


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

{

bV 4

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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