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ONESTEEL LIMITED IS A FULLY INTEGRATED, GLOBAL
MANUFACTURER AND DISTRIBUTOR OF STEEL AND FINISHED
STEEL PRODUCTS. THE COMPANY IS SELF SUFFICIENT IN IRON ORE
AND HAS THE ABILITY TO BE SELF SUFFICIENT IN SCRAP METAL.
ONESTEEL IS AUSTRALIA'S PREMIER MANUFACTURER OF STEEL
LONG PRODUCTS AND A LEADING METALS DISTRIBUTION COMPANY
IN AUSTRALIA AND NEW ZEALAND. ONESTEEL ALSO MAKES
EXTERNAL SALES OF HEMATITE IRON ORE AND SCRAP METAL.
REVENUE FOR THE 2010 .
FINANCIAL YEAR EXCEEDED D

AUSTRALIAN DOLLARS

-

OneSteel mines and supplies
steeimaking raw materiafs to
steel mills operated in Australia
and overseas: recycles ferrous
and non-ferrous scrap metal; and
manufactures and distributes a wide
range of steel products including
structurals, rail, rod, bar, wice, grinding
media, ropes, rait wheels and pipe and
H tube praducts; and distributes sheet

BIiER and coi, piping systems, plate and

[ aluminium products.




ONESTEEL SERVICES
MORE THAN 30,000
CUSTOMERS, OFFERS MORE
THAN 40,000 PRODUCTS
GLOBALLY AND EMPLOYS
OVER 10,500 PEOPLE

2010 Financial year

Our mission
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OneSieel's mission 1s to deliver superior and sustainable returns through leading
market positions in the construction, recycling, resources and industrial markets, with
the leadership of our high calibre people. and operating and distribution capabilities.

Our achievements

After experiencing the most challenging period on record in the 2009 financial year
due to the impact of the Global Financial Crisis (GFC), our expectations for the 2010
tinancial year were tor continued difficult trading conditions with only a modest increase
in activity tevels, The year was progressing in line with our expectations until May when
the slow but steady recovery stalled due to a number of external issues. Qur overall
profit performance increased compared to the prior year due to factors including

the very strong performance of our iron Ore segment and benefits from initiatives
implemented last year in response to the GFC. These initiatives also helped deliver

a very strong cash outcome for the year and further strengthen our balance sheet.

We are well positioned with significant leverage to the economic recovery, and to
continue to improve our markel positions and uniock inheren: growth ‘n our porttatio
of businesses to drive OneSteel towards sustainable returns,
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Our core values
SAFETY

Map of operations

Ir agCiiion 10 our Ausiralian operaticns, 01eSteel a $0 0ceraies nearly S0 facilities 0verseas, wiltn the majcrity of these incud'rg

WE WILL MEET OUR PROMISE
70 CUSTOMERS

WE WILL NOT
COMPROMISE ON SAFETY

CUSTOMERS

;
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Investment merits

-+ Vertcally integrateq operations

« Self-cuthcient iniron ore

+ Separate fon ore revenye stream

« Ap:Liy for self-sutficiency n scrap sieel

+ Flexb'e stee! production with both integrated
and £ ectric Arc Furnace (EAF) processes

Leading market positions in Australia
+ #1.nceneral steel distribut on

« #1 nre:nforcing H
- #2:nrecycing |
« Bl.Nnwire

« Also 811n New Zeaand general dsirhuiien

Strong position in niche markets |
Rail wheels |
« Grinding media
Mining rooes |
Rait
Flgid tearsrmission i

ma;or manufdcturing and recycting sites in New Zealand and Asia. Addiiional facilties :n the United States include grinding media,
LireStee"™ Techrologies and recycl ng cperdting activit es.
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Financial overview

Statuicry net prohit after tax us 12%
to $258 multion

+ Underiying net protit after 1ax up 12%

10 $241 m.llion

- Operating cash flow up 64%
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10 5602 millien

Batance sheel turiher sirengthened

+ Slatutory net deot teduced 21%

0 $9&41 milhion

+ Gear:ng ratro reduced 4.3pts 10177%
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EBITDA (5m)

Underly ng EBIT S414 m't .on

Completed labour reduction program
~ $160 million annualised cost savings
(S100 mitlion permanent)

+ Very strong financial contriouiion finm
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Net Profit After Tax (Sm)

5317
 s.s60
5.456

¥

2.420

2.140

Funds Employed (Sm)

Iron Cre

Final dnigend of & cents per share
‘untranked) dec ared. Tola' dividend
for the year 11 cents (unfranked).

Operational overview

« Continyed to be impacied by ongoing

etfects of GFC
Iron Ore €BIT up 1959 10 $333 million
Achieved lron Ore saies volutrie targetl
of 6 milion tonnes
Pioject Magnet Phasa 2
- 20m: reserves added during year
- Contident that thers will be sulticient
reserves for sa'es al émtpa tor at
least 10 vears
Non-terrous expioration program
prograssing as expected
Recyc ing EBIT S8 milion. up from oss
of $39 million in prior vear
- Small acquisitions to improve
market position

Ausiralian Distribution EBIT S60 million.
down from 5185 million in prior year

Manulacturing EBIT $58 million, down
from $210 raillion in priofr year

Raw steel production increased 6%
10 2.3 million tornes

- Continuing to benefit trom initiatives

implemented last year in response to GFC

Signiticant leverage to economic recovery.




Key financials

Year ended 30 June

(Sm) % Chonge
R

Jther fg enrvenrceme &, & 13%

“ctal mceme 2 RN

Geoss erofit -2 12200

ERITDA - ungerining 7°9)
Deprecation § amcriisat-on 2%
£BIT - underlnng 15 +10%)
fIn30Ce COSTS 2 148%)
£a70 005 belcre [ax - uncerlving 789 2%
32 epense - underlving ' 28°%t
2rolit after [av = uncslying 8%
MOy NTersstls 180%:"
Net prelit afler tas = urderlyng 2 1205
Nel prohil alter (as - slaluiory K 1250

Total sssels 29
Inventorv 1680
i01ai it Iites (1924
Tunos :mpleved £ (2%
Toral suuty At
Hel geot 20
Mel gebl® (vl hedg ng: 123%)

Humper of sheses on ssue imillionsy 2 2y
Ciz2raliig cash llow 602 6a%
Free cash flox - underiying 480 162%
Free cas~ llos 429 g 138%)
Capinal ang investment expendituie 207 9 8%

Return o0 assets ®5  underlying 5.9% oo 06 nis
Returnon equity %t - urdertying 5.5% ‘02pts
Returnon tungs emploved % (ROFE1 - underlying 15% ‘08 o1
Sates marQin 6.7% 0.3pts
Gross protit marg.n 19.9% 20l
£3rnings per share cents) - ungeslying (ve'ghled dve! 8.2 1%
Owidends per share wcents) .0 1cent

Divigend paycul ratio - underlying 60.8% H6 DS
Dividend pavout ratio - statutory 56.63% 0.5 nts
Gearing - stalulory (net gett/net debt + equity) 17795 -4 3ol
Gearing - inc1 kedGirg (nel Gept/net aebl « 2quilys 18.336 488
Interest coves (times LBITDA) 6.9 . 3itimes

Net taagible assels cer share 151 177 7

Empiorees 10.598 15%)
Sales ger employee ($C0Qs) 585 (10%)

Raw stee: production 215 203
Sieel torines despatched 27 276

FY10 underlying fesulls are belcre the impacl of legat claims, acceleraled depreciation. restruciuring
actvilies. tax (ONSOIIANICT ANG Gver-provisions of Lax in prior years of S178 million after 1av

FY09 underlying iesulls are belore the impacl of réstructuiing activilies, 1as consotdation and
over-prowisions ol 1as in prior years of $14.2 miltion after tax
includes the «mpact of cross cuirency swiaps hadging loreign currency denominated debt




PETER SMEDLEY
Charrman

Manufacturng 18]l arte a1 Waratah NSW
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WELCOME TO ONESTEEL'S ANNUAL REPORT FOR THE 2010 FINANCIAL YEAR.
A YEAR DEFINED BY SLIGHTLY IMPROVED BUT STILL RELATIVELY WEAK MARKETS
DUE TO THE ONGOING EFFECTS OF THE GLOBAL FINANCIAL CRISHS

Despite the economic challzngas in mos!

of the markets n which OneStze! operates,
| am pleased to teport thai the comipany’s
nat profit alter 1ax for ;he 2010 finang-al
year increased 1295 on ihe previous year.

I am also pleasea to announce that many of
ihe initigtives :mplemented by CneSteer's
management in the previous year. in
response to the GFC assisted the company
in gelivering sirong cash and work:ng cas.tal
oitcom.es angd a 1owar cosl base ard in
further sirengihening the balance sheat.
placing OneSteei in a very good position 1o
everage on the back of econemic recovery

Operatlonal highlights

< ghi\gnis for the yaar incl:de delivering

a sliong eperating cash flow. significant
reduciions {0 ihe overall cost base, a goed
working capital outzome and the sirong
pertormance of our Iron Ore business, vath
sales acnieving our target for the year of
& million tonnes. Mr Plymmer vl discuss
each of these in more detail.

During the year. OneStleel’s Recycling
business made small acqu.sit.ons including
Metais Trading and Ace Meia's. The
acquisitions of these businasses are now
nelping 1o secure scrap volumes at source.
resulting 1n an impreved market ositicn
for the ychng bus'ness.

| am also pleased to report an improvement
in OneSteel's overall safety performance for
the year. Safety 1s cne of two core values
that underpin OneStzel’s mission to deliver
superior and susiainable returns.

Despite our ongoing comm.tment to safeiv
awareress. it is with grea: sadness and regret
that | acknowledge the loss ot a colleaque
during ihe year. linit-ally reported the fatal
accicent at OneStee’'s Annua- Genera'
Meeting ‘'n November last year. The accident
took place in October 1ast year at our Mackay
racycling operation in Queensland. Since

ihat time, and as a direct rasult of this tragic
:ncident. the company placed increased
emphasis on arving proactive safety

improvement and or: tacilitating greater
employee ‘nvolverrent in satety activiiies 16
further imcreve the cverai' Pealth and safety
pertormance of the company.

The details of OneSieel's salety results for
the year are reported in tha Sustamnab:liy
sect'on on page 32 OneSteel remains
commiited to driving futthar improvements
in the ronmung year.

Potential adverse leglslation
In May. I wrote to a: shareholders to alert you
to the conterns ang petentia mplicatiens
for OneSteel of the Australian Government's
proposed Resource Super Profits Tax (RSPTY.
The proposed RSPT was sutsequentiy
replaced by a propnsed Mineral Resource
Rent Tax (MRRT). While OneSteel believes
the MRRT regresents an improvement nver
the RSPT we danot suppori the proposed
MRRT. as we continue 10 be concerned «i will
adversely impact our busiiess.
Tne actua status of the MRRT s currertly
uncertam. as is the fullimpact of an MRRT
on OnaSteel's iron ore operatrons and steel
businesses. However, we remain concerned
that a iax applied to the iron ore feed into
our Whyalla Steelworks wiil threaten ine
viability of our si2e: businasses. The reason
he steelworks is located at Whyalla 1s its
close proaimuly to low cost iron ore, and
this continues 0 be a xey drive: of the cost
competitiveness of the Whyalla facilities. We
understand the Government has indicaied
that the MRRT «s not intended 10 impact the
siee.wo ks: however, 1 is not clear at this
stage how ihis outcome will be achieved.

We also remain concerned about Lhe potential
impact of the propcsed MRRT on our ron

ore exyort Husness. We intend 1o continue to
tocus on ensuring that the proposed tax vall
not alfect the company’s compeiitive position
ang that the gdralt ieqisiaticn properly reftects
the stated principles of tha tax

I vould also like to brifly touch on the
possib:lity that the Ausiralian Government
will seek {0 Introduce an emissions trad'ng
scheme of @ iax on carbon. Should either of
these be pursued. we believe it i1s imperative
that the appropriate time be spent on
getting the design of the scheme or tax
right. otherwise there 1s a risk that either
could merely lead 1o a new revenue stream
for the Government with no environmental
beanefit, and with the potential to damage
Austranan industry.




A5 the Au3tra an:ron ang sieelineustry

5 1eChnolog.Cally consira ned in its ability
10 materialy recuce emissions. and faces
significant comgenition from imports and in
ts export markets, add tienal cosis 1IMposed
on the indusiry through a scheme or tax w.ls

nOt ACt 35 d Price $1gNa! 10 reduce eMissIons.

but as 3 new tax that cannot be passed
on. This would disadvantage the .ndustry
t1ls Oversgas competiion,

Board changes

| wou:ld now like to briefly remark on some
chanqes to the sirugivre of the CreSteel
Board before commenting i furtner deta:l
on the periormance of your company for
the year.

At this year's Annudl General Meeting in
Novamber. OneSteel Cnectors Dr Eneen
Doyle and Mr Laurencs Cox will not be
standing toi re-e'ection I the OneStee
Beard. t woulgd like to acknowledge fileen’s
comr mitmen: te the ccmpany ove’ the last
10 years. Her contribution to our governing
process has beer exceptional. Laur ¢ jcined
the GneSteel Board in 2007. His wisdom
ang commerciat and non-executive Director
experience has been inva‘uable

1 wou'd also like to acknowiedge the
appointment of Ms Resemary Warnock

1o the OneSteel Board. Ms Warnock has
over 20 years exper-ence in ndusry, wiin
demonstrated success in 3 wide range of
frortline gperaticra’. corperate anc Board
roles including extensive experience in the
cil:ndustry.

The year in review

1 would ngw ke 10 comment on OneSteel's
financial performance for the 2010 tinancial
year. As a whola, the company’s crofii
performance was impacted by relatively
weak marke!s due to the angoing effects of
the GFC. but overall. | believe the result was
acceptable given the depth and duration of
these challenging economic times,

Sales revenue lor the year decreased 14%
10 $6.2 billion, mainly reflecting lower stcel
prices in the Austral-an Distribution and
Manufacturing segments refated lo the
continuing effects of the GFC and lower
international steel prices. partly offse;

by higher volumes and prices in the

Iron Cre segment.

The sales margin for the year increased
slightly to 67% from 6.4% 1n the prior year
due o improved performances in the Iron
Ore and Recychng segments, partly oftset
by weaker margins in the Manufacturing,
Ausiralian Distributicn and New Zealand
Distribution segments.

PUBLIC FILE
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The statutor v effect.ve tax rate ef 219%
largely rafiects the company 13x rate of
30% .€ss the impac: of deduct'ble Researcn
and Deve'oprnent expendiiute and prior
y€a: amendments

Underlying net protit after tas and
m.ronties incredsed 12% to 5241 mitiorn,
compared o $215 m v on lor the preor

year On 3 staluto v bas's. rel profl was
325& miil-on compared to $230 mAllion, also
reflect'ng an .ncrease of 128, £armings cer
share was 1&.2 cents and 19.5 cenls for the
undertying and statutory resulis respectinely.
Siaffing levels decreased 12 10.598
uncluding 71 from New Zea'and Distr:bution)
as at 30 June 2010 from 1104 Gincluding
787 trom New Zezland Distribution) for the
DIevious COrfespond.ng period. ard .nCiudes
an agditional 102 employees from businesses
acguired by Recyching durirqg ihe vesr

The 2010 financial result was acceptable
given the depth and duration of these
challenging times

Ooerating cash ficw ter the year rcréessed
signiticantly o $602 miilion frm $368 mitlion
fcr the prior year due ‘0 anincreased focus
on cash under the “back io hasics™ pregram
implemented in the pr:or year.

Financial gearing was 18.3% as a1 30 sune
2010. down from 231% s at 30 June 2009,
due main.y 10 the strony cash generat on,
Interest covar increased to 6.9 times from
3.8 i.mes for the prior year

inventories increased to $1.43 billion, up
trom $1.24 tuliion, Inveniory l2vels have
continued to be adjusied to reflect the
improvement in gemang levels and nc..de
the impact of strateqic stock purchases.
INCreases ircn ore nveniory and weaker
sales in May angd June.

Total raw steel product or. was 2.1% millon
tonnes. up 6% compared to 2.03 millon
tornes tor the prior year.

1was pleased Lo announce. on pehalf of
the OneSiee' Board. a fina! dividend of

6 cents per share unfranked. This brings
the total dividend fer the 2010 financal
vear 1o 11 cents. 3 1096 increase on the
prior year. The dividend is unfranked due to
insufficient {franking credits being available
following the receipt of tax refunds. The
extent to which OneSteel is ab'e to frank
future dividends will depend on the fevel of
franking cradits generated from tas paid in
future financial years.

Dividend Reinvestment Plan

A Divigend Reinvestmen: Plan (DRP) wilt
operate for the final dividend with ro
discount applicable. The DRP provides

a facil:ly for OneSteer's shareholders in
Australia and New Zealand to reinvesi their
dwidends in shares at a price catcelated on
the average of the daily volume weighted
average market price of al’ tully paid
ordinary shares in the company sold on
the ASX during the 10 conseculive trading
days commencing on the date which is the
second trading day after the recoid date.

e
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Outlook

In tne short term. we expect tirst halt grofit
performance wil. he Tpacla2a by tne factors
that lad to the staill ‘n recovery over May and
June, However. we expec! voiumes (o penefi:
through this financial year trom increased
ndrasiryciure achiv iy anu as conficerce
&2l and economic cond:: ons ‘MErove,
Over ke 'onger term, the OnesSieel Board
remains confident that the tundamentas
for cur wey domestic ang nternat.onal
markets are sound. The sirength of
underlying gemand for iron ¢re and scrap
sieelis expeciad 1o keep prices for ihese
stee:making :npyts high compared to
rusior.cal standards, allthough w:th volatinty.
Management’s focus for the 201 financial
yea: wili be [0 maximise returns from the
curreni businesses as maikels Improve.
inciuding cont.nuea diligent management
of the ¢ost base. and 1o add to our iron ore
reserves and resources thrcugh Preiect
Magnel Fhase 2. In addition, management
wilt 1creass 13 tocus onidant fying poth
internal and external growth opportunities

Thank you

On beha:t of OneSteel's Board of Directors.
Iwould Lke to thank all of OneSieel’s
sharehokiers for the'r continuing support.
1woJld alsc Lk2 10 thank OnesSteel's Maragna
Director and CEO, Mr Geott Plummer. the
executive management team and a’l of
OneSteel's employees tor iheir commiiment
@ per*orming their duties sately. ensuring a
sale environmanl for colleagues. clients and
visitors 1o our sites and heir dedication to the
task of servicing all of OneSteel's customers in
Australia and oversgas.

Annual Report

We hcpe thal you enjoy the sma'l changes
0 this year’'s Annual Report. We have
a'med to provide succinct ang informative
commentary on our performance during the
2010 t:nancial vear alongside an overview of
the company for dil stakeholders untamiliar
with our businesses

This year, we nave elected to 1ransiticn our
Sustainability seclion into a more detailed,
stand-alone online report modelled on

the Global Reparting Initiative framework
The to:lowing Susiainabilily seclion is a
summary of this report. The complete
OneSiee: 2010 Susiainabilily freport can be
found online at viww.onesteel.sustainabitily:
report.com au

PETER SMEDLEY / Chairman
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GEOFF PLUMMER
Managing Director and CEQ

Iron ¢re stockpees at OneSteel’s
mine site, SA
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OUR OVERALL PROFIT PERFORMANCE WAS NOT GOOD IN ABSOLUTE TERMS,
BUT t WAS PLEASED WITH THE VERY STRONG CASH FLOW. THE SIGNIFICANT
REDUCTIONS TO THE COST BASE, THE GOOD WORKING CAPITAL POSITION AND
THE FURTHER STRENGTHENING OF OUR BALANCE SHEET. WE REMAIN WELL
PLACED WITH SIGNIFICANT LEVERAGE TO THE RECOVERY

1 am pleased to present the 2010 financial
sear resy-ts for OneSteel Lim'ied. a year
that was impacted by generally weak
mariets due 10 the continuing eftects of the
GFC. OneSteel reporied an underly:ng net
protit atter tax of S241 miion, in ine with
nur Mmarket quidance oreviceg In February
and May. which represents 3 1295 increase
compared to under ying net profit atter

tax for the prior year of $215 milion The
underlying resuit excludes a Si6 riilen
venelit from the setilement of legal claims.
tax benefits of SN mulion, restruciuring
ccsts of S1m.il'on angd accelersted
depreciation of $9 million

Difficult market conditions

After expeniencing Lhe mosi d Micult marke:
conditions on recerd in the second hall of
the prior year due to the GFC, the 2013
financ-al year commenced with expeciations
ol continuing challenging conditions
associated with a slow and gradua' recovery
oft a very low base. The recovery iracked
inine vath our cxpectat.ons tor mos? of

the year, but sialled around May due 10

a numper of international and domesiic
tactors that adverse v alfected confidence
levels. These included the European debt
cnisis, the Chinase Government's cco ng of
its economy, the Australian Government's
announcement ol a proposed nining tax and
h'gher interest rates in Austratia. Desgite
some racovery during the year, activity
eveis In many of our steei markets are stili
weak and well below pre-GFC levels,

Performance

Whie our overail piofit performance was
not good in absolute terms, I betieve it

was acceptable given the dilficult external
environment. More p'easing was our very
strong cash flow for the year of 5602 million.
the sigmificant reductions mazde to our cost
base. our good working capiial position at
year end. the further strenginening of our
balance sheet, ang the strong performance
of our Iron Ore business.

Our tron Ore searrent was the stand-out
pzeriormer for the vear. vth earnings

betore intarest and tax (EBITIup 195% to
$333 mihon doy 10 higher 1on ore ¢r ces
ana sales volumes. The business achieved its
szles targei for the yea: of & muhon ionnes,
an increase of 2 milion tonnes from 'wo
Years ago.

Wo continued 1o £rogiess ouf ferrous
evtension driling and exploration work
during th year as part of Frojec: Magnet
Phase 2. Thus wark ted ia the addition

ot 20 million tonnes of iren ore reser ves
Juning e year leavinig our Teserves in the
sirongest fosition since the commencement
of Prosect Magnel .n 2004, We remain
contident thal there viill be sutficient
reserves of hen:atite ofe to enanle exlernal
sales at the rate of & million tonnes per
annum for at least 10 years.

Qur Recycling segment turned around s
E£BIT "oss from the previous year 1o be £BIT
positive th:s year, Allhough the turnaround

is pleasing and *he business achieved qood
operational and cost improvements dufirng
the year, its overa'l pertcrmance continued 1o
be adversely impacted by weaker than normat
global demand for scrap ferrous metal and
margin pressure due 1o the short supoly of
scrap ansings. pariicularly n Austraua,

Our Manuiacturiag ang Aus:ralian
Oistribution segments were most impacted
by ihe continuing eftects of the GFC.
retlected in signiticantly reduced EBIT
returns for the year. There was a small but
steady increase In demar:d through most of
the year until the stallin recovery in May and
June. Howevar, the mproverent was otf the
very low base in the second hall of the pricr
tinancial year, and activity levels rema:n still
well below pre-GFC levels Despite price rises
for some products sarly in the year, prices
ceteriorated over most of the remainder

of the year before hifting shghtly in the
lourth quarter.




The periormance of gur Manufaciur ng

S2QIT €N Was 150 ‘Mpacted by an
-nterruplicn ¢ produciicn at Whyar'a in the
fourih quarter. net-ally for repa rs o the blast
furnace and sutsequently due to ¢ theulres
‘n returning the blast furnace to normal
operations Tlespite (s intgrruciion. | was
pleased w.th our efforis in m n mising the
finan¢.a.mpact for the company 1317 mylon
after 1312, as well 3s minimis.ng the .n*pact on
OUr CLSIDMErS. We Wwere able '0 supEement
ng I5st proguction in Whvaia by use of the
COMpany’s sirong broad-based inventory
POSIHION, 1aTTINg up Eroduciion ai our
Svdney and Laver:on electric arc fuinaces
and through the impor:ation of sonie semi-
finished and finished steel products

OneSteel’'s commitment to the safety of
our employees, contractors and customers
Is Integral to our licence to operate

Foliowing viork under taken in relat:on Lo the

. underly.rg causes of the Whyal'a blasi furnace
mnierruption. we have decided 7o carry oul
SOMe recqrr and redes gn work 10 the blas:
furnace lo address increased wear around
ihe bosn and lower s:ack componen:s of
the furnace. It1s antic pate d the work will be
carned oul during part of the fourih quar ter
of th s fi-anc:at year 1o take advantage of
evcess Capacity due 10 demand levzls that are
racaver ng from the GFC. This work is expected
{o extend the hife of the blast furnace teyond
2020. Based on recent prices. the expect:d
EBIT wrpact :n the 2011 tinancial year from tius
planned shut 1s minimal. The actual net £8IT
1Mmpac: will depend on pravailing prces gt ihe
time: the work 1s undertaken.

Cost reductlon inltiatlves

1 was pleased with the outccmes of ‘nitiatives
implemented Iast year in response Lo the
GFC that he ped deliver the strong cash and
working capitat outcomas, lower our cost
base and further strengthen the baance
sheet. Tne work {rom ihese mitiatives has
helped provide our businesses with good
leverage 10 the econom ¢ recovery.

One of these mitiatives v.as the company-
wide lahour reduction program. The
program was compleied in the 2010 financial
year and resulted in annualised labour cost
sav-ngs of approximately $160 m:llion

These savings have largely been maintained
0 far and we expect that around S100 mill'on
of these savings wiil be re‘ained into the
future rrespective of operating levels.

PUBL“E‘.

Commitment to safety

As rrenl or.ed by e Cha'rn.an, 1 woutd

tike 10 acknowiedge and poy respects to
the family 3nd colleajues of an emplovee
whe was 1135ica iy x1'ed at wo-k in Gclober
tgst year. On thai day. CneStee! faded in

-15 commiiment tc provide a sate working
env ronment. Asadrect result of th s iragec
sccident, we navz INCI23sed cur emEhasis
an safety iraning and faci :ating greater
smployée molveman: nsafety activites
to further rrprove salety prac ces
QOneSteel's commitmen: 1o the safety of
our emplovees. contractors and customers
15 :ntera: to our licence to ocerate 3nd
dgliver supznor and sustamnable relurns.
In the 201G {'nancial vear. we recoried an
improvement to our safety pertormance
measiLrements. Gur key -ndicators, Les!
Time Injuty frequency Rate (LTIFR) and
Mea.cal Treatment Injury Frequency Rale
(MTIFR). advanced 13% and 9%. down to
1.4 and 6.3 respectively,

Outlook

In the short term. the ‘aciors that led lo
the siall inrecovery over May and June in
the gomestic stee. market have contirued
ir1o the current financial year, and this 1
expecied to impact our protit performance
tor the firs! half of the 200 tinanci3! vear
However. we 2xpeci valurnes to benefit
threugh this tinancial year from increased
nfrastructure activily and as contidence
€vels and eConom ¢ ond tions IMprove.
wilh the benefits shewed mor¢ io the
sacond halt,

Steetmarqins in our Manufac:uning and
Distribution businesses are expected to
remain under pressure trom the impact of
3 stronges Australian dollar and competitive

pressure due to continuing low gclivity ‘eve's.

We expect production and operaiing tevels
to ift shghtly mn the lirsi hait

In our ReCyC:ing nusiness, we expact
marqins {o coniinue to be impacted by the
tigh: supply of ava:laple scrap ansiegs due
to weak construction and industrial activity,
pariicularly in Ausiralia. The business
expec's to benelit from further cperational
and cost improvements and its improvaa
market pesition

We expect prices for both scrap metal

and iron ore to be at high levels compared
to historical standards but with continued
volatility, ungerpinned by the demand

angd supply balance for both materials

We expect iron ore sales volymes for the
201 financial year 1o be in the range of

6.0 to 6.5 miltion tonnes, including an
increased proportion of medwin grade ore.

Manulactuiing grinding med.a at OneSteel's
Citegon plant, indonesia

20%
o FIE >

In internat onat size', conlinued
cvarcapacity m si2et production and
subdued econom:¢ data n Euroge and the
USA w5 hkely 10 1Mpact prices ang margins
for sieel markels, However. raw materials
prices are likely 10 p1ace upward pressure
on steel pricing.

In the ‘onger tern® we remain confiden: that
¢ fundamantals for our key dorrestic ana
rnat:onal markets are sound. omest ¢
nang s ¢xpecied 1o mprove throuch
INCreased activily 3$$0C-3iad woih .merovaad
econom:¢ cond:'ons. We wilt cont'nue 1o
have a Sis¢iCInec approach te pertorming
the fundamentals well such as managing
€osis. Cash. other 3ssels and marketrs: ang
through growing and d.versifying earnings.
with @ particular focus an ‘everaqing

arcas of advantage.

The strangth of underlying demand for
170N Ore and scran steelts expect2d to keep
prices for these steelmaking mputs high
compared 10 historical stangards. although
viitn volatil ty.

We betieve that prices for steetmaking
nputs will be high comzared to historical
standards. although with volatilily, and
underpin improved pricas (ot international
and domestic stzel over the longer ti-rm
A< the global economy recavers, the
internat ona. 37d domest'c sizenindustries
are expected to continue to work through
their ¢ha.lenges sat.sfaclofiy, and (ne
fundamentals for stect and stee'maning
INpuis are expecled fo Make ihese
markeis atiracive

Thank you

1 would like 10 extend my gratitude o

al of OneSteel's employees ‘n Acstral-a
and overseas for their commitinent (0
conducling the.r cuties safely and keeg-ng
the safely of others top of mind, white also
remaining dedicaied to all of OneSteai’s
customers and chients

To OneSteel's customers, thank you for

your 01goIng sapport. The succass of

your business 1s lundamenta! to OneSteel
delivering superror and susiainavle returns,
To CneSteer's Charman and Board of
Diraclors, your guidance, suppoit and
unwavering availabil.ty is greatly appreciated.
And finally, I wou'd l:ke to thank OnzStee!
shareholders tor your support during

the year.

GEQOFF PLUMMER /
Managing Director and CEQ
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ONESTEEL
ENDEAVOURS TO
DELIVER SUPERIOR
AND SUSTAINABLE
RETURNS THROUGH
THE CYCLE, AND
GENERATE STRONG
CASH QUTCOMES.
WE ACHIEVE THIS BY
IMPROVING RETURNS
FROM EXISTING BUSINESSES
THROUGH BUILDING
ORGANISATIONAL
CAPABILITY, ONLY A
DISCIPLINED APPROACH

TO PERFORMING THE
FUNDAMENTALS WELL
SUCH AS MANAGING COSTS,
CASH, OTHER ASSETS AND
MARKETS; AND THROUGH
GROWING AND DIVERSIFYING
EARNINGS, WITH A
PARTICULAR FOCUS ON
LEVERAGING AREAS

OF ADVANTAGE
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EXCLUDING THE PERIOD IMPACTED BY THE GLOBAL FINANCIAL CRISIS, ONESTEEL HAS DELIVERED SOLID
IMPROVEMENTS IN KEY BUSINESS METRICS AND CASH GENERATION SINCE 1TS PUBLIC LISTING ON THE AUSTRALIAN
SECURITIES EXCHANGE (ASX) IN OCTOBER 2000

OneSteel's integrated model

OneSieel’s veriically 'nlegrated busingss
model crovides a number of advantages.
ncluding represeniation across the full
value chain from resources and recyclng

10 si«¢1 production, vas¢-add roling m-1s
and disiribution,

CneStee: .§ 3 mner ang seller of iren

ore with well-es:ablished customer

relal ons~ ps, OneSteel s self-suff‘cient
iniron ore. abfe lo tulfil all internal ore
recuirements for steel product'cn and
believes it 15 able to selt hematiie iron ore

10 external customers ai the rate of & mithon
tonnes ger anxum for at 'east 10 yea:s.
OneSteel alsa has proven magnetite iron ore
reserves until at least 2027,

OneSteel 1s 4 maior national player in the
meia:s recyCLng s2¢10r viuth operat.ons :n
the United Stales o} Amertca and Asia. The
Recvcling segment prov des CneSteel with
apariial oftset against price volatinty in the
SCran metal market,

OneSieel 1s aiso the markei leaders in
manufacturing Austrahgn long steel
products. The combpination ot OneSteel’'s
blast furnace steel operation and three
elec:ric arc furnace st2elmaning operatiors
enables fleubls production. This was
demons!rated ‘n the 2609 tinanc al year.
when management wound down gpetaling
‘evels t0 bring inventary :n ine with lower
market demand. and in the 2010 financiat
year, when the electric arc furnaces

were ramped up to pari:y oftsel the los:
production at Whyalla due to the blast
turnace .nterruation

OneSieel manufactures and distribuies

a wide range cf products. inclugd' ng
structurals, rail, rod. bar, wire, grinding
media. repes. £ail wheels and pipe and

tuba products. GneSteel also distributes
sheet and coil, piping systems, plate and
aluminiym products.

OneStee! is a leading metals distributor
with a strong distribution network, and

is particular ly well positioned in regional
areas close o market.

OneSteel holds top rankings in the
Australian genera: st2el distribution.
reinforcing and wire markets. as well as
leading n‘che market pcsitions in rail wheels,
grinding media. mining ropes, rail and fluig
transmission.

Operational performance

Excluding the period impacied by the GFC.
OneSteel has delivered solid improvementis
n key business melrics and Cash generation
since its public I'sting on the Ausirahan
Securiies Exchange tASX:05TY i

Octobzr 2000.

Even in the 2CiC financ.al year, where steel.
markets were stifl heavily impacteg by the
continuing eftec:s of the GFC_ Onesteel
gsnerated a very strong cash outcome.
Desgite the strong cash performarice,
operationally the 20i0 financial year
coniinued ta be very challerging, with the.
orofit performance of our Manutacturing
ang Distihution segments, 2nd ous
Recycing segment, st.ll atfected Ly markels
with aclivity levels well below normal.

Ausira.ian steel despatcres were :ose

to tlat for the year at 2.75 milion tonnes,
Demang mproved sight y duting the year.
but off a very low base. reficcling the impact
of the GFC. The improvemeni was due to 8
small but steady increase in market act:vity
during the year as economic conditions
and confidence statad to improve, and as
some demand from Government stimutus
projects staried 1¢ Hew through, However,
the recovery stalled through May and

June due 1o tactors including unceriainty
in international steel markets, in¢reased
nterest rates in Ausiralia, concerns over
the proposed mining tax in &ystigna and
volatility in the Australian dollar.

Total raw sieel produciion was 2.15 m:llion
tonnes, an increase of 6% compared to the
prior year. In the second ha't. the Whyalla
blast furnace was down for approximately
seven woeks due inihially to repass, and
then delays in returning it to normal
operations. Lost production at Whyalla was
parily offset by increasing production at the
electric arc furnaces.

The Iron Ore segmen; was the stand-out
performer for ihe year. delivering a 31%
increase in sales revence to $782 million
and 3 1959 increase in £BIT 1o $333 million,
reflecting both righer sales volumes and
higher prices. The work under Project
Magnet Phase 2 has cont'nied to be
successtul and add consideranle value for
shareholders. During the 2010 financial
year, the husiness continued to optimise its
supply chain, enabling it to reach its sales
target for the year of 6 miltion tonnes.

The Iron Ore segment alsc contiued to
1deniily and INCrease ron ofg iéserves
under Project Magne: Phase 2. as well as
work 10 idenuly non-ferrous Gororiunites,
Qver ihe year. an additional 20 mullron
1onnes of heratite reserves were addes

In the Recycling segment. profii
cerfermance was turned around trom an
EBIT 10ss tor the prior year 10 @ small EBHT
orofit for the 2010 financial year Profit
perlormance contim;ed to be affected by
be'ow normal sales volumes and a shortage
of scrap stee. arisings due 1o weak evels of
construction and industrial activity. Strong
comp va1:at'e arisings led to
margin pressure, particularly in Austraha.
Two acquisitions were made in the second
half of the year ihas are expecied 1o ‘mprove
the business’s ability to secure scrap arsings
3t source and IrpIGYe (S Marret pesiion

While overall perfsrmance was impacied
by the cont rving difficy i external
environment, the business segments did
we | with what thay cculd contrul. The
company-wide labour reduction program
was completed durng the 2010 financial
year. resuing in annuatised cost 5avings

ot approx‘mately SI60 million. These cost
reduclicns have argely been maintained 1o
date and $100 million of permanent savings
are expected to be retained ‘nio the filure
ircespective of operating levels.

These nit'at'ves helged OneSteel celiver very
strong cash and working capital outcomes
tor the year and further strengthen the
company’s balance sheet. The initiatives have
also reduced the company's overall cosi base,
provid:ng it with significant leverage to the
€CONOMIC recovery,
OneSteel's Manulacturing dusiness
incluges Lhree elects'c arc turnaces,
p ciured Delove Sydney Steel Mill Meltshop
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FIGURE 1
The information included in the Australlan Performance of Construction Index.(PCI)
following charts ifiustrates trends January 2008 to June 2010
in some of the major drivers of Oiffusion Ingex
OneSteel's business, including key 80
sectors of the Australian economy, 55 J -
domestic steel prices, prices of a INCREASING
international steel and key inputs b ~ OECREASING
into steelmaking. The slow but steady 54 _—
recovery oft the low ot the second od -
halt of the prior financial year. as well
as the stall in recovery towards the I e e e
end of the 2010 financial year are B0
evident in the following charts. s

Source. Austiates 10 sty Grou2

FIGURE 2
Iron Ore Imports Into China

January 2007 to June 2010
Millign tonnes
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Iron ore imports

fiquie 2 tepresents tne 110a ¢'e Imports into Chna, Ching
'mporied 640mt cf iron cre -nFY), 2airzrease of 8%
compaiec to Slirt 1 FY09. 111 ore imports irig Ching
have been growing beiween 1559 15 2055 cer yezr Inere
hes teen strong dermznd for impo:ied iron ore gue to
220G 310wN in thed ssel insestment in Chiry

FIGURE 3

Iron Ore Fines - Contract and Spot
Prices (fob)

July 1995 to June 201
Dollars per tonne (fob)

16373

5L

Contract Price (Aus $/0
— Contzacs Price (US $A)

— Spot Price (US SA)
616

curce. B8, CRU Flalts

Iron ore prices

OneSleel has R11 quakty 170N are reserves :n Sauih Auslralia
Inthe 2010 ti72nc-3' yea: J-eStee’ expe’les Mo:2 than

& mi.ion {oraes ol hemalite 17cn ore

fizure 3 shows miernational moement i 1ion ore fmes onces
1nboih US 2R3 Australian 3oks:s The annual beactimari
contract ancing Techams T enzedin Maneh 20:0.4nd it has
been feplred Sy othe” 3xing & range T.ents The Janan
contragt Mt iewman haes orice for the quarie: {rom April 2010
10 Jure 2010 vies reported to be 36%9 abova the ernual At

FIGURE 4
Korean HM1 Scrap Price (c&f)

July 1995 to Jure 2010

Dollars per tonne (ch!) mi

Contract Price (Aus /1) 43671
= Contrxt Price (US $)

25513

95 00 05
Source *EXRegort

Scrap price

Figure 4 shows grices 'c: scrap steelin LS énd Australian
€oars 10 FN1Q IneSteel ised apsoumately 13 mil.on
tonnas of scrap feed for iis steel manufacliiing
operations in hyalla. Sydney. Laverton énd Waratah
Steel M.l OreSteel Recyetng sokd approaimately

17 rushon toves o' ferrous s¢rag poth to nalané
10 EXeINAICUSIITE'S

The Kotean benchmark pixe ior srapin US dolar terms
1ncreased by %59 1n the penod $rom July 2009 o Jure 2010

2009 to Mazch 2310 henchinar' price The globel Jemand for ine beac hiars sCrap piices have cortinues {o de volalre
11an ¢cre n3s beer tcher in FY10 1han the demars in F Y. ths financia vear due I uncetdiaties in the glocai ecceny
FIGURE 5 FIGURE 6 FIGURE 7
Steel Imports Into Australla Prices for Steel Residential Long Products International Prices
January 2004 1o June 2010 Construction Juty 199510 June 2000
Thousand tonnes June Quarter 1990 to June Ouarter 2010 Australian dotlars per tonae (csh)

OreS:eel Range
, fatProduels Range

I omer

42045

23158

04 07 10
Source. 8BS a7d 02eSteel data Imik svesae

tmport volumes of steel into Australia
Figure S shows that the impari volumes of steel inlo
Austrata had incrzased i the secord haii of FY10 but the
levels are stirl elow the impart evelsintre first nallof
FY09 Theincrease inimgort ievels <as Gue to the stiong
hustiaian dovlar ard improved con’ Jence levels Y10
192120 some £'cduct 1Mpatied by GreSteel related io
the “ihyal.d b'ast furnace laterrupiion

[ndex 1989 - 1990 =100

— Readymized Concrete

— Reinforcing Steel

— Plasix Pipes Fittings
Weighted average ol eight
capital cities CPY

1521

Soutce: ABS

Prices for steel residentiat

construction materlals

figu'e 6 represents the mprvement in prices of reidentiat
corstruchian raierials indexec 0 1985/90 prizes The
1adex for reinfereing sleel hag decreased by 22 in the
Jure 2010 quarter compered t the Jure 2009 quarter.
The ndes 1s no.y more inine =ith 1ie - ied a.eraqe
ot eighi cagmlat ciiies CP1

— €ast Asia Imports Stzucturals
— Far East Imports Merchants Bar
— fat East Imports Redy

Far fast Imports Wire Rod

163131

95 00 05
Source CRU (verchan; Bar, Redar, wire R0d). SB3 (Beams)

Long products international prices

Figure 7 presents the nlern2iional benchmark crices tor
Structurat Beams Herchant Bar. Reinforcing Bar ard Vare
Rcd. The prices started to increase 11 the second h,
of FYI0 due to price increases 1n spot iron oie and ha:d
cowrg coal The terchmarx prices started to soflenin
June 2000 es 1he 9'obalstept mariel .eakered The key
segreents for ihese 000 Jcts dor.est-caliy are resicentsal
a0 tesicent 3! aac engineering constugtion
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Uuerational Qverview continued

Strategic Framework Scorecard

Delivering OneSteel's strategy

OneStear 4ims 1o dehver superior and
susiainable returns through the cycle

as wel as genergle 5rong cash oL'comes
Our strat2qy for achieving this .nciudes
mprov ng reiurns IroM existing businesses
thigugh b Iding organisaiiona’ canability.

3 disc phnegt 3pproach to sertorm:ag the
tungamentals well, such as managing costs.
cash, othzr assets and markels. and through
growing ard d vers fy'ng earnings with

3 particu ar focus o leveraging areas

of advantage

Below is 4 summary of how the company
pertormed ajainst cur objectives du*ing
another ditficult year due 10 the challenging
external enviFonment.

The tour key elemenis 1o OneSieel’s overal®
business siralegy ove:

Improving returns from existing businesses
Achieving strong cash generatien
Growang and d-ve aitying earnings

ang Building organisational capability.

OneSteel has delivered solid Improvements
in key business metrics and cash
generation since its public listing on the
ASX In October 2000, excluding the period
Impacted by the GFC

The .mpacts of the GFC continued to heavily
atfect OneSteel's overatl profitabilty jor

*he year. bt a strong peitormance from

the Iron Ore segiment and benefits from
initiatives implemenied last year in response
10 the GFC heiped de:iver a very strong

cash outcorne and turther sirengthen the
balance sheet.

Domeslic steel demand was improving stowly
but steaddiy and In ine with management
expectations during ihe year. albeit off the
very ‘ow base in the second hall of ihe prior
year. However. this improvement stalled in

May and Jure, adverse'y aftecting profitab ity
There were a number of external factors.
ncluding weaker domestic and international
confidence related to concerns over the
Curopean debi cris.s. coong of the Chinese
economy and concerns over inlernational sieel
prices, higher domestic interest rates and the
preposed mining tax in Agstrania, thai resulted
in the recovery stalang,

Below 15 a summary of how the company
performed against our objectives during the
financial year ended 30 June 2010

Improving returns from

exlsting businesses

Underlying net profit increased 12%

1¢ 5241 million

Sales margin increased to 6.79% tiom 5.4%
Recyching business turned around EEIT loss
trosr prior ye ir of $33 miillon 19 3 pesitive
EBIT result of S8 milhion for the vear
Return on funds employed decreasad to
75% trom 8.4%

Reiurn on equily decreasec 10 5.5%
from 579%

Underlying earnings per share decreased
10 18.2 cents from 21.2 cnts

The Foard declared a final dvidend per
shar: of 6 cents funfranked). Total dividends
per share ‘ncieased 1096 {0 11 cenis
wntranked). Divigends for the 2010 tirancial
year are unfranked as a result of sigrnlicant
tax retunds. which reduced the balance of
tranking credits avar‘able OneSieels ability
0 [ronk future dividends wi'l depend on the
level of franking crediis generated from tas
paid in Australia in future (inancial years

Cash generation

Operating cash flow increased 649%

to $602 mullion from $358 mvllion

Free cash llow increased 1629 to S4£0
mulion from 183 mil- on

Gearing tnet debi/net debt plus equnly)
decreased 10 18.3% (rom 23.19.
reflecting the strong cash generaticn and
improvemenis in workirg £3o-tal durng
the year.

Growing and diversifying earnings

-« Project Magnet Phase 2 “esu.ted in an
increase in iron ore sales to 6 mill:on
tonnes for the year compared to 5 miltion
tonnes in the prior year. The crojeci has
now led to an increase of approximately
2 mill:on tonnes per annum of iron ore
sales over {he last tvio years, which was
achieved quickly and at little cos: and risk
We continued to successfully place
additional iron ore tonnes

M-ne extension drilling and exploraiion
work resy ted 1 adding 3oproxinately
20 mition tonnes of reserves during the
year. Reserves at year-end are now 4! the
highest level since commencement of
Project Magnet

PUBLIC FILE

Non-terrous exploraiion comiranced
auring the year and is progressing in
accordance with mznajement exgectations
The Recyclng ous:ness acquirnd Meta s
Trad'na and Ace Meials during ihe year.
The acquisitions wzre compleled towards
year engd and had hitt'e impac: on profit

for the year. However, nencefciward the
acqu-sitions are expecied to he'p secure
volumres al SOLrce. del-ver synerqy benetiis
and improve the market position of the
Recycung bus.ness

In the coming year, the company beleves it
15 well positioned to henefit trom increased
wrirastructure activ ty énd as cenfdence
levels snd econgmic conditions :mprove

In addition to continuing {0 invest
nternally. the company has anincreased
facus un external Jrowtn oplions

Organisational efficiency
and capability

The carnpany cortmued te feeus on cost
reduction proarams that commenced .n
the prior vear in response 1o the turbuleni
markel conditions. These included more
siringent pol cies over expendiiure and
embark:na on a con.pany-wide :@hour ost
reduction proaram

The labour ost reduclion program was
comp eted d.11ng the year resuliing in
annualised cost savings of approximately
$16Q mullion, with the reductions largely
maini3ined dutring the year. it 1s expected
that S100 million of the annuahsea
savings will be permanent Ifiespective

of operating leve's

Staff have shown a h'gh levet cf
commritment and flexibility in responding
to the impact of the adverse externai
environment on the company’s businesses,
as well as in relation 1o (he Whyala dlast
turnace interrup:iion by working Hexibly,
taking leave and working reduced hours
Continued emphas:s was placed on

the rargeted gevelopment of staff and
business leaders, as well as (he accelerated
devetopment of potential future business
teaders to meet succession-p'anning needs
Invesiment in skils for the future
continued. with over 170 apprentices and
more than 100 cadets and graduales
currently employed.
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The financial information presealed for the years 2001 - 2004 has been presented under previous AGAAP and have not been restated undec
International Financial Reporting Standards (IFRS). The nature of the main adjustments to make tne information comply with IFRS include:

* Recognition of acditional provisions refating to rehabilitation and make gooo and defined benefit obligations:

« Restatement of defeired tax balances using the balance sheet metnoo:
+ Consolidation of the employee share plan trust: and

+ Recognition of derivative tinancial insiruments on balance sheet at fair value ang application of hedge accounting.

Note thal the underlying earnings presented for the years 200t

Notes

in prior years o! $17.8 milbon after tar

2004 has been adjusted to exclude goodwill amortisation.

FY10 underiying resulis are before the impact of leqal claims, accelerated cepreciation, resiructuring actwities, tax consolidation and over-pravisions of tax

FYO9 underlying earnings are betore the impact of restruciuring activilies, 1ax consolidation and over-provisions of tax in prior years of $14.2 million after 1ax
FYQB ungerlying earnings are before the impact of resteucturing costs and impairment of ptant and equipment associated with the integration af the

Smorgon Steel Group ana Australian Tube Mills businesses of $70.) million net of tax. These statistics include the results of the Smargon Steel Group Limitec

FY0S underlying earnings are belore the benelit relating to the reversat of impairmeni loss on transition to AIFRS of $49.7 million after tax
£ YO4 undertying earnings are betore the tax benelit ot $19.8 million arising from OneSteel’s entiy into e tax consolidation reqgime
Met dett under previous AGAAP has teen adjusted Lo include securitisation, which was ofeviously classified as off-balance sheet

2
3
fram 20 Auqust 2007 only

4 Y07 ungerlying earnings are belore the impact ol the derecognition of delerred tax habilizies of $9.5 mullion

S £Y06 underlying earnings are before the 13x benefit of $15.9 mill:on arising from a¢justments Lo tax consolidation vaiues
6

7

8

9

Het debl includes derivatives Jes'gnated in a qualifying hedge relationship acainst interest-bearing liabililies under Al RS
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MORE THAN A
MANUFACTURER,
ONESTEEL IS A
UNIQUELY INTEGRATED
PORTFOLIO OF
COMPLEMENTARY
BUSINESSES, INCLUDING
THE SUPPLY OF RAW
MATERIALS TO ITS OWN
AND CUSTOMER STEEL
MILLS IN AUSTRALIA
AND OVERSEAS, THE
MANUFACTURE AND
DISTRIBUTION OF A
BROAD RANGE OF LONG
PRODUCTS AND THE
RECYCLING OF FERROUS
AND NON-FERROUS
SCRAP METAL
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Iron Ore

JUNI0  JUNDS *
12 manihs o M M Change
Reveave/income 82 9 bl
EBITCA - Ungerlnag s 138 w
EBIT - Undertying 33 n3 1%
Sales Marqun (EBMT) 42.6% B9% Bl
Assets ar 1 b
Tunds Empioyed m %] ‘

Retwrn on Funds Employed (%) 474% 196 T8t
Employees {namder) 29

Market conditions

Chinese demand for iron o7¢ was
tundarnentally very <trong ihroughout most
of the year. Spot prices incre-ased through
<ne hirst tnree quarters of the year, tefere
taliing to levals ihat were still well atove
the hisior'cal average. Freight raies alse
increased. parl.y oftsetiing the benefit ¢f
higher spot prices. but stabilised at lover
levels in the second half.

Pertormance

The increase in sales volumes in the Iren Ore
segment rellects :ne cortinued successful
ramp up of capacity through Projeci Magnet
Phase 2. which has seen volumes increase
from the or ginal Project Magne* cesign
capacity of 4 miltion ionnes 1wo years ago
for very Ittle capiia’ investment,

Initiatlves

The business continues to identify and
increase irGn ore reserves and rescutces
under Project Magnet Phase 2. as well
as carry out work to igentily non-terrous
opporiunities. An additicnal 20 miilion
tonries of hematite ore reserves were added
during the year from this work. OneSteel
remans corfident there will be sufficient
reserves 10 enable the external sate of

6 million tonnes of hematite iron ore per
year for at least 10 years.

Outlook
Demand trom China 1s expected to remain
sold, with condiiions set to improve oft an
aiready steady base as demand for ron ore
remgaing sirong. Iron ore prices are expected!
lo remain volatile but high compared to
historical levels in the near-to-medium term
For more Informatlon on Iron Ore,

refer to page 20.

e
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12 months to H Change
Revenue/income ua na

BIT0A - Underly:ng 23 [t23) nin
EBIT - Undertying 8 3% afm
Sales Margin (£BIT} oM (34w Alots
Assets m 6K ®
Funds Employed as 538 15

Returnon Funds Emgloyed (%) 13%  (67%) Spts.
Employees (number) 109 1016
Market conditlions

The Recycling business was heavily impacted
Dy the stronger Australian dollar. Demand tor
recycled sicel improved over the year in line
171e slow recovery in werld ecor:oim’ss,
but remained well below normal levels.
Prices coninued to be volatile due to shifting
configence levels i the metals market,

Performance

The $low recavery In world eCO0MIes was
retigcted in the profit performance for the
year. with sdles votumes and the purchase
crice ol scrap arisings voih attected by lower
than norial activity levels. Desp+te the weak
external environment, the business turned
around the EBIT loss in the pr:or year 1o ceccrd
a small EBIT protit tor the 2010 financial
yedr. parily helped by the implementation of
cperating and cost savings iritiat.ves.

Initiatives

The segmen: accelerated its operating and
cost improvemeni initiatives during the year
The Australian business acquired the Metals
Trad'ng and Ace Meials busin@sses during the
year. Benefits from these acquisitions .nclude
securing velumes at source. synergy benetits
and animgroved market positon

Outlook

We expect margins lo continye to be inpacted
by tight supply of scrap ansings, particurarly
In Australia. We expect 1o see the benefits
from operational and cost improvements and
an improved Marke: pos-iion as a resuit of the
recent acquisitions,

For more informatlon on Recycling,
refer to page 22.
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Manufacturing

JUNI0 JUHO9 »
12 manis bo b1 S Change
Revenueflaome 2966 3649 (L]
ESITDA - Undertying m .} (45)
£BIT - Undertng S8 a0 aa
Sales Margin (E8IT) 2.0% 58% (38pte
Assets 18 310 H
Funds Emploved 3106 31%0 [£)]
Return o1 Fnds Employed () 1.8% 66% (¢80t
Empioyees (number) ans e m

Market conditions

Achivity ievels for mdny of our domestic
markets continue 19 he relatively weak and
well below pre-Gr lgvers. Scme delays in
Government st'muius spending, -ncluding
ihe 2uading Education Revelut'on, as well
as projec: ge'ays due to credit ava: ability
centinyed 1o consirain demard from the
consiruciien segment Ongaing strength n
the m ~ing projucl.gn segment eased some
of theimnpact

Performance

Demany impicved duting the vear, bul

from a very iow base. The recovery stalled
Irom around May due 0 Icver contidence.
n'gher domestic interest 1ates. uncertainty
ninternational steel markets and concerns
over the propesed m ning tax leqislat:on.
Weaker th3n norma’ sates volutnes and lower
prices. partly otfset by cperalional ang cost
savings, agversely atfected pertormance tor
the yzar.

Initiatives

Significant opesating cost reduciions were
achieved in the year due to the full-year
impact of initiatives implemented in the
prior year, Theseincluded labour cost
savings, improved alloy and electricity
purchasing outcomes, and freight initiatives.

Outlook

The short-term outlook remains chailenging
and volatile for residential. engineering

and non-resideniial construction, whilst
mining consumables is expecied to remaln
sirong. A high AUD combined with veak
international siee! demand and prices are
expected io continue to impact margins,
particutarly in the tirst half of the 201
tinancial year.

For more information on Manufacturing,
refer to page 24.

\

12 months to H Change
Revenue/income 251 33 @4
EBHDA - Undetnng ” a8 658}
E&IT - Undertyng & %5 (4]
Sales Marqun (£BT) 24% S5%  Jpe)
Assels 1,509 1525 m
Funds Employed 129 e 14
Return on funds Erploved (%) 5.2% 4% (02pt0

36% @

€mployees (numbes} 3.628
Market condltions

There was a smail but steady impiovement

1n derrand across most procucts and

regions during the vear. it oft a aw

base, The resources seclor saw the hest
improvements in actraty evels, wiih the
residential cons:ruct:on and public secio”
€oNSLILCTICN SECTOrs also improv ng

Performance

Segment earnirgs r2ma ned under £ressure
during the year due 1o lcwer velumes

and prices, part v offsel by lower mput
cGs's and €ost savings. Sa'es volumes

were we'lbelow nermal eve's despite the
improvement in derrand during mos: of

the vear

Initlatives

Lahout and overhead cost reduction
initiatives cont.nyed to be implemented
dur ng the year. The GneSteel Reinforcing
business successtully maintained its
marke! pesiiion as a 'eading solutions
provider and continues o tocus on
branch tootprint expansion. ARC
continues to build its market position
after a successtul rebranding project and
organisational restructuring,

Outlook

The first haif of the 201 financial vear is
expected to continue to be chatlenging.
but sales volumes are expected to benefit
during the year as larger infrastructure
projects commence and as configence
levels lif:.

For more information on Austrailan
Distributlon, refer to page 28.

JUNIO  JIND9
12 months to H M Change
Revenuefincome 304 400 (20
£BITDA - Underinng 18 4 sn
EBIT - Undertying 3 n (65}
Sates Margen ((BM) 43% 93% (50t
Agsets s 164 )
Funds Employed ns 154 (26}
Returnon funds Empioyed (%) 7% 2% Ot
m

Employees (number) 781 10)

Market conditions

Conditions conlinued o weaken, with
many sectcrs. n<luding the steetindustry.
affected py the contnuing npacis of the
GFC. Desp te ihe New Zealand economy
exper anc n¢ 3 Sl-qr.( recovery in the

later Fait of 2609 and early 2010. many
of the industries mortant lo Stee. &
TLbe continied 1o fing market cengditions
cha lenging.

Performance

Sales vo.Lmes were lower compared e the
prior year prum:arny due 10 reduced stee
prices. Desp:te the ditficut enmvironment.
Steel & Tube maintained ils marke! share in
s core products. Margins were impacied by
strong competition, bul recovered ‘o some
gegree with price INCreases in ire second
halt of the year.

initiatives

A number of iniliatives were employed

10 reduce overheads and sirengthen the
balance sheet. including the rationahsation
of premises and the reduction of operating
expenses

Outlook

The economic outlook remains subdued.

with growith expected to be slow and gradual.
Continued pressure on volumes is expected n
the first half. with dectines in non-residenttal
construction being olfset by gradual increases
in other sectors.

For more informatlon on New Zeatand
Distribution, reter to page 30.
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MARK PARRY
Chief Executive Whyalla

Inchuges responsidiity tor
iron ore munng and exports

GREG WATERS
Chief Executive Recycling

Also responsible for iron ore marketing

0ns continuen

OneSteel’s Iron Ore rmines and export
business nas 1wo key functions, Firstly,

to mine hematite cre for sa'e ‘0 externa
customers and provide lump feed to the
inteyrated steeiworks at Whyal:ain South
Austiaiia. Secondly, 1o m:ne and GroCess
magnelite ore .nio pellels o provide feed
tor the 'ntagrated steelwcrks and fer
exiernal sales.

OneSteel's iron ore mines are !ocated in
the Middleback Ranges of South Austra:'a
approximaicly 60km from the Whyalla
Township. OreSteel's steelworks in Whyal'a
produce approvimaiety 1.2 million tonnes of
raw steel per year trom hemalite lump andg

magnetite peliets, wh chis a key ¢omgei-tive

element for the company. Approximately an
additiona! 6 million tonnes cf hematite iron
cfe are s0'C 1o external custoirers. resuliing
n a significant additional revenue stream
for the company.

Revenue in the lron Ore segment was

$782 million for the 2010 financial year.
reflecting an increase in bath 53 €5 vn'UMes
and the average sales price compared to
the vrior year. The business continued

to successfully ramp up its supply cham,
enapling it to reach its sales target of

6 m:lhon tonnes for the year, Iron ore

sales volumes increased close to 2 nullion
ionnes over ihe past two ycars as pari

of Project Magnet Phase 2. in addit:on,

350 thousand tonnes of pellet sates were
made during ihe year. including excess
pelleis generated as a resuli of the Whyal'a
blast furnace interruption that occurred in
the fourth quarter.

Q|
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EBIT for the segmeni incrzased 195% io
S$333 mill'on compared to S113 me17on for ihe
prior year, aue larGe.y io tne increased sales
and hugher prices. The prior year included a
ne! foreign excharge :0ss of $62 Titl:on on
regissed fot ward contracls.

Chinese demand tor iron ore continued o
increase and was fundamentaily very sirong
throughout the year. In the second half of
the year. the Ircn Ore business witnesse:t
the end of the traditional benchmark piging
system. White {he pricing uncertamniy
qenerated arange of respenses ard
tensigns from the market, our sizategy has
been built around tong-term relationships




Iron istorical informaiio
FYi0
Revenue/Income (SM) 7823
EBITDA (SM) 3612
EBIT (SM) 3334
Sales Margin (%) 426
Assets (SM) 8167
Funds Employed (SM) 7174
ROFE (%) 414
Employees (number) 339
Total Lump and fines (mt} 6.03
Pellet and Ore by Products (mt} 0.81

£Y09' Fyos
598.5 561.2
1380 2209
130 2129
189 379
7692 542.0
688.9 4618
9.6 461
357 152
507 446
0.69 088

1 The FYO2 resulls have been reslatea 10 reflect changes in
ucture 3 noungec In Fenruary 25i0 effective frem

1 Julv 2009 Tre peltet plant ogerations previousty repo:ted as part
of Ihe Manylactering seqrmerl are now rencrizd as part of 1*e

organ

0" s

Iren Qre segment

The Ircn Cre business conti~uec to

identily and inCrease 1roN ore reservas

and resources Lader Project Magnet

Phase 2. as well as work 10 ideniify
non-ferrcus opporiunties. Since the
November announcement on reserves, a
turther & milion tonnes of herratite ore
reserves have been added, brinqing total
&ddiiions for the year 10 20 rulon lornes,
We remain configent there will be suflicient
reserves of hemat e ore "0 enable exierna
sales at the rate of 6 million tonines per
annum for ai least 10 years. GneStael has
committed to further work in assessing
po‘eniial non-ferrous exploration targets,
with turther exploraiion and drilling planned
for the 2G financ al year.

Further work is being cairied out to
understand the operatugnal and capital
requirements necessary o support ron ore
sales beyond 6 mullion tonnes per annum,
with particular emphasis on additional
volumes of medium grade «ron ore.

In ine with OneStee 's sustamabrty
principtes, the business remains tocused
0On waler saving and dust minimisation
.mbiaiives, including the use ol rzcosered
waier for dust SLOLTessIon. OpUIN sing
waicr fecovery from the mdagnetite ore
conceriratar and autamairg dens-'y
conirol al the ore beneficiation plant to
recuce water usage

Outlook

We expect prices 10 conlinue 10 b2 volatile.
but remain high commpared ic hisiorica’
levels over the short-to-medium term. We
expact ccrditions 1n Ching-to improve off an
already strong base as demand for wron ore
remaing strong and as the marke! ahsorbs
the recent Chinese Government measures
to ool the econamy. reducing steel expor:
incentives and steel overcapac ty.

CneSlael sec g 518 te<t-ng ~re samoles sl fre Whyada rice $e

We are confldent that there will be sufficient
reserves of hematite ore to enable external
sales of 6 milllon tonnes per annum for at
least 10 years
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GREG WATERS
Chuet Execui-ve Recycung

THE 2010 FINANCIAL YEAR
WAS MARKED BY THE SLOW
RECOVERY OF WORLD
ECONOMIES AND SIGNIFICANT
PRICE VOLATILITY IN THE
METALS MARKET

The primary function of OneSteel's
Recycling business :s 10 sLEoly sieeimaking
raw maierials to domesiic a4 niernaticral
steel mulls, The Recycling business operales
12 ceuntries thraugh a comn:nation of
shyswxal operatiens in the form of collection
sites and trading otlices that supply raw
materials 1o foundries. smelters ana steel
mifls in Australia and around the globe.
Within Australia the Recychng business now
operates from over 38 locations, includ ng
six ferrous shreader production facilities,
OneSiee ‘s Asian non-ferfous business
operates in tour countries and performs
the Group’'s non-ferrous trading function.
Recycling operations in the Urited States
consist of nine locairans throughoui the
East and Southeast. including a terrous
shredder n Tamrpa. Fior da.

OneSteel’s recyclable material is sourced
from the rural mining, demgiit:on and
manutacturing indusines and the

general public.

The Recycling seyment 3l1so sel-s raw
materials 10 OneSteetf's Manufacturing
segment. All sales between OneSteet's
Recyching and Manufacturing businesses are
conducted on commercial lerms equivaleni
to those neqotiated with external pariies,

PUBLIC FILE @

The year was marked by the slow recovery
of world econam:es from the GFC and
significant pr ¢2 vo at Iy stemm ng frem
oscillating confidence in the metals market.
In the first ha't of the year. inconsistent
availatility of scrap ansinas gene:ated
significant compztitive pressures 10 source
mgterial. Althgugh some marke! conditions
imptoved Lhrougn ihe third quarier, demangd
and pricing semained volaiile in the second
half of the year and 1eacted lo Eurcgean
deb: challenges. the Chinese Government
coviing of its economy and market
sentiment in {ha USA

Acquisitions during the year help secure
supply at source and Improve the businesses
market position

Sales revenue for the year was flat at

$1.124 . lior, ref'acting the impact of the
stronger Australian dollar, a lower average
sales price in US dollars, offset by a 4%
increase 1n sales volumes to 1.88 millicn
lonnes. Compared to ore-GFC levels, terrous
sales voiumes were down 15%. Non-ferrous
voiumes were up 36% on the prior year at
190 thousand tonnes. with both demand and
prices showing steady improvemnents

.
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Recycling - Historical informaiio;
FYI0
Revenue/income (SM) 11237
EBITDA (SM) 229
EBIT ($M) 7
Sales Margin (%) [ok4
Assets (SM) To7
Funds Employed ($M) 618.4
ROFE (%) 13
Employees (number) 1019
Ferrous Tonnes - External (mt) 015
Ferrous Tonnes - Internal (mt) 094

Non-ferrous Tonnes (mt) 019

EBIT for the year Acreased to $8 million
compared to 310ss of $39 miliion for th
prior year. Thisreflects g stronger second
hait performance of $12 m.llion EBIT
compared to a $4 mitlion £BIT loss tor the
first halt. MarGins remained tigh: dee to
the shortage of ansings, with operatronal
improvements, Cost savings and the
recovery in non-terrous markets being
the major drivers of the improved result

The Ausiraiian Recycing business
acquired the Metals Traging and Ace

Meta s businesses during the year. These
acquisitions ptovide additional yards in

NSW and Victoria and help secure supply

&t source and improve the businesses’
market position.

Regretfulty. during the year. a Recyc.ing
emplovee was fatally injured. Since then,

s gn:ficant resources have bean added o
the business 16 improve workplace safely

in al' of pur Recyciing tacilities. Across

all Recycting regions, the LTIFR/MTIFR
reduced by over 45% and 46% respectively.
h.ghnghting that the actions taken are
delivering results. However, the loss of

cur col.eagise wiil always be with us,

OneSteel’s non-letrous
~ong Kang trading oftice

FY09 FY0B
11240 1,4041
1.8} 98.4
(38.6) 865
(3.4) 62
6141 7415
5377 6208
(6.1) 139
1016 127
089 0.88
077 0.83
o1 018
Qutlook

We e:pect margins o coniinue (0 be
impacied by tight supply of available
SCrap anisirygs, part:cola 'y n Austraha

The tbusiness has targeted furiher cosl
reductians (o sLppcert a longer-term
sustainable position and expects (o benetit
from an .mproved market position as 3
result of the recent acquss.tions.

The demand/suppiy balance for scrap
stee-is expacied o keen prices at higr
levels compared to historicat levels, but
wih vo at:hiy.

Qver ihe longer {erm. the Recycling
segment anticipates a pasitive feturn o
sustainable growth. Continued econgmic
growih in China and an escalating emphasis
on emissions and sus:a.nabiilty vodes we |
for business.

OreSieels 4D & CEO W
aung a satety inspsctern

G oft Piymmes
Laverten. VIC
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ANDREW ROBERTS
Chiel Execulive Market Mills

MARK PARRY
Chief Executive Whyalla

OneSteel's Manufaciuring business
combines the actniues of the Whyalla
Manufaciuri~g dus ress and the Marse! Mils
business. The Whyalla Sieeihworks produces
biltei as feedstock for the downstream Rod
anc Bar i Iy in {ne Market Mills 4 v-sion,
along wiih rail progucts and struciural steel
and slab for sale o external customers. The
Market Mil < division noLees Sydney and
Laverton stegl mills, with ¢ach having an
elzciric are furnace and billet caster ihat
preauce bille: ‘or re nforeing bar preducts
and speciaity steel products. The tirished
gonds produced in the Rod and Bar milis
are e'ther sold direct 19 externa customers,
1o the OneStael Distribution business of to
the Market Mills Wire business. The Waratah
Steel Mi'l ro2uces bil et and ingot for the
manutaciure of specialty sieel products
nckding arinding media. rail wheels and
torged produc:s. The comgplete grinding
media production fooipting includes
OneSteel Grinding Systems based in the
USA ana PT Comsteel «n Indonesia. Market
Mills 31s0 includes the Austraian Tube Milis
business. which manufactures and sells pipe
and tube ang the LileSteel * Beam business
based in Austratia and ihe USA.

Delays In Government stimufus spending
constrained demand, but mining production
eased some of the impact

In the Manutacturing segment, sales
revenue was down 199 to $2.966 milion
due 1o the impact of lower prices. partly
offsel by a 7% increase in externat sales
volumes to 1.45 million tarnes.

Activity levels increased slowly from

the lows of the second hali of Ine 2009
financial year. which was impacted by the
GFC, bul stalled in May and June due to
weaker confidence, higher interest rates.
uncertainty in internationai steel markes,
volatility in the Australian doilar and
concern over the nroposed mining lax.

PUBLIC FILE 31

Activity teve s for many of our domestic
marhels are still weak and well below pre-
CFC leve s. Some delays in Government
stumt:lus spending, including the Burlging
Education Revolution. as well as project
$elays CONtNLEd 10 Consirain gemana from
the construchion segment. but 0ngo:ng
strength in mimng production eased some
of ihe :mpact.

Privately tunded engineering and non:
residential construction activily continued
to be atfected Ly weaw urderlying ecenomic
congditions and credit availability 1ISSues.

Whyalla Steelworks

Whyalia Steelworks 1s located in Whyalla,
SA. approximalely 400km north-west of
Adelaige. It1s aninteqrated steelworks
typically producing approumately 1.2 mulion
tonnes of steel per annum using ron

ore sgurced from QrieSteel's mines in

the region,

Sleet production at Whyalla was

910 thousand tornes for the vear and
includes the impact of the biast furnace
interruption to production in the fourth
quarter. Both Sydney and Laverton elecirnic
arc turnaces increased iheir production
during he fourth quarter o help minimise
the mpact on custcmers from (ne 16s:
production at Whyalla. Prior to the blast
furnace outage, the Whyalla Steelworks
nad been operating at an annualised rate
of 1I5mt, Operating costs wese managed
through the blast furnace inlerruption by
tostering emp oyees onto annuat -eave.
standing down coniraciors and other cost
minimisation initiatives.

The steelworks is continuing to imp-ement
further water saving initiatives, including
plans to develop an onsite reverse osmosis
plant to reduce the consumption of and
reliance on Murray River waler.
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Manufacturing - Historical Information

mo
Revenue/Income (SM) 29658
EBITDA ($M) 1789
EBIT (SM) 581
Sales Margin (%) 20
Assets (SM) 3762.0
funds Employed (SM) 3106.4
ROFE (3%) 1.8
Employees (number) 438
External Tonnes Despatched (mt) 145
Internal Tonnes Despatched (mt} 100
Steel Tonnes Produced (mt) 215

1 Tre BYO9 resulls Deve been reslatea 1o r+1lect Changes in organieal on sifuciure AANCLNCEC N February 2010 effective frem 1 Luly 2009

FYo9 Fyos
36487 36079
3218 3241
2100 1976
58 55
37043 39725
31895 32187
6.6 61
4,622 5016
135 178
096 127
203 210

Fyo? FY06 FY05
21557 1.560.0 1548.4
2164 158.8 144.6
158.3 103.2 844
73 6.6 5.4
1929.6 16038 1,419.0
1,518.0 1,268.4 10748
na 88 9
3346 306 2949
0.98 099 090
068 063 063
173 163 135

Tre i let p ant OLEIalD~s AreviCusy re20r18d 3s part of t-e Marylallufing SEQMent are now fepor1ed as part of the 1°0° O7¢ seqme

Waratah Steel Ml

Waratan Stee! Mill is a lerrous scrip-based
vroducer of high quality stcel products
operaling in Newcasile, NSW. Ii s a Ieading
domesiic suppher for the rail transgort and
min rg sectors. Anrual crude produciion
capacily is 300 thousand tonnes. The steel
mill processes lerrous scrap meta* through
the elaciric arc turnace (EAF), converting
the steel into 3 wide range of products
iNcluging grnang migdia. rail wheels a1a
axles, bar products, coid mill1olls and ingols.

Grinding Media

Gringing media 1s used In minera‘s grinding
ard m 1ing processes and s marufactureo
0 Australia, Indonesia and the United

States. Sa.es volumas for grindirg med'a in
the Australasian reqion increased during the
2010 financial year 1o record levels largely
driven by high gold piices.

Rail and Forge

The Rail and Forge business operates from
the Waratah Steel Mill. Key customers

for these products are Australian mining
houses, railway companies of local wagon
and degey manufacturers, Domestic sales
account tor the majority of the Rail and
Forge business Eapcrtsales to regions
including South Atrica and South €ast Asia
declined in the 2010 year 2ue to exchange
fale price pressures. and account for
approximately 109 of total rail wheel sales
The short-term outlook remains steady:
however, exchange rate movements,
increased iImpor:ed wagon competition and
vieaker demand from Europe and the Uniied
States ‘s expected Lo continue {o influence
ewport markets. The long-term outlook for
Australian demand for rail wheels remains
strong with the ¢ontinued 1avestment in coal
and iron ore rojects

Rod and Bar

Rod and Bar services diverse market
segments with merchant bar. reinforcing
bar and rod products from facilities in
Sydney. Nevicast:e and Laverton. The EAF
and billet casting facilities at the Laverton
and Sydney steel m:ls can together produce
approamately 1.3 million tonnes per annum,
with an additional 670 thousand tonnes of

Yil'el sudched tron” Whyalla Steelworks.
Billets are rolled .10 a vade ranye of
selectcd Rod and Bar products for supgly
10 OneSteel < dewnsiream businesses and
to external domestic and 2xport cusiomers.
prmariiy in the construction. rural.
manufacturing, (@il ang mning sectors
The Rod and Bar business oenefiled

from an improvement in resigent.al
construction during the year and a

slight recevery neng:neerinc and
non-tesident al construct:on

Wire

The Wire business consists of wire mills in
New(as: e and Jindera, N3W and Gee ang.
VIC alonu with a Ropery in Newcastle. The
Wire business credomnantly services :he
rural fencing markets ithrough 1is Waratah
and Cyclone brands), as well as domestic
Reinforcing and ManutfactLr-ng segments.
OneSteel Wire Ropes specialises in

the manufactere and sunply of heavy
minIng rope.

Sa'es volum.2s were genera-ly in ine with
the previous year. with the excaptiion of
rural sales, which were slightly lower The
Wire bus:ness achicved good progress in the
development of the Cyclone rural products
DUSINGSS and Cont nued o sirengthen

its position as a premium supplier of
keavy mining ropes. The busingss aiso
commissioned its rapes piastication
manufacturing ine during the year. which
produces a mine roge with a longer Lie.

Australian Tube Mills

The Ausiralian Tube Mills (ATM) business
manufactures structural p'pe and tete from
manufaciuring faciities at Acacia Ridge,
OLD. Newcastle. NSW and Somerton. VIC
The ATM business manufactures precision
tube at manufacturing facilities 1n Sunshine,
VIC and Kwinana :n WA. Key market sectors
for ATM products include construction.
manufacturing and agriculture, white
precision tube is supplied to the Australian
manufacturing, automotive, tencing and
home improvement segments. There was

a significant increase in sates during the
2010 financ:al year cornpared to the prior
year due to improved demand. supported
by animproved competitive offer, building

of market channel inventories ana tighier
inte:nationa supply. Inzreaseo orodact:on
during the vear helped 1o lowzr unit Costs.

LiteStee!™ Technologles

LiteStee! ~ Techno'ogics selis and markets
witeSteei’ Beairs pnimarily in Austral-a
and the Uriied States, with some potential
developmaatin the Japanese markes
LiteSteel™ beams are a unique cold lormed.
dual-welded range of steel sections

qeared to domestic anc | ght commercial
constructian,

A manutactunng operat:anis baseg -n
Troutville, Virginiy, where {he key markets
are demestic and cemmerc al consiruction,
The Australian market for gomestic
constructhion irproved s:ghtly ‘n 2010

The primary driver for LileSieel " sales
success continues to be the rate of
penclration aganst substitutes such as
enaineered imber.

During 2010. LiteSiee. * Beam increased
sales in the Australian markei in portable
buidng applications. The USA business is
ncreasing its sales and market penetration,
bui off a low base in a continuing diflicult
housing markel. The business. through s
relationship with Maruichi Steel Tube Lid.
contirues to woik on develop:ng entry inio
the Japanese market

wteSteel * Beam ws2d in 3 basement in Lhe LSA
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ONESTEEL'S
VERTICALLY
INTEGRATED
BUSINESS MODEL
PROVIDES A NUMBER
OF COMPETITIVE
ADVANTAGES,
INCLUDING
REPRESENTATION
ACROSS THE FULL
VALUE CHAIN FROM
RESOURCES AND
RECYCLING TO STEEL
PRODUCTION, VALUE-
ADD ROLLING MILLS
AND DISTRIBUTION
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STEVE HAMER
Chiet Executive Distribution

AUSTRALIAN DISTRIBUTION WAS
SUCCESSFUL IN MAINTAINING
ITS MARKET POSITION DURING
THE YEAR DESPITE SIGNIFICANT
COMPETITIVE PRESSURE DUE TO
LOW ACTIVITY LEVELS

OneSteer’s Ausirahan Distribulicn busness
serves the construction, manufaciuring

and resources markets w th 2 diverse

range of sieeland metal products INLrwadimg
structural steel seciions, stes! plate. angles.
cnannels, flat sheet. reinforaing stee. and
coil in carbon and stainless. and a range

of aluminium grogucts. » pe (ittings and
valves. The bustness disiribuies products
sourced Irom OneSteel. as well as eciernally
purchased products.

The Remnforcing and Piping Systems
businesses have significar: meta s £10Cess:ng
capabilitics, as well as national distribution.

Sales revenue in the Australian Disir:bution
segment decr2ased 24% to $2.521 millien

due to an 8% reduction in sa'es velumes to
1.2 Fon tonnes and a Iower g.erage s ling
price, reflecting the fall.n international sa'es
vtices. EBIT decreased 10 $60 m' lion from
S185 militon for the prior year due, mainly

to lower volumes and prices. partly oftset by
jovier .ngut Cosis and ¢ost savings, The sales
margin decreased 31 perceniage points to

2 4% ccrrpared 10 5.59% for the pricr period
Activity ‘evels improved across most sectors
‘rom very ‘ow bases at the end of the previous
financial year, including ine resources.
construction and residzntial seciors. However,
slower than anticipa‘ed real sation of
Government stimulus expenditure, including
<he Building Education Revolution, and project
Jelays continued *0 suppress demand from
the construction segment. Continued volatility
of the Australian dol-ar. higher interest rates,
doubt in international sieel markets and
concerns about the procosed Government
mining tax led to a stowdown in activity during
May and June.

Marqins came under significant pressure as
prices fell during the year due to the impact
of competition resulling from low activ:ly
levels and the stranger Australian dollar.
Despite this. the husiness was successtul

n mantaining ils market posttions,

The Ausirg .an Cstricut.on segmertis
continuing to focus on cost reduciions and
Ways 10 i prove s Service 10 Customers

and marke:s, It tecently 3nNOLNTEd som:e
structurat changes involving the combination
of tead othce m*-astructure for the Steel

& Tube and Meialand businesses. as well

as Fip:ng Systems w th the Sheet. Co'l &
Atumintum business. The changss de not
iMpact our brangds or sies.

Steel & Tube

Steel & Tube is a national steel processing
and gistribution bus.ness providing g range
of products ang services to cuslomers
across 3 variety of segnients. The core
seaments serviced by Steel & Tube are
non-residentiai construction. engineering
and infrastructure. mMnung pro;ects and
manufacturing. Through a substantral sales
and warehous:ng loctprint that extends
througnout Ausiratia, Steel & Tube has

the processing and delivery capatrlities 1o
provide market-leading service to projec:s
and distribution-type customers.

The business continued to adjust labour
and operating expenses to reflect the
difficult trading conditions

Key to this significant offering is access to a
broad range of high quality Australian mada
products such as structural sieel. merchant
bar. tubular seciions and steel plate. The
business value prooosition ‘s deperden:

on avaitability. delivery and consistency.
Despite difficult market conditions. the
Steel & Tube business held its market
share in most sectors. Particular focus on
customer service assisted in sales volumes
increasing slightly on the prior year. Cost
reduction iniliatives were implementad
during the year to help perfor mance




pUBLIC FILE 3

Australian Distributio Historical informatio

o Y09 FY08
Revenue/Income (SM) 2,5206 33244 31447
EBITDA ($M) 9.8 15 1798
EBIT (SM) 60.2 184.5 1459
Sales Margin (%) 24 55 46
Assets (SM) 1.509.0 15247 17569
Funds Employed (SM} 1128.5 1176.2 12215
ROFE (%} 5.2 15.4 ng
Employees (number} 3.626 3.696 4,015
External Tonnes Despatched (mt) 130 141 173

Prices remaned uager pressure ' most Metaland

produc:s tor ihe tirst three quarters of the
year. to'lowed by some ma‘gin and price
rECOVENY in the fourth quarter

Looking areaa. Lhe business 1s well
positioned 10 take agvantace of expected
growthn the non-residential and

2ng ~gef.ng CONSIrLCt ON sesmen:ts

Sheet, Coil & Atuminium

The Sheet. Coil & Alumin.um Business
operates a poritolio of businesses that
pprocess and disir'bute steel sheet and coil
pa‘nted coil, Aluminurn ang slainless steel
Froduct is sourced from maior domestic
and internat.onal manutacturers and used
1o service customers in the construction
ard rmanufacluring sectors. Major marxets
nclude residential construction,
non-resigential corstruct-on, and marine
and transport equipment, The bus-ness
operates significant steel coil processing
2guipenens that forms an important part

of its marhet offer.

Sates revenie was down compared to the
prior year due 10 faling seling prices across
all three metals. Both margins and volumes
have progressively recovered trom the lows
of the previous tinancial year; however.
tierce competition and low Jemand ‘evels
continued 10 place downward pressure on
prices and margins

Growtn opportun:ties have been identified :n
specitic marhet segments and will be a tocus
drea tor the business :n the coming vear.

Construction of City Square, Perth, Wa

Metaland consists of approvmaiety 75
req:0nal based and smalier meropo 11an
locations situsted throughout Austratia
and is complerenied by & se'ected

dea e nelwerk.

Metaland offers a wide range ol products
4NU ServiCes 10 CUSIOMeErs in a diverse range
of segments mcluding fabrication. burllding.
marufacturing, mir'ng and agriculture.
The pusiness value propos«ion i1s based on
proximity 1o markets. ease of iransaction
ana ‘lax:bilty.

The GFC contnued to impact all of
Metaiand’s key mar«ets, but particelarty
fabrication and noretssdential building
nlarga regignal towns

Sales tavenuas and margins remained fat
for most of the year as destocking continued
across ail key sreduct categeries, vath @
slight simprovement in the fourth quarter.
The dusiness continied 1o adust lahour
numbers and operating expenses to reflect
the ciflicult trading conditions.

Reinforcing

Reinforc na sieel is used for concrete
reinforcement, mining strata control,
agricultural and industrial mesh

products and reinfercing steel fibres.

Itis supslied to farge and small buitders.
congreters. form-winikers. pre-casters and
mining companies.

OneSteel has two separate and competing
reinforcing businesses. OneSieel
Reintorcing otters arange of innovative
reinforcing solutions ana the Austiglian
Reinforcing Company {ARC) is renowned
for its strong customer relat-onships and
flexible service otfer,

Desgile an increase in mining infrastructure
constructicn activity in the second half,
overall rnarket activity contracied during
the year. Governiment siisnulus sgending
in the consiruction market was slower
than anticipated.

Construchian of Sycney desalnation piant.
Kurnell, NSW

FYo? FY06 FYos
2.3934 23509 2.280.2
2021 2107 2039
1731 1809 1747
12 7 7
12065 1.266.0 1.3591
8469 940.4 9712
19.4 89 n9
2946 3.290 3442
130 128 137

Ra:interc-ng sales revenue reduced
signiticantiy from the previous year due

10 lower prices and increased comps-tition
re-ated to the low tevel of constiuction
aclivity. Margins ware steady for most of
4@ year. but declnad fowards the end of
the year as .npul ¢osts ncreased.

The Australian Reintorcing Cempany
cont:nued {0 buld its marke: share atter

3 successful rebranding projact and
organisaticnal struciure changes in the
prior year. The OneSteel Reinforcing

bus ness ma-nta'ned 1is market pcsit.on as
the leading solulions provider ana continuzs
1o focus on branch footprint expanstan,

Piping Systems

OneStec: Prping Systems s Avstralia’s lead ng
provider of stecl p pe, valves and fittings in the
resources, consiruction and manulactur ng
markets With disirbution and Lnepipe
manutacturing capabiliy. Piping Systems
partners with vey resource seamment custoriers
to deliver pipeline and plant infrasiructure
projects through customised soiutior.s and
nanional service capability. Piping Sysiems
3lso serves the buiding consiruction industry
through 11s OneSieel Building Services
business. which is a specialist trade supplier

1o custosmers in the fire protect:on and
mechanical services markets.

Despite difticLit conditions in the non-
residential construction market and flat
conditions in the resources investrent
sector, Piping Systems continued to perform
solidly This was due 1o domestic mining and
mineral processing activity and significant
restruciuring that was completed during
the year.

The tusiness ‘aunched a new ro’l grooved
friting package to mining and building
services cusiomers, expanding iis mining
valve range. it also inlroduced its casing
pipe range 1o :he coal searn 9as market
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NZ Distribution

New Zealand Distribu

Revenue/income ($M)

Heview of Gperations continued

EBITDA (SM)

EBIT (SM)

Sales Margin (%) ..

Assets (SM) 175.2 1838 206.2

Funds Employed (SM) nas 1543 1739

ROFE (%) 97 227 19.4
m 787 834

Employees (number)

OneSteei's New Zealand Distithution
segment comprises a 50.3% sharenolding in
Sleel & Tube Holg.ngs Limited. 3 public listed
company in New Zealand that processes and
distribuies a comprehensive range of steel
and 3ilied products to rural industries.
Reverue fcr the New Zealang Distribution
szgment decieased 24% to $304 mr:hion
compared to the prior year. primarily due to
reduceds stee prices. £BIT decreased 65% to
St3 million due to lower margins. The sales
margin decreased 5.0 percentage points to
4,395 for the period.

Marhet conditions continued to decline, with
many seciors. including the steel iIndustry.
continuing to be atfected by the lingering
eftects of the GFC. Initiatives were employed
to reduce overhgads within the business
and strengthen the balance sheet, including
the rationalisation of premises and the
reduction of operating eapenses.

Aithough the New Zealand economy
ewperienced a slight racovery in the

ater half of 2C09 and early 2010,

many of the industries important to

Steet & Tube continued to find market
conditions challenging.

Despite the subdued market conditions.
Steet & Tube has mainiained o steady
marke: share pasitictin its core sroducl
Margins were impacted by strong
competition, bu: recovered to some

degree with price increases n the

second half of the year.

The construction industry continued (o be
impacted by weakness in property markets
Major segments of the constru¢ticn market
were weaker than in the prior year. The
exceplion 19 the decline was construriion
projects assoctated with the Rugby World
Cup 2011 and Government infrastructure,
including hosp tals. ecucation facit ires any
major road projects. The residential market
has shovin signs of recovery. but from 3
very low base Rural industries continued to
recover siowly.

Outlook

Economic growth is e»pected to be slow
and gradual. with a degree of uncertainty
in some sectors. Continued pressure on
vo'umes is expected in the first half, with
declines in non-residential consiruciion
being offset by gradual increases in
other sectors.

PUBLIC FILE '\

219.6 1751

1928
ns 106.2 nra
360 391 50.0
881 907 804

Manufaciur.ng and exports have continued

to hit, particularly to Australia, axded by the
currercy exchange rate. and te Ch'na. The
business continues to reposition itselt to
reflect the current and foreseeable economic
envirgnment and remrains well posit:oned wiih
strong cash flows and a strong balance sheet.

£1pai'5101 0° Fonterra m Ik
prceessing plant in Ecenvale, NZ
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ONESTEEL'S MISSION TO DELIVER SUPERIOR AND SUSTAINABLE RETURNS CAN ONLY BE
ACHIEVED THROUGH SUSTAINABLE BUSINESS PRACTICES. ONESTEEL'S SUSTAINABILITY
PRINCIPLES UNDERPIN OUR APPROACH TO THE WAY WE DO BUSINESS IN THE
COMMUNITIES IN WHICH WE OPERATE

The company continually seeks to improve business sustainability by valuing environmental, sccial,
economic and ethical considerations across all of our operations. In arder to better engage with our
stakeholders, including highlighting the company’s sustainability performance and initiatives, OneSteel
nas eiected to t7ansition the Sustainability section of the Annua: Recortinto a more oetailed. stand-alene
online report modelled on the Globzal Reporting Initiative tramework. The tollowing Sustainability section
is a summary of OneStee.'s fu:l 2010 Susta.naon-lity Report.

This report, incluging information on OneSteet's Sustanability Principles. can be viewed online at
www.onesteel.sustainability-report.ccr.au

STORMWATE

A BALY
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Lost Time Injury
Frequency Rate

LTIFR - 1fataties ¢ Lost Time Cases)
per mulioa hours worked.

Lost days are countec from the first
dav losl and are schedu.ed vOr= Gays.

nr

Medical Treatment
Injury Frequency Rate

MITFR = tfatalit.es = Lost Tume Cases + Medical
Treatment Trealed Injuries, but excludes minor
irjuries) per mill:on heurs worked.

2008 ligures include the former Smorgon
Steel sites. Following the integration of
Smorgen Steel. salely ives were rolled
out Lo the acquired businesses resulting

in significant improvements to our salely
measurements since Ihat lime.

Safety

PUBLIC FILE '3\

SAFETY IS ONE OF TWO CORE VALUES THAT UNDERPIN OUR MISSION
T0 DELIVER SUPERIOR AND SUSTAINABLE RETURNS

Qur goal is 10 ¢slab¥sh a workplaca frez from
‘n:uries, .ncidents and occupat ¢nal tinesses
OneStzel demonstrates a strong commilment
to occupational heaith and safeiy. believing
132 all v yur.es. 0TCupal 9na Hinesses and
-ncidents are preventable. OneSteel will not
ComproTise on safe'y

THE ONESTEEL SAFETY PRINCIPLES

¢ AllInjurles can be prevented

* Working safely is a condltion of
employment

« Employee involvement Is essential

* Management s accountable for safety

All operating exposures can be

safequarded

Trainlng employees to work safely

Is essentlal

QOneSteel achieved a further overall
improvementn ‘ts safety perfermance
measuremenis for the 2010 financial year.
The Lost Time Injury Frequency Rate per
milion hours workad (LTIFRY improved

a turiher 13% to 1.4 and the Medical
Treaimen: 'rjury Frequency Rate tMTIFR)
improved 9% to 8.3 tboth tigures inclusive
of employees and contractors) trom the
DIEvIOUS yeal,

OneSteei's LTIFR of 1.4 is vell below the
Wor.dSteel Associai-on's 2009 Safety
Metrics Survey average ot 3.£8 lor the
five-year period trom 2005 uniil 2009
thitp://wyswavorldsieel.org/indes.php).
Despite these overall imarovements, we
were dezply saddened 1o exterience the
fatality of one of our employees in October
2009. Following the tragic incident. the
company carried oui intensie investigations
and iniroduced new safety systems aimed
at further reducing risk and preventing ai
safely breaches from our oprrations.

MTIFR ‘
IMPROVED
ON PREVIOUS YEAR

Occupational Health and Safety

Plan & Leadership

The role of management in the area of
Occupational Health and Safety is 1o provide
direction and drive improsem 2nt witlun each
of OngSteel’s business segments 10 2ncourage
alempleyees. contractors and visitors 'n
working lowards the goal ot ZERO incidents.
injuries and occupational ilinesses.
Throughout the year. the Managing D reclor
and Chief Executive Officer led a review of
OneStees apprcach to satety, ncled ng the
eftechiveness of the implemeniation ol our
Codes of Practices. a review of our approach
t0 safety at smak sites and the suitabuily of
our existing performance measures to drive
ihe rezuction of signit-cant incidents

Ensuring a high level of employee invoivemznt
in safely act'vities is an essential element

ol OneSieel's approacn io further reducing
workplace injiiries and incidents. OneSteel is
working icwaras a culture of inlergependence
in safeiy. whereby employees accepi
responsibility for their gwn safety. but also
actively care for the safety of one another.
CneSteer's approach i this area and
Occupational Healih and Salfety systems,
practices. and performance has been an
:roortant element in the company being
granted Workers' Compensation Selt-Insurance
stalusin all states where 11 is esigible

Al the 2009 Seif Insurers of South Austraha
Safety Awards, OneSteel recerved the Injury
Prevention awaid for the "Coke Ovens Charger
Sleeve Actomation” initiative from Whyalla
Coke Making. James Holmes trem Whyal'a
Steel Products received the Outsianding
Employee Contribution Awvard.

Additionally, OnzSteel's Codes of Praciice
rece.ved a “Highly Commended"” award in the
Best Workplace Health and Satety Management
System category at the 2009 NSW Work Cover
Salety Awards

R Sy Yy ey~




Customers

ONESTEEL'S OTHER CORE VALUE IS CUSTOMERS. WE ARE COMMITTED TO MEETING
QUR PROMISE TO CUSTOMERS AND DEDICATED TO SERVICING THEIR REQUIREMENTS

OneSteel recognises that our cusiomers.
are 11¢ nev IC CUr sucess Tustomer
3t Metalang in Silvervater, NSW

STEEL LIFE-CYCLE

RAW MATERIALS

‘. .

RECYCLING

—> Sciap steel

Imperaiive to this commitm.ent is our
understangirg of the broadar market ang
stakenholder nceds and perceptions ot
OrieSteel and it ALstralian steel industry.
The sustainability of steel. and particularly
:ong products as manufaciured by OneSteel.
has become an increasiagly fnporiant
cons:deration for cusiomers and participants
N the markats 1 whil we GLarate.
Theretfore, In the 2010 linancial year,
OneSteel invested consideratle ene1gy and
resources in engaging -ndustry. cusiomers
and othzr stakehoklers Lo bolier understand.,
furiher geve op and commynicate the rolz

of steel as a sustainabte soluiion.

Itis OneSteel's view that steel has inherent
environmental merit whea considering its
application over the full life-cycte of products

OreSieelracently col'shorated withi the
WorlkiSteet Association (0 commission

an analysis of Austral'an stee*industry
stakeholders. ncluding cusicmrers, in order
to better understand and address their
sustainabrlity gerceolicns and concerns of
sleel. The analysis indicated that, in general,
stakehglders undersiand steel to be an

MANUFACTURING
.—r'
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assential part of socieiy and ptace high value
0N Its strengin. 3urab ity cost effectivent
qual 'y and recyc‘atrlizy. However, 3 majority
of stakeholders do not perceive siee o ce
cart of the solution Lo a sustainable society.
1ths OneSteel’s view that in fact steer

has mherent environmMenia: rer.i when
considering its applhication over the tull
life-cvcle of praducts.

Life Cycte Thinking

for OreSteel. e cve-¢ thinking mvolves
consideration of the environmental and social
saleinahities incurred throughout & product’s
manulacture through to its hnal disposa.
(see diagram below). An important concern
in corsictening ife-cyeie for tre steenindustry
15 that the high-embodied encrQy. water
<ansLmMptlion and greenhouse gas emissigns.
¢enausted during ste+ 1 manufaciure are
counteracted by the low environmenial
1Npaci of tae Lroguct Juring its use and eng
of use phases, Including recycting.

Steel products Lsed n consiruction are highly
durable and easily re-used of recycled at high
rates, extending the ptoduct's fifespan and
sign ficantly reduc ng environmenta Impacis.

Sustainable Design & Green Bullding
OneSieel supporls and promotes the use of
sustainabte steet products and consiruction
gract ces and has produceda w de rarge

ol design guides. documents and sofiware
rackagas to help dasigners, architects and
engineers eliminate o\er-engineering and
over-specification of sieel and ultimately
dasign more efficieni sieelbulld'ngs CreSteel
also recently released a desian guide lilled
“Desigri for Deconstruction” to he!p wilh the
efticient re-use ol steel *n buildings af the end
of the building's effective life. This recognises
that re-using steel from a building ‘s more
environmentally friengly than recycling.
During Lhe past tinancial year. OneSieel
worked closely with the Green 8Building Council
of Australia (GBCA) as part of its Stecl Expert
Review Panet

This work led to revision of the GreenStar®
steelcredit system to drive more susiainable
use af steetin buikiing construction in
Australia. As part of this revision, OnaSteel's
Polymer Injection Technology vias recognised
as @ valuable contsibutor to reducing the
embodied energy of steetreinfarcing matert.ils.

[l s e r s ]
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Sustainaoiiity continued

People and Community

ONESTEEL 1S AN EQUAL OPPORTUNITY EMPLOYER WHERE
DIVERSITY IS VALUED AND ACTIVELY SOUGHT

Ncel Goldsworthy ang ) m Write
at the compet-on ot Noel's J0Ckm
charily cvcle

OneSieel recognises 1hai SUPErIOr bus.ness
performance and continued organ.saticnal
growth reau:res capable and engaged
people, combined wilh the approcriaie
organisalional design and processes to
deliver bus ress ouicomes. OneSieel’s
Human Resources ano Organisaiionat
Eftectiveness Plan articulates the hey
siraiegies ang act ans that OneS:eel s
employing towards thes: cuicomes, as
part of the OneSteel strateqic lan. The
key strategies include: sudporting busingess
improvement and arowth initiatines:
driving succession, 1 en: and ceve'cpiment
outcomes; buitding organisational
effectiveness and capab:lity; ang ensuring
eftgclive aliraction, engagement ang
retention ot employees.

Employee Devel & tmpr t
OneSteel has niroduced a rumber of
emeloyee deve'opment programs o help
accelerate the deveicoment of its fuiure
leaders. One of thes¢ programs s ihe
Accelerated Development Program for Sen ¢r
Managers. This program ncluded selection
bv the OneSteel Leait Team of 15 high

calibrz employees for '8 menths of targeied
development 1o broaden ihzir capability

and 1o position them for moie serior 1ples

in the tuiure. OneStiel has also Invesied in
+arious coaching ang other development
proan ams and assignimenls auned al Lutking
he capabidiiy of targceted cmployees. Over
the past year, approximately 70% of sen-or
managemen: roles have been filled through
internal succession

OF SENIOR MANAGEMENT ROLES
WERE FILLED THROUGH INTERNAL SUCCESSION
DURING THE 2010 FINANCIAL YEAR

OneSteel kas approx‘n:ately 10,000
empioyeas. of which 973, are penranent
fult-time employees, with 90% of these
based in Austrara. Emmp cyees based
overseas are predominantly in New Zealand.
the USA and Asia.

OneSteel provides employees with access
to flexible work arrangements including
part-time and job share arrangements, in
adadition to competitive leave arrangements,
Appioximaiely 2.0C0 employees (20%

ol OneSteel's Australian workforce) have
elected to participate in the company's
employee share plans over the coming year.
thereby directly participating in the financial
cutcomes of the company.

OneSteel's employee-initiated turnover rate
reduced to approximately 8% this financial
year. the lowest annval rate since 2005,

OneSteel also continues 1o invest in the
developmen: of employee skilis. with over
270 apgrentices, cadets and graduaies.

Diversity

OneSieel 1s an equal opportunily employer
where diversity is valued and actively
scught. The hey diversity indicators used to
monitor and record diversity within GneSteel
are: age profiles by employment group:
gender breakdown by employment group:
gender diversity of talent management
and development program participants:
and proportron of female recruits and
internal appointments.

Female employees represent 13% ot
non-executiva Directors on the OneSteed
Board and 12% of senior execulives. who are
defined as reporting no more than two levels
below the CEO. The proportion of femate
executives has cont:nued {0 increase over
the past few years.




Labour Initiatives

During the 2010 hinanciai year, the
OneSteel Human Resources ieam played a
key role in tacilitating signsficant business
change 10 3ssist with our aim of iIMproving
“eturns ‘rem evstirg businesses A key
focu.s of ne firs: alf of the hinancial year
was facintaiing the company-wide lahour
Cost reduciion program to assisi the
company In managing through the severe
economic gownturn that resulited from ihe
GFC. This prograin resulted 1n annualised
cest savings ot approximately S1€0 mulion.
of whicts S1G0 il icn 1s expected 10

se peimanant irrespactive of fuiure
operat ng leve:s. The program resglted n a
reduction of approvmately 2.000 full-time
equivalents dur:ng the 2009 calendar year
and was achieved through reductions in
the use of contractors, casuals and labour
hire, as well as the reduction of over 1.000
d-rect employees

Tre labour £9s! redactions have heenlarge v
ma ntained throughout the 2010 calendar
year, suppor ted by the work of the Human
Resources team to increase the visibility and
transparency of lahour costs and 1o introduce
addiiional tabour ¢ost controls,

«n Relay

aocrecamatety $22.0C0

Workers’ Compensation

OneSteel has mainiained selt-insurance
$1aius in the relevant jurnisdictions

and continues Lo Manage worhers’
¢compensation in the non-seit-.nsured
states undet gusting commercial nsurance
arrangemsnts GneSteel's seltinsurance

ciaims liabihiies increased curng the
course of the year due to 3 number

of taciors. most notably the impacl ot
subsiantial labour rationalisation and
organ-sational chanqe during the 2009
ang 2010 financ-al years.

Workers' compensation
outstanding claims provision

2009 2008
$M SM M

New South Wales 22 201 26

Oueenstand a3 23 27
Victoria 5.3 24 a7
South Australia 23 44 28
Western Australia 14 10 05

Total - Self-insurance
Workers' Compensation
Provision 336

OneSteel emplcyees in CJugon. Indonesia
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OreSle21 Steel Megnonas comgelirg
ife wh-chtaised

Community Investment & Engagement
OneStezl recogmises that achieving

positive sustainabte relabionships within

the communitics in which we Operaie is
imperativs; 10 the success of Gur bus:ness.
OneS:eel ang its employees pride Qurseives
or sLppor | NG the regionat and local
activities in the cemmunilies where we are
across Australia. We coniribuie in 4 number
of ways. from volunteering lo monetary
donatons, providing educatian and 1raining.
sponsorships and charity tundfaising events.
OneSteel continues o 3im 1o build on and
earn our soCia .icence. to have 2 £os tve
irrpac: ¢ Ihe «acal communities In which we
Gperate ond 1o openly engage our employeas
and stake-holdetrs on key Issues

OneSteel's OneCommunity werkolace qiving
program suppor:s 12 charities. OneSteel
malches employee contributions up to
$250.000 per annum.

Over the past financ:at year. Onetlee-and its
emp'eyees have assistad these chant'es oy
aonating approximately $219.060. OneSteel
is currenily @ngaging employees in order

to better understand how we can increase
employee participation and ultimdtely more
positiveiy Impact communities

Since the OneCommunily Crogram was
established in 2003. CneSteel anG s
emglcyces have donated over S13 rallion
{nrough the program. and the ccimpany wishes
{0 thank all employees viho have participated
in the program.

Since 2001. community investments outside
the program have exceeded $2.5 miltion.

The Whyalla Red Dust Action Group {WRDAG)
official'y dissolved during the year. after
having successtu ly worked vith OneStee
Whyal:a to agdrass the red dust related issues
at €ast Whyalla

OneSteal continues 1o suppor: the Whyallina
indigenous group in the Middleback Ranges
in South Australia through supporting
community cuitural and sporting activities
and through inviting tenders from

Walga Mining
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Environment

ONESTEEL'S ENVIRONMENTAL OPPORTUNITIES INCLUDE INCREASING
EFFICIENCY IN EMISSIONS, ENERGY AND WATER CONSUMPTION

The OneStes: Susiainabily Panel is

the company’s peak 3dv.sory body on
sustainabr ty issues. This Pan=1 coord nates
res:oNses 10 r1shs and OPLor tLn-ties
presented to OneS:eel by climate

change and reports io GneSteer's senior
managemea: and Board on sustamaii -ty
maiters. On:-Steel's environmentat
opportun-ties include etficiency in
ermiss:ans, energy ard water {onsus
as well as furthering hte-cycle thinking
through recycled matenals

Emissions

OneSteel’s greenhouse gas emissions are
- prmanly generatec thicugh steelmaking,
hot roling and forg:ng operaiions at our
Whyalla. Sydney, Waratah and Laverton sites
These sites represent approx mately 88%
ot our greenhouse gas emissions.

2010 Direct, Indirect and Total Greenhouse Gas Emissions

Scope 2
Scope | {electricity only) Total
million tones miliion tones million tones
CO™e coe Cco'-e
OneSteef Austratian Operations 2.56 134 389
- Whyalla Steelworks 2.23 on 2.34
- Sydney, Laverton and Waratlah mills 023 og? 110

- Rest of OneSteel Australian Operations 0.09 0.36 0.45

Soutce: OneSieel

Fitling of vanaole speed electrenic Control to 2ust:ng
fume extraclion ‘ars for energy efticency improvements,
This enerqv savings projecl was successiul in receiving a
government grant under the Energy Savings Fund




The ceas ~p of Iruehed are to rcrthern sICCkeiles for gxpert

~a5resalies -n 3 sig

Energy

'n the 2010 finarc:al year, OreStee
consumed approximately 34,51 pelajoutes
(PJ) ol energy. Of this, 92% was primarily
corsurred al the four ma,or sleelmdx ng
operations. including the inteqraied
steetwcrks at Whyalia, the e aclric aic
furnaces ang mnanglfacturng operal ons at
Waratah, Laverion and Sydney steel mills.

wnswater Consumpti

ihica i cecrease

233 trair ralfic

Water

Tre chart below SNOws towrswater
corsumption from OneSteel's top six
operating sites which represent approrimaiely
$6% of wiater consureticn Iracked at
OneSieel. OneSteel’s annual consumption

of townswa:cr from ihe OneSteal Whyaila
cpera:-cns and OneSteel Market Vil s bus-ness
units, as wetl as the major Australian shredder
s-tes. was approximately 8,230 mion Iitres
OneSteel Whya ia has reduced its Murray
River water consumption by approximately
700 milion :ires since 2008

Top Six Sites
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Water consumption eflicency nitiatives
arOneSteel Whyalla, SA

OreSteel uses re¢ sCles sciap miits

LAF steel-mrarng £rosss

Recycled materia!

Steel is & ma:or recycled materal worldwide
The stee: Indusiry is an iniegrated
production system that combines blasi
furrace renmak nQ (has~d anirgn ore) and
eleciric arc furnace ste2'makina (based en
recycled scrap) Both production methous
ut'lise purchasec HOst-consumer scrap

and posl-industrial/pre-consumer scrap

n addition to internal plant scrap returns.
OneSteel accesses sCrap sieel supphas
through its own OneSteel Recyciing business
as well 4s through exierna’ seurces
OreSteel's toias steel produced from coks
ferrous materials for the 201Q financial year
was S5% of 1213 stee prociciion

Fines

In the 2010 f'nar.cial year, OnaSteel
recaived three penalty notices, with
assaciated hines totalling $6.000.
There were no s.gnificant o lls
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ONESTEEL MANAGES ITS EXPOSURE TO KEY FINANCIAL RISKS, INCLUDING INTEREST RATE AND CURRENCY RISK.
IN ACCORDANCE WITH ITS FINANCIAL RISK MANAGEMENT POLICY. THE OBJECTIVE OF THE POLICY IS TO SUPPORT
THE DELIVERY OF THE GROUP'S FINANCIAL TARGETS WHILST PROTECTING FUTURE FINANCIAL SECURITY

Debt management

OneSteel 1s committed 10 mainianing

an investment-grade profile for its debt

The targe:ed range for debt cons dered
appropiiate in normal arcuimstances

is 30% to 0%, on a net debi/net debt

plus equity Basis, inCluding dsrvatives.
OneSteai’s cearinu level a1 the enc of June
2010 was 17.7%. The Board 15 comfortable
wiih the current level of gearing given the
exteinal env-ronment. OneStze's core debt
faci .t 25 at the end o! Juin2 2010 comprised
$1.823 mudlign of syndrcated loans provided
by a group of banks, with iranches eapirning
from 2010 :0 2012. S2S0 millicn Li'aterals
2ypir 29 'n 20%, and $500 mul-on of US
privately praced gebt, with tranches expirnng
from 201 1o 2020. At the end ot June 2010,
drawn debt was $1.047 mil ion

Interest rate management

OneSteel's objective when managing interest
rate fisk is 1o munimise interes: expense

wh le ensuring that an ap:aropr:ate ‘evel of
flexibility exists to accemmodate changes

in tunding requiremensis. To achieve this,

OneSieel uses a mix of “fixed" and “Hoating”

interest “at2 instruments where “fixed”

is defined as 12 months or tonger. Further

intormation reqarding OneSteel's interest

rate management can be found in Note 32
to the Financia® Statements on page 118.

Forelgn exchange exposure

The main sources of fareign exchange

risk include:

« Sale of commed ty gceds and stee.
product in export markeis (predorminanity
n US gollars)

INVENOry PUrCNASEs 111 lGrergn currency
Purchase of commodity «puts

Capital expendilure purchase of scrvices
in foreign currency.

The Group reguires al d.siness unis 1o use
forward currency conizacts to mumim-se the
CUFrency exposures.

OneSieel a'so has toreiqn currency expésure
ansing from 11s US private debt placement
Some of {his debl has been hedaed using a
sernes of cross-currency interess rate swaps
and foreign 2xchange swaps. The remaining
portion of unswapped debt is used o fund
investments in the US businesses,

OneSteel also has exposure to foreign
exchange trans a%ion risk in relation to New
Zea'and dollar-dencm nated and US dollar-
denominated assels and liabilities

These relate 10 1ts 50.3% share in Steel &
Tube Heidings and invesiments 13 offshere
businesses. for the US businesses. the Group
has considerable natural hedqing in place.

Financlal reporting control assurance

The company erecuies a fisk-based process

tor assessing the effectiveness of interna!

controls. The financial reporting control

focused process includes:

Identify and analyse the key linancial

processes

Assess the inherent and residua: risk

of each key tinancial process

identify key financial conirols where

an inherent/residuat risk gap ind‘cates

s.ynificant reliance on intarnal contro’s

Perform Conirol Selt Assessment tests

of key financial controls. Stewardship

reviews and OneSteel Location Assurance

crogiams conducied on a morthly basis

This process 1s based on:

+ AS/NZS SO 31000:2009/COSO Risk-based
identitication of key tinancial controis

+ The comgany's internal auditors
veriication of the effecliveness

of key financial controls

3\‘5 nes< LNIC riSk owner/manaqement
sign-oft to support Chief Execut:ve
Ofhicer and Chiet Tinanciar Otficer
sign-ofts,

Rlsk factors relating to OneSteel
OneSteel has an established business
risk profiling system for ideniifving.
A$5€55iN0. MON 107 10 3N MANAg NG
material r:isk. The system 1s Dasec on
AS/NZS 150 310000:2009/COS0. and
provides ongoing risk manage nient
that .s capable ot responding prosrptly
to emerqing and evolving risks. Tne
company’s risk management systcm
includes comprehensive practices that help
ensuyre tha'

Key risks are igeniified bi-annually and
mitigating strateqies are put in place
Management systermns are monitored and
reviewad 10 achieve high standards of
pertormance and complance 1n areas
such as salety and environment

Capital expendilure above A certain
thresnolc oniains prior Board aporoval
Internal confrol weaknesses are dentified
and repor ied monthly through the
cutstanding audit 1ssues scoiecard untl
they are remediated and closed
Financial exposures are controlled.
including the use of derivatives. and

Bus ness transact'ons are properly
aulhorised and executed

internal and external audit

OneStesi has a full-time risk managament
and internat audit manager. with the
execulion of the internal audit function
outsourced. The internal audit program

15 aimed at providing assurance lo the
management and ine Board ovar the
effectiveness of the company’s enterprise
risk management system comprising
business risk management. compnance angd
control assurance, and the effectiveness

of its impltementation. Our internal audit
function works with the company's full-time
risk and audit manager and external auditor,
KPMG, to minimise any duplication of

elfort and io maximise knowledge sharing
between the assurarice providers.




OneSteel materlal business rlsks

ite fo lowing key Lusiness risks have teen
igentilied as hav'ng the potential to impact
on the company’s earainas siream. OneSteel
3 :akiIng the Nnecessary sieps 1o ensure that
ihese r:sks are appropriately managzd

Domestic and global economic environment

and capital market conditions

QneSteel's hirancial pertormance an:
rmarkas capitahisat on wiil fluctuate due to
movemenis n Cap'tal markets: brokes analyst
recommendaiions: inferesi rates: exchange
r3i€s; NiahoN; €0N0MIC LONDIIGrs:
changes in Government fiscal. monetary
3nd requiator v policies: commadity prices:
construciion, m:ming and manutacturing
‘ndustiy actvity esvels scrap metal prices;
g'ohal geo-political events and host: -ires
and acts of 1arrorism: investor perceptions
and o:her factors that may affect GneSteels
financ-ai pos*t10n and earnings.

Cyclical nature of the steef industry
OneSteel's revenues and earnings will

bs sens.tive [o the leve! of activity in the
Aystralian consiruction, mangtactu: ng,
1A ng, agaicultura: and auiomotive
industries and wilk aiso be sensitive 1o the
lzvel of activity in the global mining and
ra'lindustries

Adverse impact of certain commodity

price fluctuations

OneSteel s a buyer of various commouit s,
nrluding coking cc3l. hot rolied coil ana
2inc. ang 1s a seller of iron ore. Fluciuations
in the global prices of these commodities
wil::mpact on OneSieer's profitability and
zalance shee!

Adverse impact of foreign currency

exchange rates

OneSteel has exposure o foreign exchange
trans'ation risk, Fluctuations 'n foreign
currency exchange rates. in particular. volalility
of the US dolfar against most major currencies
and streng:hening of the Australian dollar

aga nst tne US dol'ar, may have a matenal
adverse impact on the financial position and
performance of OneSteel.

Competition

UneSteel taces competition irom impor ted
and domestic manufactured sieel long ang
twlar products. some of which may have
lower manufacturing costs than OneSteel
A significant increase in comgetiticn,
including through imports, could maierially
affect the future tinancial position and
pertormance of OneSieel by pulting
downward pressure on steel prices or

by reducing OneSteel's sales valumes.

Dependence on key customer

and supply refationships

OneSteel relies on various key customer
and supplier relationships and the loss or
impairment of any of these relationships
could have a rateria’ adverse effect on
OneSteel’s operations. financial condition
and prospects.
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Emissions Trading Scheme (ETS)/carbon tax
GneSleel’s sieeimaking cperations are
zmissions-iniensive and lrade-exposed.

as they compete with international
compet-iofs, many cf which are no: subject
16 any carbsn Cosis.

HanETS o1 carbon tax s ‘niroducid by the
Australian Government, svh:ch 1s not certain,
OneSteel w Il be expos:C 10 additiona!
OPEralng ¢osts that wit have an adverse
1Mpaci on the hnanc gl performance

of OneSteel. The exten: of :his ‘mpact,
however, remains uncertain, as it witl depend
01 the design of the scherre of tawand the
level of assistance OneSteel may be eligible
for, neither of whichs currently known

Minerals Resource Rent Tax (MRRT)
OneSteel is a mine: and seller of iron ore
and aiso uses iron ore iInternatly for steel
production

It the ' oposes MRRT s in‘roduced, it wil
have an adverse impaci on the financial
performance of OneStcel However, the
extent of this :mpact is uncertain, as it 1s
deperdent of: tre 1ina’ form of tne MRRT,
It 1t iniraduced. and whether the tax wil
apply to maienats used niernally by our
steelworks, It 15 our undersianding that
the MRRT 15 nei intended o atfect the
Whya'la Stee:works

Envirgnment

The severe Grough: condit'ons «n Ausira’ia
may .mpact on injustrial wate a'lecat ons
Any restriction on OneSteel's access o
water may have a matenal adverse impact
on its tusiness operations and financial
verformance. Primary risk comes througr
Governmant regu'ation ard programs,
secondarily through social respansibility
and the company’s local envirgnmenta’
track cecord

A risk of mater.al envirgnmantat hability
may eist in relation to former sies.
including where OneSteel has provided
indefrnities 17 connection with the
divestmeni of siies and existing sites

as aresult of site contamination.

Operational risk

The proluciion of ron and steel products
involves @ number of inherent risks relating
*o the operaiton of OneSteel’s manulaciuring
taciities that invoive the use of enerqy and
itrastruciure resources. 1ncluding electricity,
Qas and waier, the production and movement
of liquid metal, the hot rolling and co'd torming
of steel sectiors and. at times, complicated
log-stical processes. Operational risks exist
with resgeci to the major units at Whyalla and
electric arc furnaces. Investigations into the
unplanned extended stcppage of the Whya'la
blast furnace that occurred during the year
have resulted in the decision to yndertake
some repairs and redesign wark in the neat
financial year 10 manage operational risks
and cosis.

kgl"manzc &
k M3nagement

insurance

OneStee! will seek 1o maintain Insurarce

for busingss -rierruption, procerty darage,
goods ‘n transit and public and product
ability. Howerer, OneSteel's 'nsurarice vl

N0i COver every potential nisk associated

with its operaiions and. 1. scma cases, wiil be
sup:ec: 10 large deductibles, The occurrence
of a significant adversz event. the nisks of
which ar¢ not fully covered by insurance, could
rave & ratenial adversc effect on OreSteer's
financ:al cond tron and financal pertormance.

Occupational Hearth and Safety (OHS}

OneS:eel has been granted self-insurance
status for wot kers compiensation 'n al
eligibre states OneSteci's continued safety
performance and compliance with OHS
systems and practices 1s a key cecmpeonent to
mainta.ring self-insurance s'atus. If OneSteel
fanls to maintain adequate occupational
nealth and sately syslems and praciices,
OneSieel may lose its self-insurance status,
which may have a mater'al adverse ffect on
the financial partormance of OneSieel

Product risk

OneSteel maintans an internal risk
ranagement precess and also follows
Qquality assurance pracedures in raiation

10 the manufacture of its products and
materials. OneSteel's steel mills are
accredited to internationally recogn ses
standards, 1509001 or 1ISO3002. Howevar,
due 1o the nature of tis operations, if 15
possible that claims against OneSizet could
anise 1-gri defects inmater-a s or croducts
manufactured and/or supptied by OneSteal

Industrial and personnel risk

Interruptions a: OneSteei’s production
faciliies arising from industrial dispules,
work stoppages and accidents may result
in proguction losses and delays, which
may adversely atfect the tinanctal position
and performance of OneSteel. OneSteel
may also have difticully in attraciing and
retaining staff with the specialised skills
necessary for the operation of OneSteel's
facilities. particu arly 1 regional lecations

Intellectual property

Inteflectual property 1s expected io form a
growing part of OneSteet's business. There
€an be no assurances that the vahdity,
ownership or authorised use of intellectual
property refevant to the businesses may not
be challenged
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GEOFF PLUMMER
Managing Director and

Chlef Executive Officer

B2

Age 54 Mr Plummer was
appo-nted Managing D.rector
and Ch'ef Execilive Cihicer

on 2 May 2005 Prior o this
acpuintment. Geoff was Deputy
Manaqir:g Direcior and a.50 held
the role of Executive General
Manager Markot Mills, Geoftf
joned CneSseel :n Ccteber
2000 from BHP where he speni
22 years in a vaniety of roles
inclugd.ng President Rod & Bar
Producls tBHP Steel), General
Manager of "he joini venture
company Behkagr t-BHP Stee! Cord,
President of Australian Logistics
Serv'ces in BHP Transport and
managernent posit.cins 1n BHP
wire operations.

ANDREW ROBERTS
Chief Executive Market Mills
8Comm

Age 43. Mr Rober:s jo.ned
QOneSteel from BHP Steel,
starting in 1989. Andrew has
held a number of ro’es in
markeling, sales and general
business management across
the Manufaciuring. Materials,
Steel-in-Concrete and
Distribution businesses.

ROSERT BAKEWELL
Chief Financial Officer
BComm

Age 46. M1 Bakewe! joined
OngSteer n April 2010.
responsible for account ng. tav,
1-Sh M@NAQEMeN:, (reasury,
bustness planming. 129a'

and company secretarial,

A+ Bakewe | Nas rmure than

25 years professional experence
n executive tinanciel and
commerc'a roles. Mos. recenily.
Mi Bakeweil was Group Seraor
Vice-Presigent. Chiet Financial
Ofticer, Povier Procucts divis on
of ABB Limited, the Swiss-based
power and automation
lechnologies g7oup.

STEVE HAMER
Chlef Executlve Distribution
8Eng {Hon3)

Age 53 Mr Hamer was
appointed Chief Executive
Bisiribution in February 2009
and has spent his career in the
Austratian steel industryin a
range of technical. tunctional
and business management
positions. in his grevious role,
Steve was Executive GM for
Steel-in-Concrete

?Jw-,u

n
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MARK PARRY
Chlef Executive Whyalla
BComm

Age 45. Mr Parry o:ned
OneSteel from EHP after
working in @ number of

roles s'nce 1984. Prior te fus
current role. Mark was GM
Manutacturing Pipe § Tube. He
has set ved as General Manager
of ihe joint veniure company
fekaert-BHP Steel Cord and
held ihe posiiion 0! Manager
Gezlong Wwre Mitl

LEO SELLECK
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GREG WATERS
Chief Executive Recycling
BBus (Mkig)

Aqge 50. Mr Waters joined
GreSteel In Gctote: 2008 from
BlueScope Steel where he hald a
number of sen‘cr roes In¢lud ng
President. Western Port Woiks
and President. Greater China.
Previgusly. Greg held a nurrber
ot General Managemani ro.cs
for BHP and Bramblas in Land
and Sea Transpor: and Logistics
iocated in Ausiraha, South East

Asia and the United States

o~

.
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BILL GATELY
[3

Executive General

tive General

Technology, Safety & Services
BSc

Age 61. Mr Seileck has had

37 vears experience i the
Australian stee: industry joining
OneSteel from BHP where he
had served in a variety of roles
s'nce 1972. Leo has significant
experience in the integrated
steelmaking business. He has
also held corporate toles i the
fields of safety and environmeni
Prior to his current position,

his previous roles included
Executive GM Whyalla,
fxecutive GM Project Magnet
any Execulive GM E'ectric Ar¢
furnaces & Technology.

Human Resources &
Organisational Effectiveness
Btc

Aga 49. Mr Galely has been

n this roe since OneSteel

was publicly listed 1n 2000

Bilt joined OneSteel irom BHP
where he had workad since

1979 1n a range of human
resource and employee relations
positions, During that period.

he worked for BHP Minerals

and in the Newcastle and

Port Kemb:a Steel operations
where he played a key role in
significant chang
improvement ini
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P J (PETER) SMEDLEY

Chairman, Independent Non-executive
Director

BComm. MBA FAICD

Age 67. Appomnted a D.rector and Chairman ‘n
October 2000. Mr Sred ey s Charman of the
Operat.onal Risk Committee and 3 member
of the Governance § Nominat'ons Comrmiliee
ang the Human Resources Committee. He

is Chairman of Spotless Group: Limited ang
Deputy Chairman of the Coton:al Foundation.
Heis a s a Director of The Austral an

Ballet, Haven Foundaiton and the Orygen
Youth tiea:th Research Centre His prevous
rg'es Neluged Managing D rector and Chiet
Executive Ofitcer of Mayne Group Limited,
Manag rg Directer ang Chief Executive Officer
of the Cnlon‘ai Group L mited, Chairman ot
CARE Austrata and the State Bank of New
South Walés, [ xecutive Director. Cownstream
Qiland Chermicals and Lrecutive Direcler,
Coai and Metals for Shell Austraha Limited.
Deputy Cha'rman cf Newcrest M ning L 'mited
and Director of Austen & Butla Limited Oiher
listed company directorships he'd during the
period 1 Ju y 20C7 to 20 June £J10: Scot ess
Group Limited, appointed 8 December 2006,

G J (GEOFF) PLUMMER

MD and CEO, Non-Indeperdent

Executlve Director

BEc

Age SA. Appointed a Director in December
2004, Apoointed Managing [ recter and
Chief Executive Officer on 2 May 2005, Mr
Plummer j0ined OneSteel 'n October 2000
from BrP after 22 years with the group. kis
previous roles wilh OneSteel were Deputy
Managing Director ang belore that Executive
Genera: Manager Market Mills. His roles at
8HP ncluded President Rod & Bar Products
(BHP Steel), Gereral Marager of the joint
veniure company Bekaer:-BK= Ste«l Cord,
President of Australian Logrstics Services in
BHP Transport and management pos tions
in BHP wire operations, He 1s a Director of
the World Steel Association. Other listed
COMpany Girectorships re-a gurirg tne

C R (COLIN) GALBRAITH AM
Independent Non-executive Director
LLB (Hons). LM FAILD

Age 62. Apponted a Director in October
2000. Mr Galoraith 1s Chaitman of the
Gevernance § Nom nations Commiitee

ang a memoer of the Aud.! § Compr-ance
Committes. He 1s 4 Special Adviser 3t
Gresham =artners Limited. ¢ is a Director
ot Commonweaith 3ank of Austraha. CARE
Austral'a and the Austral-an Institte of
Cornpany D rectors. Chairrman of SHP Bilizon
Community Trust and a Trustee of Royal
Melbourn: Hospital Neuroscience Foundation.
Prev.ously, he has teen a Gnecic: of Colomai
Group. Azon Limite and GasNet Australia
L'mited (Group) Other listed company
directorships held during the period 1 July
2007 {0 30 June 2010: Commonwealth Baith
of A_stalia snce sune 2000

R B (BRYAN) DAVIS
Independent Non-executive Director
BSc (Tech), FAIMM, MAICD

Age &7. Appointed 3 Director 'n December
2004. Mr Davis oecarre Charrman of the
Occupational Health, Safely & Environment
Commiitee in Augus: 2005 and 15 also a
member of the Audit & Comphiance Commitiee
and the Operational Risk Committee. He is

a Non-evecutive Director of Coal and Afl'ed
Industries Limited and Terramin Austral'a
Limited. His previous roles include Non-
execut ve Cirector of Newcrest Mining L'mited,
Executive Director of Mining of Pasminco
Limited, D.rector of North Finders Mine
Limited, Chairman of Indoghil Resources NL
and Bendigo Mining Limited. E<ecutive Director
of Australtan Consolidated Minerals Group.

senior management positions at CRA Limited, *

Chairman of the NSW Minerals Council and
Member of the NSW State Minerals Advisory
Council. Other listed company directorships
held during the period 1 July 2007 to 30 June
2010: Coal and A I'edt Industries L miled s.nce
September 2000: Newcrest Mining Limited
from Aprit 1998 to Gctober 2008

D A (DEAN) PRITCHARD
independent Non-executive Director
8L, FIE Aust. CP Eng. FAICD

Age 65. Appointed a Director 1n October
2000. Mr Pritchard is a trember of the
Qccupational Health, Safety & Environment
Committee. the Human Resources Comm ttee
and the Operaiionsl Risk Commitiee. He

is Chairman of Steel & Tube Holdings
Limited. 3 New Zea'and lisied company in
which OneSieel holds a 50.3% interest. He
is also a Director of OZ Minerals Limited.
Spotless Grouw Limited and Eraring Energy.
Previously, he was Chiet Executive Ofiicer of
Bauliderstone Hornibrook. Chairman of ICS
Global Limited, and a Director of RailCorp
ang Zinifex Limited. Oiner listed company
directorships held during the period | July
2007 to 30 June 20i0: Zinifex Limited from
March 2004 to July 2008; Steel & Tube
Holdings Limiied since May 2005: Spotless
Group Limuted since May 2007; OZ Minerals
Limited since June 2008.




E J (EILEEN) DOYLE
Independent Non-executive Director
BMatn, MMath. PaD, FACC

Age 55, Appointed a Director in Qctober
20G0. T Doy ¢ 15 3 mermber of the Aud 1 &
Compuance Commiztee, the Occupaticnal
Health, Safety & Environment Committee ana
the Governance & Nominat ons Commitlee.
Sne is also a Director of Ross Human
Orrecticns Limited, CSIRQ, Boral Limited, The
GFT Group and Stee & Tube Holcings Lim.teo,
a New Zealand listed company in which
OneS:eel holds 4 50.3%. 1nteres:. Her dravicus
ro-es ii¢ uge Cha rmar of Port Waratah Coal
Services. Director of Ausirade and senior
manggement gositions with CSR T-mber
Products. BHP Steel, Hunter Water Corpcration
and State Suger Financial Services Australia
Limited. Other histed campany director ships
helg gunng the period 1 July 2007 0 30 June
2010: Ross Human Drections Limited since
July 2005; Stee! & Tube Holdings Limited s'nce
July 2005: The GPT Group s:nce 1March 20i0;
Boral Limited since 16 March 2010.

G J (GRAHAM) SMORGON
Independent Non-executlve Director
BJuris LLB

Age 60. Appointed a Director on
17 September 2007. Mr Smorgon became
Chairman ¢! the Fuman Resources
Commitiee in August 2009 and is a member
of the Operational Risk Committee and the
QOccupat.onal Health. Safetly & Environment
Comnuittee. He is also Chairman of the
GBM Group. the Print Mint Group. Smorgon
Consolidated invesiment and Scental Pacitic
" He is a Director of Incitec Pivot Limited,
Chairman of the Arts Centre foundation,
and a Trustee of The Victorian Arts Centre
Trust. His previous rotes included Direclor
of Fed Square Pty L:d. Chairman of
Smorgon Steel Group Ltd. President of the
Cartton Footbal Club, Deputy Chairman of

Melbgurne Health, Direcior of The ‘Waiter
ang £1iza Hall instituie of Medica® Research,
Chairman of Creat.ve 8rands. Charman

of GBM Logic. Membter of the Coune 1 of
B'alik Col'ege, Director nf Playbos Theatre
Company and Playbox Malinouse Lin ted,
Trystee of the Roya! Me bcurre Hosp 13-
Neuroscience Foundaiion, Charman of

the RMIT Marketing Industry Advisory
Viorking Commiztee, and Partner Gf -aw firm
Barker Harty & Co. Other listed company
d.reclorsn:ps helg Juring the pericd t July
2007 9 30 June 20°0: Nu..

L G (LAURIE) COX, AO
Independent Non-executive Director
BComm, F(Pa Sitin, FAICD

Age 7t Appointed a director on

17 September 2007. A% Cox is 4 member

of ine Audit & Comp iance Commuttee

and the Human Resources Committee

He is Chairmran of SMS Manaoerent &
Technology Limited. M7 Cox has over

40 years experience in Aystralian and
-nternatinnal financial markets, incluging
Chawrman Agstrahan Stach Exchange
(1989-94). Executive Chairman Potter
Warburg Group of companies (1990-9%). and
Director SG Warburg Securities. London

He was also Chairman of Transurban Group
ang the Murgoch Chilcren's Research
Institute Limited. a Director ot Smorgon
Steel Group Limited. Hills Moturway Limited,
Hills Motorway Management L.mited and

an Executive Voting Director of Macquarte
Groug Limited. Other listed company
directorshigs held cur ng the peried 1 July
2007 to 30 June 2010: Smorgon Steel Group
Limited from September 1398 until August
2007: SMS Management & Technolcyy
Limited since May 2001: Macquarie Group
Limitad from February 1996 uniil July 2009,
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P G (PETER) NANKERVIS
Independent Non-executive Director
8L (Hors). FCPA. GAICD

Age 60. Appointed a Dirscior in December
2004. vr Nankervis ‘s Chairman of (he
Acait & Compliance Commitiee and 3
member of the Operational Risk Commiitee.
He 15 3ls0 3 D 12ctor of Dairy Austrana
Limited. Previously he was Ch.of Financia:
Otlicer of Cadbury Schweppes Asia Pacific,
Firnance Director of Cadbury Schwepoes
Austraha Limiled and a Direcior of Mitchell
Communications Group Limited Other
Iisted company directo’sh ps he'd during
wne period | July 2007 t¢ 30 June 2010:
Mitchell Communication Group Limited from
12 March 2007 to 13 Jarcary 2Ci0.

K L (KARA) NICHOLLS

Company Secretary

8Bus, MLS, FCIS, MAICD

Age 34. With over 12 years expenence in
equity cap.lal marke:s. Kara brings extensive
knowledge of the ASX listing rules, corporate
governance and coimpany administration to
the Board. Kara has extensive axperience

in commercial transaciions and comptiance
matters. Prior 1o joining OneSteel in 2009,
Kara gained six years esperience with the
Macquarie Group and over tive years with
the Australian Securities Exchange,
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Corporate Governance Statement

OneSteel has been listed on the
Australian Securities Exchange since
22 Octoper 2000 (ASX:0ST). Th's
statement outlines the cofporate
governance praciices adopted by the
Board whichwete 1n place throughou:
the financial vear.

Board of Directors

The Soard has adopted a Board Charter
& Corporate Governance Gu.delines

This document constitutes a reference
point for Directors, employees and
shareholders in understanding the
company’s approach to the processes.
performarce measures, vaiues and
ethical standards which govern Directors
and emplovees, It 15 designed 1o
faciitate an evaluation cf the company’s
tramework and procedures in the
context of ensuring accountabitity

and transparency.

The primarsy role of the Board is

the protection and enhancement of
tharenolder value. The Board has
responsibility for corporate governance.
ki oversees the business and alfairs of the
company, 2stablishes the strategies ang
financial objectives with management
and monitors the perfermance of
management directly anu indirectiv
through Board committees.

The 8oard has estabiished a framework
for the management of the company.
Incluging a system of internal control
and business risk management and
3ppropriate ethical standards

The Board reviews the company’s
performance and considers other
important matters such as strateqic
issues and plans, major investment

and divestment decisions, human
resources Taiters, govesnance and
compliance matiers and receives reqular
business unit and corporate function
presentet'cns. Senior management is
reqularly involved in Board discussion
ang Directors have opportunities such
as visits to major operational sites for
contact with a wider group of employees.
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The Boara embraces the need for, anc
continued maintenance of, the highest
standards of ethical conduci. The
OneSteel Cooe of Conduct formalises the
obligation of Directors and emplovees to
act vathinthe Iaw and act Fonestly ard
ethicallv in alt business activities,

For tne ourposes of the proper
performance of the:r duti2s relating to
the company, Directurs are entitled to
obtainindaperden: professicnal advice
at the company’s expense fallowing pre-
approval by the Chairman. This advice is
treated as adv.ce to the Board.

Board committees

The Board has established tive committees,
Each committee has a clear mandate

and ocerating procecures and operates
principally in a review or advisory capacity.
exceot In cases where particular powers
are specificaily conferred gnthe commitiee
by the Board. Boara commutices may atso
ne astadlished trom time to time to deal
with matters arsing.

DIRECTOR BOARD MEMBERSHIP COMMITTEE MEMBERSHIP
OCCUPATRONAL

AUDIT & GOVERNAKCE § HUMAH HEALTH SAFETY

COMPLIANCE NOMINRTIONS RESOURCES § EHYIRONMENT OPLRATIONAL RISk
P J Smedlev Independent Non-executive Directos Member Member Chairman
L G Cox Independent Non-executive Director Member Member
R 8 Davis Independent Non-executive Director Member * Chairman Membper
E J Doyle Independent Non-cxecutive Director Member Member Member
€ R Galbraith Independent Nor-executive Directer  Member Charrman
P G Nankervis Independent Non-executive Director Chairman Member
G J Ptymmer Managirg Cirector &

Chief Executive Officer

D A Pritchard Independent Mon-executive Director Menmber Member Member
G J Smorgon Independent Non-Executive Director Chairman**  Member Membe~

* R B Davis was appointed to the Audit & Compliance Commattee on 19 Auqusi 2009
* G JSmorgon was aopointed Chairman of the Human Resources Commitier 01 19 August 2009




Board Composition and non-
executive director independence

The Board 1eqularly assesses the
independence of each Director. For

this purpose an Independent Director

15 & Non-eéxecutive Lirector whein the
Roard consider s to he ndependent of
management and free of any business o
other relationship that could maternially
intertere with 1he exeicise of unfettered
and independent judgement

In additien to heing required to conduct
themselves in accordance with the
punciples for Directars’ conduct and
Diractors’ responsibilities outlined in the
Roard Charter & Corporate Governance
Guidelines, Directers must be meticulous
n disclosure of any matenal contract

or relationship in accordance with

the Catporations Act. Directors must
strictly adhere to the constiamts on
then parlicipation and voling in relation
to matters in which they may have
aninterest in accordance with the
Corporalions Act and CneSteel pulicies

Each Duector (or interests associated
with each Director) may be a shareholder
inthe company. Each Diredlon may
beanvolved with other cainpanies or
professional frms which inay liom time
to time have dealings with Onestes!.
Directors must be ineticulous in ensuring
that disclosure, as required by law,

15 inade of any dealings and, where
requisite, details are set cut in the
company’s Financial Keport

The Board has assessed thal each of the
Non-executive Directors of the company
is an Independent Director. In reaching
that determination. in addition to the
matters reterred to above, the Buard has
taken into account:

Specitic disclosures made by
2ach Director

Where applicable, the related party
dealings of each Director, noting that
those dealings are not material under
accounting standaids

No Director is a substantial
shareholder or an otficer of or
otherwise associated with a
subslantial sharehclder

No Non-executive Director has ever
been enployed by OneSteel or any of
its subsidiaries

No Director has a contract with
Onasteel (other than as a Director),
ot is associated with, a supplier,
professional adviser, consultant to or
customer of OneSteel, that is material
under accounting standards.

The Board does not consider Lhat term of
service should be considered as a factol
affecting the question of independence.
The Board considers that a fixed
maximum tenure is not i the company's
interests. Instead, it considers that a
Directar should not sésk ré-etection if
they. or the Board considers it 1s not
appropriate tu do so. In its consideration,
matters considered by the board may
include renewal and succession, size,
experience and skill mix, diversity

or performance,

Refer to pages 42 and 43 for the pericd
ol oflice held by each Director at the
date of the Annual Repotl as well as the
axpelience and qualifications of each
Director and the Company Secretary.

Performance Evaluation

In each reporting period, the
petturmance ol the Beard and each
commilea in meeting sharehaolder and
stakehnldes expectations is evaluated
under the direction of the Chanman.

In addition, the Chailman discusses
individual Director contribulions with
each Prector face-to-lace annually.
Senior managemant s subject to

an annual pertoimance evaluation
process which involves the assessment
of performance against specific and
measurable qualitative and quantitative
performance criteria. An annual
performance evaluation for senior
manageinent has been undertaken lor
the tepciting penod n accordance with
this process.

Remuneration

The remuneration of the Board. Key
Management Fersonnel and relevant
senior inanagement are set out in the
Renuneration Report set oul inthe
Directars’ Repoit on pages 51to 60.

Risk Management

OneSteel is committed to managing 1isk
to protect cur people, the environment,
company assels and our 1eputation as
well as 1o realise cpportunities.

OneSteel's risk-based system ot internal
control assists it to operate effectively and
eflicienlly, achieve business objectives,
ensure 1eliable reporting and comply with
applicable laws and regulations.
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Management implements this policy

by designing and establishing 3 system

o1 1dentilying, assessing, menitoring

and managing material business iisk

thinughaut the company including
the compary’s internal compliance
and conlrol systems. Managament 1s
expected to:

+ Design and implement a system of
ongoing risk reviews that is capable
of responding promptly to new and
evolving risks

Mot the elfectivenass ot the
syslem of risks and internal controls
managemenl

Provide an annual assurance to the
Board reqarding the extent of its
campliance with this policy.

Managemenl regularty reports tothe
Board on the eflectiveness of the
management of OnesSteel’s material
busin: tisks. A description of the
company’s risk imanagement system and
the nature of he risks are cutined in the
Finance: and Risk Managernent section on
paqges 38 and 39,

The MD and CEQ and CFO provide
assurance via a wrillen statzment
(Certification; tothe Board that states:

Thew view provided on the company's
financial report is tfounded on @ sound
systein ol risk management and
mternal compliance and controb which
implements the hnancial policies
adopted by the Enard

The coinpany’s tisk inanaqement
and inteinal compliance and control
system is operating eflectively in ol
material respects.,

The Roard notes thal, due to its nature,
internal control assurance from the

MD and CEO and the CFO can only he
reasonable rather than absalute. This

is due to factars such as the need for
judgement, the use of tesling on a
sample basis, the inherent fimitations in
internal control and the fact that much
of Lhe evidence available is persuasive
rather than conclusive and therefore
cannot, and cannot be designed

to, reveal alt weaknesses in cuntiol
procedures. In response to this, an
internal cantrol certificate is completed
by each business unit Chief Executive
and corparate functional head and their
respective finance managers to support
the Certification,
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External Audit

KPMG was appninted as the cornpany’s
external auditor i 2C0O7.

The axternaf auditor attends the AGM
and is available to angwer quashinns
about the conduct of the audit and

the preparation and content of the
audit repoit

The Board conducts discussions and
hnlds méetings vath the extarnal
auditor withoul management presenl
More informalion cn the appointinent,
review, provision of non-audit services,
indepandence and other consideralions
is set out inthe Audit & Compliance
Cornmittee Charter,

Shareholdings of Directors and
Senior Management

The shareholdings ol Directors and
seniar management are set out in
Note 30 of the Financial Report.

Securities Dealing

The company’s Secutities Dealing Policy
requires all Directors, ofticers and
employees (including employees on fixed
term cantracts), relevant consultants
and contractors retained by the company
from tune t, tume (collectively Onesteel
People and individually a OneSteel
Person) to comply with the law relating

toinsider trading and with the rules
outhined in the Securities Desling

Policy. The palicy contains additional
1esponsibilities which apply to OneSteel
People who are managers at level 3
(Generat Managers) and above. including
Directors and seninr executives.

Continuous Disclosure

OneSteet’s Contimious Disclosure
Folicy sets out the piocedures in glace
to enswre that shareholders and the
market are provided with tult and
tinely infarmation about the company’s
achivities in compliance with its
contimucus disclosure ebligations.

Shareholder Communications
The inethods by which OneSteel

communicates with shareholders inciude:

Relagses to ASX

www.onesteel.com which provides

ASX/media releases

Webcasts

Corporate governance docuinemts

Constitution

Dividend Renvestinent Plan 1ules
- Presentations provided to fund
manayers, finanuial analysts and
the AGM

Infatination on the comnpany, its
business unity and key activities.

Shareholders are encnuraqed to attend
the AGM o1, if they are unable to attend,
to appoint a proxy or vote onling.

Corporate Governance Documents
OneSteel has a range ol chaiters,

policies and cades in connechion

with ifs governance practices. These
ducuments include:

Audit § Compliance
Committee Charter

Human Resources Committee Chaster

Occupational Health, Safety §
Enviionment Committee Charter

Guvernance & Nominations
Cammittee Chaiter

Operationa Risk Committee Charter

Board Charter & Corpotate
Governance Guidelines

Securities Dealing Policy

Continuous Disclosure Policy

Shareholder Cotmmunications Policy

Risk Palicy
Code of Conduct

Corporate Governance Statement

The documents are availahle on our
website wivwanesteel.com
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Directors’ Repoit

Your Directors submit their report for the
year ended 30 June 2010,

Directors

The folloving persons were Directors of
OneSteel Limited during the whaile of the
hinancial year and up to Lhe date of the
ieport unless stated ntherwise:

P JSmedley

L G Cox

R B Davis

E .} Doyle

CR Galbraith

P G Nankervis

G J Plummen

0 A Patchard

N J Roach (retired 16 November 2009)
G ) Smorqon

Details of the qualifications, expeiience
and responsibilities of the Directors
are sel out vn pages 42 and 43 of the
Annual Report,

Principal activities

The prmcipal activities of the Onestael
Limited Group ("OneSteel Group™) during
the financial year were the mining and
supply of steelinaking raw materials

tn steel mills operated in Australia and
overseas: recyching of ferrous and non-
ferious scrap etal; and manufacture
and distiibution of steet long products.
The Onestesl Group manufactures and
distributes a wide 1anae of products
mncluding structural, £3il, rod, har, wire
and pipe and tube products. In addition,
the OneSteel Group distributes sheet and
coil, piping systems, plate and aluminicin
praducts. OneSteel Limitad owns S0.3%
of the erdinary shaies of Steel & Tuhe
Holdings Limited, a steel distribution
comparny lisled in New Zealand.

There were no significant changes in the
nature of OneSteel Group's activilies
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Reviev: of operations

A review of the operations of the Onesteet Group during the financial year and the
results of those operations is contained in pages 13 to 30 of the Annual Report.

Net profit after income tax attributable to inembers of OneSteel Limited as parent
entity for the financial year was $258.4 million (2009: $229.5 militon} with earnings
per share of 19.51 cants (200%: 22 .59 cents)

Dividends
Dividends paid or declared by OneSteel Limited (“the Company ™) since the end of the
previous linancial vear were as follows:

2010 finat dividend

6.0 cents per ordinary share payable on 14 October 2010,
unfranked on fully paid ordinary shares

2010 interim dividend

5.0 cents per ordinary share paid on 15 April 2000,
antranked on fully paid oidinary shaies

2009 hinat dividend

4.0 cents per ordinary share paid on 15 Oclober 2009,
unfranked on fully paid oidinary shares

665

Significant changes in the state of affairs

Theie weie no significant changes in the state of allaus of the OneSteel Group hat
occurred during the financial year Comimentasy on the overall state 5l affans of the
OneSteel Group 15 set out on pages 1 1o 46 of the Annual Report.

Environmental regulation and performance

The OneSteet Group 1s subject to signiticant envitonmental requlation in respect of
its mining and manufacturing activities. Environmental perferinance abiigations are
nomitored by management and the Boaid ol Directois and are periodically subjected
to internal, independent external and government agency audits and site inspections.
The Environment Repott is set out on page 36 of the Annual Report. The OneSteel
Group's sustainability report is available on www.onesteel.comn/sustainability,

Directors’ meetings

The number of Deactors’ meetings held, including meetings of comrittees of
Directors, and nuinber of meetings attended by each ot the Directors during the
financial year are listed! below. Details of the coininittees are set oul on pages 44 to
46 of the Annual Repart.

OCCUPATIONAL

during the year CGOVERNANCE & AUDITS  HEALTH. SAFETY HUMAN OPERATIONAL
BOARD OF NOMINATIONS COMPUIANCE & ENVIRONMENT RESOURCES RISK.
DIRECTORS COMMITTEE: COMMITTEE CoMMITTEE COMM;TTEE COMMITIFE
Number of meetings held’ 13 3 4 4 S -
P J Sinadley 13 k| 4 S
L GCox 13 - 3 - S -
R BDavis 10 - 3 4 -
E J Doyle n 3 3 4 - -
C R Galbraith 12 3 4 - - -
P G Mankervis 2 - 4 - - -
G J Pluimer 13 3 4 4 S -
D A Pritchard 2 - - 4 4 -
N J Roach S - 1 ¥ 1 -
G J Smairgon 12 - 3 4 -

1 AllDirectors attend=d the fast annuat general mesting heid on 16 November 2039, Attendance at Board comimitlee meetings during the year
n¢ludes Directors who are not memders of that zominittee.
2 Excludes UneSteel Limited Board sub-committee meetings.
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Company Secretary
Intormation an the qualifications and experience of the Company Secretary is set out on page 43 of the Annual Report

No officers are former auditors
Mo officer of the OneSteel Giaup hias been a partner of an audit firm or a director of an audit company that is or was an auditor of
any 2ntity in the OneSteel Group during the year ended 30 June 2010.

Shares and options

During or since the ¢nd of tha hnancial vear there veie no options granted over unissued shares. There were 92,100 ordinary
shares and nil options that vested undet the terins of the Long Term tncentive Plan during the year.

During or since the ¢nd of the financial year, the company has issued 144,506 ordinary shares as a 1esult of the exercise of upliuns
Details 1#fating 1o the exercise of these options are included in Note 29 of the Financial Report. There are no amounts unpaid onthe
shares issued

At the date of this report, exercisable optinns over ardinary shares of the company are:

ExP-RY CATE EXERCISE PRICE NUWSER OF SHARE D7 TIONS

21 December 2010 $1.0434 160.500

The options do not entitle the holder to participate in any share 1ssue of the company. Shares heid in trust under the Long-Term
Incentive Plan cairy voting 1ighls

Directors’ interests

No Duectar, either ditectly or ndirectty, exercised an .ption over ardinaty shares or was aranled adinary shares during the
hinancial year other than G J Pluminer wh was granted 340,316 ordinaty shares undvr the OneSteel Long-Term incentive Plan.
These shares will vest between 1 July 2012 and 1 July 2014 subject to pertormance hurdles. No ordinary shares vested to

Mr Pluminer during the fimancial year.

The relevant interest of each Director in the shares, optivis or other instruients ol the company and related bodies corporate
are set out in Hote 30 of the Financial Report.

Matters subsequent to the end of the financial year

There have heen no circumstances arising simce 30 June 2010 that have significantly aftected or may significantly atiect:
1a) the operations

() the results of those operations, m

{c} the state of affairs of the OneSteel Group in fnture tinancial years.
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Future developments

Certain likely developments in the
operations of the OneSteel Group
known to the date of this repost have
been covered genaially within the
annual Repart

Interests of Non-executive
Directors in contracts or proposed
contracts with the company
Diractons of OneStesl Linted have
deciared Lheir interests i cantracts or
proposad contiacts thal may result from
their directorships of other corparations,
as listed in their personal prefites set aul
on pages 42 and 43 of the Annual Report
Members of the GneSteel Group had
normal business transactions with
Directors (on Director-ielated entities)
of the parent enlity and its contiolled
entities during the vear.

Loans to Directors and executives

There were nolcans made to o1 are
outstanding with Directors or executives

indemnification and insurance
of officers

The Group has agreements with each

of the Non-exécutive Directors of the
company in ctfice at the date of this
repoit, and certain fonmner Directors,
indemnifying these cfficers against
ligbilities to any person other than the
company or a related body ¢oporate
that may arise from therr acting as
officers of the company, netwithstanding
that they may have ceased to hold oflice,
except where the liability arises out of
conduct involving a lack of good faith,
The Directors have not inclusted details of
the nature of the liabilities covered o1 the
amnount of the premium paid in respect

at the Diectors’ and afficers” hability and
feqal expenses insurance contracts, as
such disclosure is p:ohitited under the
terms ot the contract.

Non-audit services

Duwiing the yea, the Group's auditor,
KPMG, provided non-audit se1vices to
Onesteel Group entities
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Details of the amcnsts paid or payahle
to KPMG [or the provision of non-audit
services durirg the financial year are set
oul in Note 31to the Financial Report,

The Directass are satisfied that the
provision of the non-audit services during
the year 1s compatihie with the general
standard of independence tor anuditors
inposed by the Corpotations Act 2001
Also [ollowing review by OneSteel's Audit
& Comphiance Cominittee, the Directors
are satished that the nature and scope of
2ach type of non-audit service provided
means that auditor independence was
not coinpromised

Rounding of amounts

The Company is of the: kind relened to
m Australian Securities and Investments
Conmssion (ASICY Class Ordes 98/0100
In accordance with that Class Oider,
amounts contamed in this teport and in
the Financial Report have bean rounded
off f thie nearest one hundred thousand
dollars or, where the amount 1s $50.0060
ar less, zero, unless specifically stated to
be otherwise.

Lead Auditor's Independence Declaration

UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

To the Directors of OneSteel Limited

1declare that to the best of my knowledge and belief, in relation to the audit tor the financial year ended 30 June 2010 there have

been

(a) no contraventions of lhe auditor independence requitements as sel out n the Corperations Act 2001 in relation to the audit,

and

(h) no contraventions of any apglicable code of professional conduct in relation to the audit.

KPMer -

KFPMG

David Rogers
Partner
Sydney

17 August 2010

=




Remuneration Report

The Directors of OneSteel Linuted
present the Remuneration Report of the
OneSteel Group.

This Retauneration Report has

been prepared in accordance with

the Cocporations Act 2001and the
Coiporalians Regulations 2001 and has
been audited.

Remuneration governance and
the Human Resources Committee

The Roard is responsible lor
remnuneration decisrons at the CneSteesl
Group To assist the Boaid. qovernance
and oversight of remuneratinn are
deteqated to the Human Rescices
Comunittee. The Human Resouices
Cominittee 1s 1espansible 121

Reviewing remunaratton policies

and practices including the setting

of lixed remunetation amounts and
the structure and quantum ol awards
undet the Short-Term Incentive (STI)
and Long-Term Incentive (LTI} Plans
for executives

The Group's superannuation
atrangements for executives, and
The fees tor Non executive Directors
of the Buard {within the aggreqgate
amount approved by shareholders).

Perfsiimance reviews, succession planning
and remuneration recoaimmendations for
the Managing Director and Chiet Executive
Officer {MD & CEO) and executives duectly
reporting to the MD & CEO are inatters
referred tn and considerad by the Human
Resources Corninittee,

The Human Resources Cominittee

has access to independent advice

and comparative studies on the
appropriateness of temunes ation
arrangements. The Human Resources
Conmittee makes recominendations

to the Board. The Board makes final
remuneration decisions in 1espect of
Non-executive Directars and the Lead
Teara tsee "Definitions™ below).

Definitions

For the puiposes of this report:

Key Management Personnel (KMP) are
those persens having authority and
respensibility fer planning, directing and
controlling the activities of the OneSteel
Group either directly or indirectly, including
the CEO of Steel & Tuhe Holdings Limited,
a New Zealand listed company in which
OneStee! hulds 3 50 3% interest. and

all the Directors of OnesSteel Litnited
{executive and non-executive).

Lead Team ¢cncompasses the MD § CEO
and direct repoitstothe MD & CEQ

Contents of the Remuneration
Report

The Remunération Repnrt outlines
OneSteel's rernuneration strategy. the
components of remuneration for KMP,
inctuding Non-executive Directors and
executives, the link between perfarmance
and 1eward and provides details of
remuneration paid to Non-execulive
Ditectors and executives during the
year ended 30 June 2010. The report

15 divided into the [ollowing sections:

A Non-executive Ditector remunzration

B. Overview of executive rtemunerating
shategy and stucture

el

. Executive remuneration

i~

Group performance - the link to reward

m

Details of Non-executive Director and
executive remuneration for the yeai
ended 30 June 201}

Executive service agreements.

-

A. NON-EXECUTIVE DIRECTOR
REMUNERATION

The Board, in conjunction with the Human
Resouires Commimttee, seeks to establish
Non executive Director remuneration at 8
level that enables Onesleel ta athact and
retain Divectors of the highest calibie af a
cost that is responsible and acceptable

to shareholders.

The remuneration arrangenents

being apphied are i line with mdustiy
practices and affirin the comsnitment

ot the Group to the principles of good
corporate governance,

Board policy on Non-executive
Director remuneration

Detailed beluw are the key principtes
that underpin the Board’s policy on non-
executive Director remuneration.

Board focs are approved by
shareholders

A limil on the cuirent aggreqate fee
pool for Non-executive Directors of
$2 million was approved at the 2006
Annuat General Meeting, imposed

by Asticle 9 8 of the Constitution of
the company and as approved by
sharehotders under ASX Listing

Rule 10.17.

Remuneration is designed to
preserve independence

The structure of OneSteel's Non-
executive Director remuneiation is
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separate and distinct from that applicable
to the Lead Teatn Non-ececutive
Directors have nol been gianted shares
under the Group's LTI Plan and ds not
ieceive any bonus or other performance:
hased remunération.

No ratirement bencfits

Mo additional benetits tothet than their
existing supéerannuation entitlernentsy
are paid to Non-execitive Directors upon
their setirement fiom the Board.

Retirement benefit scheme -
discontinued

The retirement beneft scheme in
existence untit 17 November 2003

was approved by shareholders during
QOneSteet’s public histing in 2000. Tins
cetivement benelit was an additional and
separate arrangement to the payment of
Duectors’ fees,

The retiremenl benelit scheme was
discontinued fi6m 17 November 2003
and the amount of the retirement henefit
accrued by each Mon-executive Director
was hxed by reference to the lengti ot
service up to this dale,

For Directors who hield office on

17 Novernber 2003, a cash benelit under the
discontinued scheme is payahle upon 1he
retirement of the Diractor from the Board.

Remuneration reviews

The structure of Non-execulive Director
temuneration, the amount and the
manner m which it is apportioned
amongst Directors, are reviewed
periodically by the Human Resources
Committee and the Board. The Board
considers advice from independent
external consultants and reviews fees
paid to Non-executive Directors from a
cross-section of comparable companies
in making deterrinations.

Remuneration quantum and structure
Directors’ tees per annum are currently:

» $435,000 for the Board Chairman, and
« $145,000 for Board Ditectors.

These [ees represent fixed fees inclusive
of superannuation. Additional fees are
not paid for duties such as sitting on
Board committees,

Suspension of Non-executive Director
share plan

The Non-executive Director share plan
was suspended lor the year ended

30 June 2010 as a resull of taxation
changes affecting the operation of

the plan. Inlerim aitangements have

ot
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beenimpleanted with Non-executive
Directors receiving fees as cash and
superannuation in lieu of the long-terin
share component that was previously
i place. Market piactice will continue
to be menitored ovit the coming period
réqarding the use of equily-hasad plans
for Non-=xecutive Directors,

Review of the Non-executive Director
fee amount

Fees for Mon-executive Diteclors have
been held constant since 2007. in 2009,
a review of the Non-executive Director
fee amsunt was conducted by the Gioup
and, m light of market conditions and the
challenges facing the Group at this time,
the Board decided that there would not
be any increases to fee amonnts arising
oul of this review.

Dealing in company shares

Cunrrent shareholdings of Directors are
shown in Note 30 of the Financial Report.
Directors and senior inanagement are
preciuded from trading in OneSteal
shaies at any tine 1l they are aware

of price sensitive information that has
not been made public. Subject to that
overriding 1ule, company pelicy permits
Directars and senior management to
deal in company shares in the four-week
perinds from the date of:

The Cainpany’s Annual Genelal Meeting

Release of the half yeaity
announcement to the ASX

Release of the yearly announcement
to the ASX

Release ol a disclusure document or
cleansing notice in connection with
an offering of equity securities in
the Cempany.

Directors and executives must not
engage in hedging arrangements {such
as collar transaclions involving put and
call options) cver unvested shares or
optiuns in a Cotpany share or option
ptan. In addition, the Company’s palicy
and the Corporations Act 2001 restrict
the use of hedging asrangements

over vested shares o1 options in
company plans and shares withdrawn
from those plans. The mechanism to
enforce this policy 1s that Ditectors and
senior management are required to
seek approval from the Chairinan and
CEO respectively piior to engaging in
proposed dealing of OneSteel shares.
The MD & CED has entitlements to shares
and options under the LTI Plan, subjecl
to performance hirdies being met.
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B. OVERVIEW OF EXECUTIVE REMUNERATION STRATEGY
AND STRUCTURE

The chjective of OneSteel’s exocutive remuneration framewaork is to pay market
competitive remuneration recognising skills and experience and to reward for
petformance and the achievement of strategic objectives teading to tha creation of
shareholder value.

OneStecl seeks to provide cotnpetitive remnauneration that will aftract, devetop and
retain executives.

OneSteel’s remunaration straleay is to target fixed annual 1eward levels around the
median of executives’ local salary narkets. Executives can be paid above o1 bélow
the inedian consistent with their capability and demonstrated value 1o the business.
It is also OneSteel's policy to position vaiiable or “at-risk” reinunesation such that
total remuner ation can be positioned above, at or below 1he relevant market median
dependent on the level of an executive’s performance.

Remuneration structure
Depicted below is the structure ol OneSteel’s exacutive remuneration arrangeinents:

l LONG-TERM INCENTIVE (ECUITY) l
' VARIABLE CRAT-RISK” REMUNERATION
SHORTTERM NCINTIVE (CAS; ! i !
[ BENEFITS

’ , 11Xt D ANNUAL REWARD .
BASE SALARY ! ’

In determining the level and cornposition of executive remuneration, OneSteel draws on
internsl rescurces and independent external advisers to énsure its practices are market
competitive, Hexible and in keeping with emerging tiends in good corporate governane.

Rernuneration is 1eviewed annually lowaids the end of the financial year and changes
are applied from 1 July for the Lead Tean. The Huran Rescinces Committee reviews
the MD & CEQ's remuneralion airangements, In the case ol other Lead Teain meimbers,
the MD & CEO makes recoinmendations to the Human Resources Commitlea.

The Board apptoves all renuneration changes tor the Lead Teamn

The remuneratinn stiucture is designed 1o ensue that executives have a significant
portion of reinuncration at risk. The following sets out the policy ix of tixed and
“al-risk” pay (as a propostion out of a total 100¥%) for the MD & CEO and L.ead Team

WD & CEO LEAD TEAM
Long Termy Incentive 36% 20%
Shoit-Term Incentive 24% 20"
Fixed annual reward 40% 60%

C. EXECUTIVE REMUNERATION

For the Lead Team, remmuneration consists of fixed annual reward tincosporating

consideration foi a base salary and other benefits including superannuation, salary

sacrifice items and fringe benetits) and “at-risk” components.

The “at-risk” components comprise:

+ Shoit-Term Incentives (STD, giving executives the opportunily to earn a cash bonus,
contingent upon performance against a combination of OneSteel Group financial
and safety targets, and individual key performance indicators.

Long-Terin Incentives (LT, giving executives the opportunity tn acquire Onesteel
shares where they succeed in achieving outcomes linked to the creation of long-
terim sustainable qrowth for shareholders over a thiee to five-year period.




Fixed annual reward

The level of salary is set so as to provide
atevel of retnuneration that is both
appropriate 1o the executive’s skills,
axpenence and performance as well as
competitive n the market, Salaties are
reviewed annually. The process entaits
1evievs of the Group, business unit and
individual performance, compatative inar ket
and internal remuner ation inforimation, and
as appropriate, independent external advice
on policies and practices.

Members of the L.ead Team are provided
flexibility to teceve their fixed annual
reward in a variety of forms, including
cash. superannuation and fringe benefits
such as motor vehicles.

No increases to fixed annual reward
were provided to executives for the year
ended 30 June 2010 in light of inarket
conditions and the challenges facing the
Group at this time.

Short-Term tncentive (STI)

The STI aims to reward paiticipating
emplaoyees for the achievement of
aqreed financial, safety, husiness and
personal goals. It s adininaslered over
the financial year.

The perlormance conditions used for the
STIFRlan are established annually by the
Board for the Lead Team. The Lead lean
then sets the mdividual safety, business
and personal goals for other etnployees.
The STi performance conditions vary
depending on the individual executive’s
position, and include both tinancial and
non-hinancial measures, The spacilic
measures are detived from OneSteel
budgets and business plans, incorpoiale
“stielch™ targets, and are dependent

upon the achievement of continuous
improvenent. Satisfactory pertormance

is @ pre-requusite for participation in the
STI. Participation 1nay be suspended or
reduced whete a participant has fallen
short of performance expectations.
OneSteel reserves the right to inodily

of cancel the STI FPlan at any time. This
nay occur due to unsatisfactory business
perforinance and/for other significant
changes in business operating conditions
or assumptions. The STI peiformance
conditions have been chosen to ba directly
linked to the achievement of key linancial
and business abjeclives.

Payinents under the ST Plan are based on
asel percentage of salary for achievement
nf gogls. Payments can range from nit to
20075 of the target 1ange. Far achievement
ol 100% ol targel pet formance. the STI

is yasiqned to represent 24% of tctal
remuneration for the MD § CEO and

20% of total remuneration for other

Lead Team members. The STI Plan and
the performance conditions which apply
have been Jesigned to motivate and
reward high performance. Mo payments
Are made where infnimam performance s
not exceeded, H pertorinance exceeds the
already challenamg targets and stretch
petformance is attained. the STI Plan will
deliver a greater reward to executives. STI
payiments are not paid for the aintenance
of previously attained performance levels.
To more closely ahan the STIPlan with
the Gioup’s mid-term business ohjectives,
a higher wewhting on OneSteel Group
financial targats was applied to STI
opportunities for the year ended 3G June
2010 and will also be apphied for the year
endad 30 June 201

Executives participale in an annual
performance review process that assesses
petfonmance aqainst key accounlabilities
and job goals. Performance against these
accountabilities and goals inpacts directly
on STl payments, STt payments may be
reduced or withheld if the executive is
assessed to Lall substantially short of
performance expectations or has failed to
demonstiate inmimum required leadelship
behaviours o1 operating style. Lead Tean
members’ actual STl payments are subject
to final approval by the Board. In addition
to an annual performance review, 1eqular
performance discussions occur during

the financial year The bmco&s ensures
theie is clarily in the contnunication and
understanding of key business drivers and
taigets. These perlarinance discussions
also serve to provide feedback, to plan
development intiatives and to aid
$SUCCessIon planning.

If an executive ceases ainptoyment wilh
OneSteel before the STtHtargets are
achieved lor the relevant year. then the
executive will generally not be entitled to
receive an STl payment.

No STI payments for 2009

business outcomes

As a result of iarket cenditions at the
tiine, no STI payments were made for STI
outcomes in respect of the 2009 financial
year even though some outcomes against
objectives weie achieved.

Long-Term Incentive (LTI}

The abjective of the LTI Plan is to reward
the participating executives for the
sustained creation of shareholder wealth.

(A%<
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The LTI Plan is an equity-based incentive
plan linked to the achievement of specific
strategic objectives over at least a
three-year performance period, The Pian
is designed to drivz the achievament

of strategic long-tertn business
objectives and to link remuneration to
the schievemeant of thase ohjectives
Participation in the LTI Plat s only
otfered fo the Lead Team and selected
employees who are able to sigmticantly
influonce OneSteel's performance over
the long term and therefore the ciestion
of shareholder wealrh.

At full vesting, the | TI opportunity is
mtended tn1epresent approximately
36Ya of total remuneration for the MD

& CEQ and approximately 20% ol total
remnuneration for ather | ead Team
mwembers. The LTI Plan is delivered in
OneStee! Lunited ordinary shates which
are held in trust on the participant’s
behalf during the perfcrinance period.
The shaies held intrusl cany veting
rights and the exacutive 1s entitled to any
dividends paid during the vesting period
The value of dividends is included as patt
ot the overall valustion of an executive's
remuneration package for the purposes
ot market compartsons, Fasticipants in
the LTI Plan are not able lo withdraw the
shares from the trust untii the shares
vest as a 1esult of the performance
conditions being achieved.

The pertormance conditions of the LTI
Plan are baged on the performance of
OneSteel's Tatal Shatehaolder Return (TSK).
TSR measues the percentage growthin

a coinpany’s share price toyether with

Ihe value of dividends receved during

the petiod, assuming that all of those
dividends are reinvestad into new shares
The pertormance conditions of the LTI Plan
have been chasen to directly link executive
reward to shareholder returns over a
sustained period

Fot the shares to vest to executives, the
following TSR petformance condilions
nust be achieved:

For 509 of the shaies, vesting will
be dependent on OneSteel's TSR
performance compared with the TSR
performance of companies within the
S&P/ASX 200 index. excluding banks,
media and telecormnunications (the
Comparator Index), and

For the 1emaining 509% ol the shates,
vesting will be dependent on OneSteel's
TSR performance relative 1o Australian
CPI plus 5% (the Base Index).
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OnoSteal's TSR petformance relative to the Comparator index
Fifty percent oi The total shares awaided vest to participants at the end of the three-year performance perind subject to the
performance of OneSteel's TSR relative to the Culnparator Inda2x over the peifcrinance period accerding 1o the lolowing schiedule

TSR PERFORMANCE RELATIVE T0 THE COMPARATOR INDEX PROPORTION OF SHARES VESIING

Below the 50th percentile Mil

At the S0th percentite 50%

Between the SOth peicentile and 75th percentile Pro-rata straghit-line setween 50% - 100%
At or above the 7Sth parcentile 100¢%

OneSteel's TSR pesformance relative to the Base Index

fifty peicent of the total shares awarded vest to participants al Ihe end of the thiee-vear performance period subject to the
peiforinance of QnesSteel’s TSR relative Lo the Base Index,

Shares granted and subject to the Base Index performance hurdle vest according to the followeing schedule:

TSR PERFORMANCE RELATIVE 0 THE BASE INDEX PRCPORTICN OF SHARES VESTING
Up to and including 60% Nit

519 - 0% 605

8196 - 99% 80°%

100% and over 1006

1 the shares do not vest immediately at the end of the three year performance petiod, provisions exist that enable retesting of
the performance huidles annually lor the current MD & CEO and eveérv six manths tor olher exacutives over a tworyear perind.
Prior 1o the approval of the vesting of shates, the Board oblams independent erlernal verification that the vesting conditinns have
heen satished. It an executive ceases eiployiment with QneSteel hefore the perfarmance condition is tested. then the executive’s
unvested shaies will generally tapse. However, all or soie of the shares may vest te an executive on ceasing @mployment when
special ciicumstancas apply at the discretion of the Board including redundancy. death and permanent disability,

Details of equity-based conpensation provided to KM are cantained in section E of this Report.

Participation in other equity plans

Together with all Australianiesident permanent employees of OneSteel. executives are 2ligible to participate in either the Tax txeinpt
o1 Tax Deferred Share Plans. Under these plans, employees are able to make salary-sacnifice contributions to purchase shaves on-
market on a monthly basis. Details of the Tax [ xeinpt and Tax Deferred Share Plans are set out in Note 29 to the financial stalements.

D. GROUP PERFORMANCE - THE LINK TO REWARD
A key underlying principte of OneSteel's executive remuneration strategy 1s that 1emuneration should be strongly inked to
Group performance.
A significant portion of payments under the STEPlan and vesting of awaids undar the LTI Flan are contingent upon the financial
performance of the Group.
The following table shows underlying NPAT. EPS and dividends per share performance over the last five years, together with the
agqregate spand on KMP STI payments

ONESTEEL GROUP FINANCIALS

DIVIDENDS

NPAT [ 123 PER SHARE KMP STIPAID
YEAR ENDED 30 JUNE (SM) (CENTSY CENTS) (5M)
2010 240.6 18.1 1o 38
2009 2153 163 10.0 05
2008 3150 360 215 2.8
2007 1975 345 18.5 32
2006 171.6 303 17.0 2.3

1 Basedon number ¢t shares outstancing at 30 June.
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The graph below demonstiates performance against the desigriated LTI performance hurdles by OneSteel over the LTI vesting
period. The graph compares the OneSteei TSR against the Comparator Index (the S&EP/ASX 200 Index excluding hanks, redia and
telecommunications) and the Rase Index (the Australian CPI pius 5%).
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E. DETAILS OF NON-EXECUTIVE DIRECTOR AND EXECUTIVE REMUNERATION FOR THE YEAR ENDED
30 JUNE 2010

Cetails of remuneration paid to Directis and exccutives of the OneSteel Group ineeting the detinition of KMP under AASE 124
Related Party Disclosures are set out betow.

This includes the live Gioup executivas receiving the highest remuneration for the year ended 30 Juue 2010.

A ) Reeves, Chuef Financial Officer tuntil 11 December 2009)

R C Bakewell, Chiet Financial Officer tfrom 19 April 2010)

L [ Selleck. Exacutive General Manager Technology, Safety & Services

M R Parry, Chiet Exocutive, Whyalla

A G Roberts, Chiet Txecutive, Marke! Mills

S H Hamer, Chiel Executive, Distubution

G A Waters, Chief Executive Recycling

D Taylen, Chiel Executive Officer, Steel & Tube Holdings Limited tiom S Octobar 2009)

A Candy, Acting Chief Executive Qllicer, Steel & Tube Holdings Limited (until S October 2009}

(a) Compensation of Key Management Personnel

POST- PROPORTION
SHORT-TERM BENEFITS COTNEAITS | BENEFITS PAMMENTSL  TOTAL T RELATED
HOH
(€3] HOHETARY SUPER- SHARES
SALARY & FEES BonLS RENEFITS ARHJRTIOM GRANTED

200 $ S S S $ S S %
Directors*

P J Smeatzy 415,000 - 13,361 - - - 448361 -
G J Piumaer A13726  1.826.000 $2.340 43,825 - L384m8 4932009 A5
R BDavis 132028 - - ner2 - - 145,000 -
£ g Dovle '33.028 - 7o ngr2 - - 146700 -
C R Calbraith 133,028 - 1612 ner2 - - 146,612 -
P G MNaraerv:s 133028 - 2094 1,972 - - 147,092 -
D A Pritchard 1331028 - 4,652 nyre - - 149,652 -
N JRoazh 50,287 - - 4538 - - 4922 -
LG Cox 132028 - 1028 1,972 - - 146,028 -
G J Smorgon 123,027 - - n.972 - - 144999 -
Executives

A J Reeves 356.523 - 41,682 247 763,545° 143439 1329906 103
R C Bakewell 267,001 - 20,000 2.781 - - 289782 -
L J Selleck 454.869  355.000 33,800 £6,828 - 217450 1.167.947 49.0
MR Parry S66.658 390,000 19.0:8 22.361 - 220,351 1,218,398 S0
A G Roberts 635966 403,000 2.314 37108 - 240,744 1,319,132 4838
S A Hamer 598.17 409,000 4693 45,004 - 240744 1297858 501
G A Walers 445252 337.000 32,500 47,250 - 118,025  980.027 46.4
D Taylor* 355.227 74.263 16.598 - - 41504 487.592 237
A Candy 97507 52947 - - - - 150,454 352
Total 6,847,428 3847216 251.693 3BOA3 762545 2.606.38% 14702.474

Bl
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PROPORTION
POST- PERFOR-
SHORT-TERM BENEFITS T PATGENTSIS  TOTAL RELATED
O
HONETARY SUPER SHAREY
SALARY S FEES  {aSHBOWUS EENERTS ANNUATION CRANTED
X0 S M S S ¢ $ %
Directors*
P Sinsgley 306.580 - - - 132,000 235.000 -
G o Fimmer 1.556,382 - 25754 100100 1131247 2375387 324
R levs '00.6en - 1092 ¥.0C0 145.09i -
€ J Doyte i00.060 1092 2009 146.09i -
< R Cabraith 100,000 - 1101 $.000 14€.000 -
P G N:akervis WO.0CT - - 9000 144995 -
D a Pritcharg .100,000 - 2.914 2.000 147913 -
N J R03acn 0G.0CO - 1092 aoe) 46.091 -
L ¢ Cox 00,000 - - 144,935
G J Snecraon ‘00.006 - 110 146,160 -
Executives
A J Reeves 731,052 - 50,426 73627 235139 1.090.244 Q6
L J Selesk 494537 - 338L0 £6.75C 1537 166,679 2.4
MR Pariy $35.304 44687 52.840 173730 205,562 21.5
A (- Roberts 540,708 - N.5%6 cl.cas 17387 777156 223
S H Hamer S:0.468 - 16,563 €2 168,257 767,455 2.9
G A Vyaiers 25317 23750 34.52¢9 224588 428.242 10.4
& Caroy ' s447 61326 - - 5362 15437 ss2
Total 5.877.765 81.32¢ 275,068 505057 2529800 2.269.01¢

1 Inare wers no share-based payments for Non-e«wdut.ve Cirecters {or the vear endad 30 Juns 2710 followeig the suspesinn of the 1oag-tarm
component of Non-execubive Direclors’ remuneratron.

Tne shares havs b2en va'ued using 3 Monte £ano SiMelalicn 66t oA 91 {ing Moce:. MCdified 1o INCorovrate an estimate af the pronabiity of
actieving ihe TSR hu-cle anu the numpa: ot shares vesting. The valu2 of the shazes has hees apnortioned cve- the it re2-year vesting per oo,

3 Cashbonuses arein respect of short-term incentives

4 [nrectors lees are comarised of satary anc f2es. auf superarnuat e,

S Notrtnonetary benehits inciuce items such as ‘ringe hensfits tax iuid 02 venehits provided NClucing spouse t-avel. rantarass.stance, .ving sway
from home Jllowance, cosi of living allowance and health fund premiums.

& Dwileads paid to execul.ves on unvested shares under the LTI Plan are unphicitly ‘nctuded i (re fair val.e ¢t the share-basec pavment 2xpense
r2cognised as remuneration. Cash dividends pawl to tae exacutives on unvested shares held at tize o0 of e vear were 5 J Plumaar $93.471
1200%; $12¢ 159); A J Reeves $nil 1200%; $25.663); L J S2llack $12.522 1200%: $18.651% MR Fuiry $13,795 1200%: $18,65D; A G Roveris S15.705
12009: $18.¢51); S H Hame: $15705 (2009 SIR.£51: G A Waters $1,.255 (2009: $4.C45): R C Bokewell Snii 12669 NA),

7 Iaclusive 0! outstanding leave halances paid of $189.545 on leav:ngy the company.

€ Mr Roach ratired as 3 Non-ex=cutive Director on 16 November 2009, In addition to the above ramuneration h2 wis paid 3 retiremeat allowance of
£247.84¢& from the retire:ment plan discantinued on 17 November 2003,

9 Incluges share-nased payiments 1n relation Lo OnaSteel L umited ordinary shaies ard Steel § Tune Holdings Lunitec orctitary shares

7




(b} Details of remuneration: bonuses and share-based compensation benefits

#o1 each cash bonus and qrant of shares included 10 the 1temuneiation of KMi® the percentage of the avanable benns <r grant that
was paid. or that vested. in the financial year, and the pe:centage that wes forfeited because the KMP did nut meet the service and/
or performance criteria are set cut balow, Mo pa:t of the cash bonus is payabte n future years. The maxunum vailue of the shares
yat ba vesd bas been determined as the amount of the grant data fau value of the shares thal are vel to be 2wpensed. No shaces
will vest il the service and/or performance criteria are not satishied, hence the minenum value of the share grants vet to vestis ml

CASH BONUS SHARE-BASED COMPENSATION
AwARO
FIRST LasT
hUWEER OF A VESTING
PH0  FOSFETED FLTEIRY GRAYT £23 [ATE vE3TIb TORFETED
i * B B 5 o S

Directors
o Famiér 179 HOHZCT RS N2 -
O 162 UM i -
<ol 14932013 -
2&8 WOT201 - -
Executives
A CFReovis - - 42 20512012 o -
€ nije: - 00 -
KT Earcaell - - - - - N -
N 1253 - EEY] - -
Al -
Jeq -
MRSy ks 162 - 3340
&0 - 5%
et - 109279

e HEO2EI0 -
i27720" - -
HCYZ02 - -
S Hbumer 155 - 0812007 OO - P00
RRIdve:] 1707204 - - 74.5%6
APV uII2012 OIS - - 150 362
G ARty [ - 15/10/2008 a70 B2 IR 70803 - TON,
26081009 288 Vi iidora GTR2072 1ONIO - - 00 g7%
0 Tay of 38 =2 26/06/2208 Ten [ ATXTWOTRON ORI 201 - ERE]

& iandy B &9 - - - - - - - -
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CASH BONUS SHARE-BASED COMPENSATION
HATIMUL
T0TAL
P 39T (EN] VALUE OF
SATECE  hUMBERCF  &TRAT(OF 0eTE CF ErFIRY HESTHG NG TRANTYET
Fall GRan? IHRRES GRNT GPART L e mig VESTEE Wyt
2009 [N % < B - T B
Directors
T ) FlgrmEr - (o) -
Executives
s - KO . -
- 00 «£o -
- [aY o - .
ITRIT
1€2.5%0
120 00 -
RL XL - ) £/ S8 1796 221G SINI2000 O -
TG00 c1iaa K -
20/08712008 8GO - -
A awaleny 6] “BACF2 008 &742 TR
4 Cangy n - - - - - -

1 The porfor= gace ~urcles ware nel mat and N shares wee vested 1o M Fumer Trese sTares w il be ratesiey 1 May 2
accangements in Mr Slurnmer’s bxecntve Servize Agresme-t
Share grants in resgect of the 7 Septainber 2007 alozalio” 1t
the - nrdles 37¢ rot et Al other grants are cabied: te sie 9
sunject to annual retestirg

tives other b

~

3 Cast honusas 2a.d nrespect 00 perlicizl-on by executives i the STIE 8+ range bam 1l 10 22045 of The Lerget “arge.

2¢ nCneStielLimted srly.
aware value 2aseC o~ Lo tir velue of shara st aste of g-ant,

(c) Compensation options granted and vested during the year

mblne withr

M- Piyres are sublect to gquartany ratestitg whesy
ngweere tme hurdies are rot met All Mr Pluminer's share grants are

Due to the suspension of the Executive Option Flan there were no grants of options duiing the year. The last grant of options was

in Daceraber 2CO1 All ontstanding cphions vested m 2005

(d) Shares issued on exercise of compensation options

45 shares were 1ssued upon exercise of compensation options by KMP for the year ended 30 June 2010 {2009 nity. Refer to

Note 30.




T EXECUTIVE SERVICE
AGREEMENTS

MD & CEO

G J Finmes was appointed MD & CEQ
on 2 May 2005 for a fiaed term of five
years folloving a period as Deputy
Managing Director from 20 December
2004 until } Mav 2005. Effective fram 20
August 2007, an amendment was agreed
to his Fxecutive Service Agreement

such thal it will not terminate at the

end ol the initial frive-year peniod but
instead will continue on an onguing basis
until terminated by eéither OneSteel

of Mr Plumimer in accordance wilh

the ternmation nghts in the original
Execulive Service Agieement,

Mr Plummer’s remuneration compiises
thiee compoenents. These are fixed
annual reward, STl and LTI

(i} Fixed annual reward

Mi Plurnmer is paid a fixed annual reward
of $1,700.600 par annuin inclusive ot
superannuation and novated cat teases
Thete was 1o change to Mr Pluminer's
hxed anuval rewatd for the vear ended
30 June 2010 The fixed annual reward

15 1eviewed by the Boatd's Remuneration
Comimittee annually and may be
ncreased or réindin unchanged (bul not
decreased) as aresult of this review.

(i) STH

The STI payment in any year will be
determmed by the Board n consultation
with Mr Plummer by assessinent of his
perfermance agamst hmancial, business,
safety and personal targels sel by the
Board in consultation with Mr Plummer
at the start of each linancial year

(LTI

Duning his term as MD & CEQ.

Mr Plummer has been granted awards
of OneSteel Linted ordinary shares
3s the long term component of his
reruneration, The shares are held in
trust and vest according to the TSR
perfarmance conditions detailed in
Section D of this Report.

The first two grants on 6 May 2005
(1,058,040 shares) and 7 May 2007
(305,461 shares) were as agreed in

his original executive employment
agreement. The shajes grantad un

6 May 2005 vested on 6 May 2008
further share grants. which are currentiy
um. ested, vrere made on 7 September
2007 (327.680 shaies) based on the
prevailing market price reptesenting 1 &
1/31d times lixed annual reward. The first
vesting opporturnity o the 7 May 2007
qrant was in May 2010. The performance
hurdles were not mat and no shaires were
vested to Mr Plumener. These shares

will be retesled in May 201 in line with
retesting arrangeinents in Mr Plummer's
Executive Service Agreement. The first
vesting opporluty for the 7 September
2007 grant is in September 2010.

On 26 Auqust 2008, 65,110 shares were
granted based on the prevailing market
price, 1epresenting one-quarter of fixed
annual reward. The perlormance period

tor this grant commenced on 1 July 2008,

The first vesting opportumity for this
grant will he in July 20%. The grant was
part of a planned transition to annual
qgrants of shares

On 26 August 2009, 340,316 shares were
qranted based on the prevailing market
price, representing 66% of fixed annual
reward. The performance penod for this
grant cormnenced on 1 .luly 2009 The
fist vesting opportunity for this grant
will be in Juiy 2G12.

For the 201 hinancial year, a grant of
shares 1iglits has been approved by

the Board on 21 June 2010 to 1he value
of 18 1/3rd times fixed annual 1eward.
The shares will be acquired on-tnarket
following the announceent of the
Group's [ull year financial resuit based
on the prevailing market price, with

a peiformance period cemmencing

1 July 2010,
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Terminatton entitiemants

In accordance with the ASX Cotporate
Governance Council Principles of Good
Corporate Governance and Best Practice
Recammendations. Mr Plummer’s
termination entitlements have heen
aqread in advance and bave been in
eustence since December 2004, The
Board is satislied, after vonsidering
independent advica, that Mr Pluminer’s
termination entillements as set out inthe
table below are teasonable having regard
to ¢urrent employmenl practices

Notice of termination
The MD & CEQ's employment may be
terminated as lollows:

OneSteel may teiminate the MD &
CEO's einployment by qiving tum
12 months’ nolice,

The MD & CEQ is tequired to provide
six months’ notice of resignation
Wheie there is a fundamental change
11 the business or OneStael is in
bieach or defanlt ot its obligations
under the service agieement, the

MD & CEQ may provide less than

six months’ notice,

If the MD & CEO terminates his
employment within six mantlis alter
the accurience of 3 fundamental
change. he will he entitled to 3
payinent equivalent to the agyregate
fixed annual teward paid to him oveér
the previons 12 manths, in addition to
the payments referred to belovs

Termination provisions

The terinmation provisions 1elating to the

MD & CEO’s employment ale summatised

as loflows:
If the employment of the MD & CEQ
terminates by dealh. illness, incapacity
or by appropsiate notice by either
party he will be paid his fixed annual
reward and any accrued untaken
statutory leave entitlernents calcutated
to the teriination date. The MD &
CEQ will also be entitled to be paid
any amount of STl that has accrued
trom the previous financial year. The
Roard. in its absolute discretion, will
determine the amount of the STt
payable for the financial year in which
termination occurs, if any.




If the emplayment of the MD & CEO

termanates by death, lllness. incapacity,

by approeniate notice by OneSteel or
notice fromthe MR & CEO dueto s
fundamental change 1n the business,
the Board, inits absolute discretion,
will daterinine whethet he inay be able
te: withdraw somne or all of the shares
over whict: rights have been granted
under the LTI Plan which have

not vested

In the ovent the termunation 1s as

3 resylt of 12 months’ natice hrom
QueSteel then the MD & CTO will atso
e entitled to 3 payment in heu of
nchice of ug to the aggicegate fixed
annuat reward pard Lo him over the
previous 12 months

I during the employment pericd,
the MD & ZFO1s terminated for
vause, OneSteel will have no further
vlligations other than the amoeunt
of fived atinual reward due to hun
through to his tanmination date plus
any statutory leave entitlements
calculated te the terminahion date.

Non-compete

Upantermimation of the MD & CFOs
amploymeat for any reason, the MD

& CEO s prohibited from engagitg in
any activity that would compete with
OnesSteel tor a pericd of 12 months.

Employment contract details

A comprehensive summary of the MD

& CEO's mitial employinent contract was
todged with the Austrahian Secunties
Exchange on 20 December 2004 and a
stinmary of the amendments was indyged
6n 20 Auqust 2007, Copies of these
releases are avaitable on the

OneSteel website

Other executive KMP

Outlined below are the key ter mination
entitlements with respect te other
e«ecutive KMP These KMP are
engajged on peranent employment
arrangaments with termination
antitlements as helow

Termination provisions
OnaSteel may terminate employment for
cause ot not for cause

For any executives commencing aftor

1 Juiy 2010 wheie Gnesteel terminates
smployment, other than for cause,
Onestesl may pay up 1o 1.0 times fixed
annual reward at the hime of terminstion,
For execulvis commancing befere
tuly 2010 where OneSteal terminates
employment, other than for cansa,
CrieSteet may pay up to 10 times fixed
annual 1éward at the time of tetimination
plus the taiget vatue of ST1

I addition, 1f the employiment of an
ndividual execulive termnates at the
2nd ol the fixed term or the end of

an extension pencd, by death, iliness,
meapacity, by appropriate notice by
OneSteel or from the individual due to

a fundamental change i the busmess,
the Board. in its absolute discretion, will
determine whether the individual mav
e able to withdraw some o all of the
shares granted under the LTHPlan which
have not vested.

Notice of termination

Semor executives may terminate
thair employinent with three months
written notice

PUBLIC FILE 152

Non-compete

Executives are 3lso bound by non
compete clanses generally restraming
them for a penod of 12 months from
taking up empleyment or £ngaginq

i activities which wouid de to'the
detnment of OneSteel.

Signed in acvordancs with 3 1esolution of
the Directors.

Peter Smedley
Chairman

Geoft Plummer
Manaaing Dunector

Sydney
17 August 2010
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Discussion and Analysis of the Financial Statements

This discussicn and analysis 1s providad to assist readers in understanding tha financial repart
Onesteel | nmited and its controlled entities ftogether, the "Cnesteel Group™ comprise the conseclidatad entity

The principal activities of the Groun durng the financial year ware

Mining of iren ore

Production of steel

Mamtacture and distrsbution of steel long preducts

Recycting of terious and non-ferions scrap metal

Income Statement

Sales revenue decteased by 14%%6 to $6.204.6 milhion, reflecting lower vorumes and marqin pressure from tower impact prives and
domestic caompetition particularly in tle Austrahan Qistribution and Manufacturing seqiments, partially offset by higher volumes
and pr:ces in the lron Ore segtnent

Finance costs were $89.2 million, down trom $172.2 mill:on in 2GG9 due to lower levels of debt dunng the year

Net prefit attributable 1o aquity holders of the patent For the hranaial year wes $258.4 million

Balance Sheet

1otal assels ncreased by $134.6 million primarily due to kigher invertaries associated with strategic stock purchases and
Incraased nen ore inventory

Total kabilities decreased by $21.8 million mainly due to higher payable balances associated with stock purchases olfset by lower
debt halances .

Contributed equity mcreased by $159 million due ta shares 1ssued under the Dividend Reinvastment Plan

Cash Fiow Statement

Consohdated nat cash fiow from operating activities sncreased by $224 1 millisn te SEQ2.1 million, reflectng tugher aperatmg proft,
mcome tax efunds recerved and lower mterest costs an 3 resuit shieduced debt levels

Consolidated net cash oultlow from tnvesting activities was SISO 1T million. reflecting ninar busiess acquisittons durng the year of
$33 6 million

Consaltdated net cash outflow froin financing activitios was $356.8 nalhon,
4

Dividends
The Directors have declared an unfranked final dividend for 2010 of 6.0 cents per share payable on 14 October 2010
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Income Statement.

FOR THE YEAR ENDEOD 30 JUNE

PUBLIC FILE 'S

CONSOLIDATED
2010 2009
NOTES Sm m
Sales revenue 4 520456 7.2415

Cost of sales

14970.6) (5.654 0)

Gioss protit 12340 15875
Othet revenue 4 236 395
Ctherincome 4 327 268
Operating expensas including 1estructuring activities 4 (86€.3) 1,258.0)
Finance costs 4 {89.2) {172.2)
Share of net 1ss of investients accounted for using the equity inelthod 0.8) - (0.5)
Protit before income tax 3340 2231
Totaf income tax {expense) / benefit 5 (73.3) 6.9
Profit after tax 2607 239.6
Profit attributable to minority interests 2.3 an.ay
Profit attributable to equity holders of the parent 2584 229.5
Basic earnings per share (cents per share) 5 19.51 22.59
Difuted earnings per shave (cents per share) 6 19.45 2253

The accompanying notes form an mtegial part of The financisl slalements.
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Statement of Comprehensive Income
FOR THE YEAR ENDED 30 JUNE
CONSOLIDATED
20$10 3809
m Sm
Profit atter tax 2607 2396
Other comprehensive income
Cash flow hedges:
net qans / (tossest taken to equity 258 4.0)
- transfeired to profit a3 n 14.6}
- tiansferred toinitial carrying amsunt of hedged items 0.4 (4.8)
Currency translation differences:
- nctinvestment hedges 53 .oy
axchange fluctuations on overseas net assels na) EGRY
Cther comprehensive (expense} / income, net of tax 10.4) : 344
Totai comprehensive income 260.3 2792
Total comprehensive ncome attributable to:
Equity hotdars «f the patent 256 86 2685
3s 107

Minonty interests

The accompanying notes form anintegral part ot the hinancial statements.
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Balance Sneat

AS AT 30 JUME

—

pPUBLIC FILE w1

CONSOLIDATED
2010 2009

NOTES Sm m
ASSETS
Current assets
Cash and cash equivalents 24 834 549
Recewables 7 329.3 8271
Detivative financial instraiments 3 50 2.6
Inventories 9 1,.435.0 12389
Current tax assels - i5.8
Other Inancial assets 0 - 22
Other current assets 15 136 6.6
Total current assets 2,364.3 2,2291
Non-current assets
Investménts accounted for using the equity method n 66 74
Derivative financial nstruments 8 1638 -
Other hinancial assets 10 25 -
Other non-current assets 15 1.8 -
Pioperty, plant and equiptient P4 2,302.3 2.369.0
Mine development expendituies 13 122 108.14
Other intangibles and guodwill 14 2.0100 20746
Deterred lax assets S 1312 144.6
Total non-current assets 47034 4,704.0
TOTAL ASSETS 70677 69331
LIABILITIES
Current liabilities
Payables 16 8631 6137
Derivative financial instiuments 8 37 559
Interast-bearing Liabilities 7 3319 200.8
Current tax liabilties ni -
Frovisions 8 278.8 291.0
Total current liabilities 1,488.6 1161.4
Non-current liabilities
Dervative financial instruinents 8 514 S8.1
Interest-beating liabilities 17 715.2 1.078.0
Deferred tax liabilities S 201.8 1829
Provisions 18 n8.o n6.4
Total non-current liabilities 1,086.4 1,435.4
TOTAL LIABILITIES 2,575.0 2,596.8
NET ASSETS 44927 4,336.3
EQUITY
Contributed eguity 20 37511 37352
Retained earnings 21 7004 561.5
Reserves 22 (19.0) {21.5)
Parent interests 44325 4.275.2
Minority interests 60.2 61.1
TOTAL EQUITY 4,4927 4,336.3

The accompanying nctes form an inteqral part of the financial statements.
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Casn Flow Statement
FOR THE YEAR FNDED 30 JUNE
CONSOLIDATED
RNl 2009
NETES m S
HELOWS /1OL ™7 LOWS)

Cash flows from operating activities
Rece.sts from customers 6,253.8 7.626.3
Paviments to suppliers and employees (5,40% .44} i7.029.8)
Net GST (pard} / 1eceivad 2.8) “.6
Interest received 20 a4
Interest and “ther hinance costs pait (92.%) ajiz.2y
Income taxes recaved [/ {pawl} 470 (HG.3)
Net operating cash flows 24(0 6021 3680
Cash flows from investing activities
Putchases of property, plant and equipment 1457} (79.h
Mine developmieit expenditure (25 4y a3n
Purchase of fTnate Iile mtangibie assets .0 54
Proceeds fram sale of propetty, plant and equipment 6.1 158
Proceeds from sate of intangible assets - 168
Furchases of businesses 24ie) (33.6) HER3
Net investing cash flows {190.1) (158.3)
Cash flows from financing activities
Proceeds from issues of shares o 7713
Purchase of shares unider equity-hased compensahion plans 4.6y (5.0}
Proceeds from bottowings 1174.2 36942
Repayient of bariowings {1.399.2) (3,796.0)
Loanto related party 2.5 Q1N
Repayment of principal of finance 1eases 247 -
Dividends paid 104 (1477
Net financing cash flows (356.8) (305.0)
Net increase / (decrease) in cash and cash equivalents 55.2 (95.3)
Cash and cash aquivalents at the beginning of the year 20.6 1084
[Hect of exchange tate Huctuations on cash held 10.5) 75
Cash and cash equivalents at the end of the year 24(a) 75.3 20.6

Th= accompanying notes form anntegeal part of the financial statements
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Statement of Changes in Equity

FOR THE YEAR CNDF D 3¢ JUNFE 2010

ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

pr IC FILE

MINORITY  TOTAL
INTERESTS EQUITY

CONTRIBUTED EQUITY

EMPLO 078,
[OF1 3] CINTRIELTEC SETAKED
$ EAary LRFNINGS
CONSOLIDATED HTES b n S $m
At 1 July 2009 11.3) 52 ot
Nap o stis for the ye e - s
ITPreEngnrsIve
- - C.E) 1€) 1z 0.2y
- - - 554 &) 38 2602
uity o
- - - 47 a? - a7
o XA (& - (ar - -
- 4.2 145 - - 45 -
- - (e s - RS 1.4y
01 - o - - G - o1
2
r ¢vdend

[eITVESTITIER, [1an 0 9.4 - 197 - - Q7 - w7
Totaitransas one
with ecu ly Feld2rs 19.5 39 1he 19 5) a4 RS [ 3] [ABERH
At 30 June 2010 3,769.6 18.5) 37511 700.4 19.0) 4.4325 €02 44927

The accampanying notes form anintegral part of the financial statements
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Statement of Changes in Fquity
FOR THE YEAR ENDED 30 JUNE 2009
MINORITY  TOTAL

ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT INTERESTS EQUITY
CONTRIBUTED EQUITY
{uPOYEE TotaL
1SSUED  COMPENSATION  (OMTRIBUTED RETANED T0TAL  TOFAL PARENT
CAPTAL SHARES wuiry [ARNINGS RESERVES iHTERESTS
CONSOLIDATED NOTES Sm Sm Sm m S m Sm S,
At 1 July 2008 29421 2.2y 29292 5036 3E:-N 33z S77 34294
Nzi prefa for the y. - - - 2¢95 - 2295 0 239.6
Other comprenznsive
ncsme - - - - 320 390 26 96
Tatal corprzhensive
ned cense fot
the yesr, n2t of tax - - - 229.5 330 268.5 W07 279.2
3NEICTHONS With
=quity noloers:
2 - - - - 39 3% - 32
20, 22t - 26 2.6 - 25} - - -
&t equity Dassd
compsntatian plang 20 - [$Xd] 1.0y - - X0 - 5.0
ividends paid 22 - - - u7Le} - (171.5) [¥A)] G767
Share: 1ssued,
ret ol trznsacion
coete 20 7757 - 7767 - - 7757 0.2) 7765
315500 d
asr gwidsrd
remvestmsnt plan 20 NG - 310 - - 210 - D]
Tota: transacticns
with equnty Flders 5077 2.4) 805.2 e L3 6350 i7.3:

At 30 June 2009 3749.8 (14.6) 3735.2 561.5 (21.5)  4.275.2 611

e accempanying notes farm anntegra part of the linancial statemenis.
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Notes ot

1. SUMIIARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principat accounting policies adopted
in the preparstion of the financial

report sré set out below. Thase policies
have been consistantly applied 1o all

the years presented, untess otheiwise?
statad. The fingncial tepoit comprises
the consolidated 2ntity consisting of
OneSteal Limited and its subsidiaries.

(a) Basis of preparation

This financial report is a general purpose
financial repont, wiich has been prepared
In accordance with the tequirsments

of the Corpm ations Act 2001, and
applicabie Austratian Accounting
Standards tncluding Austs aian
Interpretations;

The hinancial report of QneS!eel Lunited
for the year ended 30 June 2010 was
authorised tor issue in accordance

with a resclution of the Directors on

17 August 2010

It is recommernded that the financial
repoit be considered together with

any public anncuncements made by
OneSteel Lunitad and 1S contiolled
entities durning the year endid

30 June 2010 in accordance with the
vontinuous disclosure obligations of the
Corpnrations Act 2001,

Cettain comparative amounts have been
reclassified to contorm with the current
year's presentation.

Compliance with IFRS

The financial report vomplies with
Anstialian Accounting Standards and
International Financial Reporting
Standards {IFRS) as issued by

the Inteinational Accounting
Standards Board

Historicat cost convention

These financial statemenls have been
prepared undes the historicat cost
convention, except for derivative
financial instruments that have been
measnred at faii value. The cartying
values of recognised assets and liabilities
that are hedaged items in fair value
hedges, and are otherwise carried at
cost, are adjusted to record changes in
the lair values attributable to the risks
that are being hedged:

Rounding of amounts

The tinancial report is prepared in
Austialian doflars. Amounts in the
financial statements have been rounded
to the nearest hundred thousand

ne rinancial Statemenis

dollars, unfess specifically stated lo ba
otherwise, under the option available to
the Campany ninder ASIC Class Order
98/0100. The Company is an entity to
which the class order applies.

(b) Principles of consolidation

The consolidated linancial statements
ncorporate the assets and liabilities of
atl subsidiavies of OneSteel Limited (the
parent entity) at batance date and the
results of alt subsidiaries for the year
then ended. OneStee! Limited and its
subsidiares together are referred to

in this financial report as the OneSteel
Group o1 the consolidated enlity.

Subsidiaties are atl those entities
(ncluding special pupose entities) over
which the Group has the power to goveirn
the financtal and operating policies

s as to obtan benefits from their
activities. The existence and eftect of
potential voting rights that are currently
exercisable or convertible are considered
when assessing whether a group contiols
ansther enlity

Subsidiaries aie fuily consohidated trom
the date on which contiol is ibtained by
the Gioup and cease to he consalidated
from the date on which cantrol ceases
Albinter-company halances and
transactions, including uniealised prolits
arising lrom intra-qroup transactions,
have been eliminated in full.

The financial statements of subsidiaries
are prepared for the same reporting
period as the parent company, using
consistent accounting policies

Minouity interests in the results and
equity of subsidiaries are shown
sepaiately in the consnlidated Income
Statement, Statement of Comprehensive
Income, Statement of Changes n Equity
and Balance Sheaet respectively.

Changes in ownership interests

The Group treals transactions with
non-controfling interests that do not
result in a loss of control as transactions
with equity owners of the group. A
change in ownership interest resulls in
an adjustmenl between the carrying
amounts of the controlling and non-
controlling interests to reflecl their
relative interests in the subsidiary. Any
difference between the amount of the
adjustment to non-controlling interests
and any consideration paid or received
is recognised m a separale reserve
vithin equity altributable to owners ot
OneSteel Linited.
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When the Group ceases 16 have conlrol,
jount contsol or significant influence,
any 1etained interest in the entity

is remeasured to its fair value with

the ¢hange in the carrving amount
recoquused in the Income Statement,
The lan value is the initial carrying
amount for the purposes ol subsequently
accounting for the retainad intarest as
an associate, jointly controlled entity

ot financial asset. In addition, any
amounts pieviously recognised in other
comprehensive income in respect of that
enlity are accounted for as if the Group
had directly disposed of the related
assets or ligbilities. This mmay mean

that amounts previcusly tecoqnised

w other comprehensive income are
reclassified to the Income Statement
where appropriate.

If the ownership inferest in a jointly
controlled entity or associate s reduced
but joint control of significant influence
15 tetained. only a propartionate share
ol the amnunls previously recognised
it other comprehensive income are
reclassified to the Income Statement
where appropriate.

Changes in accounting policy

The Group has changed its accounting
policy for transasctions with non:
contiolling interests and the acconnting
for loss of control, junt control o1
significant influence trom 1 July 2009
when the revised AASE 127 Consolidated
and Sepaiate Financial Statements
becaine operative.

Previously, transactions with non
conticliing interests were treated as
transachions with parties external to the
Group. Disposals therefore resulted in
gains or losses in the Incone Statemnent
and purchases resulted in the recognition
of goodwill, On disposal or partial
disposal. a proportionate interest in
reserves attributabte to the subsidiary
was reclassified to the Income Statement
o1 ditectly to retained earnings.
Previously, when the Group ceased to
have control, joint control or significant
influence over an entity the carrying
amount of the investinent at the date
control, joint control or significant
influence ceased became its cost for the
purposes of subsequently accounting for
the retained interesl as assaciates, jointly
controlled entily o1 financial assets.




The Group has applied the new paolicy
prospectively to transactions occurring on
ar after 1 Juty 2009. As a consequence,

no adjustrients were necessary to any of
the aincunts previously recogmisnd -n the
tinancial statements.

{c) Business combinations

The acquisition methed of accounting

15 used to account tor ail business
combingtions, including business
combmations involving entities o1
businessas under commaon conteol,
regardiess ol whether equity instruments
or other assets are acquired. The
consideration transleried for the
acquisition of a subsidiary compises the
fair values of the assels transferred, the
liabilities incurred and the equity interest
1ssued by the Gionp. The consideration
transterrad also includes the fait

value of any contingent consideration
ariangemant and the fair value of any pre-
existing equity interest in the subsidiary.
Acquisition related costs ate expensed

as mcured. Identifiable assels acquired,
liabilities and conlingent habilities
assumed in a business combinatinn are,
with liinited exceplions, medsured initially
at therr [air values al the dcquisition date.
On an acquisition-by-acquisition hasts,
the Group recognises any non-controlling
imterast in the acqutirge either at tau
value 1 at the non-centrolbing intorest’s
proportionate share ol the acquiree’s net
identifighle assets

The excess of lhe consideration
transterred, the amount of any non-
controlling interest in the acquiree and
the acquisition date fair value of any
previous equity interest in the acquitee
over the fan value of the Group’s share
of the net identitiable assets acquied is
recorded as goodwill. H those amounts
are less than the fair value of the net
identifiable assets ol the subsidiary
acquired and the measurement of

all amouits has beéen reviewed, the
difference is recognised directly inthe
Income Statement as a bargam purchase.
Wwhere settlement of any part of cash
consideration is deferred, the amounts
payable in the future are discounted

to their present value as at the date

ol exchange, The discount rate used

15 the entity's incrementat borrowing
rate, being the rate at which a similar
barrowing could be vblained trom an
independent financier undei comparable
terms and conditions.

Contingent consideration is classified
either as 2quity or & financial tiability.
Amounts ctassifiad as a financisl
liability are subsequently tereasured
to fan value with changes in fair value
recngiised in the income Statement.

Change in gccounting policy

The revised AASB 3 continues to
apply the acquisition methoed to
business combinatiuns, bul with some
significant ctianges.

All payments to purchase a business
are now recorded at fair value st the
acquisition date, viith conlingént
payments classified as a hiability and
subsequently remeasured through the
lucotne Statement. Under the Group's
previous policy, contingent payments
were only recognised wlen the payments
were probavle and could be measured
refiably and were accounted for as an
adjustment to the cost ol acquisition.
Acquisilion relaled costs aie expensed
as curred. Praviously they were
tecoagnised as pait of the cost of
acquisihion and therefore mcludes

In goodwill.

Nori-controlling intérests in an acquiree
are now recogmsed either at fan value
or at the non-controlling interast’s
propottionate shate of the acquiree’s
net assats. This decision is 1nade on an
acquisition-by-acquisition basts Under
the previcus policy, the non-contrelling
interest was always 1ecogmsed atits
share of the acquiree’s net assets.

1f the Group recognises acquired
deferred tax assets after the initial
acquisition accounting there will ne
Ionger be any adjustinent 16 goodwilk.
As a consequence, the racognition of

a deferred tax asset will increase the
Group's net profit after tax.

The Group has elected to apply the
revised standard on a prospective basis
frofm 1 July 2009,

(d) Foreign currency translation
Functional and presentation currency
Items included in the financial
statements of each of the Group's
enlities are measured using the currency
of the primary economic environment
in which the eatity operates (the
tunctional currency). The consolidated
financial statements are presented

in Australian dollars, which is the
Tunctional and presentation cuirency of
Onesteel Limited.
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Transactions and balences
Transactions in foreign currencies are
translated into the functionat currency
using exchange rates thet epproxinate
those prevailing at the dates of the
transacticns. Forelgn exchange gains
and losses resulting from the settlement
of such transactions and from the
transtation at 1epoiting penod ¢nd
exchange rates of monetary assets

and liabilities denominated in foreign
CUriencies, ard 1ecognised i the Income
Statement, except when deterred in
equity as qualifying cash flow hedqes and
qualitying net investment hedges or are
attributable to part of the net investinent
in a foreign operation.

Transtation differences on hinancial
assets and liabilities carried at fon value
are reported as part of the fail value gan
o1 lass

Group companios

The results and financial position of all
Group entities tnone of whuch has the
currency of a hypeninflationary economy)
that have a functional curency diflerent
from the presentation cunency are
translated into the presentation currency
as foltows:

Assets and liabilities for each balance
sheet piesented are translated at the
closing rate al the date of that
halance sheet

income and expenses tor eacl income
statement aie translated at average
exchangeates

Altresulting exchange dillerences are
recognised as a separate component
of equity.

On canschidation, exchange differences
arising from the transtalion of any

nel investment m foreign entities.

and of borrowings and other financial
instruments designated as hedges of
such investments, are taken to equity.
When a foreian operaticn is sold and

any borrowings forming pait of the nel
investment are repaid. a piroportionate
share of such exchange ditferences are
recognised in the Income Statement,

as part of the gain or loss on sale

where applicable.

Goodwill and fair value adjustinents
arising on the acquisition of a foreign
antity are treated as assels and Labilities
of the fureign entily and translated at the
closing rate.

[RSYA
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1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

{e)} Revenue recognition

Revere 1s recoamised and measured

at the fair vaiue of the consideration
received or receivable, to the extent it is
probable that the economic benefits will
flowe 1o Yhe Group and the revenue ¢an be
1eliably measured.

Amounls disclesed as revenue earned
fiom the sale of products o services are
nel of returns, trade aflowances, rebates
and amounts colected on behalf of

third parties

Revenue is tecogiised whep the
signilicant risks and rewards ol
ownership of the gouds have passed

te the buyer o the service has been
deliverad and Ihe costs incurred or to be
incurred in respect of the transaction can
be measured reliably.

Dividend income is 1ecognised when the
nght to receive payment is established
Interest income is recognised on a bime
proportion hasis using the 2ftective
mletest method.

Change in accounting pollcy
Rividends received from invesiments

in nor subsidiacies, jointly controlled
entities or associates after 1. buly 2009
are recognised as revenue even il they
are paid out of pre-acquisition profits,
However; the inveslinent may need to
be tested for impairient as a resull of
the divtdend payment. Under the entity’s
previnus policy. dividends paid from
pre-acquisition profits would have been
deducted liom the cost of investment
I accordance with the tiansitional
pravisions, the new accounling policy is
applied prospectively. It was theretote
not necessary to make any adjustments
to any ol the amounts pieviously
recognised in the financial statements

{f) Income taxes

The income tax expense or benelit for
the pencd is the tax payable on the
current perind's taxable income based
on the national income tax iate for
each jurisdichion adjusted by changes
in deferred tax assets and liabilities
attributable to temporary ditferences and
lo unused tax lnsses.

The current incoine tax charge is
calculated on the basis of the tax laws
enacted or substantively enacted al

the end of the reporting period in

the countiies where the Company’s
subsidiaries gl asscciates aperate and

generate taxable income. Manageent
periodically evaluates positions taken
intax returns with respect to situations
nwhich applicable tax requlation is
subtect 1o interpretation. It establishes
provisions where appraopnats an the
basis of amounts expected to be paid to
the tax authorities

Delesred tax assets and liabiities are
recognised for temporary diffeirences at
the bafance sheet date Letween the tax
hases of assets and habilities and their
canying aincunts in the consolidated
financial statements.

Deteried inceane tax 1s determined

using lax rates which are e¢nacted ot
substantively enacted lor each jurisdiction
at halance date and are éxpected to

apply when the iclated deferred tax asset
is realised o1 the deferred income tax
liability is settied. An exceptionis made
tor certain teinpaiary differences anising
frenn the initial recognition of an asset 7
liability, No deferred lax asset or Nability is
recognised in relation to these teinporary
differences in a transaction, other that a
business combination. Hiat at the tune of
the transaction allects neither accounting
profit or taxable profit and loss.

Deleried tax assets are recogmised for
deductible temporary differences and
unused tax losses only if it is probable Ihat
Tutuie taxable ainounts will he available to
utilise those temporary ditferences.
Deferred tax liabilities and assets are not
recognised for temporary differences
between the cariying amount and tax
bases of investments in controlled
entities where the parent entity is able to
contiol the tining of the reversal of the
temporary ditferences and it is probable
that the differences will not reverse in
the toreseeable bituie.

Current and deferred tax balances
attributable to amounts recognised
directly in equily, are also recognised
directiy in equity.

Tax consolidation lagisiation
OneSteel Limited and its wholly

wined Australian controtled
entities have implerented the tax
consolidation legistation.
The head entity, OneSteel Limited,
and the contiolled entities in the tax
consolidated group account for their own
current and delerred tax amounts. The
Group has applied the group allocation
approach in determining the appropriate
amount of current taxes to allocate to
members ol the tax consoligated group
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Assets or ligbil.hies arising under

tax sharing agreements with the tax
consolidaled entities are recoqnised as
amounts receivable from or payable to
the head entity. Details «f the tax shating
aqiesinent are disclosed in Note S

any difference between the amourds
assumed and amounts 18caivanle

o1 payable undel the tax sharing
agreements are tecognised as a
contribution to (or distribution from)
wholly owned tax consolidated entilies

{g) Goods and services tax (GST)
Revenues, expenses and assets are
recogrused net of the amount of GST.
except where the amount of GST incurred
is not recoverable fron the taxation
authonity. in these arcumstandes, it

15 recognised as part of the cost of
acquisthinn vt the asset, or as part of

the expense.

Reveivables and pavables in the Balance
Sheet are shown inclusive of GST. The
net amount of GST recoverable from,

or payabi2 to the tacation authonty

is included with other receivables o1
payables in the Balance Sheet.

The GST components of cash Hows which
are‘recoverahle [rom. or payable to the
taxation authority are classified as part
of operating cash lows.

{h} Cash and cash equivalents

Cash and cash equivalents in the Balance
Sheet comprise cash at bank and in hand
and short-term deposits with an original
maturity ot three months or less, that
are readily converlible to known ainounts
ol cash and which are subject to an
insignificant risk ol changes in value.

For the purposes of the Cash flow
Statement, cash and cash equivalents
consist of cash and cash equivatents as
defined above, net of outstanding bank
overdiafts, Bank overdrafts are included
within current interest-bearing liabilities
on the Balance Sheet.

(i} Trade and other receivables

Trade 1eceivables are recognised intially
at fair value and subsequently ineasured
at ainortised cost using the effective
interest method, less an allowance for
any uncollectible amounts,

—




Cellectibiity of trade recevables is
Teviewed on an ongoing basis. Debts

that are knswn te be uncollectible are
wiitten ofl when identifiad. An alloware
for doubtful debts is raised when there

is objective evidznce that the Group will
nat be 3b'2 to caltect the debt Significant
finaraal difficulties of the dabtor,
probabilty that the debtor wdl 2nter
bankruptcy or Bnanc:al regigamsation,

and defactt or delinquericy 1n paymants
are cchisidered indicators that the trade
réceivable is impaired

The amount of doubtiul debt provided fos
15 tecoginsed mithe Income Statement
within operating sxpenses. When alrade
tecevable for which an allowance has
taen recognised becgise uncollectible
m a subsequant period, it 15 written

off against the aldowance account
Subsequent recovites of amennts
previousty written off are credited
against nperating expenses inthe
Income Statement.

(j) Inventories

Laventones, including raw matérials,

wotk in progiess and fimshed qoods,

are valued at the lower of cost and net
realisable value. Cost comprises direct
materials, direct labour and an appropriate
presportion of variable and fixed cverhead
sxpenditure, the latter being altocated on
the basis of narmal operating capacity,
They include the transfer fiom equity of
any gains ¢r 1nsses on quahfying cash

flow hedges relating to puichases of raw
material. Costs are assigned to ndividual
items ol ventory on tie basis of weighted
average cost. Costs of purchased inventary
are deteninmed after deducting rebates
and discounts. Net realisable value is the
astinated selling price in the ordinaty
course of busingss Iess the estimated costs
of completion and the estimated costs
necessary to nake the sale.

(k) Investments and other financial assets
The Group classifies its financial assets
in the following categones fimancial
assets at fair value through profit and
1758, loans and receivables. and available
for sale financiai assets. The Group

does not have any held to maturity
mvestments. The classification depends
on the purpesa for which the investinents
were acquired. Management determines
the classification of its investments at
nitial recognition and 1e-evaluates this
designation at each repatting date

Financial assaets at fair velue thiough
profit or loss

Financial assets af fan vame tarough
profit or 1oss are financial assets held
for trading, and are classified as such
if they are acquired for the purpase

ea1 term. Denvatives
124 3y held fo1 trading

of seifng in th
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unlass they are designated as eftective
hedqing mistruments. Gains of losses
stanvestments held lor trading are
recognised in the Income Statement,
Assetsin this category are classified as
cutient assets.

Loans and receivables

Loars and receivables are non
dervative hinancral assets with lixed
or determinabte payments that are
not guoted in an active market. Such
assety 312 cartied at amortised Cost
using the effective interest method
Cains and losses are recogiisad n
the Income Statemen! when the loans
and recevahlas are derecognised
orimpaned, as well as through the
amaortisalion process

Available for sale investments
Available for sale investiments are those
nen detivative financial assets that are
designated as avallable for sale or are
not classified in any of the bwo preceding
categenies Atter imhal recogition,
availzble for sale inveshinents aiv
measured at L value with gains o1
losses batng recognised as 3 separate
component of equity until the investinent
is derecogrused of untit the investment is
deternuned to he napaived, at which tune
the cumnulative gain or loss previously
tepceted in equity 1s recognised in the
Income Statemnent

(1} Investments accounted for using
the equity method

Investinents in jomtly controlled entities
and associates are accounted for in

the consolidated financial stotements

by applying the equity inethod of
accounting. after initially being
recognised at cost. Under the equity
method, investiments i jotntty contralled
entrties and asscciates are carried n

the consolidated halance sheat at cost
plus post-acquisition changes in the
Group’'s share of net assets of the jointly
controlled entity. After apphcation of the
equity method, the Group determines
whether it is necessary to recngnise

any impaininent loss with respect to

the Gioup's net mvestment m jointly
contiolied enlities o1 assaciates.
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The Group's share of the jointly
zontrolled entity’s and assoctate’s post-
acquisition profits Gi 10s5€s IS 1ecagnised
in the Income Statement and its share

of post acquisition movements in
reserves is recegrised in reserves, The
curnulative pest acquisition ingvements
are adjusted against the carrving amount
of the investinent. Sheuld the Group's
share of losses in 3 aintly controtied
entity ™1 associate equat or exceed its
nterest inthe entity, no futther 19sses
are tecognised, unless 1t has incurrad
obhgatiens or made payments on betatf
ot the entity.

Hhe jintly contiolled entity and
associate’s acccuntbing pobcies conform
to those used by the Group fer ke
transactions and ¢vents in simik
crcumstances

(m) Impairment of assets

Goodwill and intanqible assets that have
an indefuute useful life are not subject to
amartisation and aie tested annually for
wnpairment, o more hequently b events
o1 changes in crcurmstancess indicate that
they mialdt ha unpaiwed. Other assets

are tested {01 inpaiwment whenever
events or circumstancas indicate that the
carymg amoun! may nob be receverabie,
Anmpainnent loss 1s recagnised for the
amount by which the asset’s carrymg
amaount exceads its recoverable amonnt.
The recoverable amount 1s the higher

of an asset’s 1air vaiue less costs to

sell and value in vse. For the puiposes
of assessing impatment, assets are
grouped at the lowest levels for which
there a1e separately identifiable cash
nflows which are largely independent

of the cash inflows from other assets ar
groups of assels (cash generating units).
Hon financial assets othes than qoodvall
that have suffered an bnpairment are
reviewed for possible revarsal of the
mpairment at each reporting date.

(n) Leased assets

Leases of property, planl and equipinent
where the Gioup. as tessee, has
substantially all of the risks and benefits
incidental to ownership of the leased item
are classified as finance leases. These are
initially recognised at the fair value of

the leased asset, or il lower, the present
vatue of the minimum lease payments as
deternmned at the inception of the lease
The corresponding lease obtigation, net
of finance charges is included in intesest-
hearing habilties.
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19. RETIREMENT BENEFIT OBLIGATIONS (continued)

CONSOLIDATED

2010 2009 2006 2007 2006
sm $m Sm sm Sm

Historic summary
Defined banehit plan obligation 322.4) (376.4) (361.3) (356.5) (340.8)
Plan assets 298.6 3038 3484 3937 3482
iDehicity / Surplus 23.8) i72.6) 129) 372 7.4
Experience adgjustinents arising on ptan liabilities 17.8 2.5) 129.6) 9.3 18.2)
Expéerience adjustiments arising on plan assels 236 (54.7) (86.3) 339 403

Employer contributions

Fxcluding salary sacrifice contributions, the Group inlends to continue to contribute to the defined benafit section of the plan at a
1ate of at least 13.5%; (2009: 12 5%) of superannuation salaries, in line with the actuary’s latest recommendations.

The Group also intends to contribute the additional “top-up™ contributions to the OneSteel Superannuation Fund to fund the
current funding deficit as instructed by the Fund actuary from time to time,

Total employer contributions (excluding any additional “top-up” contribution expected to be paid by the Gruup in respect of the
defined benefit sechions for the year ending 30 lne 2011 are $9.0 1nitlion,

20. CONTRIBUTED EQUITY

CONSOLIDATED

2610 2009

Sm Sm
Contributed equity
tssued capital {8} 3./696 37448
Employee compensation shares {b) (18.5) (14.6}
Total contributed equity 37514 37352
(a) Issued capital
Number of ordinary shaies: 1,331,583,166 (2009: 1,325,811,294)
ssued and paid-up 37696 37498

(b} Employee compensation shares
Mumber of ordinary shates: 3.856.030 (2009: 2,569,901
Shares held in trust under equity-based compensation airangements 18.9) 14.6)
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NUMBER OF VALVE OF
ORDINARY SHARES ORDINARY SHARES
2015 2009 €10 2009
Sm ‘m

Movement in issued capital for the period
dnissue at the beqinning of the year 1.329.81L294  378.712.920 3./49.8 25421
Shares 1ssuad on the exeidse of opticns! 144,506 39,432 G1
Shares 1ssued 1:ndér an Institutional Placement
ard Estitlement Offer” - 438,482,483 - 73%
Transaction costs arsing on shaie 1ssue, net of tax - - (12.6}
Shares issued under @ dividend reinvestment plan’ S.627.366 8,580,359 19.7 310
Onssue at the end of the year 1331583166 1,325,811.2%4 37696 37498
Movements in employee compensation shares for the period
Held m trust at the beginning of the year (2,569,900 (2.51,103) 14.6) 012.2)
Shares vested and tiansfeired to share based
payinents reseive iNote 22) @200 761126 26 26
Shates purchased on-market 11378.229)  (819.923) a5y 501
Held n trust at the end of the year 56,030) 12.563901 13.9) (14.6)

2030 AR 2T, 9,831 0 entAry SPAres we s issund under The Iastibnenal Fntit 22t SHer and 1523 3 crdinary shares were w51 ¢d
war tre Institutisrel Flac=mert. at ar issue prize ol §° & e share, VN 12 May 20 2% 1135585 a7y shares were s ur w Sot il
Setmement Gier at i ssue e of 518 rena-e. Unge the Entiiereat O1'=r 919 b ¢ shareholaers w
hoss e ¢ oxist ro sharehold ngs by subscroing 19 o new Snedteel sha k
The dvicend @ nvestme *t dlan prov ces shasreroldars wits an agoortan?
wele 195020 A $3.22 001908 2005 and ST TARCT 20

55 fur svery fivs

adé tional ordinary sharesn 1 2u ot “35° C1v

Terms and conditions of contributed equity

Ordinary shaies have the right to receive dividends as declared and, the event of winding up of the company. to participate n
the proceeds from the sale of all surplus assets in proportion to the number of and amounts patd on shares held.

Drdinary shares entitle then holder to one vote, ¢ither in persan of by proxy, at a meeting of the company.

21. RETAINED EARNINGS

CONSOLIDATED
2610 2009
Sm Sm
At the beginnig of the year 561.5 503.¢
Net profit 298.4 229.5
Dividends paid (Note 23) {19.5) 0.6

At the ond of the year 700.4 %615
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22. RESERVES
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CONSOLIDATED
200 2000
Sm Sm

Forgign currency translation reserve i29.5) (22.0}
Cash flow hedge reserve 0.4 (5.5}
Sharé-based payments reserse 8.3 4.2
Asset revaluation reserve 1.8 1.8

(19.0) 121.%)
(a) Foreign currency translation reserve
At the beginning ot the year i22.0) 84.4)
Met investient hedges 5.3 .o
Exchange fluctuations ot overseas net assets 012.8) 724
At the end of the year {29.5) 22.0)
(b} Cash flow hedge reserve
At the beginning of the year (5.5} 179
Gains / (Losses) taken to equity 238 (4.0}
Transterred to finance costs ag.n (14.6)
Transferred to initial cartying amount of hedged items on Balarice Sheet Q.2 438
At the end of the year 0.4 (5.%)
{¢) Share-based payments reserve
At the beginning of the year 42 2%
Expense 1ecognised 47 3a
Transferred from employee conpensation shares (Nate 20) 10.6) (2.6}
At the end of the year 83 4.2
(d) Asset revaluation reserve
Al the beginning of the ye2ai 1.8 18
Al the end of the year 1.8 1.8

Nature and purpose of reserves
Foreign currency translation reserve

The foreign currency translation reserve is used to record exchange differences ausing from the transiation of the financial
statements of foreign subsidiaries and the effective poition of the gain or lass on net investinent hedges

Cash flovs hedge reserve

The cash ftow hadge reserve is uised to record the effective poition of the gain of loss on hedge instruments and the underiying

hedged itern in designaled cash low hedge relationships

Share-based payments reserve

The share-based payments resarve is used to record the value of equity-based coinpensation provided to employees and senior

executives as part of their rerauneration. Refer to Note 29 for further details of these plans.

Asset rovaluation reserve

The asset revaluation reserve relates to the revaluation of the pre-acquisition carrying amounts of intangible assets acquired

through business combinations, to their fair values

-
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23. DIVIDENDS
The following dividends have been paig, declared or recoinmended since the end of the preceding tinancial year in retation to the

consolidated and parent entity:

OK ORDINARY DIVIDEND PER
SHARES  ORDINARY SHARE

Sm CENTS

2010
Interim unfranked dividend for 2010, paid on 15 April 2010 [21e33Y 50
Final unfranked dividend for 2009, paid on 1S Cctober 2009 530 4.0
9.5 2.0

2009
Intenm fully franked dividend far 2009, paid on 16 April 200G 830 6.0
Final tully franked dividend for 2008, paid on 16 October 2008 18.6 135
1716 19.5

Dividends not recognised at year end

tn addition to the above dividends, since year end the Directors have 1ecommended the payment of an unfranked linal dividend of
6.0 cents per fully paid ordinary share (2009: 4.0 cents, nnfranked). The aggregate amount of the proposed dividend expected to
be paid on 14 October 2010 but not recegnised as a liability at year end 1s $729 million (2009: $53.G mitlion).

Dividend franking

PARENT
2010 2002
$m m

The amaunt of franking credits avaitable [cr the subsequent
Iinancial year based on tax rate at 3094 (20G9: 30%) - -

The balance of the franking account at year end has been adjusted for franking credits arising trom the payment ol provision for
incoine tax and dividends 1ecagnised as receivables, franking debits arising trom the payinent of proposed franked dividends and
franking credits that may be prevented hrom distribution m subsequent financial yeais
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24. NOTES TO THE CASH FLOW STATEMENT
(a) Reconciliation to Cash Flow Statement
Cash at balance dale as snown inthe Cash Flow Statement i1s reconciled 16 the retated iters in the Balance Sheet as tollows:

CONSOLIDATED
20¢ 2009
v 5

Cash and cash equivalants B34 549
Al call bank {0an @0 (34.3)

753 20.€

CONSOLIDATED
200 2609
<m m

(b) Reconciliation of profit after tax to net cash flows from operating activities:
Frofit after tax 2607 2396
Adjusted for non-cash items
Depraciation and amartisation 2151 1995
Impanment ot plant and equipment . 2.3
Net gains on dispesal of property, plant and equipment and intanaible assels (4.8) (247
Share of nel loss ot investmants accountad for using the equity inethod 0.3 (6253
Net taie value change on der ivative financial nstruments 2.3 o8
Untealised foreign echanae (gainsy / 1osses 27 148
Share-based payment expense 44 39
Finance costs 28 27
Changes in assets and liabilities net of effects of purchase and
sale of controlled entities and business
Decrease / (Increase) in receivables 08 1742
Becrease / (Increase) i inventories ass 3) 823
Decrease / tincrease) m deferied tax batances 591 356
Decrease / (Inciease) in other assets 743 (236}
Docreasel / Increase in tax provisions 612 M8 3
Decreass) [ Increase i payables 2870 4140
(Decreaser [ Increase in provisions 14.4) (7.5}
Net cash flow trom operating activities &2 368.0

{c) Non-cash investing and financing activities
Buiing the year, dividends of $197 million {2009 $31.0 million) were satisfied via the issue of shares under a dividend reinvestmend
plan. Reter to Note 20

(d) Fair values

The carrying amount of the Group’s cash and cash equivalents approximate theis fair value

{e) Acquisition of business

Duning the year, the Group made the foliowing husiness acquisitions
DATE OF ACOLISITION

Condamine Steel Pty Ltd 1 July 2009
Metals Trading Pty Ltd 21 May 2010
Recoveoy Pty | td 21 May 2010

Ace Metals Pty Ltd 28 June 2010
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Qetails of the purchase consideration, farr value of the net identifiable assets acquued and gandwill are as follows
CONSOLIDATED
sm
Inventory 28
Froperty. plant and equipment 12.0
Other assets [eAl
Deferred tax assets 03
Frovisions 1.0y
Net identifiable assets acquired 14.2
Purchase consideration paid
Cash paid (33.6)
Assels given' 0.2)
Total purchase consider ation paid 338)
Direct ¢osts relating to the acquisition®
Outllow of cash - investing activities (33.6)

I Related to tzacing debt ¢ue ‘rom Condamine Stael to the aquining OnesSteel entity as at the 3cquiziion date
¢ Azcusiticr celxten costs of $3.7 Mikan are .ncluded 1n operating expenses 1 the Inicime Statement &1¢ .0 Operaling (as” ‘lows 1 1ve
Cash Flow Statement.

1t 1s nol praciicabie to determine the reveauss and profit of the Group had the combinations taken place at 1 July 2009 due to
differences in accounting policy and as the fair vatue of identifiable assets and habilities of the acquired businesses is nat known at
thal date.

It is not practicable to determnine the contribution of the acquired businesses to the revenues and prolit of the Group liom the date
of acquisition due to the integration of the acquired businesses nto the Group’s existing operations
25. COMMITMENTS

(a) Capital commitments

Commitinents contracted for at balance sheet date but not 1ecognised as habilities are as follows:

CONSOLIDATED
2010 2009
Sm Sm
Properly, plant and equipment
Payable:
Within cne yea 254 T ad6
After one year but not more than five years - -
Longer than tive years - -
Total capital comemitments 25.4 24.6

{b) Operating lease commitments

The CneSteel Group has entered into various non-cancellable operating leases an property. plant and equipment. The leases have
varying terims, escalation clauses and renewal rights. On renewal, the terms of the leases aie renegotiated.

The Group also leases vaiious plant and machinery under canceliable operating leases.
futwe minitnum rentals payable under non-cancellable operating leases as at 30 June are as follows:

CONSOLIDATED
2010 2009
Sm m
Within one year 0.4 801
After one yeas but not more than five years 1397 1589
Longer than five years 425 297

Tolal operating tease comimitments 2526 2687
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25. COMMITMENTS (continued)}
(¢) Finance lease commitments
The Group has finance lease and hire purchase contracts for vaiious items of plant and machinery.

Comtmitments in r2lation to finance leases are payable as follows:

CONSOLIDATED

2010 2009

Sm ©oSm
Within one year - 25.3
After one yeai but not more than five years - -
Minitnum lease payments - 253
Less: future hinance charges - {0.6)
Tolal lease hability - 247
Lease liabitity - current - 247
Lease liability - non current - -
Total lease: liability - 247

IThe weighted average interest rate inplicit in the leases in 2009 was 8.2%.

26. CONTINGENCIES
(a) Contingent liabilities
Contimgent liabilities at the balance date not otherwise provided for in the linancial statements are cateqotisad as tollows:

CONSOLIDATED
2010 2009
Sm Sm
Guarantees and indemnities
Rank guarantess covering:
Workets' compenisation self-msumance ncences 470 479
Peiturinance of conhiacts 46.4 301

©in Austrain, GnoSleel timited © a8 Givel Jaaranlees 10 var 0us S1a1e Workess Compersatio” autnvnties as & presrecuisite 107 selt-lsural ce.
Of this amaunt. a total of $36.5 il 9 12609 $351 irducn: »as been urovided fo: n the consclicated hirantia. stetertents as recommenrced by
mdependent 5 tuar al adv ce

Third party claims

The Group has been involved froia time to tine in various clains and lawsuits incidental to the ordinary course of business,
including clains for daimages and commer ciat disputes relating to its products and services. Based on legal advice obtained. other
than smounts already provided for in the accounts, the Directoss do not expect any material liaLility to eventuate.
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27. CONTROLLED ENTITIES
The consalidaled hinancial statements at 30 June 2010 include the following contiolled entities:
COUNTRY OF %6 OF SHARES HEeD
ENTITY NOTES  INCORPORATION 2010
OneStael Limited (a) Australia
A.B. Metal Pty Limited Auslralia 100.0 1000
A.C.N 006769 035 Australia 100.0 100.0
ACH. 124022173 Pty L.td Australia 100.0 100.0
Al Pty Lid Austiaha 100.0 100.0
Akkord Pty Limited Austratia 100.0 100.0
ANI Australia Pty Limited Austraha 106.0 100.0
ANI Construction (W.A) Pty Ltd Australia 100.0 100.0
ANI Finance (UK) Ltd England 100.0 100.0
ANI Metal Products, LLC USA 1000 100.0
ANI Mineral Processing, LLC USA 100.0 j{e10X0]
ANI Mining Services Pty Ltd Australia 100.0 100.0
AHMI Monosteel Pty Limited (in hquidation} Austialia 100.0 10G.0
ANI Xatal Pty Ltd Austraha 100.0 100.0
Aquila Ste=l Company Pty Ltd Austialia 100.0 100.0
Arnalt's Engineering Py Lid Austialia 100.0 100.0
Ashland Investments Pty Ltd Australia 100.0 100.0
Atlas Group Fmployees Superannuation Fund Pty Ltd Australia 100.0 100.0
Atlas Group Stafl Superannuation Fund Pty Ltd Austraha 100.0 100.0
Atlas Group Superannuation Pian Pty Ltd Austialia 100.0 1000
Austial Steel Holdings Pty Lunited Australia 100.0 100.0
Australian National Industries Pty Ltd Australia 100.0 100.0
Austialian Tube Mills Pty Limited [N Austrahia 100.0 100.0
Australian Wire Industries Pty Limiled Australia 100.0 100.0
AWI Holdings Pty Limited Austraha 100.0 100.0
B.G..). Holdings Propuietary Ltd Australia 100.0 000
Banana Caast Recyclers Pty Limited Austratia 100.0 100.0
Bradken Consolidated Pty Limited Austrahia 100.0 100.0
Certified Roofing Specialists Limited New Zealand 503 50.3
Cockatoo Dockyaid Fty Limited Australia 100.0 100.0
Commaonwealth Steel Company Pty Limited Australia 100.0 100.0
Comsteel Pty Ltd Australia 100.0 100.0
Dane Taylor Holdings Proprietary Litnited Australia 100.0 100.0
David Crozier Limited New Zealand 50.3 50.3
E. & G. Products Ply Limited Australia 1000 100.0
E.& G. Steel Pty Ltd Austraha 100.0 100.0
Eagle & Globe Pty Limited Australia 100.0 100.0
Email Accumutation Superannuation Pty Ltd Australia 100.0 100.0
Email Executive Superannitation Pty Lid Australia 100.0 100.0
Email Holdings Pty Limited Austialia 100.0 100.0
Ernail Management Superannuation Pty Ltd Australia 100.0 100.0
Email Metals Pty Ltd Australia 100.0 100.0
Email Ply Limited Austialia 100.0 100.0
Ermail Superannuation Pty Lid Australia 100.0 100.0
EMCQ Group Ltd New Zeatand 50.3 0.3
Emwest Holdings Pty Ltd Austratia 100.0 100.0
Emwest Properties Pty Limited Australia 100.0 100.0
Faqersta Australia Proprietary Limited {b} Austratia 100.0 100.0
Fagersta Steels Pty Ltd (b} Australia 100.0 100.0
GSF Management Pty Limited Australia 100.0 100.0
Helix Cables Intainational Ply Ltd Austialia 100.0 100.C
HP Metal Recycling (HK) Limited Hong Kong 100.0 100.0
HP Metal Recycling Inc Philippines 100.0 100.0
HPR Industrial (JB) Sdn Bhd Malaysia 100.0 100.0
Investment Acceptance Pty Ltd Australta 100.0 100.0
J Murray-More (Holdings) Pty Ltd Australia 100.0 100.0
John McGrath (OP) Pty Limited Austiatia 100.0 100.0




27. CONTROLLED ENTITIES (continued)
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COUNTRY OF 95 OF SHARES HELD
ENTHY NOTES  INCORPORATION 200 2009
John McGrath Pty Ltd Australia 100.0 100.0
Kelvinatoi Australia Pty Ltd Australia 1000 100.0
Linstar Heldings Sdn Bhd Malaysia 100.0 106.0
Litesteel Products Pty Lid Australia 100.G 100.0
Litesteel Technologies America LLC USA 100.0 100.0
Litestzet Technologies Pty Ltd i) Australia 160.0 100.0
M. Steel INSW.} Pty Limited Australia 100.0 100.C
M., Steel (Qld) Pty Ltd Austialia 100.C 100.0
M. Steel (Sydney) Pty Limiled Australia 100.0 100.0
M. Steet (Tas) Pty Limited Australia 100.0 100.0
M.I. Steel (Vic) Pty Limited Australia 100.0 100.0
M-Asia Entetprise (KL Bhd Malaysia 100.0 100.0
Metals Properties Py Lid Australia 1000 100.0
Metahtores Pty Limited Australia 100.0 100.0
Matpol Pty Ltd Australia 100.0 100.0
Mittagong Engineering Pty Ltd Australia 100.0 100.0
N.K.S. (Holdings) Froprietary Limited Austraha 100.0 100.0
National Valve and Engineeting Company Proprietary Limited Australia 100.0 100.0
Northern Service Supphes Pty Lid Australia 100.0 100.0
NZMC Limited New Zealand 50.3 50.3
O Dee Gee Co. Pty Ltd Australia 100.0 100.0
OneSteel Asia Limited Hong Kong 100.0 100.0
OneSte«l Australian Tube Mills Pty Limited {3 Australia 100.0 1000
OnaSteel Building Supplies Pty Limited Austratia 100.0 100.0
OneSteel Coil Coaters Ply Lid (b) Austraha 1000 100.0
OneSteel Finance Pty Limited (b) Australia 100.0 100.0
Onesteel Grinding Systems LLC uUSA 100.0 100.0
Onesteel Group (US Holdings) Inc USA 000 100.0
OneSteel Insurance Pte Ltd Singapore 100.0 1CN.0
OneSteel Investments Ply Limited Australia 000 100.0
OneSteel Manutacturing Ply Limited Australia 100.0 1G0.0
OneSteel MBS Ply Limited Australia 100.0 100.0
OneStec! NSW Pty Limited Australia 100.0 100.0
OneSteel NZ Holdings Limited New Zealand 100.0 100.0
OneSteel NZ Limited New Zealand 100.0 00.0
Onesteel Queensland Pty Limited Auslralia 100.0 100.0
OneSteel Recycling (Fijny Linnited Fiji 100.0 100.0
Onesteel Recycling Asia Limited Hong Kong 100.0 100.0
Onesteal Recycling Holdings Pty Ltd (b Aushi alia 100.0 100.0
OneSteel Recycling Hong Keng Limited Hong Kong 100.0 100.0
Onesteel Recycling NZ Limited New Zealand 100.0 100.0
OneSteel Recycling Overseas Pty Limited (b} Austialia 100.0 100.0
OneStee! Recycling PNG Limited PMG 100.0 100.0
OneStee! Recycling Pty Limited (b) Australia 100.0 100.0
OneSteel Recycling Inc USA 100.0 100.0
OneSteel Reinforcing Pty Limited Australia 100.0 100.0
OneSteel Technologies Pty Limited Australia 100.0 100.0
Onesteel Trading Pty Limited Austratia 100.0 100.0
OneSteel US Investments USA 100.0 100.0
OneSteet US Investiments 1 Pty Ltd ()} Austialia 100.0 100.0
OneSteel US Investments 2 Ply Ltd (b} Auslralia 100.0 100.0
OneSteel Victoria Pty Ltd Auslratia 100.0 100.0
OneSteet Wire Pty Limited Australia 100.0 100.0
Overscas Corporation (Australia) Pty Ltd Australia 100.0 100.0
P & T Tube Mills Pty Ltd (b} Austialia 100.0 100.0
Falmer Tube Mills (NZ) Limited New Zealand 100.0 100.0
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COGKTRY OF 9 OF SHARES HELD

INTITY NOTES  INCORPORATION 2010 2009
Palmer Tube Mills Pty Limited ()] Australia 100.0 100.0
Pipeline Supplies (Malaysia) Sdn Ehd Malaysia 100.0 100.0
Pipehine Supplies of Austratis Pty Limited Australia 1000 1000
FT Commonwealth Steel Indenesia Indonesia 100.6 100.0
QMR InC Philippines . 100.0 100.0
hcosteel Pty Ltd Australia 100.0 10C.0
Roentgen Ray Pty Ltd Australia 100.0 100.0
Suinerville Rehabilitation Services Ply Lid Australia 006 10C.0
SSG Investments Pty Lid Australia 100.0 1000
SSG Ho.2 Py Ltd Australia 1000 100.6
SSG No.3 Pty Ltd . Australia 100.0 100.0
SSGL Share Flan Nominees Pty Ltd Australia 100.0 100.0
SSX Acquisitions Pty Limited 18] Australia 100.0 160.G
SSX Employees Superannuation Fund Pty Ltd Australia 100.0 10C.0
SSX Holdings Pty Limited Australia 100.0 100.0
SSX International Pty Linnited {b) Austialia 100.0 10G.0
$SX Ply Linited [} Austraha 100.0 100.0
SSX Recycling New Zealand Fty Ltd Australia 100.0 100.0
SSX Retirement Fund Pty Ltd Australia 100.0 100.0
SSX Services Piy Limited m Australia 100.0 100.0
SSX Singapore Fte Ltd Singapore 100.0 100.0
SSX Staft Superannuation Fund Ply Lid Austraha 100.0 10C.0
Steel & Tube Holdings Lunited New Zealand S50.3 50.3
Steel § Tube New Zealand Limited New Zealand 503 50.3
Steelinark Properties Pty Ltd Australia 100.0 100.0
Stube Industiies Limited New Zeatand S0.3 503
Tasco Superannualion Managemenlt Pty Ltd Austialia 100.0 1000
Thai Metal Recycling Limited Thailand 100.0 100.0
The ANI Corporation Pty L imited Australia 100.0 100.0
The Australian Steel Company (Operations) Pty Ltad ()] Australia 100.0 100.0
Titan Mining & Enyineering Pty Ltd Austraha 100.0 100.0
TMR Loha Holdings Limnited Thailand 100.0 1000
Tube Estates Pty Lid Australia 100.0 100.0
Tube Street Pty Ltd Austrahia 100.0 100.0
Tube Technolagy Pty Lid Austraha 100.0 1000
Tubemakers of Australia Pty Litmited Australia 100.0 100.03
Tubeinakers of Somerton Pty Lunited Austiaha 100.0 100.0
W.A, Mining Engineering Services Pty Ltd Australia 1000 100.0
Wembley Insurance Pte Ltd Singapore 100.0 100.0
Western Consolidated Industries Pty Ltd Australia 100.0 100.0
X.C E. Pty Ltd Australia 100.0 100.0
X.CH Pty Ltd Australia 100.0 1000
X.D.LR. Pty Limited Austratia * 100.0 100.0
XM.AL Pty Limited Australia 1000 1000
X.P. Pty Limited Austraha 100.0 100.0
XEM (Aust) Pty Limited Austialia 100.0 100.0
- XJM (Malaysia} Sdn Bhd Malaysia 100.0 1000
XLA Pty Ltd Austratia 100.0 1000
XLL Pty Ltd Australia 100.0 100.0
XMS Holdings Pty Limited Australia 100.0 100.0
Zinctek Pty Ltd Austrahia 100.0 100.0

(a10neSteel Limited 1s @ public company imit2d by shares, incorporated and domiciled in Australia. The registered office 1s ¢/- Company Secretary,
Level 40, 259 George Street. Sydney NSW 20GO, Austraha.

(b1 These companies have enterad into a Deed of Cross Guarantee with OneSteel Limited (Holding Company! dated 10 June 2008 pursuant to ASIC
Class Order 98/1418 and are rehieved from tre requirement to prepare an aud-ted financial report

The financial years of all conlrolled entities with the exception of Weinbley Insurance Pte Lid (balance date 31 Maich) are the same

as that of the parent entity, OneSteel Limited.




27. CONTROLLED ENTITIES (continued)
Deed of Cross Guarantee
Financial information for the class order closed group:
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CLOSED GROUP

200 2009
S N
Income Statement
Sales revenue 5n8.4 6,017.3
Cost of sales 3.812.4) 14.661.8)
Gross profit 13060 13495
Other revenue 254 60.2
Other income S04 38.2
Operating expenses including restructuring activities (1.2273) 1,049.5)
Finance costs (82.0) 167.0)
Share of net 10ss of investments accounted for using the equity method {0.2Y .
Profit hefore mcome tax 818 2297
Iiwome tax expense 57.1 (35.4)
Profit after tax 247 194.3
Statement of Comprehensive Income
Protit after tax 247 194.3
Other carnprehensive income
Cash flow hedges:
- net gains / (losses) taken to eguity 238 14.07
- transferred to profit as.n (14.6}
transferre-d to initial canying ainount of hedged items 02 4.8)
Culrency translation differences:
- net investment hedges 5.3 Moy
Other comprehensive income for the year, net of tax n2 (34.4;
Total comprehensive income for the year 359 1599
S y of nts in ¢ lidated retained earnings
Retained earnings at the beginning of the linancial year 4301 4074
Net profit 247 194.3
Dividends provided for or paid es) (a71.6)
Retained earnings at the end of the year 3353 4301
Balance Sheet
Current assets
Cash and cash equivalents 423 12.8
Receivables 748.6 34768
Derivative financiat instruments 5.1 2.6
Inventories 1,201.4 1.038.2
Current tax assets - 53.4
Other assels ni 10.6
Total current assets 2.0085 4.604.4
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CLOSED GROUP

20i0 2009
m Sm

Non-current assets
Derivative financial instruinents &8 -
Other financial assets 4042 1656 .8
Property, plant and aquipmeént 19261 12095
Mine development expenditure 172.2 108.4
Intangibles 1.848.¢ 12401
Deferred tax assels 137.3 156.1
Other assels 17 03
Total non-current assets 45069 SN2
TOTAL ASSETS 65154 10.375.6
Current liabilities
Payables 760.2 529.8
Derivitive financial instruments 37 554
Interest-bearing habiliies 576.7 4.214 3
Curtent tax liabilities 49 -
Provisions 248 5 2522
Totaf current liabilities 1613.8 50517
Non-current liabilities
Derwvative financial instruments 51.4 53.1
Interest-bearing liabilities 446 .4 826.1
Deferred tax liahilities 2217 214.3
Frovisions 78.5 9.3
Total non-current liabilities 798.0 1153.3
TOTAL LIABILITIES 2418 62100
NET ASSETS 4,03.6 41656
Equity
Contributed equity 3,751 37352
Relained earnings 3353 4301
Reserves 172 03
TOTAL EQUITY 4.103.6 41656
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28. RELATED PARTY DISCLOSURES
(a) Transactions with related parties in the wholly-owned group
Thiaughout the year, the parent erntity, OnaSteel Limited, entered into the following transactions with members of the
wholly-owned group
Loans were received
Interast was paid
Management fees were received and paid
Dividends were received
Tax related transactions occusred within the tax consolidated aroup

« Loans were forgven

(b} Transactions with jointly controlled entities

CONSOLIDATED
2010 2009
TRANSACTION TYPE Sm Sm
Loan to jointly controlted entity 25 -
These transactions wete undertaken on commercial terms and cenditions.
(c) Ultimate controlling entity
The ultimate controlling entity of the OneSteel Group is OneSteel Limited.
29. EMPLOYEE BENEFITS
CONSOLIDATED
2010 2009
NUMBLR NUMBER
Finployees as at 36 June 10,598 1,104
Ll Sn
The aggreqate employae benefit hability is conprised of
Provisins wcurrent) 2569 228
Provisions {nen-current} 392 378
Tolal employee benefit liabilities 296.1 2597

{a) Self-insured workers’ compensation provision

Obligations under sell-insurance workers’ compensation licences included in provision for employes benetits:

CONSOLIDATED

2010 2009

Sm $m

New South Wates 24.2 251
Queensland 33 2.3
Victoria 23 a3
South Austialia ) 53 24
Western Australia 14 10

Total scif-insurance wotkers' corapensation provision 365 351




OneStesl provides the Inflowing share and option plans for employees

(b} Emptoyee share plans

OneSteel has two share plans under which eligible employees may acguire ordinary shares in the Company. The most racent offer
under the employee share plan was rmade in May 2010 to eligible employees as at 1 April 2010. All Australian resident permanent
einployees texcluding OneSteel Directors) are eligible to participate in either, or both. the Tax Exeinpt or Tax Deferred Share Ptan
Both the Tax Exempt and Tax Delerred plans enabla participating employees to imake salary sacrifice contiihutions to purchase
shares on-inarket on 3 monthiy basis. Under both plans, the Company also graats to conty ibuting participants a parcel of fully paid
ordinary shares 10 the value of $125 per year for employees participating in the Tax Exempt plan and $250 per year for employees
participating in the Tax Deferved Flan for no cash consideration. The shares must be hald in the plan for a snmimum of three years
whilst the parlicipant remains an employee of OneSteel for both the Tax Exempt Plan and Tax Deferied Plan belore they can be
withdrawn. For the Tax Deferred Plan, employee contribution shares must be held in the Pian for a minimum ot 12 months. and
company contribution shares must be held in the plan for 24 months before they can be withdrawn.

The matching shares aranled by the Company are puichased on-market or allocated from surplus shares [orfeited under either the
2mployee share plan of the executive share plan. The inatching shaies are allocated each manth at the same tine as Ihe employee
contributed shares, which are purchased on the 15th of each month. The number ot shares allocated to the amployee is the offer
amount divided by the weighted average price at which the Company’s shares are traded on the Austialian Securities Exchange

on the date of the purchase. During the year ended 30 June 2010, the share plans were suspendad due tn changes in the taxation
legislation and so no malching shares wers granted. The plans were relaunched in May 2010 for the year ending 30 June 2011
Olfers under the scheme are al the discretion of the Cornpany. All OneSteel shares acquired under the Tax Exempt and Tax
Detorred plans rank equally with all other OneSteel shares and carry dividend and voting righis.

All plan management and administration cosls relating to the plans are met by the Company.

2000 2009
Total numbes purchiased by employees during the year '000s) - 2.124
Weighted average fair value of shares granted duting the period ) - 34y

(¢} Long-Term Incentive (LTI) Plan

The LTI Ptan for senior nanaqement provides for grants of Onesteel Linited ordinary shares. Dwing the year, shares were granted
to ehgible executives The shates aranted are held in trust nntil vested to the participant

Veshing 15 subject to the Company achieving specific performance huidles and a three-year qualifying period. If the shares do

not vest nnmediately at the end ot the three-year qualifying p&niod, provisions exist that enable retesting of the performance
hurdies In addition, all or some of these shares may vest to an individuat on tesmination when special circumstances apply. At the
discretion of the Roard, these include redundancy, death and permanent disabihty. Theire are nn cash settlement alternatives

The shares held in trusl carry voting rights and the holder is entitled to any dividends paid duning the vesting period

The perfarmance huidles relate to two comparative groups, namely the Australian Consumer Price tndex plus 596 (Base Index}
and the S&P/ASX 200 Index excluding baiks, inedia and telecommunications (Comparator lndexi that are measured against
Onesteel’s perforinance in terms cf total shareholder retusn. For each instalinent, 50% of the shares will vest subject to
Onesteel's TSR perfarmance to the Base Index aud the remaining 50% of shares will vest subject to OneSteel's performance to the
Comparatar Index.

2010 2009
WEIGHTED WEIGHIED
AVERAGE AVERAGE
NUMBER FAIR VALUE NUMBER AR VALUE
000s $ 0003 S
Outstanding at the beqinning of ihe year 2.570 443 2,51 376
Shares vested during the year (92) 457 T6n 3.00
Shares puichased during the year 1.378 2.88 820 5.14
Qutstanding at the end of the year 3.8%6 4.01 2.570 443

The fair value of the equity-settled shares granted under the LTI Plan is estimated at the arant date using a Monte Carlo Siinutation
analysis taking into account the terms and conditions upon which the shares were granted.
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29. EMPLOYEE BENEFITS {continued)
The following table fists the inputs to the model used.

2010 2009
Dividend yield 2.66%, 4.05% - 8 58%
Expected volatiity 450% 35%
Risk-free interest rate 5.23% 4.81% - £61%
Expected life 3 years 3 years
Weighted average share price at grant dale $3.34 $€.332

The expected volatility reflects the assuinption that the historical volatility is indicative of future trends which may also not
necessatily be the actual outcome.

{d) Executive Option Plan

Prior to the year ended 30 June 2002, options wera issued 1o executives as part of the Executive Option Plan. Vesting is subject to
the comnpany achieving specific performance hurdles and a lhree-year qualifying period. The exercise price of each option 1s based
on the weighted average price of OneSteel Limited shares traded on the Australian Secunties Exchange for the five days up to and
in¢luding the date thev are qianted.

The performance hurdles relate to bwo comparative groups. namely the Australian Consumer Price Index plus S4% (Base Index)
and the S&P/ASX 200 Index excluding banks, media and telecoimmurncations (Cemparator Index) that aie measured against
OneSteel's performance in terns of 1otal shareholder return, For each instalment, $0% of the shares will vest subject to
OneSteel's TSR perforinance to the Base Index and the remaining 50% ol shares will vest subiect to One-Steel’s performance to the
Comparator Index.

Al options expire on the earlier of their expiry date or termination of the employee's employment. No options expired during

the year.

The contractual ife of #ach option granted 1s nine years. Thete are no cash settlerent allernatives.

The options do not entitle the hotder to participate iy any share issites of the Cotmpany.

These options wede all fully vested duting the year ended 30 June 2005. No further options have been issned since those referred
to above

The tollowing table ilfustrates the number and weighted average exercise price of and movement in the executive option pian:

2010 2009

WEIGHTEC WEIGHTED
WEIGATED AVERAGE WEIGHTED AVIRAGE

AVERAGE  SHARE PRCE AVERAGE  SHARE
EXERCISE AT DATE OF EXERCISE AT DATE OF
NUMBER PRICE EXERCISE NUMBER PRICE EXERCISE
*000s N N 000 S N
Outstanding at the beginmng of the year! 305 1.0099 - 140 1.0057 -
Exercised during the period (145) 0.9665 335 (35} 0.9657 598

Cutstanding and exercisable

at the end of the year' < 160 1.0434 - 305 1.009¢ -

1 All options within this balance have not taen recogmsed 1n accord.ance with AASB 2 3s the options were granted on of belore | November 2002
These options have not bean subsequently modified therefore do not need to be accounted for in accordance with AASE 2.
2 The remaining contractual Iife for the share options outstanding and exercisable as at 30 June 2010 is 21 December 2010,

Steel and Tube Holdings Limited

In 2010, 0 shares (2009: 60,710 shares: were purchased whilst 30,830 shares (200%: 50,390 shares) were vesled in the
employee share purchase scherme and no shares (2009: 64,975 shares) were purchased and 18.805 shares (2009: 16,365 shares)
were vested in the executive share plan. Both schemes have a vesting peiiod of a miminum of three years from grant date. The
employee share scheme provides financial assistance, to a maximum of 52,340 in any three-year period, to eligible employees to
purchase Company shares. Rights to shares in the executive share scheme vest upon achieving Board approved targets based on
total shareholder returns
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30. KEY MANAGEMENT PERSONNEL DISCLOSURES
{a) Details of Key Management Personnel
Directors
P J Smedley Chairman tIndependent, non-executivel
G J Plummer Manaqing Director and Chief Ex¢cutive Officer
R B Davis Director (Independent, non-2xecutive)
£ J Dovie Director tIndependent, non-executive)
¢ R Galbraith Director (Independent, non-executiva)
P G Nankervis Director {Independent, non-executive)
0 A Pritchard Director tindependent, nun-gxecutive)
1 G Cox Director {Ind=pendent, non-executive)
G JSmargon Ditector (independent. non-executive)
N.JRoach [irector (Independerit, non-executive) iretired 16 November 2009
Executives
A JReeves Chief Financial Officer (until 1 December 2009}
R C Bakewell Chiet Financial Gificer tappointed 19 April 2010)
I ) Selleck Executive Ganeral Manager, Technology. Satety § Services
M kK Farry Chiel Executive, Whyalla
A G Roberts Chief Executive, Market Mills
S H Hamer Chiel Executive, Distribution
G A Waters Chief Executive, Recycling
D Taylor Chuet Executive Ctlhicer, Sleel & Tube Holdings Limited tappointed S Octobar 2009)
A Candy Acting Chiel Executive Officer, Steel & Tube Holdings Limited (until 5 October 2009}
C tion of Key M t Personnel
CONSOLIDATED
2010 2009
$ N

Short-terin henelits 10,952,331 8.251.273
Past-employment benefits 380,213 581,220
Other lang-tein benetits - 569,295
Termination benefits 763,545 3,010,697
Share-based payments 2.606,335 2./148,324

14,702,474 15,160,809

The cainpany has applied the exemption under Caiparations Regulation 2M.3.03 which relieves listed companiés from providing
detailed remuneration disclosures in relation to their Key Management Personnel in their annual financial reporis by Accounting
Standaid AASE 124 Related Paity Disclosures. These temuneration disclosures are provided in the Remunaration Report section
of the Directors” Report which has been audited.

Loans to Key Management Personnel
There were no loans made to or outstanding from Key Manageinent Personnet during the currenl or piior year.

Other transactions and balances vith Koy Management Personnel

Key Management Personnel of OneSteel Limited and its related parties or their related entilies, conduct transactions with entities
within the OneStee! Group that occur within a nornal employee, custorner or supplier relationship on terins and conditions

no mora favourable than those with which il is reasonable to expect the entity would have adopted il dealing with the Key
Management Personnel or their related entity at an arm’s tength in simitar circumstances. These transactions include the following
and have been quantified helow where the transactions are considered to be of interest to users of these financial statements.
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30. KEY MANAGEMENT PERSONNEL DISCLOSURES (continued)
{b) Option holdings of Key Management Personnel

VESTED AND
HELD AT CGRANTED AS 0PTIONS NET CHANGE HELDAT  EXERCISABLE &T
1JULY 2009 REMUNERATION EXERCISED OTHER 30 JUNE 2010 30 JUNE 2010
2000 NUMBER NUMBER NUWBER NUMBER NUMBER NUMBER
Directors
{: t Plummer Q0,000 - - - 20.000 90,000
Executives
MR Parry 45 - (4%) - - -
Tota! 90.045 - (45) - 90.000 @0,000
VESILD AND
HELD AT GRANTED AS OPTIONS NET CHANGE FELD AT  EXERCISABLE AT
1JULY 2008 REMUNERATION EXERCISED OTHER 30 JUNE 2009 30 JUNE 2009
2009 NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER
Directors
G J Plimmer 90,000 - - ~ 90,000 ©0.000
Executives
MR Parry 45 - - - 45 45
Total 90,045 - - - 90,045 90.045
(c) Shareholdings of Key Management Personnel?
HELD AL GRANTED AS  ON EXERCISE OF NET CHANGE HELD Al
LUJLY 2009 REMUNERAT:ON CPTONS CTHER 30 JUNE 2010
2010 NUMBER NUMBER NLMBER NUMBER NJMBE K
Directors
P J Smedley 410,455 - - - 410.455
G T Plummer 2.382.230 340,316 - - 2722546
R E Davis 68995 - - - £899%
E J Doyle 169,169 - - - 16¢.169
CR Galbraith 156.056 - - - 156.056
F G Nanhervis 46.8%0 - - 10,000 56.890
. D APutchard 143.921 - - - 143,921
LGCox 301797 - - - 301797
G JSmoergon 66,325 - - 151.218) 15,107
Executives
R C Bakewell - - - - -
L J Selleck 544,269 54,5956 - 2927 601792
MR Parry . 211,969 57,629 45 - 269643
A G Roberts 157.410 78.861 - - 236,271
S H Hamer 115,688 78.861 - - 194,549
G A Waters 70.490 57.629 - 79 128.198
D Taylor 23.50 7.873 - - 31023

Total 4.868.814 675,765 45 (38,212 5,506,412
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HELD AT CRANTED A ON EXERLISE OF NET CHANGE HELD A
1JU.Y 2058 REMUNIRAT'ON QPTICNS OTHER 30 JUNE 2009
2009 NUMBER NUMBER HUMBER HUMEBER NUMBRER
Directors
P J Simedley 25,418 41764 - 1/.273 410,455
G J Plumrner 215,605 65,110 - 201,51 2,382,230
R B Davis 38,144 11138 - 19713 £8595
E 2 Doyle 128,031 11138 - 30.000 16%,16%
C R Calbraith 106,330 1,138 - 44,563 156.056
P G Nankeivis 35752 11138 - - 44,890
D A Pritchard Q0,85% 11,138 - 41,894 143,921
N J Roach 216,104 1,138 - 199.497 | 386,739
L G Cox 269,431 1,138 - 21,228 301,797
G ! Sinzigon 55187 1,138 - - 56,325
Executives
A JReeves 3714.394 49,790 - 207834 632,018
L J Selleck 476,650 38.300 - 29,319 544,269
MR Parvy 173.320 38,300 - 349 211,969
A G Roberts no,1eG 38,300 - - 157,410
S H Hamer 75908 38.300 - 1,480 15.638
G A Waters 2,074 67.421 - 9% 70,490
Tatal 4,522,351 466,389 - 875.681 5.864.421

Shares Qranted as remanerativn to the #5 § CEG and Execulives are haid in trust ¢t 119 participa~t’s sehalf duning the oertasmance penod
Partkipants are not able to withdraw shares trom tna trust unt:l the shares vast as a result of the perfurmance conditions h=ing acmeved,
& Include ordinary shares held directly, ndirectly or beneticially including held by their related parties.

The sharehaldings of former Key Management Fersonnel, at the date they ceased to be Key Management Personnel, were as follows:

FELDON

hELD AT CRANTED AS QN EXERCISE OF NET CHANGE CEASING TO

TJUY 2009  REMUNERATION 0PTIONS OTHER 8E KMP

2010 NUMBER NUMBER NUMBER NUMBER NUMBER

Directors

N . Roach 3RET3S - - - 386759
Executives

A J Reeves 632018 149790y - 1200.037) 38219t

| Shares und2r the LTI Plan torteited upon feaving the Company.
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31. AUDITORS' REMUNERATION

CONSOLIDATED
2010 2909
$ H
Amounts paid or payable to the audites of OneSteel Limited, for
An audit o7 review of the financial repott of the antity and any other antity
In the consolidated group 1.066.265 985,000
Othar services in1elation te, the enlity and any other e ity in the conschaated group
Tax complianve 723 8172
Assurance related 133.408 580136
1195,3%€ 1373,315
Amounis paid o1 payable 10 other auditors for:
An audit o° review of the financial repmt of certam controlled entities in the conschidated graup 1€.9.61¢ 201305
Cther services 86./199 £7.502
256,418 268,807

32. FINANCIAL RISK MANAGEMENT

Financial risk management objectives and policies

The Graup's prncipal inancial instruments cainpiise recevables. payables. bank loans and averdrafls, US Private Placements
(Sentor Notes), finarce leases, cash and short-term depasits and denvative financial instruments

The Group manages its exposure Lo key inanaial risks including interest rate and currency nisk in accordance with the Group's
financial visk anagement policy. It 15, and has been throughout the perod under review, the Group's policy thal no specutative
tiadmg in financial instrurnents shall be indertaken. The cbjective of the policy is 1o support the delivery of the Group's hnancial
targets whilst protecting future fimanaial security, :
Fhe Group enters mto derivahive tians4ctions, principally interest 1ate swaps, C1ess currency swaps and forward exchange
contracts Derwvatives held tor trading relating to forward contracts provide economee hedges but do not qualfy for liedge
accounting and are hased on limits set by the Board. The mam risks arising lro the Group's fmancial instruments are interest 1ate
sk, iquidity risk, foresgn currency nisk, commodity 1isk and credit tisk

The Group uses different methods to measure and manaqge dilferent types ot 11sks to which i 15 exposed These include monitoring
levels of exposure te nterest rate and foreign exchange risk and assessments of inarket forecasts for interest rate, frgign
exchange and commndity prices Ageing analyses and monitering ol specilic credit allowances are undertaken to manage vredit
risk. Liquidity sk is monitored thiough the devetzpment of future rolling cash tlow farecasts comparing projected debt levals for
the next 12 months against total committed tacilities.

Primary responstbility for identilicaticn and control of financial tisks rests with the Treasury Committee under the authority of the
Roard. The Board reviews and agrees policies for managing each of the risks identired below.

{a) Interest rate risk

The Group's exposure to the 1isk of changes n markel interest rates relates primarily to the Group's long-tam debt borrowings
The cblective of Group policy 1s to neutialise expasures within levels of tolerance acceptable to the Boaid, minimising interest
expense whilst ensuring that an appropiiste level of flexibility exists to accomiadate potential changes in funding requiraments
Borrowings issued at variable 1ates expese the Group to cash flow interest rate risk. Borrowings issued at fixed 1ates expose the
Group to fai value interest rate 1isk wheie the botrawings are carried at fair value The Group's policy is to manage its interest cost
using & mnix of fixed and floating interest rate debt, where fired is defined as o fixed rate for 12 inonths or longer The Group’s policy
is to keep between 30% - 70%, of tha expected botrowings for a minirmum of five years at fixed rates ol interest, using interest
rate swaps to achieve this when necessary.

The Group analyses its interest rate exposure on a dynainic basis Within this analysis, constderation s given to potential

renewals of existing pusitions, alternative hedging positicns and the mix of fixed and vaniable mterest rates. Based on the various
considerations. the Group manages its cash flow mterest rate risk by using floating to fixed of hixed 1o floating interest rate swaps.
Such swaps have the econamic effect of converting borrowings from floating rates to fixed rates or fixed 1ates to floating rates
Under interest rate swaps, the Graoup agrees with other paities to exchange at speaified intervals, the ditterence between fixed
contract 1ates and floating 1ate interest amounts calculated by reterence to the agieed notional principal amounts

At balance date, the Group had the following financial assets and liabilities exposed 1o vatiable inteiest rates:
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F narial State .

CONSOLIDATED
2009
Ml

Financial assets
Cash and cash equivalents 334 S44
Trade receivables 12.3 148
Financial liabilities
HRC Secunitisation facility 6.7 20
Earik loans (96381 6441)
Net exposure before hedging 484.8) {576 5)
Cross curteéncy and interast rate swaps! 1238.3) 3651
Net exposure to cash flow interest rate risk {723.1} (2.4}

Notor 3l pranead s &MSunts o1 €rogs QU rency 30C INTerest ate Swaps And ‘31 3" 10 of ndgee perton of urde” yirg debt

Sensitivity

If interast rates had incieased by 100 o decieased by 100 basis pomts 3s at 30 June and with all othet variables held constant,
pust-tar prohit 51 the year would have been $157 million low=1/S157 mullior hiaher 2009: $3.2 milhon 1ewer/$3.2 million tughet,
mamly as 3 tesult of higher/lower interest expense on variable rate debt. Other components of equity would have been S22 million
highet/$3.2 millton lower (2009 $5.5 inillion higher/SS.% million lower) as a result of an increass/decrease i the- fair value of the
cash flow hedqges of borrowings.

(b} Foreign currency risk

The Group's prunary souices of foreéign curiency tisk are sales of product and puichases of inventory by busiess nnitsin a
cunrency other than the functional civrancy: purchases of comtnodity mputs prced in US dollars or with an Australian dollar price
determined by 3 US dallar-tased internatianal price; capital expenditine denommimated m foreign currency and overseas eperations
The Gioup requires ali business units to use forward exchange contracts bo eliminate the currency exposui2s onany individual
transactions in excess of UsDS00,000 or equivalent. Caommitted exposures will be 1009 coverad whan the transaction g
contracted, whilst praected exposures (Contract underpiining} wiil be 50 coveied where there are ongoing sales o purchases
and the transaction is 1elatively certam. It ts the Group's pelicy to negotiate the terns of the forward exchange contracts to exactly
match the terms of the underlying puichase to maximise hedge effechiveness

Net investment hedges

The Group seeks to mitigate s exposine to foreign currency translation 1isk on the value of the net assets ot its US-based
operations by borrowing in US daltars. The first USDAS iniliion of the Group's net investinent 1n foreign operations is hedged in thes
manner (refer to Note 17 and Note 8).

OnesSteel also has foreign currency exposire arising from its US Prvate Placements of senior notes iNote 17). Part of this exposure
has been hedged using a senes of aoss-curtency interast 1ate swaps designed either as fair value o1 cash llow hedges.

The GiGup has exposine to foreign exchiange translation in relation to New Zealand dollar denomimated net assets of its $0.3% share of
Steel & Tube Holdings Limited. The Group does not seek to hedge'this exposure, but instead monitors the position sv as to ensue that
the movement in the foreign currency transiation réserve does not impact equity so adversely as to place any tinancial covenants at sk
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32. FINANCIAL RISK MANAGEMENT (continued)

The Group’s 2xpaosure to foreign currency risk at balance date was 3s fallows vy Australian dollars):

CONSOLIDATED
2010 2009

LSG NID CThER usd NIG OTHiR

n Mol < < Nal n
Cash and cash equivalents N3 1.6 [e] 54 6 ot
Net investinert in foreign ogerations 418.C na - 420.3 31 -
Trads and ofher 1eceivables 441 35 228 54.0 19 09
Trade and ther payables 0.2} 26) (17 (34.0) 107y
Commadity contiacts (n
Bank loans {214.6) - - 1362.8) - -
Net exposure before hedging 2875 113.0 28.2 82.3 6.6 [CX))
Forward exchange contracts - buy 1534 41 13.4 937 04 8.8
Forward exchiange contiads - sell 1185 62 37 63.6 08 71

T Japanwse 154, Swach Kroper Pounds Ste-ing Carud an Dullars ara bu:o

Sensitivity

Had the Anstralian daollar weakened/strengthened aganst the US dollar by 19% as at 30 June and with all othes vailables held
constant, the Groups post-tax prohit for tha year would have been $41 milkon lower/$0.3 miliion lower 2009: $10.8 million
fower/$11.0 million lighen. mainly s A tesull of foreign exchange gains/losses on transiation of US dollar denommated financial
instruments s detailed in the above table. Profit 1s mere sensitive Lo movements in the Australian dollar/US doflar exchange 1ates

in 2010 than n 2009 because of the increased amannt of 115 doflar denomingted botrowangs. Other components of equity would

have been $334 million ligher/$33.1 million lower (200%: $16.3 nillion higher/$16.6 million lowery had the Australian dollar weakened/
strengthened by 102¢% against the US dolla, arising from foreign forveard exchange contracts designated as cash flow hedges. Equity s
inare sensitive o mavements in the Australian dellat/US dellar exchange iates in 2010 than 200¢ becanse of the increased amoeunt of
forwand foreign exchange contracts. The Groamy's exposure o other toreign exchange mevements is nol inaterial.

(¢} Commodity price risk

The primary souices of cominodity risk for the Group are ¢ine and nicked purchases in US dollars: aluminium purchases which are
made m Australian dollars but with prices set in US dollars; encrgy purchases made i Australian dollars that can be subject to
long tern contracts: scrap purchases made vutside the OneSteel Group and diesel purchases Commodity risk 15 measured by the
effect of price movement sensitivities applied to annual usage estimated by the busmess units

Commodity price risk 1S managed by either prtting in place fixed price contracts, fixed price swaps or aptions. The Group's
exposure to commaodity (isk is not sigmhcant

(d) Credit risk

Credit 11sk arises from the linancial assets of the Group, which comprise cash and cash equwalents, trade and other 1eceivables,
and derivative instriments. The Group's exposure to credit risk anses from the delauit of the counterparty, with a maxnnum
exposure equal to the canying amaunt of these instiuments

The Gioup do¢s not held any credit derivatives to offset its credit exposure. The credit tish of any one connterparty with tespect to
receivables and derivahive financial instruinents 1s not significant.

The Group trades only with recegnised. creditworthy third parties It is the Group’s poiicy that ali customers who wish to trade
on credit teims are subject to ciedit veriftcation procedures including arn assessment ot their independent credit rating. financial
position, past experence and industry reputation. Risk limits are set for each individual custoiner in accordance with parameters
set by the Board and are regularly monitored. In addition, receivables are imonitored on an engoing basis with the result that the
Group's exposure to bad debt is not sigmificant

For ftmancial instruments, limits tor each counterparty are set prunarily on credit rating, adjustes for country rating and the
norninal level of shaieholders’ funds. The Group does not expect any counterparties to fail to meet their obligations given then
high credit ratings. For financial assets and liabilities measured at faii value through profit and loss, the amount of change in fair
value that is attributable to credit risk is not material

{e) Liquidity risk

The Group's objective is to maintain a balance between continuity of funding and llexibility thraugh the use of bank overdrafts, bank
loans. US private placement senior riotes and hinance leases. In addition to committed facilities, OueSteel has Nam maoney maiket lines
and an overdiaft facility that assists with the intra-month cash management. Debt maturities are spread out to it risk on debt rollover
The Group inanages liquidity risk by continuously monitoring forecast and actual cash flows and matchuing the maturity profiles of
assels and labitities.




B UBLIC Fise 951

ot

*asrig S

Financing arrengamonts
The Group had access 1o the following undrawn barrowing facilities at balance dale:

CONSOLIDATED
2010 2009
im m
Floating rate
Expiring within one year - -
Expiring beyond one year 1.528.2 1554.0
15382 1.554.0

Maturity analysis of financial assets and liabllities

The tables below analyse the Group's linancial assets and liabilities into 1elevant maturity groupings based on the remaining period
at the balance dale to the contractual maturity date. The amounts disclosed in the table reflect all contractuatly tixed pay- offs
and receivables [or seltlement, 1epayments and interest resulting from recognised financial assets and liabilities. For interest rate

swaps, the cash flows have been estimated using forvard interest rates applicable al the reporting date.

For all other obligations, the respective undiscounted cash Hows are presented. Cash ltows for financial assets and liabilities

without fixed maturity are based on the conditions existing al balance date.

T01AL

LESS THAR GREATIR CONTRACTUAL

12 MONTHS 1-5YEARS THAN 5 YEARS CASH FLOWS
CONSOLIDATE D m $m Sm Sm
2010
Financiat assets
Cashi and cash squivatents 334 - - 834
frade and other raceivables 829.3 - - 824 3
Forward exchange contiacts 158.4 - - 156.4
Commodity contracts 0.6 - - asH
hterast rale swaps 79 137 216
Other Itnancial assets - 25 - 25

10796 162 - 1,095.8
Financial liabilities
Trade and other payables V 863.1 - - 363.1
Forward exchange contracts 207.1 - - 2071
Commodity contracts 15 - 15
Interest rate swaps 4.8 5.6 04 0.8
Cross-cutrency interest rate swaps 57 72.6 78.3
Bank loans 3319 235.0 - S66.¢
US Frivate Placement - Senior Noles 283 489.4 553.6 10713
HRC Securitisation facility - 167 - 167

14424 31’.3 554.0 2.815.7
Net contractual cash flows (362.8) 1803.1 (554.0Y (1.7199)




122 PUBL‘C FELE (Y

32. FINANCIAL RISK MANAGEMENT (continued)

TOTAL

+ESS THAN CRIATER CONTRACTUAL

12 MONTHS 1-5YARS THAN S YEARS CASHFLOWS
CONSOLIDATED ™ M SM SM
2009
Financial assets
Cash and cash equavatents 549 - - 549
Trade and Hther receivables 82714 - - 8271
boiward exchange contracts 154.2 4 - 158.3
Other finarcial assets 2 - - 22

1,038.4 41 - 10425
Financial liabilities
Trade and other payables 6137 - - 613.7
forward exchange contiracts 2000 32 - 203.2
Interest rate swaps 139 7.4 - 213
Cross-currency interest rate swaps 374 21 12.6 714
Bank lvans 25.0 610.0 - 6350
US Private Placement - Senior Noles 156.5 1482 6897 994.4
HRC Securitisation facility - 21 - 2.
Finance lease liabilities . 253 - - 25.3

1.07.8 7920 702.3 2.5661

Net contractual cash flows {33.9) (7879) (702.3) 1,523.6)

(f) Fair value measurements

The fair value of financial assets and linancial liabilities must be estimated for recognition and ineasurement or for disciasure purposes
The Gioup uses various methods in estimating the fair value of a financial instrument. These comprise:

Level 1 The fair value is calcuiated using quoted prices in active markets.

Level 2: The tair value is estirnated using mputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices)

Level 3: The fair value 1s estiumated using inpuls for the asset or liability that are not based on hservable market data.
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The fair value of the financial instruments as well as the methods used to estimate the lair value are summarised below:

VALUAT:ON TECHRIQUE -
MARKET OBSERVABLE INFUTS

wEVEL D) TOTAL
CONSOLIDATED m Sm
2010
Financial assets
Forward exchange contracts 45 45
Commodity contradts 0.5 05
Interest rate swaps 6.8 16.8
218 21.8
Financial liabilities
Foiward exchange contracts . 2.2 2.2
Commodity contracts 15 1.S
Interest rate swaps 86 8.6
Cross-currency interest rate swaps 2.8 42.8
551 55.1

Far financial instruments nol quoted in active markets, the Group uses valuation techniques such as present vatue techniques,
compatisen to similar instruments for wiich market olservable prices 2xist and othes relevaint models used by inarket parlicipants.
These valuation techniques use both obsetvable and unobservable mai ket inputs.

Financial instruments that use valuation techniques with only abservable market inputs or unobseivabte inputs that are not
signifrcant to the overall valuation include interest rate swaps, cross-curnency interest rate swaps and forwaid exchange contracts
not tiaded o a1ecognised exchange. These instrunents are included in Level 2

Transfor between cateqories
There were no transfers between cateqories during the year.

() Capital risk management

The Group's obiective when managing capital is to ensure the entity continues as a going concern as well as to inaintain optimal
returns to shareholders and benefits for other stakehalders. The Board also aims to maintain an aptimal cagital structure to reduce
the cost of capital

I order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return
capitalto shareholders, 1ssue new shares or sell assets to1educe debt.

The Group monitars capital on the basis of gedling ratio {inet debt to net debt plus equity). The largeted range for debl considered
appropriate in the normal circuinstances 1s 304 - 40%. The Boaid is comfortable with the current lower level of gearing given the
externat environment

The Group is sulject 1o externally iinposed capital requirements and has complied with these requirements during the curient and
prior year. The gearing 1ahios at the balance date were as fullows:

CONSOLIDATED

2010 2009

Sm Sm

Total debt 1,0471 1,278.8
Less: Cash and cash equivalenis (83.4) (54.9)
Net debt 963.7 12239
Total equity 44927 43363
Less: Minority interests . 160.2) 61
Equity 44325 4,275.2
Net debt plus equity 5.396.2 5.499.1

Gearing ratio 17.9% 22.3%
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33. PARENT ENTITY DISCLOSURES
The parent company of the Group, as al and throughout financial year ended 30 June 2010, was OneSte¢l Limited.

Presented below is supplementary information about the parent entity.
PARENT

2010 2009
Sm S

Result of the parent entity
Profit altes tax 121.2 181.5
Other comprehensive ncome - -

Total comprehensive income for the year 121.2 181.5%

Financial position of the parent entity at year end

Current assets . 2135 2532
Notcurrent assets 37158 37359
Total assets 39293 39891
Current liabilities s Q6.2

Non-current habilities -

Totai liabilities 149 96.2

Total equity of the parent entity comprising:

Share capital 37511 37352
Relained earnmigs 1564 1546
Reserves 69 R
Total equity 39144 3.8929

Guarantees, contigent liabilities and capitai commitments of the parent entity

OneSteel Limited has given guarantees ameunting to $47.0 mithon (2009: $47.9 million) to various state workers” compensation
authotities in Australta as a prerequisite for self insurance. Refer to Note 26

As explained in Note 27. OneSteel has entered into a Deed of Cross Guarantee in accordance with a class ordet issued by
Australian Securities and lnvestinents Commission. OneSteel Limited. and all the controlled entities which are party to the deed,
have guaranteed the repayment of all current and future creditors in the event thal any ol these companies are wound up

The Company is also a guarantor i respect of certain financing arrangements including wholly-owned subsidiaries which are not
patty to the Deed of Cross Guarantee.

The parent entity does not have any capital commitiments for acquisition of property, ptant and equipment as at 30 June 2010
(2009: nil).

34. EVENTS AFTER BALANCE SHEET DATE

There have been no citcumstances arising since 30 June 2010 that have significantly affected or may significantly affect:
{a) the operations

(b) the results of thuse operations, or

{C} the state of affairs of the OneSteel Gioup in future tinancial years.
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Directors' Declaration

in the Ditectors’ opinion:
{3 ¢ financial statemerits and accompanying notes set out on pages 62 14124 aire in accordance with the Corporations Act 2001,
icluding
{iy complying with Austialian Accounting Standards {including the Austialian Accounting Interpretationsy ard the Corporations
Regulations 2001, snd
) gving a trae and fair view of the censohdated entity’s financial posttion as at 30 Jure 2010 and of ds perfarmarce for the
finarcisl year ended on that date. and
(b the firanciat report also camplies with International Financial Reporting Standaids as disclosed in Note 1
) there are raasonable grounds 1o belisve that the Corpany will be able to pay its debts as and when they bocone due and
payable, and

(d) at the date of tius declaration, there 312 reasonable grounds to be believe that the membeis of the axtended closed group

dentified in Note 27 will be anle to meet any obligations or habilities to which they are, o may becsme, subject by virtue of the
Deed af Cross Guarantee described in Note 27

The Ditectors have been qiven the declaiations by the Chief Fxecutive Officer and Chiel Financial Qtficer 1equired by saction 295A
of the Corperations Act 2001

Thys declaration is maden accordance with a resctution of the Directors,

=

Peter Smedley Geoft Plummer
Chairman Managing Director
Sydney

17 Auqust 2010
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We have audited the accompanying financial report of the Group comprising Orestect Limited {the Company) and the entities it
controlled at the yvear's end o from tune to tiine during the financial year, which comprises the Balance Sheet as ot 30 June 2010, and
income Statement and Staternent of Camgrehensive Incoine, Statement of Changes in Equity and Cash Flow Staternent for the year
ended on that date, a descrniption of significant accounting policies and other explanatory Notes 110 34 and the Directors’ Declaration
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> Independent Auditor's Report
TO THE MEMBERS OF ONESTEEL LIMITED
Report on the financial report

Directors’ responsibility for the financial report

The Directors of OnaSteel Limited are respansible for the preparation and fair presentation of the financial report i accmdance
with Australian Accounting Stardards (including the Australian Accounting Interpretalinnsy and the Corporations Act 2QGt

This responsivility includes establishing and rnaintaiming internal control relevant to the preparalion and lan presentation of

the financial report that is free from material misstatement, whather due to frand or e11a1; selecting and 3pplying appropriate
Jccounting policies: and making accouniting estimates that are reasenstle i the circumstances. In Ncte 1a). the Directors also
state, i accordance with Austialian Accounting Standard AASB 101 Presentation of Financisl Statemnents, that the financial repait,
comprising the financial statements and nates. complies with International Finanaial Reporting Standards.

Auditer’s responsibility

Qui responsibility 18 to express an opmaon on the financial report based on our aadit. We conducted onr audit in accerdance with
Austialian Aurd:ting Standards. These Anditing Standards require that we comply vaith relevant ethical requireinents celating to
Audit engagemants and plan and perform the audit to obtan reasonable assurance whether the financial report is tree from
material misstatement

Argudit mvolves perfornning procedires to ebtam audit evidence gbout the amourts and disclosures in the financial 1eport. The
procedures selected depend on the auditor's jJudgement, ncluding the assessment of the risks ot matertal nisst tement of the
financial repart, whether due to fraud o ercor Inmakinag those tisk assessmetits, the auditor considenrs internal control relevant to
the entity’s preparation and fair presentation of the hinancial repoit i crder to design audit procedures that are appiropniate n the
circumstances, but not for the purpose of expressing an opimion on the effectiveness of the enhity’s nternal control An audit alss
ncludes evaluating the appropniateness of accounting policies used and the 12asonableness of avcourting estimates made Ly the
DNirectors. as well as evalnating the overall pre<antation of the financial repost

We performed the procedures to assess whether m all matensl respects the financiat 1eport presents fairly, i accordance with the
Corporations Act 2001 and Australian Acceunting Standards (including the Austialian Accounting inferpretations), a view which s
consistent with aur inderstanding of the Group's tinanaral position and of ts performance.

We helieve that the audit evidence we have obtained is sufficient and appropriste te provide 3 basis for our audit apinion.

Independence
In conducting onr audit, we have complied with the independence requireinents of the Corporations Act 2001

Auditor’s opinion
In our epimon
1a) the tinancial tepart of the Gioup s in accordance with the Corporations Act 2001, includring
(Y giving a true and fan view of the Group's tinancial position as at 30 June 2610 and of its performance for the year ended on
that date. and
iy complying with Australian Accounting Standards (inctuding the Australian Accounting literpretations) and the Corporations
Requlations 2001
(b} the hinanuial report also complies with International Financial Reporting Standards as disclosed n Note 1

Report on the Remuneration Report

We have audited the Remuneration Repoit included in pages St te 60 of the Dnectors' Report for the year ended 30 June 2010,
The Directors of the Company are responsible tor the preparation and presentation of the Remuneration Repart in accoidance
with section 30CA of the Corparations Act 2005 Qur responsibility is to express an opinion on the Remuner ation Report, based
on our audit conducted v accordance with auditing standards.

Auditor's oplaion
In our vpinion, the Remuneration Report of OneSteel Limited for the year ended 30 June 2010, complies with Section 3004 of the
Corporations Act 2001

KPrmir @“J;j“"' '

KPMG David Rogers
Partner

Sydney
17 August 2010
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Shareholder Information

SHAREHOLDER INFORMATION AS AT 17 SEPTEMBER 2010

CneSteel Limited has 104,699 shareholders holding 1,.331,704.207 fully paid ordinary shares. The company's constitution specifies

the general tenns vath respect toissued share capital and variation «f rights

Range of holders

RANGE hOLDERS SECLAITIES % OF ISSUED CAFITAL
1-1.0600 42.675 21.299.634 160
1.001 - 5,000 43,035 107,498,351 755
2,001 - 10,000 16,583 76.726.606 576
10.001 - 100.0G0 814 173541725 1303
100.001 - «999999.999 265 $59.637.691 72.06
Total 104,699 1,331704.207 10000
Top 20 hoiders
KANK HOLCER SECURITIES % OF SECURITIES
HI5C CLSTODY NOM NTESLALSTRAL A): IMITED 22587540 EAL
2 J P MORGAN NOM NEES ALSTRALIA LIMITZD 202.309.37¢ '5.64
: NAT-ONA. NOMNFES iMITED i85562.287 1393
4. CITICCRZ NOVINEES PTY 17D 77340 376 Sty
< CITICOR® AOVINEES PTY L MITED 0,416.905 rla
[ COGENT NOMINEES PTY _iv TED 7452038 2.6
B ANDLEE LIMITED RN ERNFS 13
8. ANZ NOMNIISLIMITED 1£.072.66% 113
2 IV SHARE PLANS 27Y1T) 2067193 2AT
‘0. UBS NOMINEES FTY LTD 3789142 G.5H6
it RAY_0D.JINVESTMENTS PTY LTD 865672 065
17, CUFENSLAND INVESTMENT CORPORATION B.496.480 54
135 CEVERTON COWNS PTV LIL 197193C 0.€0
14, CCOGENT NOMINEES PTY LIMITED 7.820.962 0,59
. TP SHARE PLANSPTY LTC ¢.336157

B JP MORGAN NOMINFES AUSTRALIA L:MITED $5.433.87°

17 ARG() NVESTMEMNTS L MITED 209

18, PANDA INVESTMEN: Stv-C)PTY LTD 502 0.28
19, BCAD STREZT CUSTODIANS LIMITED 3833847 (e
70 3RITANGF PTY LTC 2997283 0.22
“utal Top 20 nolders 367,055,048 651

Holders of an unmarketable parcel
There were 3,531 holders with less than a imarketable parcel of 164 securities

ASX listing
OneSteel Limited listed on ASX on 23 October 2000. The conpany’s fully paid orditary securities are quated ou the Australian
Securities Exchange under tssuer Cade OST

Substantial holders
Substantial shareholders, as defined by the Corporations Act as at 17 September 2010 were.

Holder Number of securities:
1 BlackRock Investinent Management (Australia) Limited 66,791,846
2. Commonwealth Bank of Australia Linited 92,395,799

Unguoted equity securities
As at 21 September 2010, 40,000 fully vested options 1emain unexercised. The exercise price is $1.0434

The options expire on 21 Recember 2010. The pptions were issued under the OneSteel Execulive Option Plan.




Shareholder Information

SHAREHOLDER INFORMATION AS AT 17 SEPTEMBER 2010

OneStcel Limited has 104,699 sharehwlders halding 1.331.704,207 (ully paid ordinary shares. The company’s constitution specities
the general tenins vith respact to issued share r.apital and vaniation of rights.

Rangqe of holders

RANGE HOLDERS SECURITIES b OF ISSUED CAPITAL
1- 1000 42,675 21,299,634 1€0
1001 - 8,660 43,035 100,498,351 755
5.0G1 - 156,000 10,583 76,726,606 576
10.001 - 100.000 8.141 173,541,725 13.03
100,00t - 9.999.999.999 265 959,637.891 72.06
Tolal 104,699 1.331,704,207 100.00

Top 20 holders

RANS AOLD:R SECURITIES “ 0F SECURITIZS
1 HSHC CUSTODY NOMINEES (ALUSTRALIAY LIMITED 221,687,540 16.6S
2 J P MORGAN NOMINEES AUISTRALIA LIMITED 208,309,375 15.64
3 MATIONAL NOMINEES LIMITED 185,562.587 1393
4 CITICOR? NOMINEES PTY LTD 77140379 579
5 C'TICCKP NOM:NEES PTY LIMITED 36516905 274
6. CCCENTNCMNEESPTY LIMITFD 21463088 205
7 AMP UL L'MITED 15103012 13
8 ANZ NOMINEES LIMITED 15,072.663 13
3 CPU SHARE PLANS PTY LTD 8.957193 0.67
10.  UBS MOMINEES PTY LTD 8789192 0.66
. RAYLOUINVESTMENTS PTY LTD 8.686.072 0.65
12, QUEENSLAND INVESTMENT COKPCRATION 8.496.486 0.64
13, LEVERTOMDOWNS PTY LTD 7977930 060
14, COGENT NOMINEES PTY LIMITED 1.8%0962 0.59
15, CPUSHARE PLANS PTY LTD 6.836.197 0.51
16, JP MORGAN NOMINEES AUSTRALIA LIMITED 6.433.821 0.48
17, ARGO INVESTMENTS LIMITED 5779109 0.43
18.  PANDA INVESTMENTS(VIC} PTY LTD 3.722.602 0.28
1. 3OND STREET CUUSTODIANS LIMITED 3633647 0.27
20 BRITANGEPTY LTD 2.987.288 0.22
Totar Tep 20 helders 867.036.048 6511

Holders of an unmarketable parcel
There were 3,531 holders with less than a marketable parcel of 164 secuiities.

ASX listing
OneSteel Linnted listed on ASX on 23 October 2000, The company’s fully paid ordinary securities are quoted on the Australian
Securities Exchange under Issuer Code OST.

Substantial holders
Substantial shareholders, as defined by the Corporations Act as at 17 September 2010 were:

Holder: Number of securities:
1. BlackRock Investment Management (Australia) Limited 66,791,846
2. Commonwealth Rank of Australia Limited 92,895,799

Unquoted equity securitias
As at 21 September 2010, 40,000 [ully vested options remain unexercised. The exertise price is $1.0434.

The aptions expire on 21 December 2010, The options were issued under the OneSteel Executive Option Plan.
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SHAREHOLDER INFORMATION (continued)
Dividends

OneSteel Limited's dividend information
can be located in the Shareholder
Communication Policy located on

nur website,

Dividend Reinvestment Plan
OneSteel Limited's Dividend
Reinvestment Plan (DRP) is availatte to
shareholders with a registered address
in Australia or New Zealand To view
OneSteel's Dividend Reinvestment Plan
Palicy, visit ow websile.

Buy backs
There are no current on-inarkel
buy-backs m operation.

Spinout of OneSteel Limited - Capital
Gains Tax cost base infarmation

The cost base for Australian Capital
Gaing Tax purposes ol OneSteel shares
acquired undér the fully paid scheme
upan spinout from BHP in October 2000
aquals $2.64 per share Thereisa
corresponding reduction n the cost base
of BHP shares of 50.66 per share, heing
$2.64/4 (1 for A issuer

Visit our website Lo view the tax
inplications section of the BHF Scheme
Booklet

PUBLIC FILE <3

For more information, visit the ATO
wiebsite (www.ato.gov.am or talk to your
ovin financial adviser

Smorgon Steel Group Limited Scheme
of Arrangement - information for
tormer Smorqon Steel Group Limited
shareholders

The ATO has issued a class ruling for
shateholders of Stnargon Steel Group
Lunited at the time of the merger with
OneSteel Litnited in August 2007 The
document provides instructions that will
enable specified individual shareholders
to determine the income tax obligations
arising from the merger and to npdate
Capital Gains Tax records. Visit cur
website to view the class ruling

For further mformation, please visit the
AT0 website (www.ato gov.aul o talk to
ynui own financial adviser,
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Statistical Summary <

FINANCIAL RATIOS
Year ended 30 June 2010

%
CHANGE
FYO!
ExcL Mo
pROv 10
sm) Y0 FYO9 Y08 FYOT  FYOE FY05 ryoa® FYCY 1Y0Z FROFORMA FY09
52045 1245 74323 43006 10CH86 3985 12592 30408 29050 25317 14 386,
6.2 &2 €S 229 90 a5 m %5 208 g 1€ By
$2609 73078 14848 41345 4006 28T 22393 G 29845 292 <14 24y)
Gress prohit 1.2340 15875 15812 8312 w7 BIO 3426 o262 52€4 1895 22 Ne)
EBITL 2 - underiyng 8114 L2 2077 a4l 3947 mn 242 3076 2840 20245
Cepreciation anc amortisation 2039 1995 (1939 942 1940 (979 87Th 865)  842) (B2 22%
EBIT - undensing 37 a7 &28 3399 3027 296 an 240 156.8 ngs (0B
FInance Costs. 18920 ar22y (%95 S5 467, 8160 1922) 445 e ) 1618) A5 2%.
Prol.t telore tar - uncedyirg 3245 2855 453.2 2845 2450 2266 Q49 1766 nwa %o 128y
Tar vapénse - undeflying 816) »an 1280) Jan &8 554y [EXER 3 X0 azn 27 2
Prodic alter tas ~ unoeriying 2429 2254 2s2 2094 1852 1704 e 3 134 445 g%
Minor ity ntarests @2n aon 102) aey  ure ars) az 9%) (78 59 (772
Nat profil after tax = undertying 2406 2152 nso 224 me 1571 1291 nse %0 11 nees
Kon-trading items. nét of [ 178 1u2 aon 25 159 o7 a2 LIl ne.e dS0) TS A%
hat protit after tax - statulcry 2584 2295 2449 270 875 2023 279 340 47 26 17 &%
Totai assKs 70677 69313 295 215695 ke ynen 02 25773 25820 2n08 1%
Inveriory 14330 1.2399 12989 82560 %89 8387 10496 SN0 5741 5402 1€ o8
Total atuiites. 25750 25956 18421 19095 16372 16988 1298 12920 1LT59.4 1594 4 {08%w)
Funas empioyed 54564 55602 53764 24198 2104 20335 20423 19552 19342 204696 11 AA%)
Total equity 44927 462 14293 16500 15016 138813 13724 1.2850 12226 ez 36%
Het oedt * 9637 12239 19472 698 6388 6452 5690 8702 TMé 9524 (2130
Net dedt * ~¢r heogng} 10C6.5 13652 20808 924 $45.3 4690 BI02 me 9534 23 Wy
Number 0° $nates ON rsue (rallicns) 13035 13222 82 724 Sl 2 560 8 5549 5449 s186 4602 C %%
Ograting cash fiow o021 3880 808 765 2508 2159 168.3 517 ¥?6 296G S5k
Free cash low - underlymg 1800 1812 253 574 2024 62 0As
Froe cash tiow 4289 1804 a9 @1 164 439 19%.2 28 208 7%
<apital and iMvesiment erpenciture 2068 1909 24750 %05 2274 1514 1309 w08 108 4
Return cn assets % - underiying < 9% 65% 849 101%  97% 86% 3% 4%
Return cn 9Guity 85 - urderlying 5 %% 570 949 1343 1289% 959% 39%
Return =0 £.033 emel0 20 %5 (RCFE) - LA ang 78% 849 113% 150% 195% nove ST
Suies Marg.n - Ukl ging 619 54% 82 19% 768 729 5%
Gross profit marqin - underhing 199% 219% 226% LA B9% ©97% 205% 18 6%
Earnings per snarg 1ents) - y@ar end - unoeriing (2] %0 2495 03 232 08 51
EArNINGS PeC Share (CNTS) — wéIGht9d 2+#1aQe - UNGeTIING 182 349 3a7 1S 196 173
£arn.ngs per Share icents) - weiohted average * statutory X3 m 263 "3 232 173
Civ.gends per share (certs) no 25 ns 170 20 no €0
Div 00rd D8 /Gut ralIC = LCer yinG 60 8% <9 6569  Soli 51 4% 82 6% 22
Divicdend pa sout ratio = statutor ¢ 6 6% 718 65d%  SI5% S19% 8379 16 52
Geannyg - ancl heaging) 1ot dRDUNN GRDL * equdy)® 18 3% 178% 38% N6k 328%  343% 8% 48Ny
a11NG - S1atULor y (N ARD1/Net CRDIE + aquits)® 3624 NeHN 298% 328% 381% 387% 4619y
Interest cover ctunes EBITOA) H 78 70 7 &9 46 33
Interest Cover Nt CADILAISQT InLerest (LIMs) 48 81 55 7.4 66 45 33
Net 1anGOHe 433et3 Der SNare ($) B 240 216 193 177 169 181
Empioyees nos n.erg 7526 1527 7212 7054 4989 2319
Sa1es rer @MLIoy ¢ :$0003) 852 437 <n $32 A5) 434 46 387
Raw 31e¢l production (mo) 215 202 267 1 163 162 162 158 144
Steel tonnes despatehed (mi) 275 275 ER) . 228 2K 222 28 213

The financiat information presented tor the years 2001 - 2004 has been presenied under previous AGAAP and has not been restated under
Intarnational Financial Regorting Standards (IFRS), The nature of the main adjustments io make the 'nformation comoply with IFRS in¢clude

recognition of add:itional provisiors relating to renatr:itation anc make good ard detined benefit obligations,

restatement of deferred tax balances using the balance sheei method,
consolidation of the employee share plan trust, and

recogniion of derivative financial instruments on balance sheet at fair value and application of hedge accounting.
Note that the underlying earnings presented for the years 2001 - 2004 has been acjusted to exclude goodwill amortisation.

FY10 unoe*IyING 1Qsulls are 5410r@ [Ne IMPA<t of 2Qal CLAIMS, 8CCQ.0141d TRETCIALION. r@SIrLCtur 3G ACTivities. L8 CONSONTALION And 0ver Provisians of (a1 £riot vaars of
S1789 mraion after tas

FYO9 undertying results are belore tne IMpact of restructufing aciimties, La« CONSOBAAIION and over Provisions of Las i pAOr years of $14 2 millon aftes tay.

F (OB unaeflying resulls are before the IMpact ¢f (estruciuring Costs Ana IMEAI ANt of PUNT 3G EQUIDMENE 3330C1ILed with [he INLEQration of the Smorgon Stael Group and
Australian Tube Nills busingsses of $70 I MIEon net of tax, These statistics INCuo? (Ne resulls of the SMorgon Steel Group Linuted from 20 August 2007 only.

FYO? unoery:ng resulls eiciuoe the IMmpact of the ocrecogminion of delerred tay hatiities of 59 5 milon.

FY04 un0eflying resulls eciuce the tar benefit of SISQ Million ari3iINg Irom aAUSIMENTs [0 4 CONSOIKIALION values.

FYDS unceflying resulls ¢rcluce [he benefit reiating Lo tNe reversdl of IMpaIrMant 1933 0n transition to AIFRS of $49 7 Tillon after tax.

FYO4 un3or1yIng resulls @xCluc9 the tas DAnetis f $19.8 miinion arsing from OneSteel’s entry INto the Lax CONSOIAALION reg:me

ROl DL UNGET PrevioLG AGA AP has DO SRusied [0 InCILGE SCUNTISAlIon whih was previously ¢lassified a3 off-Dalanke sheet

InCluges [y impact of Cross currency swaps Mogng (01N Currendy deNOMNated dedt

w o~
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Resources Statement

Ore Reserves and Mineral Resources

The infarmation in this report That relates toa the explaration results, mineral reserves and ore resources is based an information
compiled by Paul Leevers who is 3 member of the Austratian Institute an Mining and Metallurgy.

Mr Leevers is a full time employ<e of the campany and has sullicient experience which is relevant to the style of mineralisation
and typa of deposit under consideration and to the activity which he 1s urdlertaking to qualify as a Cornpetent Ferson as deflined in
the 2004 Edition of the “Australasian Code for Reporting of Exploration Results. Mineral Rescurces and Ore Reserves”. Mi Leevers
consents to the nclusion in the 1epart of the matters based on his information 1 the form and context in which il appears
Additional hematite reserves have been included based on the results of the exploration and extensinn drilling carried ant at the
Iron Duchess, lron Manarch and fron Princess during financial vear ended 30 June 2010. 6.8Mt includad from the lton Princess
area is subject 10 Aboriginat Heritage Clearance. This matter is currently under consideration by the relevant State Minister.

Total Magnetite Ore Reserves reinain unchanged from 30 June 2009 despite continued mining due to inclusion of previously
nined stocks scheduled for depletion during the Life of Mine.

OreSteel has reviewed all pieviously mined areas and 1s furthenng exploratinn activity to establish the potential te furthe:
ncrease hematite reserves. OnaSteel holds an expioration tease that extends from lion Knob inthe Noirth te ion Cuke in the
South that covers an area of signifrcant mineralisation

All Resource and Reserve figuies represent estimates as al 30 June 2010, untess other wise stated. Rounding of tonnes ond grade
information may result in small differences presented in the totals.

WHYALLA (MIDDLEBACK RANGE) HEMATITE RESERVES AS AT 30 JUNE 2010  AS AT 30 JUNE 2009
ORISTLEL COMPETENT
CATEGORY PRUYED ORE RESZRVE PROEARLE ORE S{SERVE TOTAL DR KEsE VLS TOTAL CRE RESIAVES WIGEST  PERSOY
Kons  FEGRALE v oTeRs  fCeRant N Towes Lot v
CRETIPE i 5 e uny [\l o ) Rl wn) v ool .
Totat Hematte 120 A4 009 12 407 009 462 us 009 128 a5 008 100 P Leevers
Quantity  Goethite.
Limonite.
inor
magnetze
WHYALLA (MIDDLEBACK RANGE) MAGNETITE RESERVES AS AT 30 JUNE 2010  AS AT 30 JUNE 2009
OHESTEEL COUPEIENT
C(ATEGORY PROVED ORE RESERVE PROBASLE ORT RTSERVE TOTAL ORE RESERYES TOTAL ORE RESERVES INTEREST PERSON
Teones 0P Grage Tores B Toonas o1t wade Tonnes O Gage
REITH wm %) wm} o0 ) * vy 9 i
Total Magnetite 384 245 as0 395 834 409 812 424 100 P Leevers

Quartity
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Mineral Resources
The table below shows OneSteel’s in-situ resource base adjacent to existing operations at a cut-off grade of Fe 50% and Si02 <20%.
The Totat Mineral Resource includes all resources, including those used to derive Ore Reserves

Mineral Resources that have not been used for estination of Ore Reserves are shown separately.

AS AT 30
WHYALLA (MIDDLEBACK RANGE) HEMATITE RESOURCES JUNE 2010 AS AT 30 JUNE 2009
CHESTEEL  COMPETENT
CRTEGORY WEASURED RESOURCES NOKATED RESDURCES INFERRED RESOUSCES HTAL RESOLRLES 2010 TOTAL FESOURTES 2009 INTEREST X RN
Tomes T2 5ean Fane: e Grace Tonna i Gaase Ternes foiaade Kenas
nn ) w) -m *) [ty o m ) m "
Total Hematite. ®0 &% 569 59.7 an 559 wo 590 98 592 0O P Leevers
Quantty  Garte .
Ouantizy 55 620 W? 584 28 s54 544 570 528 566 0O P Lleevers
escluced
from Cre
Fetervas
nagretite
AS AT 30
WHYALLA (MIDDLEBACK RANGE) MAGNETITE RESOURCES JUNE 2010 AS AT 30 JUNE 2009
ONESTEEL  QUPEIENT
{ATEGORY WEASURED RESOURCES INDKCATED RESOLRCES HEERRED RESOURCES TOTAL RESGLRIES 2010 TOTAL RESOURCES 2009 MIEREST PERSON
Toones ™ Tonnes e Geage cones o e Toneas foGrade Toenes [ -
e v o s ) m o~ w) Rl am : “
‘otal Magnotiie au 108 a7 301 151 a4 2389 w5 2342 200 100 Fleavers
Quanty
Quantizy  Magnetite 70 400 74 389 nzz e 1555 380 1502 08 100 PLeeen
erciuoed
trom Ore
Rosorves

OneSteel - Iron Baron and South Middleback Range Ore Beneficiation Stockpiles

These are resources currently held in histarically built stockpites that will be benehiciated to yield usable ore.

Ore Beneficiation commenced in the 2005 financial year and draws feed from current shining activities and the

Ore Beneficiation Stockpiles

Ore suilable for beneficiation is constantly being added to Stockpiles at the mining operations due ta 1ecovery of resource outside
of declared reserve.

Beneficiation Stockpile tonnes have reduced slightly due te additions to these stockpiles and depletion due to processing by the Ore
Beneficiation Plant

The Ore Beneficiation Stockpiles with a mean estimated grade exceeding 45% Fe that can be beneficiated to neet current export
grade specifications comprise the Mineral Resources in the following table. Tonnes are reported before considering beneficiation
yield. and grades are reported uncalcined. The estiinates are valid as at 30 June 2010

AS AT 30
ONESTEEL ORE BENEFICIATION STOCKPILES JUNE 2010 AS AT 30 JUNE 2009
ONESTEEL  COMPETENT
CATEGORY MEASURED RESOURCES INDICATED RESOURCES iNFERRED RESOURCES TOTAL RESQUSCES 20C TOSAL RESOURCES 2003 INTEREST PERSON
Toones feGrade kenes fo Grade kenes Fo raoe Tonney Felaate kenes. FeGrace
e wren) ¥ AWty i ey wray, e *
Total 40 541 52 s21) 07 542 "9 537 25 539 100 PlLeevers

Quantity

-
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> Glossary

The Company = OneSteel _ mites 3ndler

1S Subsidianes, &5 tre entext 3dmis Also
referrcote

The Group - Cn2Steei Linuted arc/arits
3UDS 4h3712, context aomits. Alss

s lorg whith 1 C3eq to prosuse © o0

Blast furnace - furnace u3sG o

1"CN IR At £I1g 10N,
Corporatlons Act = Corporations Act
J20061(Cth;

angzib e
Despatches - “err y3:d for total fcnaes
OIS 8 rr3reets

Electric Arc Furnace = “1-nsce used o
covert 3 stesl pie molten sif

Hematite = An 1o~ oxide witn the crerrital
forrns te QL

Integrated steelworks = A= intesrated
<leeiwoiks usas Dlast f0r1 sce 3nI LIS ¢

Lost Time Injury Frequency Rate -
Al mezcurs of 33tet
—1—rl F1an0s A0St e njury 1s ef
pary wk o s att butable 1o 2 warkplacs
raident ad whiza resullz noat least one
Pall<h‘bel work te rg a8t at sime tive
LrCT NeCcessarily Mitedately) afiin the sht
Jorgwhich?

Lokt tmenay frequency ry
Auraber ¢f 1050t mearpac-es per M II
weTher are v < :ated as fallowes: lost
tmewrjury frequancy rats equals nuirber of
1O3E 1@ 11 LEIS per Fepring penoe mes
o nuhon, divided By GLrs wirked per
fepeting pned.

Magnetite = An ran dade with tae
cherical formula fe O

Medical Treatment Injury Frequency
Rate - A <tatistcal measura of safaty
petformanse,

A maegicalingury 1s an njury whe
2thibtaz e 10 3 workplacs oent, requires
meg¢ia -2atment { ntluding restriztec
work} 3¢ results in less than 3 ‘ul siv‘t o
work be r g lost. Injuries whchresult1n 3t
least cne ful shift of work beirg ost are
classifies @5 105t tir e injur:es (refe” abeve)

The medical tizatment injucy frequercy
rate s N2 number cf medical lreatment
1JUrEs per Mull-on hours workec and 15
:aiculated as follows: medical t-eatment
1a;ury frequency rate €qua-s rumper of
medicai ireatment 1auries per reporting
penod imes one million, civigec by hours
workes per reparting peinod.

Non-CIS ~ Ia the context of prices tor
As13n 1mports of hot rolled co 11t refers
o product not saurced Fom the region
previously known as the Soviet Union

Ore -~ Mineral b23og *
Ore Reserve - R-pres
econom < 3ily frasible t2 mne.
Ore Resource - Ra‘ers 1o e otal

Sre by,

Pellet plant = The pel £t ¢lzrt 13kes fon
e and arocufes natd bislls 3 on Cre 1Ft
<3 ke fecinte 172 tlast ‘urnace.

Plate = La-ge fizt s2tons o stzel usad

for the aranuiactare of 131 a8 prossuss
vessels aic.

Platts - G-cbal provide ' snerqy

30d metals nfoiration 313 soercs ot
denchra k Crice 3¢ nnls e e
2veCal eneiay m3tkels,

. TErily

Production = Term yved ¢ g2fing
annss prcuced o oart cuiar producl.

Raw steel - Riw 3!€211¢ D'OCUCTC
Wayalia SlecrwOrks 30 ths Sydaey
M|I| and s 23t ntbe form of tilist, Do

HERRNZ]]
Reinforcing steel -
onciete

Rod and bar = Roc¢ ang £as 1g 32~ arshed
prodaact (rat can be ased for further vales
3YGed D eduLets ST as wire Tenforing
QIrding mecia, Posls etc

3

enferc ng

tee,

NG 15 37
eadent pubigher that provices rdws

and INOrea st on to the Giopzl stel ndustiy.
Scope 1 = Di-ecl erseisng gen:
Emsaons thatare tre e ave ¢
ml)~||'-P'I(; as

gresrhouse 3aees to L

d.rect resu't of sn achivily, or $2nes ol
a-hvities nzlading 30Crlaty achivit-es) 1t
©rstituts e 1ac ity.

Scope 2 ~ ciec: eSS ors qererated.
Lmissiens that are the relzase of
greenhaase gases ato the strr ssrhere 15 3
direct rescit ¢f ane ar mote activities that
genaiate zlectncity, 1e3t1g, cothirg or
sleart that 1s consumeg by the faciiy but
ac ot farmpart 5f the faciity

Sheet and coil = Stect arc <or' 13
pararased f-0rn cutsids steer 2raducers are
processed and distribut=d by Cnedteer cr
used n the nanufaciure of pipe and Lubs.
Slab - Slab s a 5eC1100 of Cast size-

usud ly 25Cmp it and detwee 1 H00 ard
1800Mm w.de ang 122 Meties 1on3

Steel & Tube NZ - Steel & Tubs
Lo fed andfon it $a031137158, 2
context 3 Tty

Structural steel = Largs steel sechions
uzec to: frames for aaldimgs, factories,
Lricges ard sthar mfrastract
Tex Report - A da'ly newsdape: pyubl shed
10 Japar that reports news 0 trags i steer
procacls, o3l 3nc ok, 1'TN Oré, JIQIrCn
and ferrous <crap aro ferro-alloys
Townswater - Water withdrawn {rom a
chimate sensitive scurce that provides waier
to reg onal and urdan populaiions.
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ABBREVIATIONS
ABS - Aastralisn By
ARC - australizn
ASIC - Ayst:aliar ¢
Investments Commiss
ASX = Austizlan Secantizs Lxchange
ATM = Auctighar Tabe Mil s
AUD - A et 337 Dolis:
C&F ~ et ang fraignt. as us=din
anal ta wscenhiacts to sigrafy that
<€l2° Mgt pay the £t 3ad fraght
re.gt3ary e btnng gocas fc a pori of
cestniran

= Cartan i
CPI = Corsume-
OMTU - Dry Met-xc
DRP - Sividenc Remves
EAF -t =cing Arg “ure

uof Staustics
a‘arang Corrpany
unit.es 31

on

nee

£rieinds

‘orne st
tment Pran

EBIT =t ar:nngs Sefome nrerect and Tix
EBITDA - Ez'miras Befcrz Interest, Tax,
Jeprec 1nar and Anortcatian

EPA - Envireniment Frotzcticn Autherity
ETS ~ £missionce Trgeing Scneme
FOB - F-ce OnBoa~z.ms

aring the celler

ausuit es 1ne (957 ¢f Nav rg goas paskzged
and resdy for corpragnt from tae aqra o
ces gnated FC2 pynt. The puyer yssumes

the cnslts and “1sks ‘ram the FOB ot

GFC - Cizbal “inar:

GM - Genera:

GST - Gaocs and Seiv tes Taa

HRC - Hotro led ¢l

iSO 31000:2009 - Risk mansgemert

s:ar-dal: - eragin.es 8¢ QUICE,

epar:d Ty Joint Stancards Aust'a ra/

lsn-dams New Zezland Zommittee K-G0/

to sunarceds AS/NZS 4350:2CC4

IS0 9001/9002 - Glonal qualty

management stadard

JORC Code = Th=1 Australasiar Coge

‘er Reperting ot Minesal Rescuries ang

Ore Rewerves

MRRT - Minera Resom e Rent Tax

MT = Million tcrnes

MTPA - Milion tonns

NPAT = Ne: Protit Arter Tax and Mingrities

NZ - New Zea-and

OHS = Occupatizna Health and Safely

OST = OneSteel Limitey

RSPT - Resau-ce Saper Prohits Tax

TSR - Total Sharenolder Return

UK - Uited Kingdora

USA - Usited States <f Am=rica

13 Crises
M3rage

per annere
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ACN 004 410 833
ABN 63004 410833

DIRECTORS

Mr Peter |} Smedley (Chairnan)
Mr Laurence G Cox, AO

Mr R Bryan Davis

Dr Eileen I Doyle

Mr Colin R Galbraith, AM

Mr Peter G Nankervis

Mr Geoltrey ) Plunmer

Mi Dean A Pritchaid

My Graham J Stmorqon

Ms Rosemary Warnock (appoinled 1 September 2010)

COMPANY SECRETARY
Ms Kara L Nicholls

REGISTERED OFFICE AND PRINCIPAL PLACE OF BUSINESS

¢/- Company Secretary, OneSteel Linmited
Level 40, 249 George Street
Sydney NSW 2000 Australa

Telephione +612 9229 6G66H
Facsitnile: +61 2 9251 3042

internet: www.onesteel.com

SHARE REGISTRY

Computershare Investor Services Pty Limited
GFO Box 2975

Metbourne VIC 3001 Australia

Telephone: 1300 364 787 or +61 3 9415 4026
Facsitmile +613 9473 2500

Email: enesteelsharer egisti y®computaishare.com. au

Internet: www.computershare.coin

EXTERNAL AUDITOR
KPMG

AUSTRALIAN SECURITIES EXCHANGE LISTING

OneSteel Limited isted on the Australian Securities Exchange on 23 October 2000

under Issuer Code OST

ANNUAL REPORT

The 2010 Annual Report is available on the OneSteel website www.onesteel.com,
by calling +612 9239 6666 or enailing investarenquiries@onesteel.com
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CALENDAR OF FINANCIAL EVENTS
15 November 2010
Annual General Meetiny

31 December 2010
End of lirst half of hnancial year

22 February 2011

Half year results and internn dividend
announced

OST securities quoted un a cum basis for
mtenim dividend

25 February 2011

0ST securities quoted on an ex basis for
interim dividend

3 March 2011

interim dividend - Record date

L.ast day tor sharehotders to «lect

to participate in the Dividend
Reimvestment Plan tor interin dividend
Last day for shareholders to advise
Computershare of their TFN for H
intenim dividend '

14 April 2011
Intesimn dividend - Payinent date

30 June 2011
End of financial yea

16 August 2011

Full year results and finat dividend
announced \

0OST securities quoted on a cum basis
for tinal dividens
19 August 2011

OST securities quoted on an ex basis
for lingl dividend

25 August 2011
Final dividend - Recoid date

Last day for sharehalders to elect
to paiticipate in the Dividend
Reinvestment Plan for final dividend

Last day for shareholders to advise
Computershare of their TEN [0
final dividend

13 October 2011

Final dividend - Payiment date
Annual Report and Notice of
Meeting dispatched

21 November 2011
Annual General Meeting
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