange, and Milan.

e Market capitalization at December 31, 2005: $16,341 million
(€13,763 million).
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Eramet

e Percent owned: 26.25% of the share capital and 30.83% of the
voting rights.

e Business: Eramet is a mining and metallurgy group that produces
nonferrous metals, high-performance specialty steels and alloys.
Eramet’s sales as of December 31, 2005, totaled €2,712 million.

— History of AREVA group involvement: a reorganization of the
French State’s equity interest in Eramet was decided when the
State reorganized its equity interests in mining. This reorganization
was implemented, in particular, by exchanging the Eramet shares
held by Erap, representing 22.5% of Eramet’s capital, for AREVA NC
shares. In addition, AREVA NC bought back the Eramet shares
held by BRGM, representing 1.5% of Eramet’s capital. AREVA NC
contributed its equity interests to an entity set up for that purpose,
Biorisys, whose share capital was taken over by merger with
AREVA, effective September 4, 2001.

e Consolidation: equity method.

e Trading exchange: Compartment A of Eurolist by Euronext™
market.

e Market capitalization at December 31, 2005: €2,088 million.
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Safran

e Percent owned: 7.40% of the share capital and 12.50% of the
voting rights held by AREVA NC, a subsidiary of which 0.06%
of the share capital and 0.04% of the voting rights are held
by Cogerap (investment management company), an AREVA
subsidiary.

Business: Safran is a high-tech group with two operating
branches: telecommunications and defense. It is ranked second
in France in telecommunications and third in Europe in defense
and security electronics. Safran had 2005 sales of €8,692 million.

History of the AREVA group’s involvement: AREVA NC formerly
owned a 5.10% participating interest in Sagem. The AREVA
group’s equity position in Safran increased automatically to
17.4% in December 2003 as a result of Safran’s takeover-merger
of Coficem, in which the Group had purchased a 20% interest
in 2002. The AREVA group’s equity interest was then diluted
during the takeover-merger of Snecma by Sagem, which gave
birth to Safran in May 2005.

Consolidation: this equity share is not subject to consolidation and
appeared at market value on the balance sheet at December
31, 2005, as “Available-for-sale securities” under “Other non-
current financial assets”.

e Trading exchange: Compartment A of Eurolist by Euronext™.

e Market capitalization at December 31, 2005: €8,424 million.

3.6. Equity interests

Suez

e Percent owned: 27,627,000 shares representing 2.2% of the
share capital and 2.0% of the voting rights as of December 31,
2005.

e Business: Suez, an international manufacturing and services
group, designs sustainable and innovative solutions for public
services management as a partner to municipalities, companies
and individuals in electricity, gas, energy services, water and
clean-up.

e History of the AREVA group’s involvement: the Group has held
a stake in Suez since 1997-1998 as part of its portfolio of
securities earmarked for end-of-life-cycle operations. The market
value of that line was more than €500 million in 2005, before the
capital increase carried out by Suez, i.e. more than 20% of the
total value of the portfolio. Following the combined takeover bid
made by Suez on its subsidiary Electrabel and the capital
increase with prior preemptive rights, to which AREVA
subscribed, the Group maintained its capital share at 2.2%. To
balance its dedicated portfolio, the Group decided to remove
the Suez line from the portfolio and replace it with cash,
reinvested in other products.

Consolidation: the equity share is not subject to consolidation
and appeared at market value on the balance sheet at December
31, 2005 as “Available-for-sale securities” under “Other non-
current financial assets”.

e Stock exchanges: EuronextTM Paris (CAC 40 index), EuronextTM
Brussels (BEL 20 index), New York Stock Exchange, SWX
(Zurich) and the Luxembourg Stock Exchange.

e Market capitalization at December 31, 2005: €33,421 million.
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3.7. Shareholders’ agreements

The shareholders’ agreements involving AREVA are described in section 3.7.1. below. The main shareholders’ agreements concerning
companies in which the Group has significant equity interests are described in section 3.7.2.

3.7.1. SHAREHOLDER’S AGREEMENTS

CONCERNING AREVA SHARES

Except for agreements described in sections 3.7.1.1. and 3.7.1.2.
below, there is, to AREVA's knowledge, no right of first refusal
concerning the investment certificates or at least 0.5% of AREVA's
share capital or voting rights.

3.7.1.1. Shareholders’ agreement
between the Caisse des
Dépots et Consignations
(CDC) and the Commissariat
a ’Energie Atomique (CEA)

Under the terms of an agreement between the CDC and the CEA
dated December 28, 2001, the parties agreed in particular that,
in the event that AREVA shares are admitted for public trading
on a regulated market through the sale of AREVA shares owned by
the CEA, the CEA agrees that CDC may, if it chooses, sell as many
AREVA shares in the public offering as those offered for sale by the
CEA. The CEA further agreed to undertake its best efforts to allow
CDC to sell its shares in the event that the latter wishes to relinquish
all of its AREVA shares under certain specific circumstances, and
particularly in the event that (i) AREVA shares are not admitted
for public trading by December 31, 2004, (ii) the shares of a major
AREVA subsidiary (other than FCI) in which AREVA holds more
than half of the share capital and voting rights were to be admitted
for public trading in France, (iii) the CEA should no longer hold a
majority interest in the share capital or voting rights of AREVA.
CDC did not choose to dispose of its equity interest in AREVA,
and continues to hold 3.59% of the company’s share capital.
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3.7.1.2. Memorandums of understanding
among Total Chimie, Total
Nucléaire, AREVA and AREVA NC

Under the terms of separate memorandums of understanding
dated June 27, 2001, Total Chimie and Total Nucléaire agreed to
sell five-sixths of their equity interest in AREVA NC to the CEA and
to contribute the remaining shares to AREVA (formerly called CEA-
Industrie) prior to the split-up and merger decided by the
Combined Annual and Extraordinary Meeting of Shareholders,
which was completed in September 2001.

This memorandum of understanding also provides that Total
Chimie and Total Nucléaire agree to retain their AREVA shares
received in exchange for their contributions until such time as
AREVA shares are publicly traded on a regulated market. If
admission to a regulated market does not take place by September
30, 2004, at the latest, and assuming that Total Chimie or Total
Nucléaire wish to sell all of their AREVA shares, Total Chimie, Total
Nucléaire and AREVA have agreed to make their best efforts to
ensure that the sale of the equity interest of Total Chimie or Total
Nucléaire is carried out promptly and under mutually acceptable
terms and conditions for all parties. To date, neither Total Chimie
nor Total Nucléaire has chosen to dispose of their AREVA shares.
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3.7. Shareholders’ agreements

3.7.2. MAIN SHAREHOLDERS’ AGREEMENTS CONCERNING

AREVA'S EQUITY INTERESTS

The main shareholder agreements concerning AREVA's equity
interests are set forth below.

AREVA NP

In July 2000, Framatome SA (subsequently taken over by AREVA)
and Siemens AG reached an agreement to combine their nuclear
operations in AREVA NP. Siemens AG’s asset contribution to
AREVA NP was implemented in two phases: the German operations
were contributed on January 30, 2001, and the US operations
were contributed on March 19, 2001.

These contributions were supplemented with a cash contribution
by Siemens AG to AREVA NP, giving Siemens AG 34% of the
share capital of AREVA NP. Siemens’ nuclear operations were
divided equally between AREVA's Front End Division and Reactors
and Services Division in 2001.

AREVA NP is a French société par action simplifiée (simplified
corporation) managed by a President chosen by a six-person
Board of Directors designated for a five-year term by the
shareholders on a simple majority vote.

Under AREVA NP’s bylaws, the company’s shares cannot be
transferred to a third party for a ten-year period starting January 30,
2001, unless all shareholders approve the transfer. After this
period of non-transferability, any sale of shares by one of the
shareholders to a third party will be subject to a preemptive
subscription right and prior approval by the company’s other
shareholders.

The shareholders’ agreement concluded on January 30, 2001,
between Siemens AG and Framatome SA, now taken over by
AREVA, includes a put and call clause establishing sell and buy
options. Under this clause, Siemens AG may exercise a sell option,
thus obliging AREVA to buy all of the AREVA NP shares held by
Siemens AG. Similarly, AREVA may exercise a buy option, thus
obliging Siemens AG to sell all of its shares in AREVA NP to AREVA.
These options may be exercised by the parties under the following
circumstances:

e in the event of a confirmed and final disagreement between the
parties over decisions vested in the Board of Directors, in
particular, approving new company shareholders or designating
the company President;

¢ in the event of a confirmed and final disagreement regarding a
change in AREVA NP’s bylaws or the shareholders’ agreement;

¢ in the event that Siemens AG does not approve the company’s
business plan or its company financial statements for two
consecutive years and there is no agreement with AREVA.

These options can also be exercised if one of the parties is taken
over by a competitor, or if there is a significant drop in AREVA NP’s
market value after a change in control with respect to any of the
parties.

Lastly, any party may terminate the shareholders’ agreement and
exercise its option on the eleventh anniversary of the agreement at
the earliest, i.e. on January 30, 2012, or on each subsequent
anniversary date of the agreement. From each of these dates,
three-year prior notice shall be required for Siemens AG to exercise
its put option or AREVA to exercise its call option.

Under the terms of the shareholders’ agreement, and unless an
agreement has been reached by the parties, the share price to
exercise the buy or sell options described above will be set by an
expert opinion, according to the terms set out in the agreement.
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3.7. Shareholders’ agreements

Eurodif

Agreement governing the establishment of Eurodif

Under the terms of an agreement dated October 9, 1973, among
CEA, Comitato Nazionale per I'Energia Nucleare of Italy, AGIP
Nucleare, ENUSA (Empressa Nacional del Uranio) (Spain), AB
Atomenergi (Sweden), SYNATOM and the Centre d’Etude de
I'Energie Nucléaire (Belgium), it was decided to establish a jointly-
owned company in the form of a French société anonyme
(corporation) with Executive and Supervisory Boards, called Eurodif,
to conduct studies and research in the field of gaseous diffusion
enrichment, to build and operate plants, and to market enriched
uranium.

The CEA owned the majority of Eurodif's capital, with the other
shareholders being minority shareholders. The CEA's equity interest
was transferred to AREVA NC when AREVA NC was established in
1976. AREVA NC holds, directly and indirectly through Sofidif,
59.6% of Eurodif’s capital at present.

The current shareholders of Eurodif are:
* AREVA NC: (44.65%)

e Sofidif: (25%)

e Synatom: (11.11%)

e Enusa: (11.11%)

* Enea: (8.13%)

Under the terms of an amendment to the above-mentioned
Memorandum of Agreement dated December 6, 1996, Enea,
Enusa and Synatome, as minority shareholders, and AREVA NC
(formerly Cogema) agreed to establish a put option exercisable
by these minority shareholders on AREVA NC and a call option
exercisable by AREVA NC on these minority shareholders.

The periods for exercising these puts were the months of July
2001 and July 2004.

None of the parties exercised its put option.

Agreements relating to the establishment of Sofidif

As part of a bilateral agreement for cooperation in the field of
enrichment, France and Iran signed an agreement in 1974.

This agreement led to the establishment of Sofidif.

Under those agreements, the Iranian shareholder, Atomic Energy
Organization of Iran (AEOI), holds 40.4% of Sofidif’s capital.
AREVA NC holds the remaining 59.6% of the company’s capital.

Sofidif's sole asset is a 25% equity interest in Eurodif’s capital.
Sofidif’s role is limited to taking part in meetings of Eurodif’s
Supervisory Board, collecting its share of Eurodif’s dividends and
redistributing those dividends to its own shareholders.
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AREVA TA

Agreement of December 28, 1993, Relating to Cedec

On December 28, 1993, CEA-Industrie, which later became
AREVA, entered into an agreement with DCN International
(hereafter referred to as DCN-I) to create a joint company called
Cedec, for the purpose of holding a 65.10% equity interest in
AREVA TA.

AREVA currently controls 90.14% of Cedec’s share capital, while
DCN-I holds a 9.86% share.

The agreement of December 28, 1993, contemplates, in particular,
that each party shall have a preemptive subscription right to
acquire the other party’s shares if these shares are sold. If this
preemptive right is not exercised, any sale of shares to a third
party shall be subject to advance approval by the Board of
Directors, voting with a two-thirds majority. The agreement also
stipulates that Cedec’s Board of Directors shall consist of seven
members, of which four will be recommended by AREVA and
three by DCN-I.

Agreement of March 12, 1993, relating to AREVA TA

AREVA holds a 24.89% interest in AREVA TA, while Cedec holds
a 65.01% interest and the EDF group holds the remaining shares,
i.e. 10%.

An agreement on changes in the share ownership of AREVA TA
was reached between CEA-Industrie (AREVA), Framatome
(subsequently an AREVA subsidiary) and DCN-I on March 12, 1993,
amended by letter in March 1993 and by an amendment signed
by Cedec (assuming the rights and obligations of DCN-I) and
AREVA NP on October 5, 2000.

The agreement stipulates, in particular, that AREVA TA's Board
of Directors shall consist of fifteen directors, of whom five are
elected by the employees in accordance with the law of July 26, 1983,
on making the public sector more democratic, with the remaining
directors designated by Cedec (six directors), AREVA (three
directors), and EDF (one director). The Chairman of the Board is
appointed by the Board of Directors after consultation with the
various parties and on the recommendation of Cedec, subject to
AREVA's approval. Some board decisions require a two-thirds
majority vote, most notably approval of the annual financial
statements, capital increases or reductions, changes to the bylaws,
acquisition or disposal of equity interests, approval of new
shareholders, authorization of certain agreements between related
parties as specified by law, capital investments exceeding
€1.5 million, etc. In addition, the explicit agreement of the directors
nominated by Cedec and AREVA must be obtained beforehand.

In the event that EDF wishes to sell all or part of its equity interest
in AREVA TA, AREVA will have priority over the other parties
(Cedec) to buy the shares on mutually acceptable terms.
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If either Cedec or AREVA contemplates the sale of all or part of its
shares or rights in AREVA TA, Cedec and AREVA have a reciprocal
and irrevocable agreement under which each would first offer the
shares for sale to the other party (unless AREVA were to sell the
shares to the CEA).

It is also stipulated that if the CEA were to own less than 51% of
AREVA, the CEA would have to buy the Cedec or AREVA TA shares
owned by AREVA, representing 90.14% of Cedec’s share capital
and 83.56% of AREVA TA'’s share capital.

ETC

With the aim of cooperating in the field of uranium centrifuge
enrichment, AREVA signed an agreement on November 24, 2003,
with Urenco and its shareholders under which AREVA will buy
50% of the share capital of Enrichment Technology Company Ltd
(ETC), which combines Urenco’s activities in the design and
construction of equipment and facilities for uranium centrifuge
enrichment, as well related research and development.

The acquisition was submitted to the European anti-trust
authorities, which gave their official approval on October 6, 2004.
However, for the multilateral quadripartite treaty among Germany,
the Netherlands, the United Kingdom and France to be
implemented, it must be signed and ratified no later than July 5,
2006, unless that deadline is extended. All of the countries except
the Netherlands have ratified the treaty to date.

ETC will be the exclusive vehicle for uranium centrifuge enrichment
technology for Urenco and AREVA.

Once AREVA has completed the acquisition of 50% of ETC’s
capital, a shareholders’ agreement will define the relations between
AREVA and Urenco as shareholders in ETC, covering in particular
the composition of the Board of Directors, the making of decisions
that require a unanimous vote by the directors present, and
restrictions on selling ETC shares.

3.7. Shareholders’ agreements

Eramet

(a publicly traded company - see section 3.6.)

AREVA's equity interest in Eramet is subject to an agreement dated
June 17, 1999, among Sorame, Ceir, Erap and the shareholders
in Sorame. Erap’s equity interest in Eramet was transferred
to AREVA NC on December 1, 1999, and then to CEA-Industrie
(subsequently AREVA) on September 4, 2001. AREVA has
therefore replaced Erap in its initial rights and obligations. Under
the terms of this agreement, AREVA, acting in concert with Sorame
and Ceir, controls Eramet. This agreement expires on June 30,
2006, and will thereafter automatically renew for one-year periods,
unless previously terminated with one month notice before the
end of the current period. The shareholders’ agreement specifies
in particular: (i) with respect to the fifteen seats on Eramet’s Board
of Directors, AREVA may request the nomination of three people
as directors as well as an additional two people nominated in
consideration of their expertise and independence from AREVA
and Eramet; (ii) a reciprocal right of first refusal on any sale of
Eramet shares by one of the parties consisting of a block of at
least 25,000 shares, or on any planned sale of shares by the
parties, on one or several occasions, over a period of twelve months
for a total price of €7.5 million.

This agreement has been the subject of several decisions by the
CMF: decisions no. 199C1045 of August 3, 1999, no. 199C2064
of December 29, 1999, no. 201C0921 of July 25, 2001, and
no. 201C1140 of September 12, 2001.

As part of its statement of intent dated September 12, 2001,
AREVA has indicated that it will not increase its equity interest in
Eramet by more than 2% in any given fiscal year, either in terms
of share capital or in terms of voting rights, and that it will not
exceed 33.32% of Eramet’s share capital at any time, unless
AREVA exercises its right of first refusal or its share purchase
option under the shareholders’ agreement.

FT1CI

AREVA is now the sole shareholder of FT1ClI, following France
Télécom’s disposal of its shares in STMicroelectronics in August
2005 and in FT1CI in September 2005. FT1Cl holds a 39.6%
equity interest in STMicroelectronics Holding N.V. (STH), with the
remaining 60.4% held by Finmeccanica and Cassa Depositi e
Prestiti. STH holds 100% of STMicroelectronics Holding Il B.V.
(STH 1), which holds 27.6% of STMicroelectronics.

AREVA Annual report 2005 29 J



30

GENERAL INFORMATION ON THE COMPANY AND SHARE CAPITAL

3.7. Shareholders’ agreements

STMicroelectronics

(a publicly traded company - see section 3.6. abhove)

STMicroelectronics (STM) is subject to a shareholders’ agreement
among AREVA, France Telecom, FT1Cl and Finmeccanica, which
are indirect shareholders via STMicroelectronics Holding N.V. and
STMicroelectronics Holding Il B.V. (hereinafter known collectively
as "STH") (1. The agreement, renewed on March 17, 2004,
establishes rules governing the four parties’ interests and is
intended to improve the liquidity of their indirect holdings in the
company and maintain a stable and balanced shareholding
structure to support the company’s growth and autonomy. The
agreement provides for the preservation of equal Franco-Italian
control, independent of economic interests in STH resulting from
sales of shares.

In December 2004, Finmeccanica sold part of its indirect interest
in STM to Cassa Depositi e Prestiti, which signed the above-
mentioned shareholders’ agreement on December 23, 2004.
France Télécom is no longer a party to this agreement since
August 2005.

The shareholders’ agreement also contains provisions for defensive
measures against a take-over bid, allowing the issuance of preferred
shares to STH.

Its main provisions are:

e continued Franco-Italian governance with equal representation
of both parties on the Supervisory Board, subject to retention
of minimum equity interests with STM voting rights;

e simplification of disposals of the parties’ indirect shareholdings
in STM;

e the right to acquire additional STM shares under certain
circumstances.

1. Current shareholding structure

As of December 31, 2005, AREVA, Finmeccanica and Cassa
Depositi e Prestiti held indirect interests in STM of 10.9%,
6.6% and 10.1% respectively, through STH. AREVA's indirect
interest is held by FT1CI. STH is equally owned, on the one hand,
by FT1CI (the "French party") and, on the other, by Finmeccanica
and Cassa Depositi e Prestiti (the “Italian party").

Of these equity interests, 20,000,000 of the STM shares indirectly
held by Finmeccanica were underlying shares of exchangeable
bonds issued by Finmeccanica. Finmeccanica lends 23,000,000
other shares to banks in connection with hedging operations.

2. Governance

Corporate decisions in respect of STM will remain equally shared
between the French party and the Italian party for a four-year
period starting from the execution of the new shareholders’
agreement, i.e. March 17, 2004, subject to each of the parties
indirectly holding at any time at least 9.5% (i.e. at least 19% for
both parties) of the voting rights of STM (taking into account
underlying shares of STM for exchangeable instruments issued
by each of the parties, as long as the voting rights pertaining to such
shares remain held by STH).

During that period, the two parties will recommend to the general
meeting of shareholders the same number of representatives for
nomination to the Board of STM, and any important decision
concerning STM will require the unanimous approval of both
parties.

In the event the shareholding of one of the two parties falls below
the 9.5% threshold for STM voting rights due to a capital increase
of STM or to an exchange of exchangeable instruments, such
party will have the right to cause STH to purchase STM shares
in order to increase its shareholding up to 9.5%.

If each of the parties has maintained its indirect shareholding
above the 9.5% threshold for STM voting rights until the end of the
four-year period, governance will remain equally shared, under
the same terms and conditions, as from the end of this period,
provided, however, that both parties’ indirect shareholding in voting
rights in STM held by STH remain at least 47.5%.

In the event that the shareholding of both parties is less than the
47.5% threshold prior to the expiration of this four-year period,
such party will have the right to cause STH to purchase STM
shares in order to rebalance the shareholdings of the parties.

If the indirect shareholding of one of the two parties falls below
the 9.5% threshold during the initial four-year period, or below
the 47.5% threshold of voting rights held by STH in STM as of
the end of such four-year period, corporate decision-making
powers will cease to be shared equally. However, the minority
party will have a veto right on certain decisions, subject to its
indirect shareholding exceeding certain thresholds.

(1) STMicroelectronics holding NV holds 100% of the share capital of STMicroelectronics holding Il BV that holds 27.6% of the share capital of STMicroelectronics.
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3. Disposal of STM Shares

Each of the parties to the shareholders’ agreement has the right to
cause STH to sell its indirect shareholding in STM shares, subject
to a right of first refusal and a tag-along right of the other party.
However, the right of first refusal only applies (among other
conditions) to transfers of shares that result in the selling party
holding less than 7% of the share capital of STM.

Such sales of STM shares can be triggered by the issue of financial
instruments exchangeable into STM shares, through equity swaps
or through structured finance deals. In case of an issuance of
exchangeable securities, the tag-along right and, if applicable,
the right of first refusal, apply on the date of such issue. In the
event that all or part of the financial instruments remains
un-exchanged upon the date on which they are no longer
exchangeable into STM shares, the relevant party is entitled to
cause STH to proceed with disposals of those STM shares without
application of the right of first refusal or of the tag-along right.
These restrictions apply in particular to the underlying STM shares
for the exchangeable bonds issued by Finmeccanica and France
Telecom, if they remain un-exchanged.

4. Acquisition of STM Shares

In the event of a hostile bid or similar action on STM shares, the
parties have rights under an option agreement concluded between
STM and STH which, if exercised, allows STH, subject to the prior
consent of STM’s Supervisory Board, to buy STM'’s preferred shares
up to a limit of 50% of STM'’s voting rights plus one share. Exercising
the option agreement is subject to ownership of a certain percentage
of STM’s voting rights, which percentage, in accordance with the
new agreement, has been reduced from 30% to 19%.

Provided that a third party holds, acting alone or in concert, a
shareholding exceeding 2% of the share capital of STM or
announces its intention to take control of STM, any party will have
the right to increase its indirect shareholding in STM, through the
acquisition of shares in STM by STH. Such acquisition will be
subject to the veto right of the other party, as long as corporate
decision-making in respect of STM remains equally shared (and
except for the case of a hostile take-over bid on STM). Nevertheless,
if such acquisition has been vetoed, both parties will have the right
to acquire the same number of shares in STM directly, without
going through STH.

In the event that such direct acquisition occurs, the relevant party
undertakes to vote on such shares in accordance with the vote
exercised by STH in STM.

3.7. Shareholders’ agreements

Safran

(a publicly traded company - see section 3.6.)

On December 12, 2003, BNP Paribas, Club Sagem, and AREVA NC
signed a shareholders’ agreement that came into force on
December 18, 2003, following Sagem’s takeover-merger of
Coficem, a holding company for the purchase of Sagem by its
employees. The objective of the parties was to provide support to
Sagem during the transition period following the takeover-merger.

This shareholders’ agreement provides, in particular, for:

e BNP Paribas and AREVA NC agree not to contribute their shares
in connection with a public offering on the shares of Safran
without the consent of Safran’s Board of Directors.

e The parties jointly agreed to a preemptive subscription first (with
the possibility of replacement by another party) in the event of the
transfer of shares, representing at least 0.1% of the company’s
voting rights after the merger, to one or more third parties.
However, this right of first refusal will not apply in the event of a
takeover bid or exchange offer for the company’s shares.

The shareholders’ agreement shall remain in force through
December 18, 2008.
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4.1. Overview and strategy of the AREVA group

4.1. Overview and strategy
of the AREVA group

4.1.1. OVERVIEW

The AREVA group is a worldwide provider of solutions for CO2-free
power generation and electricity transmission and distribution. In
2005, AREVA's consolidated sales revenue rose to €10.125 billion,
with consolidated net income of €1,049 million. With manufacturing
facilities in close to 40 countries, AREVA employs more than 58,000
people.

AREVA businesses

Enrichment

Recycling

Front End Division

Reactors and Services Division
® Back End Division
M Transmission & Distribution Division

AREVA's energy operations consist of four divisions, including
three nuclear divisions:

e The Front End Division contributed 26% to AREVA’s consolidated
sales revenue in 2005, i.e. €2,631 million. It is in charge of
uranium ore exploration, mining, conversion and enrichment,
and nuclear fuel design and fabrication. AREVA is the world
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MOX fuel fabrication

] Used fuel treatment

Energy is AREVA's leading business. The Group is the global leader
in nuclear power solutions and number three worldwide for
electricity transmission and distribution products and services.
It is the only group to be active in every stage of the nuclear cycle.
The Group’s customers include some of the world’s largest utilities,
with which AREVA does a large share of its business under
medium- and long-term contracts. The Group’s businesses are
summarized in the figure below:

' Fuel fabrication

Reactors

Other sources

leader in the front end of the nuclear cycle. The Group controls
a diversified portfolio of mining properties in countries such as
Canada, Kazakhstan and Niger. In addition, AREVA owns and
operates top-notch industrial facilities, most of which are located
in Europe, including France, Germany and Belgium, and in the
United States.

of electric powel
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e The Reactors and Services Division contributed 23% to AREVA's
consolidated sales revenue in 2005, i.e. €2,348 million. It is in
charge of nuclear reactor design and construction. It also offers
products and services to maintain, operate, upgrade and optimize
nuclear power plants. AREVA is the world’s leading supplier of
nuclear reactors in terms of installed capacity, and the leading
supplier of heavy replacement components for nuclear power
plants. Recurring business represents 85% of the division’s total
operations. From a strong engineering and industrial base in
France and Germany, the division successfully expanded into the
United States, where AREVA is the leading supplier of services
and heavy components. To date, AREVA is the only nuclear
reactor constructor with a contract to supply a third-generation
Evolutionary Pressurized Reactor (EPR - see Glossary).

The Back End Division contributed 19% to AREVA's consolidated
sales revenue in 2005, i.e. €1,921 million. It is in charge of
operations for the treatment and recycling of fuel following its use
in nuclear reactors. The division also provides logistics, engineering
and cleanup services. AREVA is the world leader in the back end
of the nuclear cycle. The Group offers a complete range of used
fuel management solutions, including dry storage for the once-
through nuclear fuel cycle, and treatment and recycling for the
close fuel cycle. AREVA's customer base in the back end of the fuel
cycle is comprised primarily of European utilities. The Group has
also signed agreements to transfer technology to Japan and the
United States in preparation for facility decommissioning.

The Transmission & Distribution Division contributed 32% to
AREVA's consolidated sales revenue in 2005, i.e. €3,212 million.
The T&D Division manufactures, installs and maintains
equipment and systems to transmit and distribute medium and
high voltage electricity. T&D is one of a very few global suppliers
on the electricity transmission and distribution market. T&D is the
third largest supplier worldwide. With a global presence consisting
of 61 manufacturing sites in 20 countries, AREVA T&D is
recognized for the strength of its technology, particularly in high
voltage systems.

AREVA's ahility to meet customer requirements in every stage of
the nuclear cycle is an important asset. As a supplier of nuclear
materials, nuclear fuel, equipment, services and solutions to store
and recycle used fuel, AREVA is the only supplier able to satisfy
customer requirements at every stage of the value chain. The
Group also meets their expectations for global solutions that are
consistent with stringent safety criteria.

AREVA is recognized for its technological expertise in every stage of
the nuclear cycle. AREVA's expertise is backed by 30 years of
research and operating experience, and by a corps of more than
1,500 scientists. Technology constitutes a significant barrier to
market entry, and the Group’s technology gives it a considerable
competitive advantage, particularly in the fields of new reactors
and the back end of the fuel cycle.

4.1. Overview and strategy of the AREVA group

AREVA does business primarily in Europe, North America and Asia.
The Group is guided by sustainable development principles in
achieving profitable growth in a socially responsible manner. For
example, AREVA's Nuclear business is limited to countries that
have signed the complete Treaty on the Non-Proliferation of Nuclear
Weapons (NPT), thereby agreeing to ongoing safeguards by the
International Atomic Energy Agency (IAEA).

AREVA's haseload business provides excellent visibility. In the
Nuclear divisions, which contribute close to 70% to AREVA's sales
revenue, medium- and long-term contracts and recurring services
represent a significant portion of the Group’s business. Visibility is
also excellent in the T&D Division, thanks to a diversified backlog
of orders from a wide range of customers seeking to maintain
established relationships.

AREVA's business is the growing energy market. Electricity demand
is in a continuous growth cycle fueled by strong economic
development in several emerging countries, particularly China
and India. In this environment, AREVA believes that nuclear power
will be a necessary component of the energy mix in the coming
years. In fact, nuclear power contributed 15% to the world’s
electricity production in 2005 (source: Nucleonics Week,
supplemented by AREVA estimates), and has proven competitive
in terms of generating costs, which are relatively immune to
commodity price increases and free of harmful CO, effects.

Nuclear power plants will have to be replaced in due time. Their
number is, in fact, likely to grow over the medium to long term. At
the very least, existing reactors will be upgraded or their generating
capacity increased, as is already the case in the United States,
for example. Finland and France have already contracted to build
EPR reactors. China has issued several calls for tenders to expand
its nuclear power program. In addition to the reactor construction
and upgrading activities, which will benefit the Reactors and
Services Division directly, the renewal and expansion of nuclear
power programs will benefit all of AREVA's nuclear operations,
including the Front End and Back End divisions. Similarly, electricity
transmission and distribution networks must be modernized or
upgraded. There will also be a move towards grid interconnection
because of market deregulation and expansion to accommodate
new electric generating capacity.

Building on its presence in regions where power generation will
undoubtedly grow, AREVA has the necessary experience and
assets to respond to the key challenges of its utility customers:
to generate power at a competitive cost without generating
greenhouse gases (CO,), and to transport electricity.

It should be noted that AREVA sold FCI, the holding company for
its Connectors Division, not considered part of the Group’s core
business, to the investment fund Bain Capital. The company was
deconsolidated retroactively to January 1, 2005.
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4.1.2. STRATEGY

“Enable everyone to have access to ever cleaner, safer and cheaper
energy”: that is the mission we have set for ourselves at AREVA. The
AREVA group offers solutions and technologies for CO,-free power
generation and electricity transmission and distribution. As a
leader on these two markets, AREVA is a strategic partner for
electric utilities. Both businesses are expected to grow steadily
as demand for energy — and particularly electricity — increases
worldwide. The Group is convinced that nuclear power — in
combination with other sustainable sources — is indispensable to
meeting the planet’s energy and environmental challenges.

AREVA's business development strategy is therefore to expand
and/or strengthen our Group's leading positions along several
lines:

e In the nuclear sector, we are aiming to increase our leadership
position and capture one-third of the world market by 2010, with
double-digit operating margin:

— Leverage our fuel cycle integration model and our leadership
position on all market segments to offer global solutions to electric
utilities. These solutions aim to optimize the utilities' energy
infrastructure in terms of service life and cost while meeting the
most stringent nuclear safety requirements.

— Consolidate our position as world leader in the front end of the
cycle by replacing our production facilities and accelerating our
exploration programs to increase our mineral resources.

— Increase our share of the reactor construction market significantly
by developing and promoting our EPR reactor, the only third-
generation reactor currently under construction worldwide. To
achieve this goal, we will develop partnerships and strengthen
our local engineering resources, for instance in North America
and in Asia.

— Actively anticipate changes in national used fuel management
policies, especially in the United States and Japan, where the
Group is already a solutions supplier.

— Maintain our leadership position by hiring new talent and
developing the technologies of the future, especially in next-
generation reactors and fuel cycles.

— Capitalize on a solid record of nuclear safety, occupational safety
and risk prevention.
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* Boost the development of our Transmission & Distribution Division
to hecome one of the most profitable leaders on this market by
2010:

— Fulfill the objectives of our 2004-2007 optimization plan. This
industrial redeployment and profitability improvement plan
revolves around four key drivers: greater control and centralization
of purchasing, improvement of business processes, industrial
redeployment, and optimization of our portfolio of businesses. The
goal is to restore the T&D Division’s financial performance to
levels commensurate with those of the sector's leading players
by 2007.

— Achieve profitable growth by investing in fast developing regions
such as China, India and the Persian Gulf.

— Target selected acquisitions to take advantage of market
reorganization.

Explore growth opportunities on renewable energy markets
complementary to AREVA's other businesses. Along with nuclear
energy, renewable energies meet the same challenges of
reducing greenhouse gas emissions and energy independence.
They also require strong interaction with deployment of electricity
transmission and distribution infrastructure. Three market
segments have been identified:

—Wind energy: in 2005, AREVA acquired 21% of the German
company REpower, to which we will provide support to develop
the business.

— Biomass: AREVA intends to expand its existing Engineering,
Procurement and Construction business by developing it own
technologies.

— Fuel cells: AREVA is focusing on medium power cells for self-
contained or decentralized environments, in particular in the
transportation and manufacturing sectors.

Strengthen our international operations in a halanced manner,
building from the three pillars of Europe, North America and Asia.
First, the Group is focusing on internal growth, especially through
continuing investment and innovation, which will benefit our
customers. The Group also plans to build strength through
targeted acquisitions and partnerships with regional players,
enabling us to accelerate penetration of key markets. The
integration of the transmission and distribution businesses
supplements our offering and strengthens our strategic local
presence near all of the world's utilities. It broadens our core
competencies as a Group and enables us to expand our portfolio
of customers along with our international presence.
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e Promote sustainable development as a core AREVA value and a key e Maintain a strong balance sheet and solid cash flows:
to operating excellence. The Group will continue to implement
the AREVA Way initiative, which incorporates sustainable
development into management methods in all of our businesses.
The underlying methodology of the program consists of
self-assessments by each unit of its economic, social and
environmental performance in relation to AREVA's sustainable

— It is the Group’s policy to maintain a strong balance sheet.
This is a guarantee of security for our customers and enables
us to enter into major contracts, especially in connection with
new reactor sales. It is also essential to the success of our
businesses and for financing future investments.

development commitments. Each unit establishes its own — AREVA has set up provisions for its decommissioning liabilities
continuous improvement objectives to achieve the Group’s overall a”‘_j created a dedi.cat.ed.financial portfolio to cover all of its
strategic goals, which are reviewed periodically by AREVA's estimated decommissioning expenses when they come due.

A special committee of the Supervisory Board monitors the
dedicated asset portfolio and our coverage of future end-of-
life-cycle expenses.

executive management.

— Maintaining strong and recurring operating cash flow allows us
to fund our capital expenditures and create value for our
shareholders. Towards that end, the Group will continue to improve
productivity while maintaining visibility in our operations.
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4.1.3. BACKGROUND OF THE AREVA GROUP

Two major nuclear industry companies held directly and indirectly
by CEA-Industrie — AREVA's former name — were combined to
form the AREVA group on September 3, 2001:

e Cogema (Compagnie Générale des Matieres Nucléaires),
established in 1976 to acquire the majority of CEA's production
department operations: uranium mining, uranium enrichment and
used fuel treatment.

e Framatome, established in 1958, is one of the world’s leading
companies in the design and construction of nuclear reactors,
in nuclear fuel and in the supply of services relating to those
activities. In 2001, Framatome established Framatome ANP as
a joint company held by Framatome (66%) and Siemens (34%),
thus merging the nuclear operations of those two groups.

Before this merger, the CEA-Industrie group was organized as indicated below:

Structure of the CEA-Industrie group in early 2001
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The purpose of AREVA's establishment was to create an industrial
group with a world leadership position in its businesses and a
streamlined organization, giving the Group:

e complete coverage of every aspect of the nuclear business and
a unified strategy with respect to major customers;

e an expanded customer base for all of the Group’s nuclear
products and services;

Structure of the AREVA Group immediately after the merger in 2001

4.1. Overview and strategy of the AREVA group

e better cost control by pooling the purchasing function and some
overhead costs, and

e optimized financial resource management.

This restructuring entailed a series of asset contributions and mergers
resulting in the establishment of the AREVA group. The organization
of the Group following that restructuring is shown below:

Other former i Other
shareholders holders shareholders
of Framatome SA of Cogema @
9% 78.96% 4.03% 8%
| | AREVA
26.2% 11% (formerly CEA-I)
Eramet STMicroelectronics
via holdings \
66% 100% 100%

M S e 4 FRAMATOME ANP@®)

(1) French State, Framépargne employee savings plan.
(2) Total, CDC, Erap.

(3) Cogema’s trade name was changed to AREVA NC in March 2006 and Framatome ANP’s trade name was changed to AREVA NP in March 2006.
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AREVA was thus formed from the legal structure of CEA Industries.
It kept the Euronext Paris listing of a portion of its share capital in
the form of investment certificates.

Below are some of the milestones since the creation
of AREVA in 2001:

2002

e Acquisition of Duke Engineering & Services, a U.S. nuclear
engineering and services company.

e The U.S. government chooses AREVA's technology to recycle
surplus defense plutonium as mixed uranium-plutonium fuel
(MOX - see Glossary).

2003

* AREVA signs an agreement with Urenco that would give AREVA
access to the world’s most efficient uranium enrichment technology:
the gaseous centrifuge technology.

e Finnish utility TVO chooses AREVA's EPR as its next reactor.

e To streamline its operations, the Connectors Division sells its
Military/Aerospace/Industrial business to Axa Private Equity.

2004

e Acquisition of the Transmission & Distribution Division on
January 9, 2004. The AREVA group seals an agreement with
the Alstom group finalizing the acquisition of the Transmission &
Distribution business (T&D), after approval by the European
Commission and other relevant antitrust organizations. The
purchase is financed entirely with the Group’s own funds.
The T&D acquisition strengthens AREVA's strategic position in
the energy business and broadens its offering.

e EDF selects AREVA to build a third-generation EPR reactor in
Flamanville. This first EPR unit in France announces the renewal
of EDF’s reactor fleet over the longer term.

e AREVA acquires control of Katco, a mining company in Kazakhstan,
giving AREVA access to 30,000 metric tons of uranium.
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2005

e Frédéric Lemoine replaces Philippe Pontet as Chairman of the
AREVA Supervisory Board.

e AREVA establishes Unistar Nuclear as a joint company with
Constellation Energy to promote the third-generation EPR reactor
in the United States. AREVA and Constellation Energy joined
forces to ensure the future of nuclear power in the United States
by offering an innovative framework for developing the EPR.

Finnish utility Teollisuuden Voima Oy (TVO) officially lays the
cornerstone for its third-generation EPR at the Olkiluoto site in
Finland.

AREVA finalizes the sale of the Connectors Division (FCI) to Bain
Capital. The gain from the FCI divestment contributes €853 million
to the Group’s cash and has a positive impact of €528 million on
consolidated net income for 2005.

AREVA acquires a 21.1% equity interest in REpower, a German
wind turbine manufacturer that employs 558 people and posted
sales of €301 million in 2004. The acquisition strengthens
AREVA's strategic position in CO,-free power generation
and electricity transmission and distribution. REpower offers
manufacturing and marketing/sales synergies with AREVA's
Transmission & Distribution Division.

2006

e Since March 1, all of the Group’s first-tier companies are known
and communicate under the trade name AREVA. Cogema'’s trade
name is now AREVA NC, Framatome ANP is now AREVA NP, and
Technicatome is AREVA TA. AREVA T&D does not change its
name. This harmonization is the culmination of an integration
process begun when the Group was established in September
2001. One of the goals is to improve the efficiency of the Group’s
communication budgets and to promote its visibility. AREVA is
now the sole brand for all communication activities.
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4.1.4. OPERATING ORGANIZATION

The AREVA group includes four divisions (Front End, Reactors and The AREVA group’s management organization is aligned with the
Services, Back End, Transmission & Distribution) comprised of markets to which it provides products and services, as shown below
19 Business Units. (as of April 1, 2006). The Group’s legal organization is described in
chapter 3.5.
EXECUTIVE BOARD

Executive Committee l

Anne Lauvergeon* Philippe Vivien

Chairman of the AREVA Director of AREVA

Executive Board, Human Resources

CEO of AREVA NC

CORPORATE DEPARTMENTS

Philippe Guillemot

Gérald Arbola* CEO of AREVA T&D
Member of the Executive Board, < .
Chief Financial Officer Vincent Maurel* Gérald Arbola Fmalnce
of AREVA Member of the Executive Board, Marc Andolenko Audit
CEO of AREVA NP Alain Bucaille Research and Innovation
Didier Benedetti* Patrick Champalaune Procurement
Member of the Executive Board, . P .
COO of AREVA NC Yves Coupin Sustainable Development
and Continuous Improvement
\ Guillaume Dureau Strategy
Jean-Jacques Gautrot International and Marketing
Bernard de Gouttes Legal Affairs
Jacques-Emmanuel Saulnier Communications
Benoit Tiers Information Systems
Philippe Vivien Human Resources

l N

FRONT END REACTORS AND BACK END TRANSMISSION
DIVISION SERVICES DIVISION DIVISION & DISTRIBUTION
DIVISION
Mining Plants @ Treatment (1) Products
Chemistry () X. Jacob Recycling 1 M. Vassaoille
Enrichment Logistics (I )
R. Autebert Equipment @ J. Besnainou Services
B. Durrande M. Bennour
Fuel @ Cleanup
C. Jaouen Nuclear Services Engineering (1) Systems
J. Pijselman D. Hertzog K. Augonnet
Nuclear Measurement () Automation
Consulting and Information L. Demortier
Systems (1)
D. Hertzog
AREVA TA
D. Mockly

* Members of Executive Board.
(1) AREVA NC Business Unit.

(2) AREVA NP Business Unit. \
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4.2. The Nuclear Power
and Transmission & Distribution

markets

4.2.1. THE GLOBAL ENERGY SITUATION

Fueled by economic growth and increased use of electricity, world
power consumption is set to increase steadily over the long term.

The International Energy Agency (IEA)'s World Energy Outlook,
published in October 2004, expects global primary energy use to
grow by 1.7% during the period 2002-2030 as world population
and access to energy increase. The world’s primary energy use
swelled from 6 billion tons of oil equivalent (Gtoe) in 1973 to
10 Gtoe in 2001, and should reach 16.3 Gtoe by 2030. According
to this report, developing countries will account for two-thirds of new
requirements and fossil fuels (oil, gas and coal) will meet close
to 85% of the demand for energy. Factors that could influence
these assumptions include population growth, the availability of
fossil fuels, and government policies on energy conservation,
nuclear power and the reduction of greenhouse gas emissions.

World electric power generation had climbed to 18,340 TWh in
2005, compared with 5,217 TWh in 1971. Growth was 6%,
significantly higher than the average recorded over the 1971-2005
period (3.8%), and was particularly strong in Asia-Pacific (+8.8%),
North America (+4.2%), and the Africa-Middle East region (+4.5%),
but more moderate in Europe (+2.4%) and South America (+3.6%).
On a per capita basis, electricity consumption in 1990 was
approximately 6,000 kWh in OECD countries, compared with less
than 1,000 kWh in other countries. By 2030, power consumption
per capita should soar to approximately 10,000 kWh in OECD
countries and 2,000 kWh in other countries, assuming annual
world GDP growth of approximately 3%. This means that electric
power generation should continue to grow at about 2.5% per year
over the 2001-2030 period, according to the IEA.

Again according to the IEA, capital spending in the electricity
sector is forecast at $10,000 billion over the same period, including
$4,400 billion for power generation projects (4,600 GWe of
additional capacity for power plant replacement and to meet
growing demand) and $5,600 billion for electricity transmission
and distribution projects, with networks expected to expand from
3.5 million kilometers currently to 7.2 million kilometers by 2030.

Moreover, energy markets are expected to become more and
more interdependent as deregulation increases. The electricity
market is becoming increasingly regional, requiring additional
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interconnections between power grids to improve their efficiency.
Grid interconnection is one way to reconcile occasional gaps
between power demand and power production, without building
and maintaining excess capacity. These interconnections reduce
costs without penalizing the final user.

Another factor is prices for fossil fuels (coal, oil and natural gas),
which have risen sharply over the last four years. Over the 2002-
2005 period, geopolitical tensions and especially strong demand
in developing countries such as China have contributed to a large
increase in the prices of these resources. Prices were up 130% for
coal, 110% for oil and 120% for natural gas in Europe and 230%
in the United States, with increase volatility. This pushed electricity
prices up on all markets. In the European Union, the IEEE index
published by Enerpresse rose from €24 per MWh in 2002 to more
than €40 per MWh in 2005.

2003-2005 electricity prices in Europe and the United States
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Source: Platts for European prices (forward prices) and PJM for U.S. prices.
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4.2.2. NUCLEAR POWER'’S CONTRIBUTION TO ELECTRICITY GENERATION

4.2.2.1. Nuclear power’s contribution
to electricity generation

The first nuclear power programs were launched in the mid-1960s
in the United States and in the early 70s in Europe. In the 1970s,
with fears of fossil fuel shortages rising, several countries decided
to reduce their dependency on imported energy by launching
nuclear power programs. The 1970s and 1980s saw a sharp rise
in nuclear power programs, as shown below.

Nuclear power generation from 1978 to 2005
(in TWh)

Gross TWh
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Asia (547 TWh, + 19.9 %) m South Africa (13 TWh, +0.5%)

Sources: IEA/OECD (1990) and Nucleonics Week (1995-2004), AREVA.

Strong initial growth slowed when the public became concerned
after nuclear accidents at Three Mile Island in 1979 and Chernobyl
in 1986.

Whereas 399 reactors were built during the 1970-1990 period,
installed capacity rose by only 1.2% per year during the 1989-
2005 period. Large nuclear programs in North America and
Western Europe were eclipsed by new programs in Eastern Europe
and Asia. Nonetheless, improved productivity of existing reactors
boosted nuclear power production by 2.1% annually over the
1989-2004 period. In particular, the average load factor of nuclear
reactors worldwide increased from 67% of nominal capacity in
1989 to more than 80% at the end of 2005.

Nuclear power generation is estimated at 2,754 TWh in 2005, up
0.4% over the previous year. This percentage is well below the
rate of growth of electric power generation worldwide, i.e. 5.1%.
Nuclear power’s share of world electricity generation decreased
from 16% in 2004 to approximately 15% in 2005. The chart below
shows the various sources of electric power generation as of
December 31, 2004.

World electricity generation by source

40% - Coal

19% - Renewables

’

16% - Nuclear

15% - Gas

10% - Oil

Source: World Nuclear Association (WNA), January 2005.

As indicated below, the region in which nuclear power has the
largest share of electric power generation is Europe.

Nuclear power’s share of electricity generation in 2005

Nuclear power
generation/

Nuclear power Electric power

Regions generation generation in 2005
Europe (including CIS) 1,256 TWh 24.5%
North & South America 938 TWh 15.4%
Asia-Pacific 547 TWh 9.2%
Africa & Middle East 13 TWh 1.1%

Source: AREVA, BP 2005 and IEA.

A total of 444 reactors representing 392 GWe of capacity were
connected to the grid in 31 countries as of December 31, 2005,
in the world’s largest power consuming regions. A total of 434
reactors were operating in 2005, representing 385 GWe in capacity.

With almost 50% of the world’s installed capacity, Europe is the
leading region for nuclear power generation, ahead of North
America, which represents approximately one third of global
capacity.
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Through 2015, most of the growth potential is located in Asia
(Japan, Korea and now China) and, to a lesser extent, in the CIS,
as indicated below.

At the end of 2005, 23 reactors were under construction around
the globe and 39 more were on order or in the design phase. A total
of more than 110 are planned for the coming years.

Reactors connected to the grid, under construction or planned as of year-end 2005

Western Europe CIS & Eastern Europe

North America 134 70
126
I 5 5 16
110
13 Asia-Pacific
0
0 91
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Indi .
29 ndia, Pakistan et Iran 3095
201 29 6
-2

South America

4110

. In service . Under construction Planned Proposed

Source: AREVA (WNA and IAEA data).

These reactors represent three main technologies:

e Most of the world’s operating reactors are light water reactors,
including pressurized water reactors (PWR) and boiling water
reactors (BWR). A total of 363 of these reactors are connected
to the grid, including 53 VVER (PWR) reactors using Russian
technology.

e There were only 40 Canadian-designed heavy water Candu
reactors connected to the grid in 2005.

e There are 22 gas-cooled reactors (Magnox and AGR) in service
in the United Kingdom. These reactors are scheduled to be shut
down.

A few other reactors use graphite as a moderator (Russian RBMK
light water reactors) or breeder technology.
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4.2.2.2. Status of nuclear power

Energy and the environment

The strong growth in energy consumption could have serious
consequences in terms of climate change. The IEA anticipates a
70% increase in CO, emissions, one of the main causes of climate
change. This could trigger a temperature increase of 2 to 4°C by
the end of the century, according to the Intergovernmental Panel
on Climate Change.

Nuclear power is one the few major sources of energy that does not
emit significant quantities of CO,. In its July 2004 report, the
World Energy Council compared emissions for each energy source
based on their full generating cycle, in metric tons of CO, equivalent
emitted per unit of electricity generated (see chart below). The
difference between fossil fuels (lignite, coal, oil and natural gas) and
non-fossil fuels (nuclear and renewable energies) is clearly visible.
The ratio ranges from one to five, or even much higher when no
CO, scrubbing equipment has been installed.
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Survey of the life cycle of various sources of electric power generation.

Countries that ratified the Kyoto Protocol have agreed to reduce
their greenhouse gas emissions from 2008 to 2012 to below 1990
levels. Simultaneously, the European Union set up a system to cap
CO, emissions and established a quota trading system that became
effective on January 1, 2005. These provisions assign an economic
value to CO, emission reduction, with a market price in excess of €20
per metric ton (MT) of CO, as of December 31, 2005.

According to the Climate Change brochure published by Foratom
in 2005, the world’s nuclear power plants reduce CO, emissions
by 2 billion MT each year, i.e. 9% of global emissions, estimated
at 23.6 billion MT in 2002 according to the 2004 World Economic
Outlook of the International Monetary Fund. All European Union
countries have ratified the Kyoto Protocol. Their greenhouse gas
reduction objective for the 2008-2012 period is 0.4 billion MT
below 1990 levels. This can be compared with the CO, emissions

avoided by nuclear power in the European Union, i.e. approximately
0.7 billion MT of CO, per year. In the United States, nuclear
power plants also reduced CO, emission by 0.7 billion MT. This is
tantamount to the emissions of all of the country’s 58 million
automobiles. More and more, nuclear power is showing itself to be
an essential component of the energy mix.

Competitiveness of various sources of energy

In terms of cost, the “Projected Costs of Generating Electricity”
study, updated by the OECD/IEA/NEA in 2005, indicates that
nuclear power’s competitiveness has improved since 1998. Based
on a 5% discount rate, nuclear power is the most competitive
baseload option in 12 of 13 countries that selected this approach.
Using a 10% discount rate, nuclear power remains the most
competitive energy source in 9 out of 13 countries.

The study is based on an 85% load factor and assumes a 40-year
service life for reactors and coal-fired plants and a 25- to 40-year
service life for gas-fired plants. Generating costs include the
decommissioning of facilities at the end of their service life and waste
disposal.

Unlike its fossil fuel competitors, nuclear power has the additional
advantage of being relatively insensitive to fluctuations in fuel
prices, according to the “Reference costs of electric power
generation” report published by the French Department of Energy
and Raw Materials in July 2003. The cost of electricity would
increase from €28.4/MWh to €29.8/MWh, i.e. approximately
5%, if the price of uranium were to increase from $20/Ib to
$40/Ib. At the end of 2005, the price of uranium as U30g was
$36.3/Ib.

Competitiveness of electricity generated by nuclear power compared with coal and natural gas (in 2003 $/MWh, excluding CO, costs)

$ 2003/MWh
50
40 40 39
36

0 | 3t 30

%6 27 28
20
10 H
0 -

N cC G N C G N cC G

Canada United-States Finland
N:nuclear C:coal G:gas m Cost of capital

Source: OECD NEA/IEA study updated in 2005, discount rate of 5%.

25

N

= QOperation and maintenance

52
49 48 50
47
39
32
29 30
21 22
G N C G N C G
France Germany Japan South Korea

Fuel

AREVA Annual report 2005 45 J



INFORMATION ON COMPANY OPERATIONS, NEW DEVELOPMENTS AND FUTURE PROSPECTS

4.2. The Nuclear Power and Transmission & Distribution markets

As shown in the chart below, the World Energy Council report
comparing the merits of different sources of energy for electric
power generation identified nuclear power and hydropower as the

Comparison of energy sources used for electric power generation

Important decision-making Type of fuel burned

most advantageous solutions, based on three criteria: competi-
tiveness (energy accessibility and availability), energy security and
environmental impacts.

Nuclear Hydro Wind Sun

criteria
Coal Qil Gas

Competitiveness
(linked to direct energy
costs)

Energy availability
(security and reliability
of supply)

Acceptability of energy
(impacts of external
environment)

Relative rank on selected decision-making criteria
W Favorable energy source

Source: World Energy Council (WEC), July 2004.

4.2.2.3. Qutlook for nuclear power
around the globe

A number of institutions presented forecasts regarding nuclear
power programs by 2030. These projections are summarized in the
figure below.

Outlook for world nuclear power programs (in net GWe)
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Sources: AREVA, World Nuclear Association, U.S. Department of Energy
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Biomass

Medium/neutral energy source

Unfavorable energy source

In 2005, nuclear reactors connected to the grid represented
372 GWe net (392 GWe gross). These reactors were 28 years
old on average. Assuming a 40-year reactor life on average,
approximately three out of four reactors will have to be replaced
by 2030 to maintain overall capacity. Only 120 GWe would have
to be replaced by 2030 if the life of the reactors is increased to
50 or even 60 years, as contemplated by many utilities worldwide.
Overall, depending on the scenario, between 150 and 500 GWe
net will have to be built by 2030.
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4.2.2.4. The challenges of nuclear
power in various regions
of the world

As the benefits of nuclear power are recognized, existing reactors
will be modernized, their service life extended and their available
capacity increased. In addition, new reactor construction activities
to renew and expand nuclear power programs will benefit all of
AREVA's nuclear operations over the longer term.

The chart below illustrates the importance of Europe, Americas, and
Asia as the three pillars of nuclear power generation in 2005:

Electric power generation by region in 2005

45.6% - Europe & CIS

0.5% - South Africa

N
19.9% - Asia
34.1% - Americas

Sources: AREVA, BP 2005 and IEA.

Interest in nuclear power was rekindled in 2005 as soaring fossil
fuel prices and security of supply concerns took center stage.
Numerous countries outlined their vision during the Paris
international conference of ministers organized by the IAEA in
March 2005. The conference’s final statement concluded: “a vast
majority of participants affirmed that nuclear power can make a
major contribution to meeting energy needs and sustaining the
world's development in the 21st century, for a large number of
both developed and developing countries.”

Actual deployment, however, will depend on political decisions
that vary from one region to the next.

In Western Europe, reactor replacements and new reactor
construction in countries with more recent units cannot be
expected until the next decade, unless energy policies change
dramatically. Some utilities have indicated their interest in taking
a participating interest in the first EPR reactor to be built in
Flamanville, France, where a nuclear reactor replacement program
is on the agenda. Suez-Electrabel is also contemplating the
construction of a new reactor. Finland is building its first EPR,
ordered in 2003. Some Eastern European projects may also
translate into orders in the not so distant future.

In North America, utilities began extending reactor service life in
2000. These programs are expected to continue through 2015.
After 2010, these initiatives should be supplemented in the United
States with the construction of new reactors. AREVA intends to
participate actively in this market with the EPR reactor. The recently
enacted Energy Bill offers many incentives to utilities for the
construction of the first new reactors. Interest has been expressed
in Canada and Latin America as well.

In Asia, in addition to the programs of South Korea and Japan,
China and India are set to be the leader in new power plant
construction, with goals outlined in a 2005-2020 plan. Longer
term, China has vowed to develop its own nuclear power reactor.
Other countries have also shown interest in nuclear power over
the long term, including Vietnam and Indonesia.

Europe

Europe has 204 nuclear reactors representing 181 GWe in capacity.
These reactors generated 1,256 TWh of electricity in 2005, down
0.8% from 2004. This compares with 5,140 TWh in total electric
power generation from all sources during the year, up 2.4%
from 2004.

On average, nuclear power represented 25% of all electricity produced
in Europe in 2004, with significant differences from one country to the
next. For instance, nuclear power represents a large proportion of all
electricity generated in France and Belgium (78% and 55%,
respectively) and a smaller proportion in Germany (31%), Finland
(33%) and Russia (16%). A breakdown of nuclear power in the
main European countries is provided in the table below.

Gross capacity Gross generation

(GWe) (TWh)

2005 2004 2005 2004
France* 65.9 65.6 450.6 447.6
Germany 21.4 21.4 162.1 167.1
Russia 23.2 23.2 146.8 142.9
United Kingdom™** 12.8 12.8 82.0 82.7
Ukraine 13.9 13.9 88.8 85.4
Sweden 9.2 9.8 70.5 77.3
Spain 7.9 79 575 63.7
Belgium 6.1 6,1 47.6 47.3
Finland 2.8 2.9 23.3 22.7
Other 18.1 18.0 127.3 130.0
Total 181.2 181.6 1,256.5 1,266.5

* Excluding Phoenix, considered a research reactor.

** 2005 data unavailable for British Energy. Data based on 2004 production.
Source: Nucleonics Week, February 2006, restated by AREVA.
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Positive developments occurred in the European Union in 2005,
although countries that had decided to phase out nuclear power
have not revisited their positions. The European Union is now
focusing on the issue of security of supply, with a Green Book to
be published in early 2006.

e |n France, the public inquiry process to approve EDF’s choice of
Flamanville as the site of the first French EPR reactor has begun.
A public debate was initiated after completion of the research
required by the French law of 1991 on long-lived high-level waste.
The French Parliament is expected to enact legislation in 2006.
In addition, article 4, paragraph 4 of programmatic legislation
establishing the framework for the energy policy of July 13, 2005
provides that “the State shall take care to retain a large proportion
of France's electric power generation for nuclear power, which
contributes to security of supply, energy independence,
competitiveness, the fight against global warming, and the influence
of an excellent industrial system(...)". France has therefore set as
its first priority in the electricity sector “to keep the nuclear option
open in the 2020 time-frame by having at its disposal, around
2015, an operational next-generation reactor enabling the
replacement of the current generation.”

In Belgium, the Ministry of Economy and Energy has established
a commission of experts (“Energie 30”) to review energy policy
and security of supply. The commission is expected to issue its
conclusions at the end of 2006. The debate in Parliament should
begin in early 2007. In the meantime, Electrabel continues to
modernize its nuclear power plants. Approximately 400 people
are expected to be hired in the nuclear sector over the next three
years.

The platform of the German government led by Angela Merkel
included a commitment to the law requiring the gradual phase-
out of nuclear reactors by 2021. However, the disruption of
natural gas supplies from Russia at the end of 2005 led to a
reopening of the debate. In the meantime, capital upgrades
continue at existing plants. Nevertheless, the Obrigheim reactor
(357 MWe) was shut down in May 2005, as required by the
law. The Brunsbuttel, Neckarwestheim and Biblis A and B
reactors are scheduled to be shut down by the end of the
decade.

Construction of the Olkiluoto 3 EPR reactor and of the used fuel
storage site continues in Finland. This is the first reactor of this
type to be built in the world. The country is debating the
possibility of building a sixth reactor.
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® The UK government is preparing a public inquiry on a new
national energy policy in 2006. This inquiry will include a proposal
to build new nuclear plants, as recommended by Prime Minister
Blair. In the meantime, the government is finalizing the sale of
Westinghouse and continues to restructure and sell BNFL assets.
In addition, the government is providing support for the startup
of the Nuclear Decommissioning Authority (NDA), in charge
cleaning up British nuclear sites.

e In Sweden, the second Barseback reactor (615 MWe) was shut
down as planned in May 2005, following a decision in the 1980s
to phase out nuclear power. Opinion polls show that a majority
of Swedes wants to keep existing plants. In parallel, utilities
continue to invest in their plants and in used fuel storage facilities.

e The Spanish nuclear power program has not seen any new
developments since a government decision in 1997. Nuclear
power represents 20% of the country’s generating capacity and
the nuclear option remains open.

Countries that had not shown any interest in nuclear power for a
long time, such as ltaly and Portugal, now have renewed interest.

Elsewhere, five of the ten new European Union member countries
— the Czech Republic, Hungary, Lithuania, Slovakia and Slovenia —
operated 18 nuclear reactors as of year-end 2005. European Union
safety standards require that these units be upgraded or shut down.
Some countries are contemplating a possible renewal of their
generating capacity, in particular Lithuania and its Polish and Baltic
neighbors, as well as Slovakia. Future EU members Romania and
Bulgaria have decided to build new reactors. In fact, Bulgaria issued
a call for tenders at the end of 2005 to complete the Belene 1 reactor
and build a second reactor at the Belene site.

Elsewhere in Europe, development of the Russian nuclear power
program is slower than planned. This is also true of the
establishment of the first Russian independent power generators
(Gencos). In the Ukraine, new authorities installed following the
Orange Revolution at the end of 2004 have affirmed their intention
to develop nuclear power as independently from Russia as possible,
including developing local uranium ore deposits. In Armenia,
power supply issues are becoming critical in view of the planned
shut down in 2009 of the 408 MWe Metzamor reactor. In Turkey,
the construction of three nuclear reactors starting in 2011 is
contemplated.
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Americas

A total of 130 nuclear reactors representing 125 GWe in capacity
are located in Americas. These reactors generated 938 TWh in
2005, down 0.5% from 2004. This compares with approximately
5,130 TWh in total electric power generation from all sources, up
4.2% from 2004.

Gross capacity Gross generation

(GWe) (TWh)

2005 2004 2005 2004
Canada 15.0 16.1 92.5 91
United States 105.7 102.6 817.9 822.6
Mexico 1.4 1.5 10.8 9.2
Brazil 2.0 2.0 9.8 115
Argentina 1.0 1.0 6.9 8.2
Total 125 123.2 937.8 942.6

Source: Nucleonics Week, February 2006, restated by AREVA.

On average, nuclear power represented 18% of all electricity
generated in the Western Hemisphere in 2005, with significant
differences from one country to the next. Nuclear power represents
20% of all electricity generated domestically in the United States
and 15% in Canada, but represents only 3% in Brazil. The status of
nuclear power in the main countries of the region is described
below.

e |n the United States, mergers are ongoing in the utility sector,
particularly among nuclear plant operators. FPL acquired
Constellation Energy in December 2005, creating one of the largest
electric utilities in the country, with 45,000 MWe in installed
capacity, including 8,100 MWe at nine reactors. The industry
continued to apply for license renewals extending plant life to
60 years: 39 reactors were granted licenses extending plant life
from 40 to 60 years. An additional 10 applications are pending. Six
consortiums were formed to prepare a combined license
application (COL) for construction and operation of a next-
generation reactor. The first reactor could be connected to the
grid by 2015.

The Energy Bill signed in August 2005 by President Bush will
have a favorable impact on the construction of new reactors in
the short term. The bill includes a system of guarantees, tax credits
on production and insurance in the event of delays. It also provides
for a significant mid-range R&D program representing $1.6 billion
over three years to develop nuclear technology for the future.

One of the highlights of the year was the creation of Unistar, a
joint venture between Constellation Energy and AREVA, which
will establish an innovative framework for promoting the
construction of a fleet of EPR reactors in the country, starting with
a series of four units. Unistar has announced its intention to submit
a combined license application for the construction and operation
of the Calvert Cliffs site in Maryland.

End-of-life cycle issues remain more problematic. The Yucca
Mountain used fuel storage program seems increasingly uncertain
for technical, regulatory as well as financial reasons. Discussions
between the Bush Administration and Congress point towards a
decision to allow used fuel treatment and recycling, putting an
end to the Carter doctrine. In January 2006, the administration
announced a Global Nuclear Energy Partnership, which should
accelerate research programs on used fuel recycling.

In Canada, mining exploration programs are gaining momentum
as uranium prices increase rapidly. The utilities continue to work
on restarting the eight reactors shut down in 1995, which involves
a heavy plant renovation program. Pickering 1 was restarted this
year and a decision was made to revamp Bruce A 1 and 2, as
well as Point Lepreau. However, Pickering 2 and 3 will remain
shut down. In December, Ontario Power Authority recommended
that the share of nuclear power be maintained in the province by
building new reactors.

e |n Latin America, Brazil and Argentina plan to continue their
nuclear programs, and other countries, such as Chile, are showing
renewed interest.

Asia-Pacific

This region has 108 nuclear reactors representing 84 GWe in
capacity. These reactors generated 547 TWh of electricity in
2005, down 5.2% from 2004. This compares with approximately
5,980 TWh in total electricity generated from all sources, up
8.8% from 2004.

On average, nuclear power represented 9% of all electricity
generated in 2005, with significant differences from one country
to the next. For instance, nuclear power represents a large
proportion of all electricity produced in South Korea and Japan
(38% and 30% respectively), yet nuclear power’s share is minimal
in China (3%) and India (2%). Several countries have reaffirmed
and are continuing their nuclear power programs, and several
major calls for tenders have been issued.

Gross capacity Gross generation

(GWe) (TWh)

2005 2004 2005 2004
Japan 48.9 47.4 287.9 282.0
China 7.0 7.0 53.1 49.6
India 3.3 2.7 17.6 16.9
South Korea 17.7 17.7 145.6 129.6
Taiwan 5.1 5.1 40.0 395
Pakistan 0.5 0.5 2.6 2.1
Total 83.5 80.4 546.8 519.6

Source: Nucleonics Week, February 2006, restated by AREVA.
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e Japan’s nuclear power plant construction program continues,
with 2 new units connected to the grid in 2005, 2 under
construction and 13 in the design phase. The Japanese Cabinet
approved the country's nuclear power policy in October 2005.
The strategic decision to treat all used fuel was confirmed, as well
as nuclear power's essential contribution to the energy mix,
currently 30% and possibly more by 2030. The Rokkasho Mura
fuel treatment plant has almost completed the uranium test
phase and full-scale operations are scheduled to start in July
2007. After suffering some delays, the MOX program now enjoys
the support of several utilities.

China confirmed its resolve to develop nuclear power as one of
the main resources to satisfy its growing need for electricity.
Calls for tenders have been issued at the national and
international level, not only to duplicate second-generation
reactors already in service in the country, but also to acquire
third-generation technologies. The goals are ambitious: by 2020,
28,000 MWe must be added to the existing 12,000 MWe already
in service or under construction. China intends to capitalize on
the size of its program to develop its own front end and back
end fuel cycle. Contacts have been established around the globe
to secure uranium supplies.

India has stated that it wishes to accelerate its nuclear power
program to meet its growing need for energy. However, the
country has not signed the Treaty on the Non-Proliferation of
Nuclear Weapons (NPT) and has not opened all of its civilian
facilities to IAEA inspections, thus barring it de facto from buying
products and services from NPT signatory countries and
members of the Nuclear Suppliers Group, including France,
the United States and the United Kingdom. A solution may
have been found, however, consisting of separating its defense
and civilian programs and changes to the rules imposed by
members of the Nuclear Suppliers Group. Negotiations will
continue in 2006.
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Africa

The South African government designated the Pebble Bed Modular
Reactor (PBMR) as a “Project of national interest”. South Africa is
the only African country with a nuclear power program. Two
reactors at Koeberg generate approximately 6% of the nation's
electricity. Future power needs would require the construction of
15,000 to 20,000 MWe in additional capacity, including at least
5,000 MWe from nuclear power. South African utility Eskom is
criticized for its failure not to predict the increase in demand,
resulting in a series of blackouts. It is now urgently acquiring small
natural gas plants to satisfy peak demand.
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4.2.3. THE TRANSMISSION & DISTRIBUTION MARKET
AND CHALLENGES IN VARIOUS REGIONS OF THE WORLD

4.2.3.1. The Transmission and
Distribution market

Transmission and distribution are critical to electric power grid
operation and management. The market is buoyed by rising
electricity consumption, itself fueled by the creation of wealth at the
national and regional level. Building reliable and efficient power
systems is both a requirement for and a consequence of economic
growth and of investment in power generation, as shown in the
figure below.

Correlation between capital investment in electric power generation
and capital investment in the T&D grid in the United States
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Source: Cambridge Research, 2002.

The T&D market also benefits directly from positive external factors
such as:

e changes in national energy policies and the development of
renewable energies;

e the optimization and replacement of aging equipment to improve
network safety and reduce the risk of power supply interruptions;

e interconnection of regional networks to link sources of power
generation with areas of power consumption;

e deregulation of electricity markets, with diverse impacts on
national T&D markets, depending on the characteristics of
existing infrastructure;

e the change in behavior on the part of electric utilities, such as
centralization of procurement.

All of these factors are used to predict demand for power generation
equipment and contribute to T&D market growth.

4.2.3.2. The challenges of power
transmission and distribution
in various regions
of the world

Europe

While not the most dynamic market, Europe offers a number of
opportunities related to new infrastructure requirements. On the
one hand, European Union countries are well aware of the
problems caused by obsolete infrastructure, including the risk of
blackouts. Their goal is therefore to modernize their equipment
and promote the establishment of a unified European network.
The Mediterranean Ring interconnection project in the
Mediterranean region, in the process of being finalized, is a good
example of this approach. On the other hand, renewable energies
are capturing a growing share of the electric power market, thus
creating new technical constraints and challenges for operators in
areas such as connection to the grid and network quality.

In the United Kingdom, the Office of Gas and Electricity Markets
(OFGEM) reports that electricity transmission companies need to
invest between €8 and 11 billion to upgrade networks during the
2007-2012 period. In France and Germany, replacement
equipment will be needed for aging networks over the medium
term.
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Growing economies in Central and Eastern Europe are also
confronted with network obsolescence issues and rising demand
for electric power. Russia is a typical example of infrastructure
requirements in the region. Network obsolescence and lack of
capacity caused a blackout in Moscow in 2005. Between two and
four million people were affected by this power failure, triggered by
an explosion at substation that was more than 40 years old.

To remedy this situation, European and local electric utilities are
planning major investments, which will contribute to the strength
of the T&D market. In Russia, energy holding company RAO UES
recently announced a €6 billion capital spending plan for power
generation and T&D facilities over a three-year period.

Several interconnection projects are contemplated to create regional
networks, for instance between Russia and Western Europe or in
the Baltic region (Baltic Ring).

Americas

The United States now recognizes the need to establish reliable
power supply networks as the country experiences regular power
failures with severe economic consequences. The Energy Bill
enacted in 2005 encourages capital spending and grid
modernization. This new legislative framework emphasizes three
aspects:

e establishment of regulations to ensure network reliability;
e promotion of capital spending through financial incentives; and
e regulatory conditions governing utility compensation.

Actual implementation of this program is the responsibility of the
Federal Energy Regulatory Commission, whose authority was
strengthened.

The restructuring of the energy sector brought about by the reform
has not yet produced any major program for grid development
and rejuvenation. Due to the maturity of the North American
markets, demand for grid management systems and maintenance
services is also expected to grow.
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Significant transmission and distribution investment is also planned
in Latin America. Brazil announced the launch of seven model
projects to upgrade its network. Interconnection plans are also
contemplated in Central America. The Central American
Interconnection System (SIEPAC) is planning to connect the
networks of six Central American countries, i.e. Costa Rica,
Salvador, Honduras, Guatemala, Nicaragua and Panama. Bolivia
and Peru are also discussing a possible connection of their power
grids. Establishing regional networks should help resolve the
problems caused by power failures on the continent and eliminate
the blackouts that affect countries such as Venezuela on a regular
basis (56 events recorded in 2005).

Asia

China is one of the most promising countries in terms of demand
growth for electrical equipment, particularly T&D products. China
must develop efficient networks to satisfy demand fueled by its
booming economy and to correct significant shortcomings.
To satisfy these needs, numerous projects are being implemented,
both for power generation and for electricity transmission and
distribution. The 11t five-year plan contemplates gigantic
investment in the electric power sector, thus creating an
unprecedented challenge in terms of technology and industrial
capacity.

Confronted with the same macroeconomic conundrum, India has
developed a sustainable energy policy. A major effort was made to
generate more electricity. In addition, the Indian Energy Ministry
has decided to reduce power losses on the network, leading to
investment in transmission and distribution.

Network inadequacy is responsible for major power failures in
Asia, such as the blackout experienced by Indonesia in 2005 on
Java. This incident, triggered by malfunctions in various areas of
the network, cut off power supply to more than 100 million people.

Africa and Middle East

High oil prices continue to have a favorable impact on the ability
of Persian Gulf countries to finance capital expenditures. Major
interconnection projects are being implemented in the Gulf area,
including Kuwait, Saudi Arabia, Bahrain, Qatar, Oman and the
United Arab Emirates.

In Africa, transmission and distribution investment is limited to
projects financed by multilateral development organizations.
However, South Africa is trying to ensure the security of power
supply and to limit the economic impact of power failures, which
affect the country’s power grid on a regular basis.
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4.3. AREVA group energy

husinesses

4.3.1. NUCLEAR POWER

4.3.1.1. A few fundamental concepts
for an understanding
of the Group’s nuclear power
operations

Fission and chain reaction: fundamentals of nuclear
energy

Nuclear fission and the chain reaction are events triggered in the
core of nuclear power plants, where they produce useful energy
in the form of heat.

All matter is made of atoms. Each atom has the same structure:
most of its weight is concentrated in the central nucleus of the
atom, consisting of protons and neutrons, while most of its volume
is occupied by electrons that spin around the nucleus. Protons
and electrons carry an electrical charge, with each proton carrying
a positive charge, while each electron carries a negative charge.
Neutrons do not carry an electrical charge. Each atom is electrically
neutral in that there are an equal number of protons and electrons.
For example, the oxygen atom consists of eight electrons that spin
around a nucleus consisting of eight protons and eight neutrons.
The uranium 238 atom consists of 92 electrons, 92 protons and
146 neutrons.

The nuclei of atoms that make up a chemical element may have
differing numbers of neutrons. In that case, several isotopes of
the element are said to exist. Uranium 238 and uranium 235 are
the two most abundant isotopes of uranium. In the natural state,
the proportion of uranium 238 to uranium 235 is invariably 0.7%.
The nucleus of uranium 235 consists of 92 protons, but it has
only 143 neutrons, unlike the 146 for uranium 238.

Uranium 235 is a natural element with unique properties. The
uranium 235 atom is scarce in natural uranium (0.7%), but it is
the only element to possess very high reactivity to slow-moving
neutrons. When a neutron strikes the atom, it splits into two smaller
atoms, expelling neutrons and releasing energy: this is the fission
process.

The fission process is a reaction that produces a large amount of
energy. Each of the neutrons expelled during fission of a uranium
235 atom can strike another atom, causing it to fission and to
release more energy and expel more neutrons, which will in turn
strike other atoms: this is the “chain reaction”. Because of its
reactivity to neutrons, uranium 235, even in small proportions,
can sustain the chain reaction. The reaction propagates at very high
speed from one atom to the next, considerably increasing the
cumulative amount of energy: the fission reaction of one kilogram
of enriched uranium can supply as much energy as is produced
by burning 10 metric tons of oil.

Both phenomena — nuclear fission and the chain reaction — are
used to advantage in a nuclear power reactor. For use in a light
water reactor, uranium is slightly enriched in uranium 235 (around
4%). The energy released by the fuel during the fission process is
recovered in the form of heat and converted into electricity through
a steam cycle.

Using fission energy in nuclear power plants

A nuclear power plant is an electric generating station with one or
more reactors. Like all conventional thermal power plants, it
consists of a steam supply system that converts water into steam.
The steam drives a turbine, which in turn drives a generator,
producing electricity.

In nuclear power plants, the only area in which radioactivity is
present is the steam supply system, called the “reactor”.

The reactor is enclosed in a reinforced containment building
meeting nuclear safety requirements. The three main components
needed to sustain, control and cool the fission process in the
reactor core are fuel, a moderator and a coolant. Reactor types are
a function of the combination of these three components. Several
combinations have been tested, but only a few of them have gone
beyond the prototype stage to commercial operations.

A heat source and a cooling source

Like all other power plants, a nuclear power plant has a heat source
(the nuclear steam supply system with its heat exchangers) and a
cooling source to remove the resulting heat. This is why power plants
are usually built near the sea or a river — the water is used to cool the
steam. Many power plants also have cooling towers, where the water
is sprayed, evaporating as it falls and dissipating residual heat.
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Moderator and coolant

During the fission process, neutrons are released at very high
speed. They slow down as they strike lighter atoms, making them
react much more with uranium 235 atoms. Reactors called
“thermal neutron” (slow) reactors take advantage of this property,
which reduces the uranium 235 enrichment level required for the
chain reaction. In light water reactors, water is the slowing medium
(moderator) as well as the heat removal medium (coolant).

The world’s most prevalent reactor: the pressurized water
reactor

In pressurized water reactors (PWRs), the fuel is made of slightly
enriched uranium and the moderator and coolant both consist of
water.

The reactor core is flooded with pressurized water from the primary
cooling system. The fission reaction heats the water. The heat is
transferred via heat exchangers to water in a secondary cooling
system, converting it to steam. The nuclear steam supply system
consists of the reactor core and the steam generators. For safety
reasons, the primary cooling system is separate from the secondary
cooling system, whose steam drives the turbo-generator.

PWR reactors have a triple containment system to prevent the
release of radioactive fission products. The primary barrier in this
system is the metal cladding around the fuel. The secondary
barrier consists of the separation of the primary and secondary
cooling systems. The third barrier consists of the nuclear steam
supply system enclosed in a concrete containment building
designed to contain hazardous products in the event of a leak.
Most of the reactors in the French nuclear power program are
PWRs, as is the case around the globe.

Boiling water reactors (BWR) are generally comparable to PWRs.
The main difference is that the water boils when it is exposed to
the fuel and the primary and secondary cooling systems are
not separate.

4.3.1.2. AREVA’s nuclear husinesses

The AREVA group operates in every area of the nuclear cycle. It is
organized into three divisions: the Front End Division, the Back
End Division, and the Reactors and Services Division.

In the front end of the cycle, AREVA supplies uranium and offers
the conversion and enrichment services needed to fabricate the fuel
assemblies that go into the reactor core. In the Reactors and
Services Division, the group has expertise in all of the processes
and technologies needed for the design, construction, maintenance
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and continuous improvement of reactor performance. AREVA
focuses principally on the PWR and BWR markets. In the back end
of the cycle, AREVA is a specialist in the management and
treatment of used fuel, from which the Group recovers reusable
materials to fabricate fresh uranium-plutonium fuel (MOX) that is
recycled in PWR and BWR reactors.

The Front End Division’s operations include:

e yranium ore exploration, mining and concentration into oxide
(U3O8);

e conversion of uranium as U3Og into uranium hexafluoride (UFg);
® Uranium enrichment;

e design and fabrication of nuclear fuel.

The Reactors and Services Division’s operations include:

e nuclear power plant design, construction and upgrades;

e equipment supply to nuclear power plants;

e nuclear services, particularly during scheduled reactor outages.
The Back End Division’s operations include:

e used fuel treatment to recover reusable materials, which are
recycled in reactors either as MOX fuel or as UO, fuel;

e design of transportation and storage casks for nuclear materials;
e nuclear materials transportation and logistics.

In summary, the Group:

e sells uranium to its utility customers;

e supplies uranium processing services to produce fuel, and
designs and fabricates fuel assemblies;

e designs and builds power plants and provides plant life extension
services;

e offers engineering services and equipment to optimize power
plant performance; and

e recycles its customers’ used fuel to recover reusable materials
and/or treat them for the safe disposal of nuclear waste.

However, AREVA does not normally own the materials provided
by customers for processing, nor is it responsible, in most
instances, for the waste generated by used fuel treatment on
behalf of customers or nuclear power plants. AREVA does not
operate nuclear reactors.
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4.3. AREVA Group energy businesses

AREVA’s competitive position by business sector up know-how that places it in the lead worldwide and has adopted
an industrial organization that is consistent with these different

business sectors. AREVA is the world leader in civilian nuclear power,
as illustrated below:

Due to the unique character of the processes involved, each stage in
the nuclear cycle constitutes an industry in its own right, with its
own technologies and business models. The AREVA group has built

Global competitive positions by business sector, 2004-2005 (AREVA estimates)
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* In comparison to 2004, natural uranium requirements decreased in 2005 due to a lowering of tails assays in enrichment. This change required more SWUs.
** Publicly traded company.
*** SWU: Separative Work Unit.

(1) USEC sells natural uranium and conversion services, but does not own the corresponding production facilities.
(2) BNFLs treatment facility was shut down in April 2005. A decision to restart the facility will be made soon, after conclusion of an ongoing inquiry.
(3) The 800-MT JNFL treatment plant and the 130-MT MOX fuel fabrication plant should enter in service in 2008 and 2014 respectively.

(4) Belgonucléaire has announced the closure of the MOX fuel fabrication plant in Dessel, Belgium, in 2006.

Source: AREVA — based on average data for the last three years.
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4.3. AREVA Group energy businesses

4.3.2. ELECTRICITY TRANSMISSION AND DISTRIBUTION

OPERATIONS

4.3.2.1. A few fundamental concepts
for an understanding of the
transmission and distribution
business

Electricity is generated at relatively low voltages of 10,000 to
25,000 volts. Current voltage is stepped up before the electricity
is transmitted. Transmission over high voltage lines (230,000 to
765,000 volts) reduces power losses attributable to heating,
enabling electricity to be transported over long distances at
low cost.

The electric power supply system consists of the transmission
lines and their connection to stations and substations. Electricity
moves through the network according to a law of physics known
as the “path of least resistance”, like water flowing through a canal
system. Electricity enters a medium voltage distribution system
via a substation. A final substation reduces the voltage to 120 or
240 volts for use by the consumer.

The deregulation of electricity markets and the need to transport
electricity across borders require the development of inter-
connections between power systems operated by different
companies.
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4.3.2.2. The Transmission and
Distribution business

Electricity transmission and distribution includes the supply of
electricity transmission and distribution products, systems and
services used to regulate, switch, transform and dispatch electric
current in electric power supply systems connecting the power
plant to the final user. The Transmission & Distribution Division’s
products and solutions play an essential role in electric grid
reliability, quality and safety.

The Transmission and Distribution Division designs, manufactures
and installs complete product lines used at every stage of electricity
transmission and distribution. The Transmission & Distribution
Division is ranked third in the sector worldwide and is the world’s
second largest supplier to electric utilities.

The Transmission & Distribution Division supplies products, systems,
services and software for:

e high voltage power transmission, including conventional
equipment, shielded substations, instrument transformers and
power transformers;

e medium voltage distribution, including compact transformer
substations, distribution transformers, circuit breakers, engine
starting cells and lightning protection systems;

e substation protection and control;
e grid management.

The Division’s customers are electric utilities as well as the oil,
mining, metals, wind energy, paper, glass, transportation and
power electronics industries.
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4.4, Front End Division

4.4. Front End Division

KEY DATA

(in millions of euros, IFRS) 2005 2004
Sales revenue 2,631 2,524
Operating income 374 370
Workforce at year end 11,047 10,952

people people

2005 sales revenue by Business Unit
and by region
42% - France
28% - Enrichment

11% - Chemistry 24% - Americas

19% - Mining 23% - Europe (excluding France)

42% - Fuel 9% - Asia-Pacific

2% - Africa & Middle East

OVERVIEW

In 2005, the Front End Division represented 26% of AREVA's e In Mining, AREVA is the world’s third largest producer of uranium
consolidated sales revenue. It combines all of the fuel cycle (see paragraph 4.4.1.4.), with an output of 6,020 MT in 2005, a
operations that take place before nuclear power is generated: market share of around 20%, i.e. 13,200 metric tons (MT) sold. The
Group has an excellent diversified mining portfolio in operation in

* uranium ore exploration, mining and concentration by the Mining Canada, Kazakhstan and Niger, or under development, most notably
Business Unit; Cigar Lake in Canada. The Group’s 140,000 MT of reserves are

equal to 20 times its 2005 production. AREVA's long-term contracts

* conversion into uranium hexafluoride (UFe) by the Chemistry also provide the Group with strong visibility in this business.

Business Unit;

e In Chemistry, AREVA is the world’s foremost supplier of conversion
services, with about a 25% share of the world market and a
very strong market position in Europe.

e uranium enrichment by the Enrichment Business Unit;
e nuclear fuel design and fabrication by the Fuel Business Unit.

AREVA is the only international group to operate in every stage of * In Enrichment, AREVA isoone of the wolrld leaders in enrichment
the nuclear cycle. This gives us a decided competitive edge, as we services, with some 25% of the world's available capacity. The
offer comprehensive solutions to our customers while creating Group should also profit from new opportunities as it implements
synergies among our Business Units. We estimate that our Group centrifuge technology at the future Georges Besse |1 plant.

ranks first worldwide in the front end of the nuclear cycle. e In Fuel, AREVA ranks first worldwide. It supplies around 30% of

the world’s nuclear fuel requirements and 40% for the boiling
water reactors (BWRs) and pressurized water reactors (PWRs)

used in the West.
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4.4, Front End Division

Customers retain ownership of the materials used in these
operations. They buy uranium concentrates from AREVA, which
then undergo processing in industrial facilities, up through
production of the fuel assembly.

The Group operates mines and manufacturing plants in Europe,
North America, Asia, Australia and Africa. Its customers are the
leading nuclear power plant operators (utilities), and research
laboratory operators.

This division mainly serves light water reactors (LWRs), a potential
market of some 350 units. Taken together, the world’s LWRs require
some 6,000 to 7,000 MT of enriched uranium fuel for their
operations. Every year, it takes around 68,000 MT of natural
uranium and 40 million Separative Work Units (SWU - see
Glossary) to produce this enriched uranium.

STRATEGY AND OUTLOOK

The division’s economic model is characterized by capital-intensive
production facilities. These require large capital outlays over a
long period, creating major barriers to entry. In light of this,
commercial relationships tend to be sealed by medium- to long-
term contracts averaging five years whenever possible. This
business model gives the division good visibility on order backlogs,
which amounted to €8,086 million at year-end 2005, or around
three years of sales revenue for the division. Over the short to
medium term, this revenue is not very sensitive to natural uranium
prices, or to the cost of its enrichment or conversion.

AREVA plans to strengthen its position in the front end of the cycle
by developing its mining resources and by optimizing or replacing its
production facilities and fuel products. At the same time, it will
increase its mining resources by stepping up its exploration activities.

e Replenish and develop mineral resources

For more than 15 years, the market for natural uranium has suffered
from a severe imbalance between the supply of uranium and
demand. This imbalance is offset by the use of so-called secondary
resources. The secondary resources come from strategic inventories
stockpiled by utilities in the 1980s and, beginning in the late 1990s,
from the arrival on the market of materials originating in the former
Soviet Block. They also stem from the arrival on the civilian market
of natural uranium derived by diluting highly enriched uranium
(HEU) from dismantled Russian and American weapons.

The “Megatons to Megawatts” agreement entered into between the
United States and Russia on February 18, 1993, is the first non-
proliferation agreement providing for commercial reuse of fissile
materials. For 20 years, or through 2013, Russia has agreed to
convert 500 MT of HEU from its dismantled nuclear warheads into
low-enriched uranium for civilian use. The conversion is done
in Russia using a dilution process. The 5.5 million SWUs of HEU
recovered each year in this manner are covered by a marketing
agreement with the U.S. Enrichment Company (USEC), sole agent
authorized to market this component. The natural uranium
component, which represents about 9,000 MT of natural uranium
per year on average, is covered by a marketing agreement between
Russia and a team consisting of AREVA, Cameco and RWE Nukem.
AREVA's share averages some 2,600 MT of natural uranium per
year. The contracts expire in 2013.
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The gradual depletion of secondary resources has two main effects:

e |t places considerable pressure on spot prices for natural
uranium: the spot price in U.S. dollars continued to increase,
reaching $36.00 per Ib in January 2006, or five times the price
recorded in 2001. This in turn puts pressure on prices negotiated
between suppliers and electric utilities for their medium- and
long-term contracts.

It means that major players, including AREVA, must continue
their exploration efforts and increase their uranium production
capacities. This will enable them to fill the gap with primary
resources when the time comes early in the next decade. At
the beginning of 2005, AREVA launched the “Turbo” project to
increase its exploration activities significantly and develop new
ore bodies. With mineral rights in the key regions of Canada,
Niger and Kazakhstan, AREVA is well positioned in this regard.
AREVA will also benefit from the start-up of production at the
Katco site in Kazakhstan and at Cigar Lake in Canada. Increasing
production at these sites between 2006 and 2010, along with
other initiatives undertaken as part of the Turbo project, should
allow AREVA to double its production capacity in the beginning
of the next decade.
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e Renewing Enrichment and Conversion production plants

The enrichment market is structured around a small number of
international players in the United States, Europe and Russia.
Demand is stable, but growth is moderate, in line with growth in
installed reactor capacity. The Group’s Georges Besse enrichment
plant was initially designed for a useful life of 20 years. It has been
operating successfully since 1979. Through regular investment in
maintenance and modernization, the plant’s technical sustainability
is assured until early in the next decade, but the outlook is uncertain
thereafter. In addition, the price of electricity, which comes to around
60% of the cost of enrichment by gaseous diffusion, is a sensitive
issue.

To deal with these technical and economic considerations, AREVA
intends to shut down the plant early in the coming decade and to
replace it with a new one. AREVA plans to use gaseous centrifuge
enrichment technology, which has been proven from both a
production and economic standpoint (see section 4.4.3.3).
Construction of the George Besse Il plant will require significant
capital outlay of approximately €3 billion from 2006 through 2018
for 7.5 million SWUs of capacity, including the cost of rights to the
technology. This assumes that the agreement with Urenco is ratified
(see section 4.15.3.2.). Replacement of conversion capacities at
the Comurhex plant is also contemplated as part of this program.

4.4, Front End Division

e Improving productivity in our nuclear fuel business

The fuel fabrication industry has strong barriers to entry consisting
of a wide range of technical specifications, which only reactor
designers can fully grasp. It is nonetheless still a highly competitive
market, given the excess production capacity worldwide. Market
growth is also a function of installed generating capacity and load
factor, minus the effect of heightened fuel performance.

Against this backdrop, the Group plans to continue its productivity
efforts by optimizing site operations and standardizing its product
range. AREVA intends to remain world leader in fuel fabrication,
where it controls one third of the market.

AREVA's main competitors operate in only part of the front end
of the cycle. These competitors are Cameco in the mining and
chemistry sectors, Urenco and USEC for the enrichment business,
and Westinghouse and the U.S.-Japanese partnership in fuel
fabrication, Global Nuclear Fuel. Russia’s FAAE (Rosatom) is the
only competitor that can offer products and services spanning
the entire front end, although it is positioned differently than
AREVA, particularly due to its domestic market. As a result, AREVA
is the world leader in the entire nuclear fuel fabrication chain.
The Group intends to maintain this position and to participate in
new regional development.
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4.4, Front End Division

4.4.1. MINING BUSINESS UNIT

4.4.1.1. Key data

(in millions of euros, IFRS) 2005 2004
Sales revenue 508 475
Workforce at year-end 2,657 2,390

people people

4.4.1.2. Operations

In addition to uranium trading, the Mining Business Unit’s four
main activities are:

e mineral exploration, i.e. discovering new ore bodies for future
mining;

e mining operations: ore extraction using various methods and
technologies;

® ore processing: concentration of uranium contained in ore using
chemical processes;

e site reclamation after mining: restoration of mining sites in
accordance with stringent environmental standards.

The Group’s mining operations focus fist and foremost on uranium.
A relatively abundant metal that is evenly distributed in the Earth’s
crust, uranium contains three main isotopes: non-fissile U238
(99% by weight), fissile U235 (0.7%) and U234 in very small
proportions.

AREVA also produces gold. In the 1980s, gold was a diversification
opportunity when the uranium market weakened after large
deposits were discovered. Discontinuation of nuclear power
programs in certain countries and the use of secondary sources of
supply also contributed to the weakness of the uranium market.
AREVA's teams of geologists took advantage of gold’s similarity
to uranium in terms of site selection, mining and processing
techniques. Gold is also very easy to sell on the spot market.

The Business Unit's mining operations cover particularly long
cycles requiring significant capital expenditures over several years
before mining operations themselves begin, i.e. until the first
deliveries of uranium are made and the first sales proceeds
collected. Then cash flow increases before once again falling off
in the final years of operation.

Uranium mining business model: a particularly long gap from exploration to mining feasibility*

A Cost

~ 50 million euros

Soil geophysics

Aerial geophysics

Detailed geochemistry

Feasibility
Deposit

(reserves)

Development
drilling

Pre-feasibility
Deposit

(resources)

Exploration

Geochemistry and Geology Large & detailed

xploration i
Large mesh i
\ \ ‘ \ - Ll
ime
3 6 9 12 ~ 15 years

Concession or
mining agreement

Exploration permit

* Before licensing (obtaining a license and construction: 5 to 10 years).
Source: AREVA
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The first phases of exploration consist of detecting surface or
underground indicators using aerial or ground geophysical
prospecting, made possible by the radiation emitted by the uranium
rock, geochemistry and surface geological surveys. AREVA selects
targets based on promising mineralization history. This is followed
by test drilling to develop an initial estimate of the deposit’s resources.

Once the attractiveness of the deposit has been confirmed, the
drilling grid is tightened to refine the estimate of resources and
confirm mining feasibility, both technically and economically. These
operations, which generally require an exploration permit eventually
conferring mining rights, take an average of 10 to 15 years at an
average cost of €50 million per ore body for the entire period.

Once technical and financial feasibility has been demonstrated, the
ore is extracted, either from open pit or underground mines, or using
in-situ leaching techniques (see Glossary). The choice of method is
dictated by the ore body’s characteristics.

Ore extracted from open pit and underground mines is transported
to a processing plant, where it is crushed. The uranium is then
stripped out of the ore with acid solutions. The uranium-bearing
or “pregnant” liquors are precipitated and dried to produce a
uranium concentrate called “yellowcake”. This product is packaged
and shipped to the conversion facility of the customer’s choice. In-
situ leaching techniques are used to recover uranium from low-
grade or very-low grade deposits. In-situ leaching mines can be
developed quickly. The process consists of injecting oxidizing
solution into the mineralized area to dissolve the uranium
selectively. The solution is then pumped to the surface and stripped
of uranium in processing plants.

The reclamation of mining sites operated by the Group is an important
activity that calls for specialized mining and civil engineering
techniques and implements a full range of disciplines from the Earth
and life sciences.

4.4.1.3. Manufacturing capabilities
and human resources

The Group’s personnel is located in Africa, North America, Asia,
Europe and, to lesser extent, Australia (gold exploration and
production).

Production sites are located in three countries: Canada, Niger
and Kazakhstan. The site facilities are operated by companies in
which AREVA has a participating interest, as shown below. This
percentage may differ from the share of production allocated to
AREVA. This information is provided in paragraph 4.4.1.5.

4.4, Front End Division

Canadian sites

AREVA receives production from two mining sites: McClean Lake,
operated by AREVA, and McArthur River/Rabbit Lake, operated by
Cameco Corporation. In 2007, operations will begin at Cigar Lake,
a third ore body also operated by Cameco Corporation. All sites are
located approximately 600 kilometers from Saskatoon and belong
to joint ventures.

The Group deploys ISO 14001-compliant environmental
management systems at all sites and in all operations. McClean
Lake, Cluff Lake (shut down four years ago) and our exploration
activities were certified for ISO 14001 in 2000 and 2004
respectively.

For the past two years, AREVA has stepped up its exploration
efforts in Canada, particularly in the Athabasca basin, which
remains the country’s most promising region for uranium mining.

McClean Lake

McClean Lake is operated by AREVA, which owns 70% of the ore
body (Denison Mines Ltd 22.5%, Ourd Co. Ltd of Japan 7.5%).

Uranium production started in 1999 from ore extracted from small
rock deposits near the surface.

The ore is processed in the Jeb mill, commissioned less than ten
years ago. The mill, which has a capacity of 8 million pounds of
U30g, is undergoing expansion.

At the end of 2006, after completion of an expansion project
needed to process Cigar Lake's ore, the mill's capacity will be
increased to 4,600 MT/year (12 million Ibs U30g). This joint venture
has 450 employees, 40% of whom come from the local community.

McArthur River

McArthur River is operated by Cameco Corporation, which owns
69.8% of the ore body (AREVA: 30.2%). McArthur is the richest
uranium deposit in the world, in terms of both uranium content and
grade.

The deposit was discovered in 1988 and mining began in
December 1999.

Remotely operated equipment is used to mine the deposit to
prevent direct exposure of the miners to the very high-grade ore
body. The ore is processed at the Key Lake mill, located
approximately 100 kilometers south of the mine, which has a
capacity of 7,190 MT of uranium per year (18.7 million Ibs of
U30g). The mill is operated by Cameco Corporation, which owns
83.3% of the shares (AREVA 16.7%). This JV employs about
310 people.
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New operating procedures and new pumping capacities have
been established under the oversight of province regulators since
the excavation incident that occurred in 2003, causing partial

flooding of the mine.

Cigar Lake
Cigar Lake will be operated by Cameco Corporation, which has

an equity stake of 50.03% (AREVA 37.1%, Idemitsu Uranium
Exploration Canada Ltd. 7.88% and Tepco Resources Inc. 5%).

Cigar Lake has the world’s second highest grade of uranium, after

McArthur River.

AREVA discovered the deposit in 1981 and proposed the mining
technigue to be used, then contributed to its development. Located
450 meters below the surface in brittle, water-saturated rock, the
deposit cannot be mined with conventional methods. The partners,
including AREVA, therefore developed a technology to harden the

Main mining sites in Canada
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ground by freezing it. The ore will be removed with high-pressure
water jets (jet boring technique). Support galleries will be located
in solid rock under the deposit to position the equipment, drill the
ore body to freeze the ground, and mine it by jet boring.

Following receipt of the administrative permits, the partners made
the decision to mine the deposit in December 2004. Permits were
issued in January 2005. The construction phase started thereafter
and, according to Cameco, is expected to be completed at the

end of 2007.
A total of 350 people are currently working at the site. Staffing
will be reduced to 250 during regular operations.

Cigar Lake will produce 6,900 MT of uranium per year (18 million
Ibs of U30g) once full capacity has been reached. The ore will be
processed at the McClean Lake and Rabbit Lake mills during the
first phase of operations, lasting approximately 15 years.
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Niger sites

CEA exploration teams detected uranium in Niger in the 1960s.
The uranium deposit is located in the piedmont area west of the
Air mounts. The deposits are sedimentary.

Two companies, Somair and Cominak, were established to operate
the mines, located approximately 800 kilometers north of Niamey.
Mining development led to the establishment of two new cities,
Arlit and Akokan.

Approximately 1,700 people work at the sites. In addition to
providing jobs, the companies offer health, social and educational
services to the local populations of this isolated and economically
deprived area.

As of today, deposits have only been mined in the Arlit region.
AREVA's concession covers 360 square kilometers (140 sq. miles).
Both Somair and Cominak have ISO 14001 certification.

The discovery of new deposits in this uranium-rich province is a
strong probability. The Group has intensified its exploration efforts
and requested a permit for an aerial prospecting, carried out
in 2004.

Main mining sites in Niger
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Somair

Somair (Société des Mines de I'Air) was created in 1968. The
company is operated by AREVA, which owns 63.4% of the shares,
with the government of Niger owning the remaining 36.6% through
Onarem, the national mining resources agency.

Somair has operated several mines near Arlit since 1971.

The ore is extracted in open pit mines and processed in a
2,000 MT mill (5.2 million Ibs of U30g) at the site. Somair employs
about 600 people.

Cominak

Cominak (Compagnie Miniere d’Akouta) was created in 1974. AREVA
is the operator of the company and owns 34% of its shares. Other
shareholders include Onarem of Niger (31%), Overseas Uranium
Resources Development Company Ltd of Japan (OURD, 25%), and
Enusa Industrias Avanzadas S.A of Spain (Enusa, 10%).

Since 1978, Cominak has operated two large deposits near Akokan,
Akouta and Akola. Cominak employs about 1,100 people.

The ore is extracted underground. The on-site mill has a capacity
of 2,000 MT of uranium per year (5.2 million Ibs of U30g).
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4.4, Front End Division

Kazakhstan’s sites

The Katco mining company was established in 1997 to develop
and operate the Muyunkum and Tortkuduk deposits in southern
Kazakhstan, approximately 250 kilometers north of Simkent. The
company headquarters are located in Almaty.

Shareholders include AREVA (51%) and the Kazakh company
Kazatomprom (49%), which is responsible for overseeing nuclear
operation, particularly natural uranium production.

Development of the two mining sites, located approximately
100 kilometers apart, started in April 2004, after execution of a
series of agreements between the shareholders. These concluded

Main mining sites in Kazakhstan
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Site reclamation

To date, the group has spent more than €400 million to dismantle
mining facilities and reclaim 13 sites in France, Gabon, the United
States and Canada. Once reclamation has been completed, the land
is reseeded and monitored, which involves sampling and analysis
of numerous environmental parameters. Monitoring is conducted
as part of AREVA's environmental management system over a period
of time that depends on the stability of chemical and radiological
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Kzyl-Orda

a feasibility study lasting more than three years, including testing
of a full-scale pilot plant. The nominal production objective
for both deposits combined is 1,500 MT of uranium per year
(3.9 million Ibs of U30g). A $150 million capital spending program
will be required through 2008.

Production could be increased substantially by 2010, considering
the size of the deposits, the prospects for ore discovery in new
areas under permit to the company, and the recent 35-year
extension of Katco’s underground mining concession.

The Muyunkum processing plant, built in 2005, began production
in November of that same year. The Tortkuduk processing plant is
under construction, with start-up scheduled for 2007.
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parameters, with objectives going well beyond the regulatory
requirements. This period is specific to the sites” natural characteristics
as well as to local expectations on a societal level. Experience to date
indicates that this period is generally 10 years or more.

In France, mill tailings are listed by Andra, the French radioactive
waste management agency. AREVA NC owns the tailings, which are
subject to specific radiological and environmental monitoring certified
under 1SO 14001.
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4.4.1.4. Market and competitive
position

Market

The demand for uranium by nuclear power programs worldwide,
i.e. “gross” demand, expressed in natural uranium equivalent,
was around 68,000 MT in 2005. Demand has risen modestly over
the last five years, from 0.5% to 1% per year, reflecting increased
load factors, the commissioning of new reactors and increased
capacity at an ever-larger number of reactors. Demand has now
reached a plateau due to lower tails assays at enrichment facilities,
triggered by the jump in uranium prices over the last two years,
while enrichment services prices remained stable.

Production around the globe, up slightly, represents a little less
than two-thirds of the uranium used. Additional demand was
recorded last year, partly to rebuild inventories and partly
speculation. The net effect is an imbalance between market supply
and demand. Indeed, since the beginning of the 1990s, more
than 40% of the demand has been satisfied with secondary
resources: excess inventories held by utilities and fuel cycle
companies, material from diluted HEU, use of mixed
uranium/plutonium oxide fuel (MOX) (see Glossary), uranium from
used fuel treatment and re-enrichment of depleted uranium.

Due to the depletion of excess uranium inventories, particularly
those of the utilities and those stockpiled by Russia, primary
sources will represent a growing share of supply and demand, as
shown in the chart below. However, additional sources of supply
will be limited in the near future, considering the time necessary
to develop new production, for both technical and regulatory
reasons.

In the medium term, remaining secondary sources will have to
be used to satisfy demand. These sources include re-enrichment
of depleted uranium (enrichment tails), other inventories held by
producers or by utilities as strategic reserves, and increased
production, if market conditions allow. The use of these inventories
is not included in the chart below.

The increase in production will be the product of new mines
offsetting mine shutdowns contemplated after 2010.

The most significant of these projects include:
e Cigar Lake, starting in 2007;

e Various projects in Kazakhstan, such as Katco beginning in
2006, Inkai in 2007, and Mynkuduk in 2008;

e |n Africa, the Langer Heinrich mine beginning in 2006 and
expansion of the Réssing mine after 2009;

e |n Australia, expansion of Olympic Dam after 2010.

4.4, Front End Division

World supply and demand
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Production from existing mines Recycling (MOX, RepU, off-spec)

Il Inventory reduction/adjustment Russian HEU (existing agreement)

B Production from planned mines = Consumption (WNA ref. scenario 05)

Source: Per UxC, October 2005 & WNA 2005.

The pressure on uranium prices is likely to remain strong, as
primary production once again becomes the dominant source of
supply to satisfy demand, given the heavy investment that will be
required over the long term. This increase in production requires
increased capacity and an extension of the life of some mines,
the start of mining operations at new deposits, and rapid
resumption of exploration.

Recent trend in uranium spot price indices (USD)
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4.4, Front End Division

Estimated world production in 2005

In geographical terms, nearly half of the estimated 42,200 MTU
produced worldwide in 2005 came from Canada and Australia,
followed by Central Asia (including Russia) and the African
continent, as shown in the table below.

Estimated worldwide uranium production in 2005

The world’s three largest producers of uranium concentrates in 2005
were AREVA, Cameco and Rio Tinto. These three producers each
accounted for 15-20% of total uranium production worldwide. The

Top ten uranium-producing countries

seven largest producers combined represent approximately 80% of
world production. AREVA's competitive strength is based on a well-
organized and diversified mining portfolio covering three of the world’s
four main producing regions. This situation gives its customers the
benefit of security of supply under long-term contracts.

Development costs for new projects and their time to market pose a
significant entry barrier that limits the risk of seeing new players in the
market. Given these conditions, AREVA is in a favorable position that
should enable it to help to meet the growing demand for uranium in
the years to come.

Estimated

production in Approximate Cumulative
Country 2005 (MTU) (%) (%)
Canada 11,790 28
Australia 9,350 22 50
Kazakhstan 4,100 10 60
Russia 3,300 8 68
Niger 3,200 8 76
Namibia 3,050 7 83
Uzbekistan 2,600 6 89
United States 1,100 3 92
South Africa 850 2 94
Ukraine 850 2 96
Other 2,010 4 100
Total 42,200
Source: AREVA.
Top ten uranium producers

Estimated

production in Approximate Cumulative
Producers 2005 (MTU) (%) (%)
Cameco 8,320 20
Rio Tinto (ERA + Rossing)@ 6,370 15 35
AREVA®) 6,020 15 50
Kazatomprom 3,820 9 59
BHP-Billiton/ODM (incl. WMC) 3,550 8 67
TVEL (Russia) 3,300 8 75
Navoi (Uzbekistan) 2,600 6 81
Vostgok (Ukraine) 850 2 83
Nufcor (South Africa) 850 2 85
CNNC (China) 800 2 87
Other 5,440 13 100
Total 42,200

(1) This production and AREVA's secondary resources make up the 20% market share indicated in paragraph 4.3.1.2.

(2) Production of the ERA and Rdssing mines operated by Rio Tinto was consolidated in a single marketing entity as of the fall of 2005. In 2005, 100% of Réssing’s
production and 69% of ERA’s production was allocated to Rio Tinto. Rio Tinto’s share of ERA production is likely to increase in 2006, since minority interest holders

have sold their shares of the mine.
Source : AREVA.
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4.4.1.5. Resources, reserves
and production sites

Uranium

Mineral reserves in deposits accessible to AREVA total approximately
140,500 MTU, or more than 20 times the Group’s production in
2005. Reserves in the ground are supplemented with so-called
secondary sources. In particular, AREVA has access to the equivalent
of close to 2,600 MT of natural uranium per year through 2013 in
connection with so-called “Russian HEU” agreements to reuse
uranium from Russia’s dismantled nuclear weapons.

As in 2004, the 2005 annual report was prepared based on mineral
resources in the ground, to ensure consistency with reporting
methods used by AREVA's partners and competitors.

Reserves remained almost stable at approximately 140,500 MT
(down 2,150 MT from 2004), though production was 6,019 MT.
Approximately 82,000 MT can reasonably be expected to be
recorded as reserves over the medium term, down by
approximately 8,250 MT. This change reflects the transfer of some
of these resources to reserve status, the write-off of unminable
reserves at the Cominak mine in Niger, and poor results from
drilling at the Arlit concession in Niger and the McArthur mine
operated by Cameco in Canada. In addition, the Group had nearly
247,000 MT of additional mineral resources in the ground at year-
end 2005.

The Group’s total mineral resources in the ground thus come to
nearly 330,000 MT of uranium. The difference between the 2005
figure of 330,000 MT for global resources and the 2004 figure of
490,000 MTU is primarily due to the fact that reserves are no longer
included in resources in 2005.

AREVA is expanding its research and exploration activities around
sites that have already been mined in well-characterized geological
settings or in little-explored regions with promising uranium potential.
The timetables for these activities span more than ten years.

AREVA's resources and reserves at year-end 2005, together with
its uranium production in 2005, are listed in the table below. Uranium
from HEU (approximately 21,000 MT) and other secondary sources
is not included.

4.4, Front End Division

Estimating methods

AREVA's resources and reserves are estimated based on data
gathered by the Group’s employees or are derived from audited
reports. The Group'’s Reserves Department is responsible for these
estimates.

In Canada, the Group’s reserves are established based on
independent estimates or audit reports by the shareholders of the
companies operating the mines. In Niger, they are established
in a certification report meeting Canadian standard NI-43-101
prepared by Geostat Systems International, Inc.

e “Mineral reserves in the ground” are defined as the portion of the
resources offering the most accurate estimate and which were
the subject of a feasibility or pre-feasibility study based on
calculated or estimated costs. They are presented separately
from the “resources” category.

e “Mineral resources in the ground” correspond to resources
ranging from well-known resources to resources known to a
lesser extent. In any event, these resources are estimated based
on drilling results, but before a mining feasibility study. Mining
is either planned or even just contemplated. These resources
do not include the reserved described above.

e “Additional resources in the ground” correspond to resources that
cannot be mined for administrative reasons or that cannot be
mined profitably under current market conditions.

NB: these resources are calculated “in the ground”, i.e. before
processing losses.

The terms “measured”, “indicated”, and “inferred” relate to the level
of reliability in estimates of mineral resources in terms of quantity,
grade, density, form and physical characteristics (see Glossary).

Exploration Mineral Mineral
results resources reserves
o
Inferred
Increasing i
level of ! Indicated «—> Probable
geological | «
knowledge .
ond ' .
confidence I X
i+ Mesured “«—>> Prouved
Integration of important criteria concerning mining operations,
treatment, metallurgy and economic, legal, environmental,
@V social and political aspects

_ s —

AREVA Annual report 2005 67 J



INFORMATION ON COMPANY OPERATIONS, NEW DEVELOPMENTS AND FUTURE PROSPECTS

4.4, Front End Division

Criteria and parameters

AREVA share Reserve criteria
Participating Share of Recovery Life of deposit Mining permit
Country Site Operator interests (%) production (%) (%) (years) Type* Beginning End
Australia Koongarra AREVANC  100.00 100.00 - - OoP na. na.
Canada Cigar Lake Cameco 37.10 37.10 98.56 129 UG na. n.a.
Canada Dawn Lake Cameco 23.09 23.09 - - nd. na. na.
Canada Key Lake Cameco 16.67 30.20 97.90 0.0 OoP na. n.a.
Canada Kiggavik AREVA NC 99.00 99.00 - - OoP na. na.
Canada McArthur Cameco 30.20 30.20 97.90 20.8 UG 2004 2008
Canada McClean AREVA NC 70.00 70.00 97.50 21 OP/UG 2005 2009
Canada Midwest AREVA NC 69.16 69.16 98.50 3.2 n.d. na. n.a.
Canada Sissons Schultz AREVA NC 50.00 50.00 - - UG na. n.a.
United States Malco Texas AREVA NC 71.00 71.00 - - ISL na. na.
United States Malco Wyoming AREVA NC 71.00 71.00 - - ISL na. na.
United States Pathfinder AREVANC  100.00 100.00 - - OP/UG na. na.
France Aquitaine AREVANC  100.00 100.00 - - n.d. n.a. na.
Kazakhstan Muyunkum Phase 1 AREVA NC 51.00 100.00 79.04 119 ISL 2000 2039
Kazakhstan Muyunkum Phase 2 AREVA NC 51.00 51.00 79.04 123 ISL 2000 2039
Kazakhstan Tortkuduk Phase 1 AREVA NC 51.00 100.00 79.00 99 ISL 2000 2039
Kazakhstan Tortkuduk Phase 2 AREVA NC 51.00 51.00 79.00 20 ISL 2000 2039
Niger Arlit Concession AREVANC  100.00 100.00 - - OoP n.a. na.
Niger Cominak AREVA NC 34.00 46.40 96.20 113 UG 1975 2043
Niger Imouraren AREVA NC 70.00 100.00 - - nd. na. na.
Niger Somair AREVA NC 63.40 100.00 94.90 135 OP 1968 2043

*OP: open-pit.

UG: underground.

n.d.: not defined (not defined at the present time, since mining has not begun).
ISL: in-situ leaching.

Estimated mineral reserves in the ground at year-end 2005

Proven Probable Total reserves
AREVA share

Mineral Metal | Mineral Metal | Mineral Metal | Participating Share of

MTin  Grade MTin  Grade MTin  Grade interest® production 4

Country Site thousands %o} MTUW | thousands %o MTU | thousands %o MTU MTU MTU
Canada Cigar Lake 518 167.80 86,996 58 3540 2,069 577 15439 89,065 33,043 33,043
Canada Key Lake 62 440 272 0 0.00 0 62 440 272 45 82
Canada McArthur 363 20667 75118 364 20496 74531 727 20581 149,649 45,187 45,187
Canada McClean 720 682 4912 0 0.00 0 720 682 4912 3,438 3,438
Canada Midwest 170 6050 10,262 0 0.00 0 170 6050 10,262 7,097 7,097
Kazakhstan ~ Muyunkum Phase 1 5,233 060 3,140 6,610 060 3966 | 11,843 060 7,106 3,624 7,106
Kazakhstan ~ Muyunkum Phase 2 0 0.00 0 12,255 060 7,353 | 12,255 060 7353 3,750 3,750
Kazakhstan  Tortkuduk Phase 1 0 0.00 0| 19716 060 11,829 | 19,716 060 11,829 6,033 11,829
Kazakhstan  Tortkuduk Phase 2 0 0.00 0 3,954 060 2373 3,954 060 2373 1,210 1,210
Niger Cominak 1,698 466 7909 3,664 429 15737 5,362 441 23647 8,040 10,972
Niger Somair 5,687 294 16,716 0 0.00 0 5,687 294 16,716 10,598 16,716
Total 14,451 14.21 205,325 | 46622  2.53 117,859 | 61,073 5.29 323,184 122,066 140,431

NB: the terms “proven” and “probable” relate to the level of reliability in estimates of mineral reserves in terms of quantity, grade, density, form and physical
characteristics (reliability of estimates ranging from the highest level to the lowest level in this table).

(1) MTU: metric tons of uranium.

(2) Ore grade in %o.

(3) Participating interest: percentage of AREVA's equity stake in the mining joint venture.

(4) Share of production: the share of uranium produced during the year and “sold/distributed” to AREVA by the mining joint venture.

Source: AREVA.
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4.4, Front End Division

Estimated mineral resources in the ground at year-end 2005

Measured Indicated Measured + indicated
AREVA share
Mineral Metal | Mineral Metal | Mineral Metal | Participating Share of
MTin  Grade MTin  Grade MTin  Grade interest® production 4
Country Site thousands %o MTUW | thousands %o MTU | thousands %o MTU MTU MTU
Canada McArthur 41 8663 3542 40 7101 2830 81 7892 6372 1,924 1,924
Canada Midwest 0 0.00 0 123 1831 27247 123 1831 2247 1,554 1,554
Niger Cominak 756 336 2544 1,820 314 5725 2,577 321 8269 2,812 3,837
Niger Somair 0 0.00 0 3,875 165 6397 3,875 165 6,397 4,056 6,397
Total 797 7.63 6,086 5858 294 17,199| 6,655 3.50 23,285 10,345 13,712
Inferred
AREVA share
Mineral Metal | Participating Share of
MTin  Grade interest® production 4)
Country Site thousands %ol2)  MTUWD) MTU MTU
Canada Cigar Lake 317 14351 45446 16,860 16,860
Canada McArthur 585 62.35 36,451 11,007 11,007
Canada Midwest 57 3931 2,252 1,558 1,558
Kazakhstan ~ Muyunkum Phase 2 2,091 058 1,210 617 617
Kazakhstan  Tortkuduk Phase 2 18,228 060 10937 5,578 5,578
Niger Arlit Concession 3,500 400 14,000 14,000 14,000
Niger Cominak 7,575 247 18718 6,364 8,685
Niger Somair 3,397 298 10,115 6,413 10,115
Total 35,750 3.89 139,130 62,397 68,420

NB: the terms “measured”, “indicated”, and “inferred” relate to the level of reliability in estimates of mineral resources in terms of quantity, grade, density, form and
physical characteristics (reliability of estimates ranging from the highest level to the lowest level in this table).

(1) MTU: metric tons of uranium.

(2) Ore grade in %o.

(3) Participating interest: percentage of AREVA's equity stake in the mining joint venture.

(4) Share of production: the share of uranium produced during the year and “sold/distributed” to AREVA by the mining joint venture.
Source : AREVA.
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4.4, Front End Division

Other estimated mineral resources in the ground at year-end 2005

Measured Indicated Measured + indicated
AREVA share
Mineral Metal Mineral Metal |  Mineral Metal | Participating Share of
MTin  Grade MTin  Grade MTin  Grade interest®  production )
Country Site thousands %o MTUW | thousands %o MTU | thousands %o MTU MTU MTU
Australia Koongarra 624 1055 6,585 188 533 1,000 812 934 7585 7,585 7,585
Canada Dawn Lake 0 0.00 0 347 1436 4977 347 1436 4977 1,149 1,149
Canada Kiggavik 0 0.00 0 8,338 207 17,255 8,338 207 17,255 17,082 17,082
Canada McClean 789 1029 8115 91 1050 957 80 1031 9,072 6,350 6,350
Canada Sissons Schultz 0 0.00 0 | 15810 250 39,572 | 15810 250 39,572 19,786 19,786
United States  Malco Texas 0 0.00 0 808 0.84 677 808 0.84 677 481 481
United States  Malco Wyoming 1,773 088 1,557 6,400 093 5949 8,173 092 7,506 5,329 5,329
United States  Pathfinder 247 430 1,060 2,253 216 4868 2,499 237 5928 5928 5928
France Aquitaine 143 1.20 172 6,249 181 11,279 6,392 179 11,451 11,451 11,451
Kazakhstan ~ Muyunkum Phase 2 0 0.00 0| 11542 075 866l | 11,542 075 8661 4417 4417
Niger Cominak 2,099 363 7,630 0 0.00 0 2,099 363 7630 2,594 3,540
Niger Imouraren 0 0.00 0 | 105,800 1.12 118,100 | 105,800 1.12 118,100 82,670 118,100
Niger Somair 11,327 075 8539 3,571 194 6930| 14,898 1.04 15469 9,807 15,469
Total 17,002 1.98 33,657 |161,395 1.36 220,225 | 178,397 1.42 253,882 174,630 216,668
Inferred
AREVA share

Mineral Metal | Participating Share of

MTin  Grade interest®  production@

Country Site thousands %a? MTUL MTU MTU
United States  Pathfinder 2,967 121 3576 3,576 3,576
France Aquitaine 287 0.48 139 139 139
Kazakhstan ~ Muyunkum Phase 2 4,180 064 2684 1,369 1,369
Niger Imouraren 24,700 1.03 25,500 17,850 25,500
Total 32,134 0.99 31,899 22,934 30,584

NB: the terms “measured”, “indicated”, and “inferred” relate to the level of reliability in estimates of mineral resources in terms of quantity, grade, density, form and
physical characteristics (reliability of estimates ranging from the highest level to the lowest level in this table).

(1) MTU: metric tons of uranium.

(2) Ore grade in %o.

(3) Participating interest: percentage of AREVA's equity stake in the mining joint venture.

(4) Share of production: the share of uranium produced during the year and “sold/distributed” to AREVA by the mining joint venture.

Source: AREVA.
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Production

(in units tons) Total (1) Share of 2
Country Site 2005 production 2005
Canada McArthur 7,200 2,171
Canada McClean 2,112 1,478
France Div. Min. Herault 3 3
United States  Malco Wyoming 48 48
Kazakhstan ~ Muyunkum Phase 1 38 38
Niger Cominak 1,778 966
Niger Somair 1,315 1,315
Total 12,494 6,019

(1) MTU: metric tons of uranium in the concentrates after milling.

(2) Share of production: the share of uranium produced during the year and “sold/distributed” to AREVA by the mining joint venture.

Source: AREVA.
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4.4, Front End Division

Changes recorded
The change in estimated reserves and resources relates to minerals in the ground.

Proven reserves

(in units tons) December 31, Quantities mined Change December 31,
Country Site 2004 in 20051 in estimates 2005
Canada Cigar Lake 86,996 0 0 86,996
Canada Key Lake 272 0 0 272
Canada McArthur @ 128,438 (7,121) (46,199) 75,118
Canada McClean @) 6,836 (2,164) 240 4912
Canada Midwest 10,262 0 0 10,262
Kazakhstan ~ Muyunkum Phase 1 3,182 (42) 0 3,140
Niger Cominak @ 7,890 (1,979) 1,998 7,909
Niger Somair 5,569 (1,526) 12,673 16,716
Total proven reserves 249,444 (12,831) (31,288) 205,325

Probable reserves

(in units tons) December 31, Quantities mined Change December 31,
Country Site 2004 20050 in estimates 2005
Canada Cigar Lake 2,069 - 0 2,069
Canada McArthur 32,908 - 41,623 74,531
Kazakhstan ~ Muyunkum Phase 1 3,966 - 0 3,966
Kazakhstan ~ Muyunkum Phase 2 © 7,521 - (168) 7,353
Kazakhstan  Tortkuduk Phase 1 11,829 - 0 11,829
Kazakhstan  Tortkuduk Phase 2 (/) 3,117 - (744) 2,373
Niger Cominak 15,737 - 0 15,737
Niger Somair 7,921 - (7,921) 0
Total probable reserves 85,070 - 32,789 117,859

(1) Uranium contained in the ore extracted. The difference between this data and production corresponds to rates of recovery, inventories in process in the mill and the
time lag from extraction to production

(2) “Proven reserves” downgraded to “probable reserves” by the operator (Cameco).
(3) Reserves upgraded at the Sue E open pit mine.

(4) New reserves estimates and assessments for the Akola and Akouta sectors.

(5) Resources upgraded to reserve status, based on feasibility of the Artois deposit.
(6) New estimates and assessment of part of the Muyunkum resources.

(7) New estimates and assessment of part of the Tortkuduk resources.
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4.4, Front End Division

Measured resources

(in units tons) December 31, Change December 31,
Country Site 2004  in estimates(@ 2005
Canada McArthur (D 3,791 (249) 3,642
Kazakhstan ~ Muyunkum Phase 2 (@) 369 (369) 0
Niger Cominak @) 4,092 (1,548) 2,544
Niger Somair 4 461 (461) 0
Total measured resources 8,714 (2,628) 6,086

Indicated resources

(in units tons) December 31, Change December 31,
Country Site 2004 in estimates 2005
Canada McArthur (D 2,830 0 2,830
Canada Midwest 2,247 0 2,247
Kazakhstan ~ Muyunkum Phase 2 (2) 1,214 (1,214) 0
Niger Cominak @) 6,969 (1,244) 5,725
Niger Somair 6,397 0 6,397
Total indicated resources 19,657 (2,458) 17,199

Inferred resources

(in units tons) December 31, Change December 31,
Country Site 2004 in estimates 2005
Canada Cigar Lake 45,446 0 45,446
Canada McArthur (1 40,597 (4,146) 36,451
Canada Midwest 2,252 0 2,252
Kazakhstan ~ Muyunkum Phase 2 (2) 120 1,090 1,210
Kazakhstan  Tortkuduk Phase 2 ©) 9,538 1,399 10,937
Niger Arlit Concession © 22,200 (8,200) 14,000
Niger Cominak @ 21,458 (2,740) 18,718
Niger Somair 10,127 (12) 10,115
Total inferred resources 151,739 (12,609) 139,130

(1) New estimate of resources after completion of a drilling campaign by Cameco.

(2) New estimates and downgrade of part of the Muyunkum resources.

(3) Combined effects of decrease in resources due to negative results of a drilling campaign in Akola, the downgrade to “other resources” of part of the resources of the
Akola and Akouta sectors, and a new assessment of the Ebba North and Ebba South deposits after completion of a drilling campaign.

(4) Increase in the quantity of resources upgraded to reserve status after completion of a new feasibility study concerning the Artois deposit.

(5) New estimates and downgrade of part of the Tortkuduk reserves.

(6) Write-off of the Argus and Arcadia deposits after a negative drilling campaign.
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4.4, Front End Division

Other measured resources

(in units tons) December 31, Change December 31,
Country Site 2004 in estimates 2005
Australia Koongarra 6,585 0 6,585
Canada McClean 6,727 1,388 8,115
United States Malco Wyoming 1,557 0 1,557
United States Pathfinder 1,060 0 1,060
France Aquitaine 172 0 172
Kazakhstan ~ Muyunkum Phase 2 (1) 9,783 (9,783) 0
Niger Cominak @ 4,046 3,584 7,630
Niger Somair 8,670 (131) 8,539
Total measured resources 38,600 (4,943) 33,657

Other indicated resources

(in units tons) December 31, Change December 31,
Country Site 2004 in estimates 2005
Australia Koongarra 1,000 0 1,000
Canada Dawn Lake 4977 0 4977
Canada Kiggavik 17,255 0 17,255
Canada McClean 957 0 957
Canada Sissons Schultz 39,572 0 39,572
United States Malco Texas 677 0 677
United States Malco Wyoming 5,949 0 5,949
United States Pathfinder 4,868 0 4,868
France Aquitaine 11,279 0 11,279
Kazakhstan ~ Muyunkum Phase 2 (1) 3,211 5,450 8,661
Niger Imouraren 118,100 0 118,100
Niger Somair 3) 10,537 (3,607) 6,930
Total indicated resources 218,381 1,844 220,225

Other inferred resources

(in units tons) December 31, Change December 31,
Country Site 2004 in estimates 2005
United States Pathfinder 3,576 0 3,576
France Aquitaine 139 0 139
Kazakhstan Muyunkum Phase 2 (1) 0 2,684 2,684
Niger Imouraren 25,500 0 25,500
Total inferred resources 29,215 2,684 31,899

(1) New estimates and downgrade of part of the Muyunkum resources.
(2) Downgrade to “other resources” after assessment of the Akola and Akouta sectors.
(3) Reclassification of resources based on the feasibility study of the Artois deposit.
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4.4, Front End Division

AREVA uses the JORC classification system for Australian resources and the CIM classification system for Canadian resources.

GOLD

Criteria and parameters

AREVA share Criteria applicable to reserves
Participating Share of Recovery Life of deposit Mining permit
Country Site Operator interests (%) production (%) (%) (years) Type* Beginning End
Australia Mungari East Cominor 51.00 51.00 - - OP 1994 2025
Australia Mungari West Cominor 51.00 51.00 96.20 14 OoP 1999 2023
Australia Polaris Cominor 68.01 68.01 - n.d. n.a. n.a.
Ivory Coast Fetekro Cominor 65.00 100.00 - - n.d. n.a. n.a.
Ivory Coast SMI Cominor 51.00 100.00 82.80 11.1 OoP 1989 2006**
Sudan AMC Cominor 40.00 40.00 85.97 3.7 OoP 1991 2018
* OP: open-pit mine; n.d.: not defined (not defined at the present time since mining has not begun).
** Permit renewal in four-year installments.
Estimated mineral reserves in the ground at year-end 2005
Proven Probable Total reserves
AREVA share
Mineral Mineral Mineral Participating Share of
MT (n  Grade  Metal MT (n  Grade Metal MT @n  Grade  Metal interest)) production @

Country Site thousands) gMT kg | thousands)  g/MT kg | thousands) g/MT kg kg kg
Australia Mungari West 1,316 255 3,356 482 1.55 747 1,798 228 4,103 2,092 2,092
Ivory Coast ~ SMI 2,882 548 15,779 140  4.00 560 3,022 541 16,339 8,333 16,339
Sudan AMC 4,135 494 20,437 0 0.00 0 4,135 494 20,437 8,175 8,175
Total 8,333 4.75 39,573 622 2.10 1,307| 8,955 4.57 40,880 18,601 26,607

Estimated mineral resources in the ground at year-end 2005 (excluding reserves)

Measured Indicated Measured + indicated
AREVA share
Mineral Mineral Mineral Participating Share of
MT (n  Grade  Metal MT (n  Grade Metal MT @n  Grade  Metal interest™ production @
Country Site thousands)  g/MT kg | thousands) — g/MT kg | thousands) ~ g/MT kg kg kg
Australia Mungari East 895 6.27 5611 1,887 556 10,501 2,782 579 16,112 8,217 8,217
Total 895 6.27 5,611 1,887 5.56 10,501 2,782 5.79 16,112 8,217 8,217

NB: the terms “proven” and “probable” relate to the level of reliability in estimates of mineral reserves in terms of quantity, grade, density, form and physical characteris-
tics (reliability of estimates ranging from the highest level to the lowest level in this table).

(1) Participating interest: percentage of AREVA's equity stake in the mining joint venture.

(2) Share of production: quantity of gold “sold/distributed” to AREVA by the mining joint venture.

Source: AREVA.
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Inferred
AREVA share
Mineral Metal | Participating Share of
MT n  Grade interest) production @
Country Site thousands)  g/MT kg kg kg
Australia Mungari East 559 563 3,145 1,604 1,604
Australia Mungari West 22 2.55 57 29 29
Ivory Coast ~ Fetekro 2,769 2.17 6,020 3,913 6,020
Total 3,349 2.75 9,221 5,546 7,653
Source : AREVA.
Other estimated mineral resources in the ground at year-end 2005
Measured Indicated Measured + indicated
AREVA share
Mineral Metal Mineral Metal | Mineral Metal | Participating Share of
MT (n  Grade MT (n  Grade MT in  Grade interest) production @
Country Site thousands) g/MT kg | thousands) — g/MT kg | thousands) g/MT kg kg kg
Ivory Coast ~ SMI 702 439 3,083 30 824 249 733 455 3,331 1,699 3,331
Total 702 439 3,083 30 824 249 733 455 3,331 1,699 3,331
Inferred
AREVA share
Mineral Metal | Participating Share of
MT in  Grade interest™ production @
Country Site thousands)  g/MT kg kg kg
Australia Polaris 489 1.25 611 415 415
Ivory Coast  Fetekro 905 322 2919 1,897 2,919
Total 1,394 2.53 3,530 2,313 3,335
Production
(in gold kilograms*) Total (1) Share of (2)
Country Site 2005 production 2005
Australia Mungari East 2,004 1,022
Ivory Coast ~ SMI 1,335 1,335
Sudan AMC 4,739 1,895
Total 8,077 4,252

* kg: quantity of gold in kilograms, contained in the concentrates after milling.
** Share of production: quantity of gold produced during the year and “sold/distributed” to AREVA by the mining joint venture.

NB: the terms “measured”, “indicated”, and “inferred” relate to the level of reliability in estimates of mineral resources in terms of quantity, grade, density, form
and physical characteristics (reliability of estimates ranging from the highest level to the lowest level in this table).

(1) Participating interest: percentage of AREVA's equity stake in the mining joint venture.
(2) Share of production: quantity of gold “sold/distributed” to AREVA by the mining joint venture.

Source: AREVA.
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Changes recorded

Proven reserves

(in gold kilograms) December 31, Quantities mined Change December 31,
Country Site 2004 2005 in estimates 2005
Australia Mungari East 1,353 1,438 85 0
Australia Mungari West 3,356 0 0 3,356
Ivory Coast  SMI 17,420 1,705 64 15,779
Sudan AMC @ 23,507 8,853 5,783 20,437
Total proven reserves 45,636 11,996 5,932 39,573

Probable reserves

(in gold kilograms) December 31, Quantities mined Change December 31,
Country Site 2004 20051 in estimates 2005
Australia Mungari East (3 1,056 0 (1,056) 0
Australia Mungari West 747 0 0 747
Ivory Coast SMI 560 0 0 560
Total probable reserves 2,363 0 (1,056) 1,307

(1) Gold in the ore extracted. The difference between this data and production corresponds to rates of recovery, inventories in process in the mill, and the time lag from
extraction to production.

(2) New assessments of the projects.
(3) End of open pit mining; discrepancy with estimates.

Measured resources

(in gold kilograms) December 31, Change December 31,
Country Site 2004 in estimates 2005
Australia Mungari East 5,611 0 5,611
Total measured resources 5,611 0 5,611

Indicated resources

(in gold kilograms) December 31, Change December 31,
Country Site 2004 in estimates 2005
Australia Mungari East 10,501 0 10,501
Total indicated resources 10,501 0 10,501

Inferred resources

(in gold kilograms) December 31, Change December 31,
Country Site 2004 in estimates 2005
Australia Mungari East 3,145 0 3,145
Australia Mungari West 57 0 57
Ivory Coast Fetekro 6,020 0 6,020
Total inferred resources 9,221 0 9,221

Other measured resources

(in gold kilograms) December 31, Change December 31,
Country Site 2004 in estimates 2005
Ivory Coast  SMI 3,083 0 3,083
Total other measured resources 3,083 0 3,083
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(in gold kilograms) December 31, Change December 31,
Country Site 2004 in estimates 2005
Ivory Coast SMI 249 0 249
Total other indicated resources 249 0 249
Other inferred resources

(in gold kilograms) December 31, Change December 31,
Country Site 2004 in estimates 2005
Australia Polaris 611 0 611
Ivory Coast  Fetekro 2,919 0 2919
Total other inferred resources 3,530 0 3,530

No change was recorded.

4.4.1.6. Relations with
customers and suppliers

Customers

The Business Units supplies products and services to nuclear
power reactors worldwide. Most of these customers wish to
conclude multiyear contracts covering five-to ten-year periods in
order to ensure security of supply for their reactors.

Prices are usually calculated according to formulas in which a
base price is generally indexed on a factor of inflation.

Tighter supplies created an upward pressure on prices in 2005. As
a result, pricing formulas continued to reflect a trend initiated in
2004, where prices include a combination of a base price indexed
on inflation and price indicators reflecting market conditions at
the time of delivery. It is likely that spot prices at the time of delivery
will become an essential component of pricing conditions as
the imbalance between supply and demand continues in the
medium term.

Suppliers

Except for uranium obtained by diluting High Enriched Uranium
from Russia weapons, as described in the “Strategy and Outlook”
section of paragraph 4.4 of this report, all uranium delivered to
customers by the Business Unit is mined by companies or joint
ventures affiliated with AREVA.

It should be noted that current increases in commodity prices
have an impact on the Business Unit's production costs.

4.4.1.7. Research and Development

Mineral exploration

Unlike most uranium mining companies, AREVA continued its
mineral exploration program during 20 years of market collapse.
Approximately 3% of the Business Unit's revenue is allocated to
this program. With this strategy, AREVA was able to maintain the
know-how of its geology department, to collect and update scientific
data, and to identify new deposits for mining when the market
recovers. AREVA is launching an ambitious exploration program for
the coming years, with a budget of some €16 million in 2005 and
triple that amount in the medium term.

Short-term outlook

AREVA is augmenting the number of its geologists by 70% to
achieve the staffing levels that enabled the Company to discover
the large deposits of France, Niger and Canada, including Cluff
Lake and Cigar Lake.

The first actions are to accelerate development efforts near active
mining sites and to prepare new exploration campaigns in uranium-
rich provinces familiar to the Group. These efforts have already
yielded practical results, even though AREVA knows that many
years may be required before a minable ore body is discovered.

In Niger, data collected during an aerial geophysics campaign
carried out in 2004 resulted in new permit applications for specific
targets. These permits could be issued in 2006. In the eastern
part of Canada, new exploration programs yielded encouraging
results in Shea Creek, south of the former Cluff Lake mining site.
In Southern Australia, north of Adelaide, negotiations with the
aborigines resulted in an agreement to start exploration in 2006.
In Finland, initial on-site exploration has identified three promising
areas. A permit application was submitted at the end of 2005.
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Medium- and long-term outlook

Teams of geologists, miners, chemists and economists are working
on projects identified in the past and on emerging projects,
particularly in North America and Central Asia.

Research

The Business Unit's research programs are focused on mining
and ore processing techniques such as milling or leaching.

4.4.1.8. Operations and highlights

The Group sold 13,200 MT of uranium in 2005, including trading
activities, compared with 12,500 MT in 2004. Production was
6,020 MT, marginally lower than in 2004. As in 2004, most
production originated in Canada and Niger.

The development of mining operations at the Katco project in
Kazakhstan and the Cigar Lake project in Canada continued in
2005. These projects were launched in 2004.

In Kazakhstan, production began at the Muyunkum South deposit
at the end of 2005 and operations started at the first processing
plant. In October 2005, Katco's mining concession was extended
for a 35-year period. This transaction ensures that AREVA will be
able to maintain its operations in the country, which has become
one of the planet’s major producers.

In Canada, underground development and surface infrastructure
construction continued as planned at Cigar Lake throughout the
year. Employee housing, 57 kilometers of roads and several
underground and surface facilities were completed.

At the end of 2005, AREVA's Australian subsidiary, Interuranium
Australia, sold its 7.8% participating interest in the Australian
company Energy Resources of Australia, Ltd. (ERA), which operates
the Ranger uranium mine in northern Australia. This purely
financial interest gave no access to uranium and had no strategic
advantage. The proceeds of the sale will be reinvested in new
mining opportunities.

In France, the Lower Criminal Court of Limoges (central France)
found in favor of AREVA NC in a case involving a claim filed by two
local associations alleging waste dumping and damage to fish
wildlife. Both associations have appealed the decision on a purely
civil basis (see paragraph 4.15.5.).

The market was very active in terms of sales in 2005, in particular
for long-term contracts outside France. AREVA is benefiting from
this trend, which has two facets. First, utilities now wish to sign
contracts covering much longer periods than before. Some utilities
want to ensure the supply of their reactors for ten years, or even
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for the life of the reactor. Secondly, a number of utilities are
accelerating procurement to anticipate the depletion of secondary
sources of supply and the growing demand resulting from renewed
interest in nuclear power.

Uranium is thus becoming a strategic supply for utilities and a
powerful marketing asset for the AREVA group.

4.4.1.9. Qutlook and development
goals

The Business Unit had a significant backlog of orders at year-end
2005 equivalent to five years of sales revenue. The Business Unit
intends to diversify its portfolio of customers over the longer term.

At the end of 2005, approximately 64% of the backlog is based on
pre-2003 prices and 36% was gradually placed under contract
under prices from the 2004-2005 period. The pressure on uranium
prices should begin to have a positive impact on the Business
Unit’s sales revenue and earnings starting in 2008, and an even
greater effect starting in 2009. Less than 40% of the Business
Unit’s revenue for the period 2006-2008 will be affected by post-
2005 market price developments.

Considering the renewed interest in nuclear power, AREVA is
already a key player on the uranium market, and initially intends
to double production by 2010. However, the cost of new resources
will probably be impacted by more difficult operating conditions at
the new mines.

To increase its production capacity, AREVA has already initiated a
vast exploration program around the globe as part of the “Turbo
plan”, while continuing to invest in existing sites.
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4.4.2.1. Key data
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(in millions of euros, IFRS) 2005 2004
Sales revenue 283 232
Workforce at year-end 1,640 1,652

people people

4.4.2.2. Businesses

Conversion of natural uranium (U30g) into uranium
hexafluoride (UFg)

The Chemistry Business Unit’s primary business is to convert
natural uranium into uranium hexafluoride. Uranium enrichment,
the necessary next step in nuclear fuel fabrication, requires
uranium in the chemical form of UFg as feed material for all types
of enrichment technologies.

Uranium concentrates shipped from the mine for conversion are
owned by the electric utility customer. Conversion is a two-stage
process. In the first stage, the uranium is converted into uranium
tetrafluoride (UF,). This involves dissolving the mine concentrates
with acid, then purifying, precipitating and calcining them to
produce UO3 powder. This product is then hydrofluorinated with
hydrofluoric acid, which converts it into UF,, which is granular
and green in appearance. These operations are carried out at the
Comurhex Malvési plant in Narbonne, France.

In the second stage, the UF, is converted into uranium hexafluoride
(UFg) through fluorination. One of the chemical characteristics
of UFg is that it turns into a gas when heated at relatively low
temperature. The fluorine used in this process is produced through
electrolysis of hydrofluoric acid. These operations are carried out
in the Comurhex Pierrelatte plant in southern France.

The following diagram summarizes the process:
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* Purely clinical operations.

Stabilizing uranium hexafluoride (UFg) through
defluorination

The uranium enrichment process (see Enrichment Business Unit)
generates depleted uranium hexafluoride, which is converted into
stable, insoluble and non-corrosive uranium oxide that can be safely
stored pending reuse. The AREVA NC Pierrelatte defluorination
plant is the only facility in the world to convert depleted uranium
hexafluoride into oxide on a production scale. The conversion of
depleted uranium hexafluoride into an oxide generates an ultra-
pure 70% hydrofluoric acid, a marketable by-product.

Recycling of uranium from fuel treatment

After a residence time of three to four years, nuclear fuel is
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