


WATER MANAGEMENT

Water management,
a key issue for
Sustainable Development

Improving water management is a priority for Vallourec. Our plants Water consumption by Vallourec plants
are making progress in the areas of recycling, rainwater recovery
and effluent quality.

14000000 4300
Group’s plants. It is mainly used for:
. . . 12000000 - 1250
- Cooling hot-rolling equipment
- Heat-treating tubes 10000000 200
- Cooling furnaces and equipment used in the cold process
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Water consumption 2000000 [ 1050
Vallourec has improved regularly in terms of water consumption in

recent years. More extensive recycling has resulted in a 40% reduction 0

in water consumption over the last seven years, from 2.71 m? per tonne
of processed product in 2002 to 1.62 m? per tonne in 2008.

2002 2003 2004 2005 2006 2006* 2007 2008
@ Water consumption (ms3/tonne processed)
B water consumption (ms)

2006* = Pro-Format 2006
Utilisation of 2006 perimeter - disposals (VPE, Cerec, Zeithain) for 2006 consolidation.

V & M Changhzou
Reduced water consumption

In 2008, V & M Changzhou set up a continuous improvement team
to focus on environmental protection, with particular emphasis
on reducing water consumption. This CIT was able to reduce
consumption by 50%. One of the more innovative solutions involved
stocking the plant’s water ponds with a particular species of fish that

keep the water clean, as a result of which it was no longer necessary
to drain them each week, as had previously been the case.
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WATER MANAGEMENT

Effluent

Successive recycling operations also help to reduce effluent

discharges.

Industrial water is discharged:

- Into the municipal sewer system. The waste water is therefore
processed at the municipal water treatment plant - this is the case,
for example, for the V & M Star plant in Youngstown (United States),
the V & M Do Brasil facility in Barreiro, V & M Deutschland’s plant
in Mulheim (Germany) and the Valtimet site in Venarey Les Laumes
(France). The aim is to reduce the volumes discharged and ensure
that the effluent is of constant composition and quality.

- Into the natural environment, after processing at a treatment station
operated by the plant: in such cases, the effluent quality is subject
to specific quality standards. This situation applies to most of the
French plants and the V & M Deutschland site in Rath (Germany).

Our plants are working towards a zero-discharge situation by using
clean technologies to reduce and recycle waste water; this will make
it possible to:

- Further decrease water consumption

- Reduce the quantity of pollutants discharged into the environment.

Restoration of the water circulation and
sewer systems at the Rath plant

The condition of the water system at the Rath plant, which features
around 33 km of pipes, had deteriorated to a critical level. Work to
totally restore these pipe systems began in 2008, and is scheduled
to continue in 2009 and 2010, with the aim of:

- Preventing water leaks

- Preventing soil pollution

- Ensuring compliance with statutory requirements.

In particular, the most heavily-used sections were covered with a
special plastic liner.
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Water discharges by Vallourec plants
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WATER MANAGEMENT

Effluent quality
In France

In France, the quality of effluent is regularly checked and monitored by
independent authorities (DRIRE). The requirements, which are based on
the various legal texts, are generally specified in the operating licences
issued by Prefects.

This monitoring mainly focuses on the following parameters:
- Chemical oxygen demand (COD)

- Suspended solids (SS)

- Total hydrocarbon content (THC)

- Metals (primarily iron, zinc, chromium and nickel).

The volumes of pollutants contained in Vallourec’s effluent have
remained stable and are well within the permitted limits -
Appendix “Quantified Results”.

Characteristics of clean industrial water
Industrial waste water contains a number of substances that can affect the environment in different ways and to very different extents.
A simple classification is shown below:

Monitored parameter Meaning Substances concerned Environmental impact

COD Chemical oxygen Oxidizable metals and most Living organisms in rivers need the oxygen dissolved in water in order to grow.
demand organic matter The COD measures the propensity of certain pollutants in effluent to deplete
these oxygen resources.
BOD5 Biochemical oxygen  Biodegradable organic matter ~ Organic matter consumes dissolved oxygen
demand over five
days
SS Suspended solids All particles larger than Clouds the water and depletes the oxygen dissolved in it
approximately 1/1000*
of a millimetre
Total metals Total amount Iron, nickel, zinc, chromium, Toxic to living organisms (bioaccumulation)

of metals dissolved
in the water

manganese, etc.

Total nitrogen
and total phosphor

Nitrogen and
phosphor containing
pollutants

Nitrogen and phosphor based
chemical compounds (e.g.
nitrates, phosphates and
ammonia)

These substances cause eutrophication, i.e. excessive proliferation of algae
and plankton

THC

Total HydroCarbons

Most organic compounds
(e.g. oils and greases)

Depletes the oxygen dissolved in the water
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ATMOSPHERIC EMISSIO

Atmospheric emissions

The main atmospheric emissions from our plants are:

- Acidic and alkaline fumes from tube surface treatment processes

- Volatile organic compounds (VOC), including solvents from tube
degreasing, temporary protection and varnishing operations

- Dust, mainly from steel mills

- Greenhouse gases from steel billet heating furnaces, tube heat
treatment furnaces and steel mills. Greenhouse gases are discussed
in greater detail after the Energy chapter.

Acidic and alkaline fumes

Our facilities are equipped with collection and treatment systems
in order to comply with applicable legislation. Emission levels are
verified at least once a year, and no instances of non-compliance
have been detected to date.

Volatile organic compounds (VOC)

VOCs are an issue for the following activities at several Vallourec plants:
- Tube oiling (corrosion protection)

- Tube varnishing and painting

- Tube and machine component degreasing and cleaning.

A number of programmes aimed at reducing VOC emissions at source
have already been run or are currently underway - initially to bring
emissions within appropriate limits. Our ultimate goal is to completely
eliminate VOC emissions by using substitute products. This is to be
achieved through a cooperative process with suppliers of paints,
varnishes, oils and degreasing products. This objective has already
been achieved on the tubing conditioning line at VMOG France in
Aulnoye (which now uses water-based protection products), on the
varnishing lines at V & M France’s pipe mills in Saint-Saulve and
Déville-lés-Rouen and at the V & M Deutschland facility in Mullheim
(by replacing the existing product with a UV-curable dry-film polymer),
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and on the painting lines at Interfit's Maubeuge plant (where water-
based paint is now used).

The chart below shows the decrease in VOC emissions by French
plants since 2003:

Vallourec VOC emissions in France
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Dust

The Group’s efforts to reduce dust emissions include investing each

year in ever more efficient dust collection systems:

- At steel mills, to reduce emissions from furnaces. For example,
the new installation that began operating at the Saint-Saulve steel
mill in 2007 reduces the amount of dust to no more than 1 mg per
cubic metre discharged through the stack, compared with 10 mg
previously.

- At pipe mills, to collect dust from tube grinding and sandblasting
systems more effectively.



Improving energy efficiency:
a key objective

ENERGY AND GREENHOUSE GASES

Improving energy efficiency remains a key objective of all industrial companies. The action plans implemented at our industrial facilities

incorporate this fundamental precondition for Sustainable Development.

Energy sources

The main energy sources used within the Group activities are outlined in the table below:

Energy Source Origin and Type Internal Consumers 2008 Consumption
Electricity Renewable source - Steel plants in France and USA 1,680 GWh
- Hydroelectric power: Brazil, Mexico - Pipe mills
Non-renewable source - Finishing plants
- Nuclear power plants: France, USA - Infrastructure installations
- Natural gas power plants: USA, Germany, Mexico - Administrative buildings
- Coal power plants: China, USA, Germany
- Oil power plants: USA
Natural gas Non-renewable source - Heating furnaces 3,687 GWh
- Administrative buildings
Diesel Non-renewable source - Internal transportation 195 GWh
(18,979 m3)
Petrol Non-renewable source - Internal transportation 6,7 GWh
(701 m?)
Charcoal Renewable source - Steel plant in Brazil 3,080 GWh
(369,635 tonnes)
Blast furnace Renewable source - Pipe mills in Brazil 980 GWh

gas

- Finishing plants in Brazil

(936,184,748 Nm?)
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ENERGY AND GREENHOUSE GASES

Electricity

Reducing electricity consumption is a high priority since a few years. This Group electricity consumption

process involves determining the actual consumption, identifying the

main equipment items concerned, and then implementing improvements. GWh Kwh/t
These goals involve discussions with the supplier to optimize contracts 2000 — _ 380
and refine consumption forecasts based on actual activity. 1800

. 88888

2002 2003 2004 2005 2006 2006* 2007 2008

@ Electricity consumption per tonne processed
M Total electricity consumption

2006* = Pro-Format 2006
Utilisation of 2006 perimeter - disposals (VPE, Cerec, Zeithain) for 2006 consolidation.

Heat recovery at V & M Deutschland’s
new air compression facility

V & M Deutschland recently invested in a new compressed
air production facility. Heat generated by the compressors is

recovered in order to heat water to a temperature of 70°C.
This water can then be used in central heating radiators in the
plant’s administration offices and to heat water for showers (via
a heat exchanger).

28 2008 Safety and Environment report



Gas

Gas is mainly used to fire our furnaces, heat our surface treatment baths
and heat our premises. In recent years, the development of numerous
steel grades that require special heat treatments has also increased our
gas needs.

Most of our efforts to reduce our energy consumption focus on

improved management of all our “furnace processes” (billet heating

furnaces, reheating furnaces and heat treatment furnaces). The thermal

department at the Vallourec Research Centre (CEV) coordinates a

number of initiatives, including:

- Auditing furnace processes (twice annually) and adjusting burners

- Benchmarking between sites

- Computer modelling: all our furnaces now have a simulation model
that can be used to optimize the operating parameters

- Installing new, more precise furnace control systems

- Various training courses for technicians and operators are organized
by our Engineering Centre

- New technologies, including an ECOREG heat recovery unit at V & M
France’s plant in Montbard (Céte-d’Or) or new more efficient low-NOx
burners

- Research programme for new generations of high-efficiency
burners

- Research into new types of refractory products, including ceramic
fibre-based materials.

ENERGY AND GREENHOUSE GASES

Group gas consumption

GWh Kwh/t
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® Gas consumption per tonne processed
M Total gas consumption

2006* = Pro-Format 2006
Utilisation of 2006 perimeter - disposals (VPE, Cerec, Zeithain) for 2006 consolidation.

V & M France in Montbard
Optimization of natural gas
consumption

Gas consumption was reduced by modifying the rotary furnace:

the burners in zone 2 were replaced with regenerating burners
and the refractory materials were replaced to provide more
effective insulation.

Comparing the gas consumption figures for the end of 2008
with those for the first half-year reveals a 9.8% reduction in gas
consumption.

2008 Safety and Environment report

29



Contending with
climate change

Climate experts unanimously agree that glacial melting is one of
the possible consequences of global warming.

Our industry produces various greenhouse gases that contribute to
global warming. The main greenhouse gases are carbon dioxide (CO,)

industrial activities.

and methane, and to a lesser extent sulphur dioxide (SO,) and the
nitrogen oxides (NOX).

The table below contains a summary of our carbon assessment:

Type of Emission

Sources included in the calculation

For the second year running, we conducted a carbon assessment,
including all emissions generated either directly or indirectly by our

This assessment, as specified in ISO 14064, is divided into three
sections: scopes 1 to 3.

2008 Results
tonnes of CO,-eq

Scope 1 Includes our direct emissions, corresponding to: - Natural gas combustion 976,209
- Electric steel mill processes (Saint-Saulve and Youngstown - Methane emissions (estimated)
steel mills) - Iron and steel production
- The process at the Belo Horizonte steel mill - Internal transportation
- Furnace combustion
- Use of fuel oil and gases (mainly for internal handling
and transportation activities)
- Methane released during the charcoal-making process,
used in Brazil instead of coke.
Scope 2 Includes indirect emissions produced when generating the - Electricity purchased 649,147
electricity consumed by our industrial activities.
Scope 3 Scope 3 additionally includes indirect emissions generated by the - Purchased steel 2,082,344

following activities:

- Steel purchasing

- Transportation of our tubes by road, rail, sea and air

- Staff transportation (including home-work journeys
and business travel)

- Waste (transportation and processing).

- External transportation (estimated)
- Employee transportation (estimated)
- Waste treatment (estimated)
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ENERGY AND GREENHOUSE GASES

In order to produce charcoal used in its blast furnaces, V & M do Brasil
is currently cultivating 100,000 hectares of eucalyptus forests that
consume carbon dioxide and produce oxygen as they grow; this has
a direct beneficial impact on the greenhouse effect, as the emissions
from the steel mill are offset by absorption by the forest. Consequently,
this steel mill’s only net emissions are a few carbon-containing additives
and the methane released in the process of wood transformation into
charcoal. These emissions were estimated (conservatively) in 2007 and
2008, and additional measurements will be made in 2009 in order to
fine-tune the calculation.

With regard to implementation of the European Directive on
management of carbon dioxide quotas, only the Saint-Saulve steel
mill was affected in 2008, with a quota of 106,037 tonnes. Emissions
from the plant in 2008 totalled 76,319 tonnes CO,-eq. The difference
is mainly attributable to a decrease in duty rates at the end of the year
and to performance improvements achieved largely by optimizing
furnace loading plans and boosting energy efficiency. The various
measures above described will not only improve our energy efficiency
but also help to cut our greenhouse gas emissions.

Lower greenhouse gas emissions at
V & M do Brasil

V & M do Brasil is the world’s only seamless tube manufacturer
to use biomass as the main source of energy in all of its steel-
making activities. In order to produce charcoal for this process,
V & M do Brasil cultivates eucalyptus forests that consume
carbon dioxide and produce oxygen as they grow, transforming
this process into a complete “closed cycle” of production and
consumption of energy based on photosynthesis, which has a
direct beneficial impact on the greenhouse effect.

Consequently, and considering all other energy sources involved in
the production of steel, V & M do Brasil avoids emitting a huge amount
of GHG each year; this quantity was calculated to be 1,034,977 tons
in 2008, considering only direct emissions attributable to pig iron
production. In addition, to guarantee a sustainable supply of charcoal

leated
Carbonization

Changes in our direct emissions
The Group greenhouse gas production
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for the coming years, the company maintains an enormous natural
carbon sink that removes millions of tonnes of carbon dioxide from
the atmosphere while preparing the “forests of the future”. A forestry
inventory performed by university specialists in Brazil concluded that
between 2007 and 2010, V & M do Brasil will remove around three
million tonnes of “additional” CO, from the atmosphere by maintaining
(and indeed increasing) its production of eucalyptus to support
charcoal production for the coming years.

It should be borne in mind that eucalyptus trees reach maturity in
Brazil in seven years, hence the need to continuously plant more
and more trees in order to maintain a stock of natural carbon that
can be transformed into “available” energy for making charcoal.

Continuous

Casting
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crop
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ENERGY AND GREENHOUSE GASES

The “GreenHouse” project:
a Vallourec initiative

in the fight against

global warming

In preparation for a shift towards a “carbon economy” in which
the effects of global warming are an essential factor in strategic
decision-making, Vallourec has launched the “GreenHouse” project
with the aim of designing and implementing relevant initiatives on
an international scale.

Vallourec’s Executive Committee has set a target of reducing the
Group’s consumption of gas and electricity by 20% (relative to a 2005
baseline) between now and 2020.

This implies achieving a performance of 780 kWh per tonne produced,
compared with a baseline figure of 980 kWh/tonne in 2005. A
methodology specific to the Group will be rolled out to all Vallourec
locations in 2009, with a view to decreasing energy consumption, which
will in turn cut greenhouse gas emissions. This project will focus in
three main areas: achieving energy savings, altering behaviour patterns
and investing in new technology. A comprehensive panel of specialists
from production, maintenance and electrical and heat engineering
departments will be directly involved in this multidisciplinary project,
which will ultimately concern all Vallourec personnel.
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Biodiversity

Biodiversity represents both biological abundance of living
organisms and the connections with their environment.
Threats that weigh on biological diversity appear as a major
environmental issue, as well as climate matters. Vallourec lays
a particular emphasis on these matters within all its industrial
development activities, and notably in the forestry and mining
carried out in Brazil.

Some specific Vallourec activities have a more direct impact on
biodiversity, and particular care is therefore required. This is the
case of the activities carried out by two V & M do Brasil subsidiaries:
V & M Florestal and V & M Mineragao.

Eucalyptus plantations

In order to produce charcoal for use as a source of energy at the
Group’s integrated steel and tube production plant in Brazil, V & M
Florestal is developing forestry and carbonization businesses in the
North and Northeast of the Brazilian state of Minas Gerais, where
the cerrado (savannah) is the predominant ecosystem. The company
runs plant and wildlife monitoring programs as a means of measuring
the impacts of its activities on the natural environment, with a view to
devising appropriate management strategies for biodiversity balance
and nature conservation.

In addition to permanent conservation areas (including mountaintops,
hillsides and river banks), the company maintains corridors of native
forest running through the eucalyptus plantations. These “ecological
corridors” interconnect conservation areas and nature reserves and
allow animals to move freely between them. For every two hectares
of planted eucalyptus forest, V & M Florestal preserves one hectare
of native forest.

BIODIVERSITY

Wildlife monitoring work covering mammals, birds and bees is
carried out in partnership with the Zoology Department at the
University of Minas Gerais’s Biological Sciences Institute. The
project has already recorded hundreds of species of bird and
dozens of species of mammals, some of which face the threat of
extinction. Among these are the ‘onga parda’ (Puma concolor), the
‘jaguatirica’ (Leopardus pardalis), the ‘lobo guard’ (a native reddish-
furred wolf), the ‘tamandud bandeira’ (giant anteater), the ‘veado
campeiro’ (Ozotoceros bezoarticus) and the ‘cervo do pantanal’
(marsh deer).

In recent years the monitoring process has revealed an increase in
the number of species present in the areas in which the company
operates, demonstrating the effectiveness of its management
activities. Plant life monitoring to plot existing species and protect
local biodiversity is also carried out, under an agreement between
V & M Florestal and the Forestry Sciences Department at the
University of Lavras.
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BIODIVERSITY

( ( V & M Florestal runs plant and
wildlife monitoring programs

as a means of measuring the

impacts of its activities on

the natural environment. , ,

Mining Operations

V & M Mineragao’s mining activities are based in the city of Brumadinho,
around 50 km from V & M do Brasil’s industrial complex, in an area
where the cerrado (savannah) gives way to the mata atlantica (Atlantic
forest) ecosystem.

As a further means of managing the impact of its activities on the
natural environment, V & M Mineragao regularly monitors biodiversity
at the Pau Branco mine and the surrounding area. The company also
carries out environmental conservation and restoration initiatives on
a regular basis. Through its “Flora & Fauna Rescue Programme”,
the company works tirelessly to protect and preserve the native
woodlands near the mine site.

The company is also involved in environmental restoration of mined
areas at the Pau Branco site. Every year, several thousand square
metres of land are reclaimed, and thousands of seedlings of native
species planted in the recovered areas. Over the years, more than
1,300,000 square metres of land have been recovered. These
areas are now covered with native species of trees, grasses and
leguminous plants. In line with its commitment to sustainability, the
company keeps a seedlings nursery where plant species collected
in the native forest — many of them threatened with extinction — are
encouraged to reproduce.
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Noise

Noise adversely affects concentration at work and well-being, leading
in some cases to a variety of physical and mental disorders.

Noise abatement is therefore essential, for the benefit of neighbourhood,
as well as the individuals who work permanently in this environment.

As is the case in any heavy industry, our workshops contain large
amounts of noisy equipment, despite the considerable progress achieved
in this field in recent years. Because of these working conditions, our
employees receive medical monitoring and wear protective equipment.

If noise can be heard outside the factory walls, measurements are
made along the site perimeter to objectively assess the degree of
nuisance caused to the neighbourhood. Up-to-date noise maps are
produced on the basis of these measurements.

The main sources of noise include:

- Tubes striking other tubes

- Tubes striking metal structures

- Noise from compressed air, rolling mill operation, etc.

Satisfactory and technically feasible solutions are often complex and

hard to identify. Such solutions involve:

- Reducing the noise at source, by using noise-abating baskets,
absorbent panels and soundproofed booths, etc.

- Protecting the neighbourhood: soundproofing barriers, dense
vegetation, etc.

- Reorganizing workshops: refraining from certain noisy activities at
night, closing doors, etc.

Several industrial facilities are still faced with noise-related issues, and
a variety of solutions are being studied and implemented.

Simulation showing the distribution
of noise in a Vallourec plant.
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Waste

As in any steelmaking and metalworking business, the Group’s
production activities generate waste products, which vary greatly
in terms of their volume, risk and quality.

Particular care is required in order to manage this waste
appropriately.

The aim is two-fold:

- Firstly, to reduce the volume of waste produced at source, by
improving the level of control over our processes, each of which is
subject to its own specific constraints.

- Secondly, to look for ways of recovering and/or recycling waste,
thereby minimizing disposal in technical landfill dumps.

Selective sorting at source is being phased in at all production units,

making a significant contribution in this respect.

VAM Mexico — Waste reduction

At VAM Mexico, a continuous improvement team (CIT) was
created to study ways to reduce the quantity of waste
produced. The results were impressive: a 25% cut in waste
volumes. As an example, the CIT advocated a selective
sorting system featuring suitable containers for recovering
gloves, cloths, etc., followed by a cleaning to allow them to
be reused.
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The main types of waste are described below:

- Dust: steelmaking dust, which has a high zinc content, is reprocessed
in a heavy metals recovery system.

- Scale: scale is caused by surface oxidization of bars as they are
heated to more than 1200°C and rolled in the tube manufacturing
process. This scale is removed by spraying the tubes with cooling
water and collecting the water in a sump, allowing the scale to be
recovered and allowed to dry.

- Slag: after certifying that it is pH-neutral, slag is mainly used for
backfill. This commercial outlet is widely used by the Group’s three
steel mills, as slag can be used instead of quarrying new material,
generating significant raw material savings (approximately 350,000
tonnes per year).

- Sludge: by-product of surface treatment and hot-rolling processes,
recovered by processing industrial water at a sewage works.

The chart below shows the respective quantities of the various types
of waste:
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95% of waste is recovered through two separate channels:

- “Material recovery”, whether by recycling, reusing, regenerating or
finding an alternative subsequent use for materials.

- “Waste-to-energy recovery”, in which the energy produced by
incinerating waste is recovered. This method is used when the waste
cannot be recovered for use as a material.

The diagram below shows the variation in waste volumes between
2002 and 2008.
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2006* = Pro-Format 2006
Utilisation of 2006 perimeter - sales (VPE, Cerec, Zeithain) for 2006 consolidation.

V & M Star - Waste recycling

V & M Star has recently run a pilot project to mix sludge
and scale with ash and slag to form a material that can be
used to renovate service roads at the site.
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SOIL MONITORING

Soil monitoring

In view of the age of our industrial facilities (some of which date
from the 19" century) and the activities carried out there, some
form of soil pollution cannot always be ruled out. Risk identification
studies have been conducted and no sites are currently classified
as being in need of decontamination.

In France, soil assessments were carried out at the Group’s initiative
without it being instructed to do so by the relevant authorities. Following
these investigations, seven facilities implemented piezometric sensor-
based underground water monitoring systems in agreement with the
authorities. Further investigation is required at two sites, in order to
define the most appropriate treatment and/or monitoring measures
from a sustainable development perspective.
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In Germany, after conducting analysis, monitoring systems have
been set up at two sites, with the agreement of the local authorities.
The remaining plants are not subject to any pollution risks.

In Brazil, the only potential risks relate to the Barreiro site, in places
where waste was stored in the past: compliance work was carried
out at a former slag depot and an old sludge depot, following
which piezometric sensor-based underground water monitoring was
introduced; in another project, a ten-year programme of compliance
work at a former solid industrial waste store (for wood, plastic, scrap
metal etc.) was launched in 2004.
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CHEMICAL RISK

Chemical risk prevention

and management

If chemicals have become an integral part of our everyday lives,
their use can endanger our health and pollute our environment. For
a company, the chemical risk is linked to the work in presence of
a chemical substance or its incorrect use which can affect health,
safety, as well environment.

The risks involved with handling chemicals at Vallourec facilities are
assessed using the Evalourisk software application, which helps to define
and prioritize potential risks. This classification forms the basis on which
facilities implement chemical risk management initiatives, and notably
solutions to introduce substitutes for the most hazardous products.
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Steelmaking slag

Slag is a steelmaking by-product that contains various
impurities. Although slag has traditionally been treated as waste,
being recovered mainly for use as backfill in the construction
industry, this material is very well documented from an analytical
and traceability perspective. Under REACH, slag is considered
to be a subtance and must therefore be registered.

The REACH European Union regulation, which aims to prohibit
“substances of very high concern”, will assist this effort. Similarly, the
obligation to provide toxicological data on chemical substances will
supplement our own assessments and related action plans.

FOCUS on REACH

The purpose of the REACH (Registration, Evaluation, Authorization
and restriction of CHemicals) regulation is to protect health and the
environment more effectively.

In view of the major impact of this regulation on our activities, a project
group with representatives from the HSE, Legal, Production, Purchasing
and R&D functions was set up to ensure effective compliance with the
various deadlines and obligations.

A full inventory of all chemicals used and manufactured by the Group
was carried out by HSE teams at site level. Some 21 substances
relating to steel production have been identified and pre-registered.

The proactive attitude of the Purchasing department enabled a
focussed, constructive dialogue with many suppliers. The most
critical substances are individually monitored to ensure that adequate
progress is made.

Vallourec has successfully completed the first stage of the process (i.e.
pre-registration), which ended in December 2008.
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Corporate societal
responsibility

Far from stopping at the office door or the factory gate, our Group’s responsibility
extends much further, via the jobs it provides, the influence it exerts within society and
the wealth it creates and distributes.

Through our presence and activities, we aim to make a genuine contribution to the
community, with the help of all our employees.

Responsibility for this effort is very decentralized, since we believe that the Directors of
our various plants are best placed to take effective action. We try to play a role in society
in all the countries in which we operate, often in partnership with schools, universities,
community organizations and local authorities. We run a very wide range of initiatives
in this area, and the following examples and case studies involving our plants concretly
illustrate the impact and value of our action.
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CORPORATE SOCIETAL RESPONSIBILITY

Vallourec

and young people

Internships are an ideal way for young people to get their first taste
of work in an industrial environment. The placements on offer must
be interesting, inspiring and useful for both the intern and the host
company. Our young interns are assigned a mentor who supports
them throughout their “immersion”, assesses the technical progress
made on the proposed topic and helps them to successfully carry out
their research.

In 2008, Vallourec played host to 800 interns in all divisions and all

countries (200 in France, 250 in Germany, 250 in Brazil, and 100 in the
USA and China).

2008 Safety and Environment report

Rony Franco Moura

On 9 February 2008, 21 year-old Rony Franco Moura left his home in
Belo Horizonte in Brazil to spend six months and three weeks as an
intern at the Vallourec Research Centre (CEV).

This fifth-year engineer student is responsible for resolving any
compliance issues preceding the launch of the upcoming project to
install a large NDT (Non-destrucive Testing) tower at CEV.

He was inspired to join Vallourec by the Group’s positive image in his
home country, by the special international relationship between Brazil
and France’s national institute of applied science (Institut National
des Sciences Appliquées - INSA), and by the career opportunities.
The mission entrusted to Rony Moura is consistent with his abilities
and expectations. His role in the team is perfectly understood and
colleagues are happy to provide professional support - which is a
source of reassurance with regard to the successful outcome of his
assignment. The varied nature of the tasks covered by his assignment
also helps to ensure a high level of motivation and interest while
offering new learning opportunities.
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CORPORATE SOCIETAL RESPONSIBILITY

Community spirit

Vallourec facilities are involved in an extensive range of humanitarian VAM USA ta keS pa rt in the HOUSton

activities, including helping children in distress, offering support in . . .
emergencies and carrying out community work. These initiatives are marathon in aid of two charities

generally devised and implemented at local and subsidiary level.

VAM USA took part in and sponsored the Houston marathon and
half-marathon in January. No fewer than 70 VAM USA employees
competed in these marathons, raising a total of USD 30,000 for two
charities: the Foundation for Sarcoidosis Research and the “Learn to
Parent” association.

V & M Deutschland in Dusseldorf
helps disabled children

In 2008, V & M Deutschland donated a Mercedes Sprinter minibus to
provide transport for disabled young children living in Dusseldorf.

e

—

Vallourec offers help to Chinese
earthquake victims

Vallourec’s Chinese plants donated a total of Yuan 1.1 million to help the
victims of the earthquake that struck Sichuan province on 12 May 2008.
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CORPORATE SOCIETAL RESPONSIBILITY

Vallourec in
the community

Vallourec attaches great importance to community relations.

Living near one of our facilities gives local residents, elected
representatives and associations a right to be heard and to be kept
informed about our businesses in a free and open dialogue. This
is the starting point for any relationship based on mutual trust and
understanding. This corporate societal responsibility is an integral part
of our business and our fundamental values, and the foundation of our
sustainable development-based management strategy.

The examples below (which relate to V & M do Brasil’s site) illustrate
our policy in this area.

“Operation Sponge”

“Operation Sponge” is an environmental initiative aimed at cutting
transient dust emissions at the Barreiro plant. This project innovates
in involving stakeholders, including the local community, suppliers and
the plant’s personnel. A variety of activities are planned, including
providing training, making measurements, sealing openings and
relocating equipment. Visual aids, theatrical representations and
other communication tools are used to fire the imagination and help
individuals get involved.

2008 Safety and Environment report
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V & M do Brasil - Germinar project

The Germinar project was launched in 2005 in the Don Bosco district
of Contagem, a city near the Barreiro plant. This initiative aims to
raise living standards and reduce poverty through action in three
main areas: education, community development and initiatives for the
younger generation. In 2008, the project helped 1,148 people from
332 families (i.e. 44% of the families in this community).

V & M do Brasil Cultural Centre

How do you make the arts more accessible, so that everyone can
benefit from the work of numerous artists? This question prompted
the decision to buy and restore the Cine Teatro Brasil building in
Belo Horizonte, turning it into the V & M do Brasil Cultural Centre.
This building has been closed to the public for the last 10 years, and
Vallourec has decided to invest in order to restore the building and
adapt its interior architecture. The fagade was totally restored in 2008,
and the renovation work is scheduled for completion in 2010.
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Methodology note

The purpose of the HSE report is to inform shareholders and the
general public about the action taken by Vallourec to preserve the
environment and protect our employees. The report is based on data
from the systems deployed in the Group’s facilities worldwide. This
publication is the result of a meticulous reporting strategy based on
procedures that ensure the information provided is consistent and
transparent.

Reporting scope

The environmental and safety reporting scopes are determined

according to the rules set by Vallourec’s QSE department, as embodied

in the corresponding procedure:

1. For environmental consolidations the scope includes sites that
have an industrial activity. It therefore excludes the IT Europe in
Saint-Saulve, the headquarters in Boulogne (France) and Rath
(Germany) respectively, and all sales offices. When consolidated
safety indicators all sites were included in the scope, except small
sales and commercial offices.

2. The scope includes sites owned by Vallourec for at least six months.
This rule applies in the event of an acquisition or disposal. In spite
of that, it was a decision of QSE Department, due to the importance
of the “Cap Ten Safe” safety project scenario, to include the new
acquisitions in North America (V & M Tube Alloy and V & M Atlas
Bradford) in the safety results consolidation. These sites will be
included in environmental consolidation with effect from 2009.

3. The scope includes sites that carried out an industrial activity during
the financial year. The scope excludes facilities that are under
construction or have not been operating for at least six months (for
example Vallourec & Sumitomo Tubos do Brasil).

4. The scope includes facilities where Vallourec holds more than 50%
of the voting rights. Conversely, the scope excludes sites where
Vallourec holds only a minority interest.

Baseline for Safety and Environment indicators

Vallourec developed its Environment baseline in keeping with the
proposals described in the Global Reporting Initiatives (GRI), the
purpose of which is to develop globally applicable directives for reporting
economic, environmental and social performance by companies,
government agencies and non-governmental organizations'. These
indicators and their numbering system have been incorporated into
the ERMIT reporting system, which tracks the indicators on a monthly
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basis. A description and methodology sheet has been produced
in the Group’s four main working languages (i.e. English, French,
German and Portuguese) and supplied by the QSE department to
its network of correspondents.

With regard to Safety indicators, Vallourec refers to the guidelines set
out in the Occupational Safety and Health Act (1970, USA)?, which
aims to ensure that employees do not encounter obvious health
or safety hazards in the workplace. To ensure accurate, consistent
reporting of the two world-recognized indicators (i.e. the accident
frequency rate, LTIR, and severity rate, SR), the Group has issued
certain requirements relating to their definition, due to variations in the
corresponding regulations between countries.

Consolidation and verification

At the end of each financial year, the QSE department checks the
quality (in terms of schedule compliance, accuracy and exhaustiveness)
of reporting for each site and requests any explanations that may be
necessary in order to properly understand the indicators. This stage
is crucial, both for the quality of the final report and for the assurance
afforded by monitoring the indicators at corporate and local level.
The QSE department also produces annual summaries for each site,
division, and country, in order to check and compare the data.

Consolidation principles

1. Companies over which the Group exerts a significant influence
(>50% holding) are not accounted for using the equity method. All
sites within the reporting scope that are wholly -or partly- owned
by Vallourec are treated the same way for reporting consolidation
purposes, i.e. as if they are wholly-owned by the Group.

2. Prudence concept: data is consolidated on the basis of cautious
assessments, to avoid any reputation- and transfer-related risks.

3. The accruals concept: each financial year is treated in isolation
from previous years.

[1] For more information: http://www.globalreporting.org/Home
[2] Full text available at: http://www.access.gpo.gov/uscode/title29/chapter15_.html
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The manner in which the aforementioned environmental and safety indicator rules are applied is subject to a few exceptions. These exceptions

are outlined in the table below:

Exception affecting Object Plants

Determination of
the reporting scope:
compliance with rule

Scope V & M Mineragéao

Description

The industrial activity at the V & M Mineracéo facility in Brazil is very different to those
of the other Vallourec sites, i.e., the production of iron ore to supply one part of V& M
do Brasil’s integrated site. Its environmental indicators are monitored as in any other

no. 1 plant, but they are not consolidated at corporate level, although they are shown
separately in Appendices. Its safety indicators, however, were consolidated together
with all other Vallourec results.

Environmental Plants in France

indicators

Effluent quality

The discharged water quality indicators (SS, COD, THC and total metals) are only
consolidated for sites located in France. These indicators were calculated using a

mathematical average of the daily pollutant concentrations, balanced by the discharged
water volume.

Sludge from blast V & M do Brasil In Brazil, the sludge generated in the blast furnace is classified as non-hazardous.
furnace It is a totally different type of waste to pipe mill sludge.

Dust from blast V & M do Brasil In Brazil, the dust generated in the blast furnace is classified as non-hazardous. It is
furnace a totally different type of waste to the dust produced at U.S and French steel plants.
Methane V & M Florestal For the purpose of estimating methane emissions, in the absence of more accurate

data, calculations took as a reference the statistical study included by Plantar in its
Project Concept Document, which was approved and registered as a CDM project

at the UNFCCC (file AM0041 at: http://cdm.unfccc.int/methodologies/index.html)
According to that study, methane emissions during the process are proportional

to the burnt wood yield in the furnaces, this being understood as the ratio between
the final weight of dry charcoal (after carbonization) and the initial weight of wood .

The gravimetric yield calculation used in the equations was obtained using the
methodology described in the article “instrumentation and carbonization process
control in industrial kilns of V & M florestal” written by Dr.Tulio Jardim Raad and

Antonio Claret de Oliveira.

Production calculations

The term “tons processed” refers to a ton of output from each plant
(number of units of work produced at the plant, calculated as a tonnage-
equivalent), whether in the form of raw steel, hot tubes or fully finished
cold tubes. The production figures for each plant are added together to
yield the total output for the Vallourec Group. For integrated sites such as
V & M Star in Youngstown and V & M do Brasil in Belo Horizonte, the total
production is the combined output of steel and tubes. Iron ore production
by V & M Mineragéo and charcoal production by V & M Florestal are not
included in the figure representing Vallourec’s total production.

Presentation of the graphs in this report

The graphs showing the trends for the various indicators simultaneously
show the absolute value, on the left axis, and the relative value (i.e. the
volume per processed ton of production), on the right axis.

Each graph also shows the consolidated results for 2006 in the 2007
format. This adjustment has been included due to the significant
change in scope. The recalculated results enable a more meaningful
comparison between the two years. In practical terms, the 2006 pro
forma figures correspond to the 2006 scope minus the plants that
have been disposed of and are therefore excluded from the 2007
scope (i.e. Vallourec Précision Etirage (VPE), Cerec and Zeithain
plant).

Carbon assessment

The carbon inventory is based on the methodology for GHG
emissions calculations published by ADEME (Agence Frangaise de
I’Environnement et de la Maitrise de I'Energie).

In conducting our carbon assessment, all emission factors were
taken from the most appropriate available sources, taking into
account the geographic locations of the various plants. Due to
the large number of emission factors considered and the variety
of sources to which they referred, this report does not included
detailed information about all aspects. Comprehensive information
is available on request from Vallourec’s QSE Department.

Although every care was taken in the production of this carbon
assessment, it was necessary to estimate certain quantities when
calculating the greenhouse gas emissions from Vallourec’s industrial
sites. Wherever results are uncertain, Vallourec has adopted a
cautious approach, systematically applying the most pessimistic
emissions scenarios.

2008 Safety and Environment report
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Quantified results

Environmental performance and safety indices’

Indicator

WATER CONSUMPTION

2006**

Municipal water mé/year 1,592,411 1,891,692 1,888,333 1,943,894 2,142,429 1,994,334 2,075,217 3,939,111

Surface/ground water md/year 9,934,579 8,723,162 8,420,339 8,312,177 8,636,050 7,307,756 7,479,055 5,504,920

Total mé/year 11,526,990 10,614,854 10,308,672 10,256,071 10,778,479 9,302,090 9,554,272 9,444,031
m?®/tonne processed 2.71 2.57 1.96 1.82 1.77 1.61 1.78 1.62

WATER EFFLUENT

Total effluent md/year 5,191,214 4,717,774 4,483,054 4,741,881 5,181,164 4,794,099 6,138,381 5,880,281
mé/tonne processed 1.22 1.14 0.85 0.84 0.85 0.83 1.14 1.01

WASTE VOLUME

Non-hazardous waste tonnes/year 361,781 362,401 486,677 477,405 570,644 606,597

Hazardous waste tonnes/year 156,364 157,320 182,877 178,502 150,675 75,773

Total waste tonnes/year 356,680 455,425 518,145 519,721 669,555 655,906 721,320 682,370
kg/tonne processed 97 110 98 92 110 114 134 117

ENERGY

Gas gwh/an 3,250 3,099 3,633 3,817 4,096 3,718 3,693 3,687
kwh/tonne processed 764 751 689 676 674 645 686 634

Electricity gwh/an 1,472 1,479 1,680 1,713 1,787 1,707 1,668 1,680
kwh/tonne processed 346 359 319 304 294 296 310 289

Cco®

Total emissions tonnes/year 675,819 644,748 766,702 791,414 849,148 779,940 828,468 976,209
kg/tonne processed 159 156 145 140 140 135 154 168

FREQUENCY RATE

LTIR Vallourec staff - 10.43 7.88 7.96 7.66 6.53 5.98 8.08 7.79

LTIR Vallourec staff + - 10.04 9.28

temporary workers

SEVERITY RATE

SR Vallourec staff % 0.58 0.43 0.42 0.42 0.29 0.30 0.40 0.38

[1] The table represents a consolidation of all Vallourec plants, except V & M Mineracao for environmental indicators, which are reported separately.
[2] 2006* = results from 2006 using the same perimeter of plants from 2007 and 2008.
[3] From 2002 to 2006 results are only due to natural gas combustion. 2007 represents the whole Vallourec CO2 inventory, without methane emissions estimation from V & M Florestal

(217,392 tonnes of CO,eq.). 2008 includes the whole Vallourec CO, inventory including methane emissions estimation from V & M Florestal (198,087 tonnes of CO,eq.).
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Effluent quality*

Indicator Unit Limit 2002 2003 2004 2005 2006 2007 2008
MES
Total quantity tonnes/year 33.74 27.70 30.25 30.44 40.72 45.02 34.97
Relative values gr/tonne processed 19.11 17.56 16.46 15.95 19.37 23.32 20.67
mg/| water discharged 30.00 mg/I 9.04 8.08 8.70 9.05 12.34 9.80 9.43
DCO
Total quantity tonnes/an 87.53 67.07 64.29 80.37 66.60 91.90 61.26
Relative values gr/tonne processed 49.56 42.53 34.98 42.11 31.68 47.60 36.20
mg/| water discharged 100.00 mg/! 23.44 18.54 18.49 23.88 20.18 20.00 16.53
THC
Total quantity tonnes/year 3.49 2.06 3.35 2.00 1.55 3.29 1.79
Relative values gr/tonne processed 1.98 1.30 1.82 1.05 0.74 1.71 1.06
mg/l water discharged 5.00 mg/I 0.93 0.60 0.96 0.59 0.47 0.72 0.48
TOTAL METALS
Total quantity tonnes/year 1.75 1.59 1.47 2.26 1.42 1.72 1.86
Relative values gr/tonne processed 0.99 1.01 0.80 1.19 0.67 0.89 1.09
mg/| water discharged 15.00 mg/I 0.47 0.46 0.42 0.67 0.43 0.37 0.50

Environmental Performance - V & M Mineragao®

Indicator

WATER CONSUMPTION

Surface/ground water md/year 3,094,266 2,945,222 4,107,344 3,317,045
Total md/year 3,094,266 2,945,222 4,107,344 3,317,045
mé/tonne 0.8 1.1 1.0 0.8

WASTE VOLUME

Non-hazardous waste tonnes/year n.m.% n.m. n.m. 155

Hazardous waste tonnes/year n.m. n.m. n.m. 257

Total waste tonnes/year n.m. n.m. 654 412
kg/tonne n.m. n.m. 0.16 0.10

ENERGY

Electricity gwh/year 11.5 12.7 15.4 17.2
kwh/tonne 2.9 4.8 3.8 4.2

co,

Total emissions tonnes/year 27 430 29014 35 851 26 785
kg/tonne 6.8 10.9 8.9 6.5

[4] The table represents the consolidation of results from sites located in France, and only those with discharges direct to rivers, after treatment.
[5] The indicators “municipal water”, “natural gas consumption” and “waste water discharge” are not applicable to V & M Minerag&o.The safety indicators are consolidated together with
Vallourec total results.

[6] n.m = not measured
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Statutory Auditors’ Report

on selected Environmental and Safety indicators of the Group

for financial year 2008

In our capacity as Statutory Auditors of Vallourec S.A., and as
requested, we have carried out a review in order to provide a
moderate level of assurance on certain environmental and safety
indicators selected by Vallourec (data) for financial year 2008, which
are summarised on pages 52 and 53 of the Safety & Environment
report for financial year 2008.

The data were prepared under the responsibility of the Health,
Safety and Environment Department, in accordance with the
internal reporting protocols “hygiéne sécurité environnement” and
“inventaire CO,” (the protocols) of Vallourec, which can be consulted
at Vallourec’s head office.

It is our responsibility to express conclusions on these indicators,
based on our review. The conclusions set out below apply on those
data only and not on the entire Safety & Environment report.

Nature and scope of the review

We conducted our review in compliance with the professional

standards applicable in France.

We performed a review to provide a moderate level of assurance

that the selected data are free of material misstatement. A higher

level of assurance would have required a more extensive review.

- We reviewed the protocols with regards to their relevance,
reliability, understandability and completeness.

- We interviewed the people in charge of the reporting process at the
Holding company and at the six selected sites.

- We performed detailed work at the six selected sites, covering
for the Group indicators between 18% and 64% of the Group’s
consolidated data, and for the indicators restricted to France
between 52% and 72% of the consolidated data. For those
sites, we ensured that the protocols had been understood and
implemented; we verified the calculations, performed consistency
controls and reconciled the data with supporting documentation,
on a test basis.

- We also verified the calculations and consolidation of the data, on
a test basis, at the level of Vallourec S.A.

The environment and sustainability specialists of our organisation
assisted us in the completion of our work.
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Comments
We draw your attention to the fact that the environmental indicators
presented on page 52 of the Safety & Environment report have
been consolidated at Group level and that the indicators related
to waste water presented on page 53 have been consolidated at
France level. The consolidation scopes for the Group and for France
are presented in the methodology note on page 50 of the Safety &
Environment report.
We have the following comments to make regarding the procedures
related to the reporting protocols for environmental and safety data:
- Additions were made to the protocols compared to last year in order
to make the environmental and safety indicators definitions clearer,
- Control procedures need to be implemented more stringently at site
level, particularly with regards to the indicators related to waste.

Conclusions

Based on our review, nothing has come to our attention that causes
us to believe that the reviewed environmental and safety data have
not, in all material respects, been prepared in accordance with the
abovementioned protocols.

Paris La Défense,
13 May 2009

KPMG Audit
A department of KPMG S.A.

Neuilly-sur-Seine,
13 May 2009

Deloitte & Associés

Jean-Paul Picard
Partner

Jean-Paul Vellutini
Partner

Bertrand de Florival
Partner

Philippe Grandclerc

Partner

[1] Environmental indicators :

Group scope: municipal water consumption, surface/ground water consumption, water discharge,
volume of non hazardous waste, volume of hazardous waste, natural gas consumption, electricity
consumption, direct CO, emissions.

France scope: suspended solids, COD, total hydrocarbons, total metals in water.

Safety indicators :

Group scope: frequency rate, severity rate.

[2] V & M Aulnoye-Aymeries and V & M France Déville-les-Rouen in France; V & M Deutschland
Rath in Germany; V & M Star Houston, V & M Star Youngstown and VAM USA Houston in the
USA.
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Process overview

Scrap

Continuous casting

Round or billet

Greenhouse gases
Dioxins

Electricity

Dust, sludge and slag

Filters, burners

Waste recovery

Steel mills:

V & M France, Saint-Saulve

V & M Star, Youn

gstown

V & M do Brasil, Belo Horizonte

Round or billet Heating + Tube hollow Greenhouse gases Filters, burners Tube mills:
heat treatment Energy (gas) V & M France
Hot rolling Waste water Treatment plant V & M Deutschland
(metals+hydrocarbons) V & M Star
Oxide sludge Sludge recovery V & M do Brasil
Tube hollow Surface treatment: Surface-treated Waste water (metals) Treatment works Valti

(rolled or welded)

pickling,
phosphate-coating,
soaping, rinsing,
neutralization, etc.

tube

Spent acid baths

Acid fumes

Sludge (phosphate/treated
water)

Sulphate works
Acid scrubbers
Sludge filtering/recovery

Valinox Nucléaire
Valtimet

Vallourec Mannesmann Oil & Gas

France

Vallourec Mannesmann Oil & Gas

UK

Treated tube
(oily or
phosphate-coated)

Degreasing
Phosphate removal

Clean-surfaced
tube

Water and spent baths
(alkaline degreasing)
Solvent fumes (VOC)
(solvent-based degreasing)

Filtering/Regeneration

Solvent fume vacuum
collection/treatment or
switch to new product

Valinox Nucléaire
Valtimet

Vallourec Mannesmann Oil & Gas

France

Vallourec Mannesmann Oil & Gas

UK

Tube hollow Temporary Coated tube Solvent fumes (VOC) Solvent fume vacuum Interfit
(rolled or welded) protection collection/treatment or V & M France

Painting switch to new product V & M do Brasil

Varnishing (e.g. water-based

product)

Tube hollow Finishing, assembly Miscellaneous Oil fumes Oil fume vacuum All divisions
(drawn or welded) (cutting, machining, components Spent cutting oil collection/treatment

welding, shaping, (car parts, Machining sludge Sludge recovery

etc.) drilling joints,

rings, etc.)

Tube Heat treatment: Tube Greenhouse gases Greenhouse gas collection  All divisions
(rolled, drawn normalizing, (new mechanical Energy (gas) Modern burners
or welded) annealing, etc. and/or surface

properties)
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