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Creating value

Creating economic value for the benefit of all our stakeholders.

The Tata Steel Group’s management
approach combines a very disciplined
financial planning and management system
with a focus on the long term, rather than
on short-term opportunism. We believe this
approach is the best way of ensuring that
our economic performance is enhanced in a
sustainable manner and in the interests of all
our stakeholders.

Economic performance

Our primary measure of economic value
creation is Return on Invested Capital

(ROIQ). In order to maximise ROIC, we are
continuously seeking to optimise our assets
and investing in numerous initiatives to
create additional economic value through
growth in capacity, innovation in technology
and operations, and improvements in
efficiency, integration and marketing.

The severity of the global economic downturn
had a significant impact on the Group’s
business in the second half of the reporting
period. Demand for steel declined by 26%

in Europe in the third quarter compared to
the previous year, and by the fourth quarter

it had fallen by 57% in the UK and 44% in
Europe compared with the previous year. Our
Indian operations experienced a less dramatic
fall in demand of 11% in the third quarter,
with some encouraging signs of recovery
emerging by the end of the year.

The Group has taken necessary steps to
maintain its economic competitiveness in
the face of this dramatic worldwide slump

in demand through major initiatives in

cost reduction, process improvement and
production rationalisation. The highest
priority is being focused on expanding steel
manufacturing capacity in India and ensuring
raw material security for our European
operations which do not have captive iron
ore and coal resources. It is regrettable but
unavoidable that the need to restructure our
manufacturing capacity in Europe has meant
the loss of a significant number of jobs.

So from an economic viewpoint, this is an
exceptionally challenging time for virtually
all major industrial enterprises, but we are
confident that we have the strategy and
the people to emerge from it as a more
competitive steel manufacturer with a
stronger global presence and an enhanced
capability in producing advanced steel
products for our customers.

Despite the severe downturn, the Tata
Steel Group still managed to deliver some
outstanding economic results in 2008/09,
to the benefit of all its stakeholders:

B Our global steel deliveries totalled
28.5 million tonnes (2007/08:

31.7 million tonnes)

B Ourturnover reached a record
US$29 billion (2007-08: USS$26 billion)

B Our earnings before interest and taxes
(EBIT) totalled US$2.79 billion (2007/08:
USS$2.78 billion)

B Our return on invested capital (ROIC).
was 21% (2007/08: 20%)

B Our capital investment including
research and development was
US$1.84 billion (2007/08: USS$1.78 billion).

In conducting its business around the world,
the economic value distributed (EVD) to the
Group’s stakeholders during the year totalled
USS$27.9 billion (2007/08: US$23.9 billion).
The distribution of this economic value is
shown in table 1.

Quality and business excellence

Quiality is vital to the success of our business.
Our products and services must consistently
be of the highest quality in order to create
value for our stakeholders, and to uphold
our reputation. ISO 9001, the world’s most
established and comprehensive quality
management framework, is applied
throughout the Tata Steel Group. Itis
reinforced through a culture of continuous
improvement in everything we do.

The Deming Application Prize

Our commitment to quality was recognised
in November 2008 with the award to Tata
Steel India of the Deming Application

Prize for outstanding performance in Total
Quality Management (TQM). It is the first
time this award has been granted to a steel
company outside Japan, and the citation
acknowledged ‘the company’s excellent
business philosophy and leadership as
demonstrated by senior management!

The prime minister of Vietnam, Nguyen Tan Dung, visits Jamshedpur, India. Tata Steel has signed a
deal to develop a cold rolling mill complex in Vietnam.
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Table 1 Economic value distributed to society

Tata Steel Group

Steel
production
Business Employees Shareholders Contractors and Providers of Governments Community
Deliveries Investment suppliers loans Investment
28.5million
tonnes
Turnover Capital
529billion expenditure
$1.66billion
Earning before Wages and OpperEiiing @esis Income tax, other Contributions
interest and tax R&D benefits Dividends $22.21 Interest payments taxes and duties and donations
$2.8billion  $184million $3.53billion $251million billion $760million $1.13billion  $30million
Society

Table 2 Regional distribution breakdown of economic value (US$ millions)

Stakeholder group Tata Steel India Tata Steel Europe  NatSteel Holdings

Employee wages and 453 2,935 72 16
benefits
Shareholder
dividends 2l - - "
Contractors and 2,561 17,225 2,571 699
suppliers
Interest payments 299 432 16 8
to loan providers
Government
taxes 1,054 Uz 10 8
Community
investments and 15 15 0.26 0.10
donations
Economic value
distributed 4,633 20,624 2,669 s

(US$ millions)

*Tata Steel Group numbers include other subsidiaries, joint ventures and consolidation adjustments.
Conversion rate 1 USD = Rs. 50.87

Tata Steel Thailand

Tata Steel Group*
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It is because we have taken the first firm and sure steps
towards quality movement and because a large number
of people in the entire organisation are involved that
we are being given this prestigious award. Our efforts
to challenge the Deming Prize and the questions the
Deming examiners asked us during the assessment
process made us realise that we now have a tool and a
system with which we can improve everything we do
on a continuous and predictable basis.

B. Muthuraman, vice chairman, Tata Steel

Accelerating improvement these KPIs has been tracked and compared
With the integration of our European across sites.

operations acquired in 2007, and

continuing a journey towards TQM Early successes include:

that began in the late 1980s, the Group B High re-use of residual materials at
established a Performance Improvement Port Talbot

Committee to drive improvement on a B Reduction in hot metal manganese at
continual and accelerated basis. Performance Port Talbot

Improvement Teams are now in place B Bottom stirring at IJmuiden leading to
across our business worldwide for iron- improved converter life and yield
making, steelmaking, rolling, maintenance, m  Higher usage of Low Cost Carbon Source
distribution service centres and building (LCCS) in the blend at IJmuiden, Port
systems. Each has identified its top three Talbot and Scunthorpe

to seven key performance indicators (KPIs). W Vessel life improvement at Jamshedpur
Since July 2008, performance against and Scunthorpe

Capacity expansion

The expansion of our Jamshedpur plant to
increase annual production capacity from
6.8 10 9.7 million tonnes by 2011 is being
driven by growing consumer demand for
our products. This additional capacity will
enable us to supply good quality steel

to more customers and to play an even
larger role in the construction of public
infrastructure in India.

Jamshedpur steelworks, India, by night.

B Blast furnace and coke ovens operating
process for lower production levels
developed and successfully implemented
in Tata Steel Europe operations without
compromising equipment.

Business excellence

All Tata companies apply the Tata Business
Excellence Model (TBEM). This unique
methodology helps organisations identify,
understand and manage the effectiveness of
their processes. The aim is to create strategic
direction and drive business improvement,
ensuring our businesses keep pace with the
very best global business practice.

Based on a model created in the United States,
TBEM was developed by Tata Steel in the early
1990s. Since then, it has evolved and spread
globally throughout the 96 Tata companies.
Now Tata Quality Management Services, an
in-house organisation, collects and shares
assessment results from around the Tata Group.

Each Tata company is assessed by experts
from other organisations within the Tata
Group. In 2008, 20 employees from our
European operations were trained as
assessors. Working alongside Tata colleagues,
they carried out assessments in organisations
such as Titan Jewellery, Tata Refrigeration and
Tata Technologies Limited. TBEM assessment
of our European businesses will begin in the
second half of 2009 and the entire Tata Steel
Europe organisation will be assessed by 2011.
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Improving product quality

The Indian specification — 1S:1786 — for reinforcing bars (rebar) has
not been significantly revised for 20 years. As a result, customers
and manufacturers had settled for the Fe415 grade, while the
norm in developed economies is the Fe500 grade rebar, which
has superior ductility, bendability and thermal and corrosion
resistance. Tata Steel decided to produce and market this higher
specification product as a better alternative to Fe415. It took
three years, from 2005 to 2008, to convert the Indian industry

to Fe500, but the leading companies are now constructing
buildings that benefit from the product’s superior attributes.

Tata Steel is the only rebar manufacturer in India to be accredited
by CARES, the UK certification and technical approval body for
the construction industry.

L\

i

..A
3

- oA e e

Reinforcing bars in India.

Innovation B Photovoltaic coating systems A truly innovative company is one that
Our continuing mission is to produce Developing steel products incorporating not only generates exciting new ideas but
better steels — and to produce them better. state-of-the-art thin-film photovoltaic transforms them into proven, value-adding
Innovation is one of the four key factors — systems to generate solar energy. products and processes. The Tata Steel
along with our people, our offer and our B Economic mineral beneficiation Group’s strategic Intellectual Property (IP)
conduct — through which the Tata Steel Maximising the use of raw materials road-mapping and multi-disciplinary review
Group is pursuing its vision to be the global available from captive sources. system has created a growing portfolio of
steel industry benchmark for value creation B Heavy end of the future IP rights that is both constantly evolving
and corporate citizenship. Increasing productivity, improving raw and mature.
material and energy efficiency and
We are continuously seeking to strengthen reducing carbon dioxide (CO,) emissions. The Group's patent portfolio currently
our competitive position by identifying B New generation high-strength steels comprises over 850 patent applications at
improvements in technology, processes and Developing products to meet future various stages between filing and grant, and
products, through a substantial and focused demand for high-strength and ductility a similar number of valid patents granting
programme of research and development. (HSD) steels. national exclusive rights owned by the
B Advanced coatings development respective Group companies. Our IP portfolio
More than 1,000 people are employed at the Reducing coatings costs while extending also includes some 250 pending trade mark
Group's research and development (R&D) the performance and applications range applications, and over 1,500 registered
centres in Jamshedpur, muiden, Rotherham of our coated products. trademarks for premium products such as
and Teesside. These centres work on a wide B Producing ferro-chrome with less energy ~ Tata Shaktee®, MagiZinc® and Colorcoat®.
variety of projects funded by the individual Enhancing process technology to use
business units, as well as a number of strategic less power and coke in the production of
‘thrust areas'that are funded corporately. ferro-chrome and stainless steel.
B Energy-efficient fluids

Current R&D thrust areas include: Developing higher performance coolants
B Hydrogen harvesting and fabricants for rolling steel.

Commercialising a process developed B Pushing the raw materials envelope

by Tata Steel researchers that uses the Lowering the phosphorus content within

waste heat from molten slag to generate the converter during steelmaking to

hydrogen, reducing overall fossil fuel improve product quality.

consumption and emissions during

steelmaking.
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Our people

1he Company shall be
mindful of its social and
moral responsibilities to
the consumers, employees,
shareholders, society and
the local community.

J.R.D. Tata, chairman, 1938-84

K.P. Das, cast house operator, F blast furnace, Jamshedpur, India.

Health and safety

Managing health and safety

We strive to manage our business in a

way that ensures a safe, healthy, clean and
ergonomic working environment for our
employees, contractors and anyone affected
by our activities.

We aspire to be the health and safety
benchmark for the global steel industry, and
have set ourselves the goal of achieving a
lost time injury frequency (LTIF) rate of 0.4 or
better by 2012. Based on the improvements
achieved so far, we believe that this is a
realistic target.

Health and safety issues are reviewed at all
Tata Steel Group board meetings. Building
on the policy adopted in our European

operations, a board-level Health, Safety

and Environment (HS&E) Committee has

been established in the second half of

2009 to provide overall leadership in HS&E
matters throughout our global business. Its
membership will consist of the top executives
from the major business entities and two non-
executive directors including the committee’s
chairperson, while functional HS&E directors
will provide advice and support.

Each of the Group’s four regional businesses
has a well-established and comprehensive
health and safety policy, with supporting
principles, standards and procedures.
Through continued integration, it is
envisaged these individual policies will be
replaced by one worldwide Tata Steel Group
health and safety policy.









EU's Seveso Il Directive. As a result of the
process safety team’s visits, a number of our
smaller sites were assessed as containing
potential risks that had not previously

been fully understood. Corrective action
plans to implement effective process safety
management controls have now been put in
place at these sites.

Progress on occupational safety

Ensuring a safe workplace for our employees,
contractors and visitors is a fundamental
imperative of corporate citizenship. Our
commitment to occupational safety is
demonstrated in our policies, and we are
constantly striving to reinforce our Group-
wide safety culture through leadership,
respect and engagement to ensure that
people at all levels are encouraged — and feel
able - to challenge unsafe behaviour.

Mandatory health and safety standards,
developed for each of our four business
entities, provide direction on key issues.
Safe working procedures are provided
where additional guidance is required to
ensure full and consistent compliance with
a given standard.

During the year under review, we
continued to focus on three key Group-
wide occupational safety risks, which are a
significant source of lost time injuries:
working at height;
onsite vehicle movements; and
contractor safety.

Working at height

There are numerous risks present when
our employees or contractors are required
to work at height. Early in the integration
process following the acquisition of Corus,
we identified significant opportunities

for reducing these risks and shared best
practices in access systems and fall-arrest
equipment. This culminated in our largest
European scaffolding contractor, SGB,
establishing an operation at the Jamshedpur
site in India.

Onsite vehicle movements

The size and complexity of our operating
sites mean that the volume and diversity
of onsite traffic is considerable. Particular
attention has been given to developing
effective systems to manage traffic and
reduce the associated risks for road and rail

OUR PEOPLE

Kalzip Constant Force fall arrest system.

users, pedestrians, and process infrastructure
and buildings while vehicles are moving,
parking, loading or unloading.

Over 1.8 million tonnes of steel products
leave our distribution sites in the UK each
year. In 2008, we embarked on a new
initiative called LoadSafe, aimed at improving
safety during the loading and unloading

of vehicles. A team of employees and
contractors from our European distribution
sites has been working closely with
BlueScope Steel, an industry leader in safety,
to develop Group-wide guidelines to protect
drivers and loaders, including measures

for working at height and the creation of
exclusion zones around loading areas.

In India, we have taken decisive action
to prevent serious incidents associated
with crane movements. A crane safety
task force was established in 2006 to
formulate an improvement plan to
eliminate such accidents by 2010/11.

Eliminating safety hazards

At our Bored Pile Caging business in Singapore, bored pile cages were loaded onto trailers
using an overhead crane with spreader beams and chains. An employee was required to
work on the trailer, standing on the loaded cages to release the chains. With a daily output
of more than 150 cages, the safety risk was high. An innovative solution was called for.

We identified and created a quick-release system for the chains on the spreader beam.
Now, a single operator can release all the three chains simultaneously with a simple pull
mechanism and — importantly — can do so from ground level, clear of the trailer.

This simple but effective engineering solution has not only eliminated safety hazards, it
has increased plant capacity by 50%. The team that came up with the idea received the
NatSteel Holdings 2008/09 Safety Innovation Award.

Bored Pile Caging business, Singapore.
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European Good Practice Awards

Following on from their success at

the Dutch Good Practice Awards in
2008, our Tubes facility in Maastricht,
the Netherlands, won the European
Agency for Safety and Health at Work's
European Good Practice Award in
April 2009. The Tubes plant won the
award for introducing a risk assessment
card system aimed at encouraging
employees to consider the potential
safety risks before starting any task.
The system has helped to reduce the
number of incidents on site, with LTls
falling to zero and the number of
employees requiring offsite medical
treatment down by more than 75%
since 2006.

Maastricht site manufacturing manager Jos Bongaerts (left) discusses safety with Tata Steel Europe CEO Kirby Adams.

Safety champion programme

The 'On-The-Spot-Recognition’ (OTSR)
programme was launched in Singapore
in March 2009. The programme
recognises ‘safety champions'among
employees and contractors, and rewards
them for meeting safety standards and
maintaining good health and hygiene
practices — for example, the correct

use of personal protective equipment,
conforming with safe working
procedures, maintaining a high standard
of housekeeping, reporting potential
safety hazards and encouraging others
to work safely by personal example.

The first OTSR awards are presented to
employees Vellaichamy Subbiah and Emon
Hossain Barek Mollah.

The task force concluded that action is
necessary to improve skills of operators,
install audible motion alarms and develop
standard procedures for crane inspection to
prevent falling objects. Further improvement
is needed, but crane-related incidents have
reduced by 76% in the reporting period,
with no fatalities.

Contractor safety

Although our combined employee and
contractor LTIF rates have been steadily
improving, the incident rate remains much
higher among contractors. Specific measures
have been taken across the Group during the
reporting period to address this issue.

In Thailand, all contractors are required to
attend a basic safety training course before
starting work on site. Our in-house training
course has been delivered to 590 contractors.
Additional job-specific safety training, for
example safe working within confined spaces
and fire fighting, has been provided to 91 of
those contractors.

In India, the extension of our Safety
Excellence Journey to involve contractors has
been timely, given the capacity expansion
project at Jamshedpur. As well as specifying
clear safety criteria for the award of contracts,
we have instituted a system to communicate
what we require of our contractors for

them to meet the Group’s safety standards.
Orientation and training are now integral
elements of contract management, and

particular attention is given to contractor
safety inductions and work risk assessments.

In Europe, safety improvement initiatives at
our sites, while effective in raising employee
safety performance, were not leading to
comparable improvements in the contractor
LTIF rate. A new approach was required, and
in 2008 we launched a Contractor Safety
Leadership Programme. The programme
was kick-started with a workshop, which was
attended by the CEOs of our seven principal
European contractors. Together they started
a process to identify root causes of incidents
and opportunities for improvement, to

share good practices, and to motivate the
broader contractor community to set and
maintain high safety performance targets.
This renewed commitment is already evident,
with a 20% reduction in the number of

LTls recorded for contractors in 2008/09
compared to the previous year.

Progress on occupational health

The Tata Steel Group is committed to
safeguarding and promoting the physical,
mental and social well-being of our
employees. We believe that health protection
should not simply be limited to the use

of personal protective equipment, but
should also involve eliminating, reducing
or isolating hazards. The range of identified
potential health hazards includes noise,
vibration, hazardous substances, manual
handling, driving and climatic conditions.
We are currently in the process of
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Addressing health risks

In the Netherlands, we opened our Vitality
Centre at Umuiden in March 2008, in
collaboration with our main health and
insurance providers. Up to 500 employees
were identified during their regular
medical check-ups as having potential
health risks, and the centre provides each
employee with a tailored exercise and
health advice programme.

In Thailand we have begun a new initiative
to address the increased health risks
associated with being overweight. The
‘Khon Lhek Rai Poong' programme is run
in collaboration with the healthcare centre
at Saraburi Hospital to provide individual
diet and exercise plans for participating
employees to help them achieve their
target weight.

Vitality Centre, lJmuiden, the Netherlands.

establishing baseline exposure levels to
prioritise our improvement plans and to
measure their effect. Hazard identification,
risk assessment and control are the keys
to ensuring a safe and healthy working
environment.

Controlling health hazards

A programme has been introduced at all

our European sites to identify, control and
minimise potential health hazards. The goal is
to reduce the number of employees exposed
(without personal protective equipment) to
the site’s five main health hazards by 25%
year on year.

At IJmuiden in the Netherlands, we have
taken positive action to reduce the health
hazard associated with diesel fumes. The
potentially carcinogenic properties of diesel
fumes are well documented, though no
statutory exposure limit has been published
to date. In close cooperation with the
IJmuiden Works Council, we have taken
three steps to reduce exposure levels: first,
to monitor existing levels at 200 points
around the site and establish an exposure
limit of 25 milligrams per cubic metre;
second, to ensure that all business-owned
vehicles are fitted with adequate particle
filters; and third, to implement an effective
monitoring system to ensure that all vehicles
entering site are compliant.

In Singapore we have cleaned up the
drainage system and eliminated stagnant
water in and around the plant to prevent the
breeding of mosquitoes, greatly reducing
the risk of our people and the neighbouring
community getting dengue and other
mosquito-transmitted diseases.

Health promotion

Health promotion helps to educate and
motivate employees, and their families,

on the benefits of maintaining healthier
lifestyles. This can help to safeguard against
physical and mental illness and prevent
existing conditions from becoming worse.
All our businesses provide health-screening
checks for employees and many operate
structured wellness programmes. Our health
and wellness initiatives are well-received by
employees, and initiatives in India, Singapore
and the UK have received awards from
prominent external organisations — see
listing at the back of this report.

Sometimes it is virtually impossible to avoid
illness — during a widespread influenza
outbreak for example — which presents

a significant risk to business continuity

and the health of our employees and
contractors. However, it is possible to

take measures to mitigate the impact of
outbreaks. There have been a number of
pandemic flu outbreaks, the most recent
being swine flu (H1N1). We have provided

basic hygiene advice for flu prevention to
all employees and guidance to managers
on how to respond when employees report
flu-like symptoms.

In Europe we issued guidelines on
emergency preparedness for pandemic
flu in April 2009, and all sites have
ensured that their contingency plans

are appropriate to minimise the risk to
employees and the business. In Singapore
we established a pandemic flu committee
when the Ministry of Health raised the flu
alert to code orange, and our occupational
health unit distributed advice and
thermometers to all employees.

Employer of choice

Core principles

Since its establishment in Jamshedpur more
than 100 years ago, Tata Steel has been

a pioneering and enlightened employer.
Long before its Human Resources Policy
was formally written down in 2001, the
company’s employment philosophy and
practices were based on the recognition
that its people are the primary source of its
competitiveness.

The core principles enshrined in that policy,
and now applied across the Tata Steel Group
worldwide, are: equality of opportunity,
continuing personal development, fairness,
mutual trust and teamwork.
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