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POSCO

Resource Usage The total amount of by-products pro-
duced in 2009 at Pohang and Gwangyang Works was 18.61
million tons. Among the by-products, slag accounts for 76%
(blast furnace slag 48%, and steelmaking slag 28%), dust/
sludge 15% and others 9%. Almost all the by-products (99%)
were recycled, and 1% was treated safely through either
incineration or solidification for landfill. In particular, all the
blast furnace slag and steelmaking slag are recycled. POSCO
diversifies the use of by-products for more value. For example,
80% of the blast furnace slag is turned to granulated slag,
and steelmaking slag is transformed for maritime eco-system
restoration purposes.

Granulated slag is produced by spraying water on the
slag from smelting which turns it into sand form, then finely
ground into a powder and used as cement clinker. This can
help prevent the exhaustion of mineral resources, reduce COz
emissions, and make high performance concretes.

The RHF (rotary hearth furnace) plants in Pohang and
Gwangyang that PNR (POSCO-Nippon Steel RHF Joint Venture
Co., Ltd.) — the first joint venture company set up in partner-
ship with Nippon Steel — built also represents a new model of
resource usage. The RHF plants constructed at the landfill site
at Pohang and Gwangyang Works are environment-friendly

The activities of the “By-Product Mega-Y project”

facilities that produce 280,000 tons (Pohang 140,000 tons,
Gwangyang 140,000 tons) of HBI-DRI from dust and sludge.
Most of the HBI product produced at the Pohang RHF plant is
exported to Nippon Steel, and POSCO uses all the DRI prod-
ucts produced at the Gwangyang RHF plant.

POSCO has completed the RHF(Rotary Hearth Furnace) in
2009 in cooperation with Nippon Steel. This facility has an an-
nual capacity to treat 280,000 tons of accumulated dust in the
iron and steel making processes and sludge from the water
treatment facility, which enables the retrieval and reuse of
useful resources from ferrous wastes.

In May 2009, Gwangyang Works invited the Gwangyang
City municipal government and 9 by-product recycling plants
including SNNC and Boogook Industries, located at POSCO's
recycling complex, to an environment coaching presentation.
The environment coaching system was started in 2007 to
share POSCO’s environment management know-how with out-
sourcing partners. The companies in the Gwangyang recycling
complex that attended the presentation shared model cases
such as water spraying facilities to mitigate fugitive dust both
inside and outside the plants, enhancing the wheel washing
facility and improving plant equipment.

In February 2007, POSCO launched the “By-Product Big-Y project” with the purpose of groundbreaking improvement added value of by-
products.s Under the supervision of the executive leading the environmental departments, the “By-Product Big-Y project”, which consisted
of 4 task force teams - Demand Cultivation, New Technology, Investment, and Implementation - was expanded to Mega-Y to include the

Material Cost Reduction Big-Y in January 2009.

Activity1. Reusing steelmaking by-products as process materials
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POSCO is undertaking the project of replacing iron ore and powder cokes used in the sintering process with by-products from the steelmak-
ing process that contain iron and carbon. Until recently, the reuse of by-products with high iron content within the steel mills was limited
because they were in the form of fine matter; hence most of these by-products were used as cement ingredient. However, thanks to Mega-Y
activities , POSCO has succeeded in granulating high iron content by-products and high carbon content by-products that are sold at cheap
prices to use them as materials in the steelmaking process, reducing production costs and improving productivity. The Mega-Y team con-
tributed greatly to POSCO'’s economic performance in 2009 by successfully replacing materials with 440,000 tons of granulated by-product in
the sintering process, reducing costs by KRW 37.7 billion. The team plans to expand facility capacity to increase the reuse of by-products in
the production process.

Activity2. Turning industrial by-products that used to be buried into processing materials

In collaboration with RIST, POSCO succeeded in extracting nickel and chromium from industrial by-products such as sludge from electronics
companies and effluents from diamond grinding. These by-products that used to be buried can now be used as raw material in the stainless
steel production process. Unlike conventional dry high-temperature melting reduction technology, POSCO's wet extraction technology is the
first to be developed in the world, and we have filed for 10 domestic patents and 4 international patent registrations (PCT) in America, China
and Europe. The technology enables cost reduction by 60~80% compared to the conventional process. The superiority of this technology was
recognized at the First National Green Tech Award which won the Prime Minister's Prize in February 2010. In 2009, POSCO replaced 5,700
tons (dried weight) of pellet for stainless steel production, saving KRW 2.6 billion in raw material costs, and plans to expand its facilities to
produce 12,000 tons of pellet, which is expected to reduce material costs by KRW 5.5 hillion.

Qutsourcing Production Plant Valuable Resource Recovery Facility Pellet Produced at Outsourcing Plant

2009 POSCO Carbon Report

Responding to Climate Change At the POSCO Family
Green Growth Committee held in December 2009, POSCO fi-
nalized its low-carbon, green growth initiative and announced
it in February 2010. Over the past three years (2007-09), 2.18
tons of carbon dioxide (t-COz) were emitted on average per
ton of crude steel (t-s) produced. The plan now calls for this
CO2 intensity figure to be lowered by 9 percent to 1.98 tons
by 2020. To this end, the company will invest W1.5 trillion in
research to reduce the amount of coal used as fuel in steel
production, improve energy efficiency, and develop innovative
technologies related to carbon dioxide.

At the same time, we will develop and supply high ten-
sion steel sheets for automobiles that improve gas mileage,
and high quality electrical steel sheets that will improve the
energy efficiency of motors and power converters, and expand
the supply of granulated slag from the blast furnace as an
environment-friendly substitute for cement. We will expand
these projects that supply high energy efficiency steel products
and turn by-products into resources so that we will contribute
to reducing 6 million tons of socially emitted COz.

Also POSCO-invested companies and institutions will
invest a combined W5.5 trillion in new green growth busi-
nesses, which will help lower annual COz emissions by 8
million tons compared to current levels. Experience gained in
the construction of the Taegisan Wind Farm will be applied to
advance into the onshore and offshore wind power generation
business. Investment will be expanded to develop and local-
ize third-generation fuel cells, devise specialty smart grids for

energy-intensive industrial facilities such as steelworks, and
create new ways to convert solid waste into energy.

POSCO has defined 3 innovative technology routes spe-
cialized to the steelmaking process and is developing mid-to-
long-term innovative technologies for CO2 reduction. First, the
carbon-lean steelmaking route aims at producing less COz, an
example of which is the low-carbon FINEX process. Second,
the carbon capture and storage of steelmaking route isolates
and locks the COz produced during the steelmaking process.
POSCO is developing technology that uses ammonia water
that absorbs and isolates CO2. In 2007, POSCO signed an
MOU with the Ministry of Maritime Affairs and Fisheries (now
integrated into the Ministry of Land, Transport and Maritime
Affairs) for cooperation in developing seabed storage technol-
ogy in the East Sea. The third and last hydrogen steelmaking
route utilizes hydrogen in steelmaking. POSCO has joined a
consortium of international steelmakers to discuss technology
development in furnace-based hydrogen reduction.

POSCO's TARGET FOR REDUCING CO; INTENSITY
(Unit: t-CO2/t-s)
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POSCO’s CARBON MANAGEMENT RISK AND OPPORTUNITY FACTORS

(S Green Steel B Green Business L Green Life P Green Partnership)

N S Thepossibility of increased flooding, rising sea levels and more severe droughts could adversely affect the outdoor storage of raw
2] materials, make industrial process water more difficult to obtain and drive up related costs.
o~ S Heavyreliance on coal is a basic part of steel production. Therefore, finding a substitute will be difficult when coal prices rise.
$  The company faces a cost burden and the risk of weakened competitiveness when implementing voluntary GHG reduction targets and
complying with tighter regulations on carbon emissions.
B Enactment of the government's tougher carbon restrictions will impair the competitiveness of energy-intensive industries (such as
steel), which in turn could reduce people’s incomes and curtail steel output.
S/P When the government initially applies its restrictive carbon policy, POSCO faces a risk of legal noncompliance as parts of the internal
carbon control program may still be incomplete and the employees concerned may lack sufficient training.
%) B Demand for carbon-lean steel is likely to increase in the consumer electronics, automobile, shipbuilding and construction sectors.
L -Transport Sector, Automotive: The growing importance of fuel efficiency will create the need for lighter vehicles, which will drive
E demand for specialty steel. . ) ) )
% -Power Sector: Demand will rise for special grades of electrical steel that are essential for the production of new and renewable energy.
= -Renewable Energy: Steel products will be needed to make wind-powered turbines and fuel cells.
S B  Demand for steel products is likely to rise because steel is easy to recycle.
& B Being first to develop certain new technologies such as hydrogen steelmaking and carbon capture and storage can bolster corporate
o competitiveness.
L/P Heightened shareholder awareness from positive assessments of corporate response to climate change can help boost the image of an

environment-friendly brand.

TECHNOLOGY DEVELOPMENT DIRECTION

1St

Route CARBON-LEAN STEELMAKING

279 CARBON CAPTURE & 3rd

Route STORAGE OF STEELMAKING Route HYDROGEN STEELMAKING

* For detailed information regarding climate change, please refer to the POSCO Carbon Report.
http://www.posco.co.kr/homepage/docs/kor/html/sustain/environ
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POSCO's Triton Used to Restore Coastal Areas
POSCO has developed “Triton"* which is effective in restoring
coastal areas damaged by the rise in seawater temperature.
Triton is a steel slag marine structure that can restore fishery
resources such as algae, fish and shellfish that have been
damaged by whitening events within a short time period.
Steel slag is a by-product of steel making and contains rich
quantities of useful minerals such as calcium and iron com-
pared to normal aggregates, which helps the algae’s growth
and photosynthesis, and helps purify the seawater and pollut-
ed sediments. In addition, the marine forest formed by Triton
has the effect of capturing COz through slag carbonation and
algae photosynthesis.

There are several explanations for whitening events at
coastal areas: one is the marine conditions theory that pin-
points the lack of nutrients in the seawater as the reason for
whitening, and the other is the herbivorous damage theory
which argues that animals such as sea urchins and abalone
eat up all the algae. It can be assumed that whitening is
caused by a combination of these events according to regional
conditions. Normally, ferrous substances that are necessary
for the growth of algae are supplied from forests through riv-
ers. However, with decreasing forest areas and large-scale
land development projects such as dams, their supply routes
are being cut off. Thus, it is commonly accepted that the in-
sufficient supply of ferrous substances (fulvic acid-iron) inhibit

the growth of algae.

As Triton is rich in minerals such as iron and calcium**
compared to natural rocks, it can restore the damaged algae
and fisheries of the coastal areas within a short time period.
The Triton reforestation technology has been proven viable
through a decade’s collaborative research between POSCO,
RIST, and other specialized research institutes in the East Sea
and Namhae open seas. The Triton fishing reefs have high
specific gravity and high strength characteristics, making them
physically stable and resilient to typhoons and tidal waves.
When built with the same budget as normal concrete, the
Triton marine forest’s algae adhesion surface is larger. In addi-
tion, Triton is a low-carbon material that reduces COz through
carbonation and photosynthesis of algae.

POSCO Volunteers for Clean Ocean  On November
25, POSCO founded the “POSCO Volunteers for Clean Ocean”
for the preservation and purification of the marine ecosystem.
The Volunteers for Clean Ocean was expanded from the scuba
diving club comprised of about 100 members from POSCO
employees and their families. They retrieve discarded fishing
nets, tires and tents from the sea. The POSCO Volunteers for
Clean Ocean plans to undertake sea surface and underwater
cleaning volunteer work every month at Pohang and Gwang-
yang, and once every half-year, they will visit issue areas for
large scale volunteer work.

*Triton : The god of the seas in Greek mythology. He blows a twisted conch to call upon dolphins and fish, and has the ability to restore forests
**|ron and calcium : Iron expedites spore germination and growth of algae, and calcium purifies polluted sediments and seawater
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7-FOLD INCREASE OF BIOMASS 18 MONTHS AFTER SEA
FORESTATION BY TRITION

STARK CONTRAST BETWEEN TRITON SEA FOREST AND
EXISTING ROCK MASS
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CO0z2 Storage through algae photosynthesis
(0.1 to 0.5 ton of COz reduced per year with a ton of TRITON)

Investmentin the Environment POSCO's investment in
environmental facilities in 2009 was KRW 297.1 billion, which
accounts for 10% of the total capital expenditures (capex).
Since its establishment, POSCO has continued investments in
environmental improvement, which amounts to a total of KRW
3,958.6 billion. This accounts for 9.1% of total accumulated
capex. In 2009, POSCO spent KRW 629.2 billion for mainte-
nance and operations of environmental facilities. Including

energy recovery costs and environmental R&D costs, POSCO's
total environmental expenses amounted to KRW 699.4 billion.
Owing to intensive investments in air pollution prevention
facilities such as implementing the sinter flue gas cleaning
system and optimizing dust collector facilities, the unit loading
factors of the three major air pollutants (SOx, NOx, and dust)
have decreased by 20% compared to that of 2006.

MAJOR INVESTMENTS IN ENVIRONMENTAL FACILITIES IN 2009

(Unit: KRW billion)

INVESTMENT DETAILS AMOUNT
Air Improvement of sinter flue gas cleaning system 1 and 2 166.1
Improvement of dust collector facility for enhanced efficiency
Water Supplementing the wheel washer in the raw materials yard 79.1
Improvement of dust collector facility for enhanced efficiency
Recycling Rationalization of furnace slag facilities 51.9
and other Improvement of slag pit
ToTAL 297.1
ENVIRONMENTAL EXPENSES
(Unit: KRW billion)
DETAILS 2007 2008 2009
Environmental facility Electricity, maintenance, labor costs, etc. 231.4 239.9 237.1
operating costs
Recycling costs By-product processing, delivery, incineration/ 178.3 197.5 215.8
landfill, outsourced treatment costs, etc.
Depreciation costs Environmental facility depreciation costs 133.7 147.7 142.5
General adminis- Environment-related department labor costs, 36.3 39.9 33.8
tration costs water usage dues, etc.
Environmental R&D costs Environmental R&D costs 14.0 14.0 13.3
Energy recovery costs By-product gas recovery costs, hot water/ 50.7 48.0 51.9
steam/electricity recovery costs
ToTAL 644.4 687.0 694.4

EMISSION OF AIR POLLUTANTS
(Unit: kg/t-s) ==Dust mmSOx ==NOx

WATER SUPPLY FOR OPERATIONS & EFFLUENTS
(Unit: m3/t-s) ==\Nater intake for operations == Effluents
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REDUCTION OF D1oxIN COMPARED TO 2001
Indexed dioxin emission levels where 2001=100

FINAL COD CONCENTRATION IN EFFLUENTS
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BY-PRODUCT RECYCLING BY APPLICATION (2009)

(unit: %)
Fertilizer 1 Other
1

Incinerated

Fertilizer — [ Other Landfill

Aggregates /18 Raw material /2% External use
— BLAST L STEEL 35
FURNACE SLAG MAKING SLAG DusT/SLUDGE
76 77 58
L Cement L Roads/civil works Lln-house use

EMisSIONS OF CHEMICAL BY-PRODUCT RECYCLING
SUBSTANCES (Unit: tons/year)

FINAL T-N CONCENTRATION
IN EFFLUENTS

(unit: mg/ [ ) ==Concentration =mlegal limit (Unit: tons/year) ==Pohang Gwangyang == Generated =~ Recycled ==Recycling rate(%)
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*T-N concentration has been regulated since 2003

CO: Emissions PER TON oF CRUDE STEEL

(Unit: t-CO2/t-s) == Direct emissions(Scope1) ==Indirect emissions(Scope 2)

2.19 2.20 2.14 *Calculation based on the WBCSD/WRI Greenhouse Gas Protocol guidelines(2004)
2.5 . s - Calculation scope: Pohang and Gwangyang Works
2.0 o 2.05 - Direct emissions(Scope 1): CO2emissions from transportation on site is not included
15 - Indirect emissions(Scope 2): indirect COz emissions via use of purchased electricity

: *C02 emissions figures are subject to change in the future according to adjustment
1.0 in the national emission factor and boundary condition for calculation as well as self-
0.5 0.07 0.07 0.09 production of coke, self-utilization of by-product gas and emissions factor adopted in
calculation.
2007 2008 2009

REDUCTION OF SOCIALLY EMITTED GREENHOUSE GASES

High tension automotive Low core loss electrical Granulated Slag(2009)
steel sheets(2008) steel sheets(2008)
Reduction of socially
262 1,6 ,638
emitted CO: (1,000 t-CO; /year) 23 >63
Sold volume (1,000t) 328 295 7,137

Environmental Management
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*High tension automotive steel sheet means HSS (High-Strength Steel) with tensile strength of over 590 MPa and AHSS (Advanced High-Strength
Steel) with tensile strength of over 440 MPa. Calculations were made on the assumption that the steel sheet was applied to a 2,000cc-class vehicle
produced by a domestic car manufacturer and the expected mileage improvement through reduced weight of the vehicle.

*Low core loss electrical steel sheet means grain-oriented electrical steel sheets with less than 0.98 W/kg loss rate and non-grain oriented electri-
cal sheets with less than 4.7 W/kg loss rate. Calculations were made on the assumption that the steel sheet was applied to a motor and power
converter and the expected improvement in energy efficiency.

*Adopting the standard set at the Asia-Pacific Partnership steel industry task force, calculations were made based on the assumption that 1 ton of
cement clinker that replaces 1 ton of blast furnace granulated slag has the CO2reduction effect of 0.79 t-COz/tClinker

Environmental Communication  POSCO discloses its
environmental objectives, related activities and performance
information through the Sustainability Report and the POSCO
website. POSCO annually hosts the Steel Conference environ-
ment workgroup, environmental technology sub-meetings, and
invites renowned scholars from Korea and abroad to under-
stand domestic and international trends and discuss coopera-
tion in environmental technology. In response to stakeholders’
heightened interest in climate change, POSCO has published
the 2009 Carbon Report in February 2010, in which relates
POSCQO’s GHG reduction objectives and activities to address
issues of climate change. The report details POSCO's system
addressing climate change and GHG reduction performances.

In order to receive objective reviews of its environmental
management activities, POSCO participates in the CDP (Carbon
Disclosure Project), which targets major enterprises of the
world, and receives reviews on its efforts to mitigate global
warming. POSCO also participates in the SAM DJSI(Dow
Jones Sustainability Index) — a global sustainability index
provider — to receive external evaluation on its sustainability
management activities.

POSCO shares advanced environmental technologies and
identifies international trends by continued communication
with WorldSteel and other domestic and international asso-
ciations and with academia, and has implemented the “POSCO
Large-Medium-Small Companies Green Partnership Expansion
Project” as a means of practicing win-win environmental man-

agement. From 2003 through 2008, clean technology transfers
and environmental management assessments have been
completed for 44 suppliers and 26 outsourcing partners. Since
2009, in order to establish a POSCO Family level environmen-
tal management system, the POSCO Family Environmental
Management Committee was launched in December, 2009
and has been operating since.

As a member of the “Cooperation program between steel-
makers and large & smaller companies” agreement super-
vised by the Korea Energy Management Corporation (KEMCO),
POSCO has been participating in the transfer of energy saving
technology in the steel industry sector and providing support
to SMEs since 2007. POSCO dispatches technical specialists
to 10 SMEs to support them in heating furnace operation,
maintenance techniques, and heat efficiency assessments.

Promoting Green Purchase POSCO outlined its green
purchase guidelines in 2005, classifying green purchase
types into 6 categories. In 2006, we expanded the green
purchase practices to a group-wide initiative. As a leading
participant in the “voluntary convention committee of busi-
nesses promoting green purchase practices,” POSCO works
with its suppliers to build an eco supply chain. It operates a
group-wide green purchase network and monitors the prog-
ress of green purchase practices, actively identifying new 3R
(reduce, reuse, recycle) items.

DOMESTIC AND INTERNATIONAL COOPERATIVE ACTIVITIES

Activity Details

Domestic -KOSA Environmental Policy Conference -Responding to changes in environmental policies and finding ways of voluntary environment

improvement activities

-KBCSD -Discussion on environmental issues and environment preservation activities

-ESP(Energy Saving through Partnership)
-Steel Industry Task Force to Address
Climate Change Convention

-Supervised by KEMCO, sharing of technology and know-how between companies for energy saving
-A meeting between KOSA, MKE, major steel makers, and research institutes for collective
response to the Climate Change Treaty

International ~ -WorldSteel CO: Breakthrough Programme -Collaborative CO2 reduction technology development program among WorldSteel members
-WorldSteel Climate Change Policy Group ~ -Led by WorldSteel, discussion on global steel sector approach

-Steel Industry Taskforce for the
Implementation of Asia-Pacific Partnership Asia-Pacific Partnership

-Taskforce for clean development and addressing climate change of the 7 members of the
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TYPE AND PERFORMANCES OF GREEN PURCHASE (Unit: KRW billion)
Type ITEMS 2007 2008 2009
GP1 Environmental mark items Lubricating oil, PCB, 4.5 1.6 1.9
Certified GP2 GR(Good Recycled) Monitors, inverters 0.1 0.1 0.04
(PSreehn mark items and sensors
urchases GP3 Energy saving items Motors and inverters 133 22.4 10.1
GP 4 Items reducing harmful materials Activated carbon, 32.7 39.6 733
(lead, mercury, asbestos) chemicals, resins
POSCO's GP5 Less waste producing items (adjusting Roll, water treatment 106.4 126.9 162.4
voluntary packaging unit, purchasing under waste chemicals, metallic tubes, heat
Green recovery standards and refill contracts, etc.) exchanger, knives, refractory
Purchases - -
GP6 Others(flame resistant, foreign Coveyor belt, flux powder 121 11.9 14.8
environmental label items)
TotAL 2, 047 ITEMS 169.1 202.5 262.5




Global POSCO

POSCO's business is reaching out to the world, with current operations totaling 66 subsidiaries domestically and abroad. If we
include all the companies that POSCO has invested in and subsidiaries of subsidiaries, 42 companies in Korea and 121 abroad are
striving for one value under the POSCO Family. In 2009, POSCO actively expanded coil processing centers and increased overseas
investments to further broaden its overseas business territory. At the same time, POSCO strived to enhance subsidiaries’ competitive
edge through evenly balanced advancement and improved liquidity by integrating subsidiaries’ overlapping business fields and mini-
mizing potential risks.

Recently discourse has shifted from competition between enterprises to competitiveness among value chains. Keeping in step
with this trend, POSCO is pursuing the POSCO Family Win-Win Strategy so that all members of the POSCO Family all over the
world may work toward the same vision and achieve mutual growth. As POSCO's business area reaches out to the world, we plan
to establish the Supplier Code of Conduct and distribute it to the global POSCO Family. In addition, we will implement a systematic
approach to cultivating core human assets in overseas branches to steadily increase the rate of local manager ranks until 2018. As
such, the core of the POSCO Family management strategy is to secure a foothold for growth through evenly balanced advancement
among POSCO's subsidiaries, outsourcing partners, suppliers and overseas branches, thereby reaching the goals set in Vision 2018.

POSCO is broadening its growth base through win-win partnerships
with the POSCO Family. Our vision is to strive for even and balanced
growth for the entire POSCO Family, which includes POSCO and its
affiliates, overseas branches, outsourcing service partners and sup-
pliers, and thus achieve the strategic goals set out in Vision 2018.
Thus, we plan to increase revenues in non-steel related sectors, which
comprised 18% of the KRW 34 trillion sales volumes in 2008, up to
35% of the sales volume in 2018, projected to be KRW 100 trillion.
Through standardization and specialization, POSCO is creating synergy
by implementing long-term competitiveness enhancing programs.
Standardization means building a community of trust having the same
vision and values, which will enable the POSCO Family to reinvent itself
as a value community that shares the Global POSCO Way, tapping into
the same corporate brand, core values, human resources development
and IT infrastructure. In order to achieve this goal, POSCO is promot-
ing the POSCO Way as the method of working throughout the POSCO
Family and harmonizing the POSCO CIl. We also plan to expand the
scope of shared services such as management support, cultural events,

purchasing support, IT infrastructure and financial support to the whole
POSCO Family members. POSCO also operates individual programs
under themes such as: sharing employee training programs, facilitating
POSCO Family members’ efforts to improve competencies, and fostering
a win-win cooperative mindset in all POSCO employees.

At POSCO, the annual volunteer activity per person is 30 hours — the
culture of sharing will be spread throughout the POSCO Family. POSCO
operates the POSCO Family local volunteer groups so that employees
may freely participate in volunteer activities and annual visits to all ma-
jor affiliates in order to provide social contribution consulting services.
POSCO also conducts various programs to assist the social contribution
activities of POSCO Family members. For example, meetings between
the on-line community and coordinators are frequently held to solve
difficulties related to social contribution work. Also, regular ethics
education programs for subsidiaries and publication of ethical dilemma
cases experienced by family companies are examples of how POSCO is
helping POSCO Family members to practice ethical principles.
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KEY SUBSIDIARIES STATUS
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POSCO

Securing Sustainable Growth Competency

In 2009, POSCO focused on “broadening its business scope” at the POSCO Family level, centering on its key steel-making busi-
ness. Unprofitable businesses were sold and similar business functions were consolidated to facilitate the even advancement
of domestic subsidiaries’ competencies. Korean subsidiaries’ revenue for 2009 reached KRW 13.8 trillion, an increase by KRW
1 trillion compared to the previous year, and net income increased by KRW 200 billion, at KRW 480 billion. In our overseas
business, we expanded investments in coil processing centers to broaden our global business territory, reaching KRW 4.6 bil-
lion in sales.

POSCO operates subsidiaries in the areas related to the life cycle of steel, and also in the areas of construction, energy, and
information technology which are considered its upcoming core business. In 2009, POSCO boldly restructured areas of low
competitiveness — the maintenance business with low profitability and the WiBro business which raised concerns of invest-
ment loss. Similar businesses within the POSCO group were consolidated to minimize management costs and enhance group-
wide competitiveness. As a result, POSDATA in the IT business and POSCON in automation were merged, reborn as POSCO
ICT, the engineering & IT convergence company. Also POSMEC and POS-M were integrated to become an engineering com-
pany specializing in industrial facilities. In addition, PosHiMetal, which produces and sells high-purity Fe-Mn(ferromanganese),
is preparing to manufacture next-generation products.

The POSCO Family continues to address climate change, a serious issue for the steel industry. POSCO Power will foster core
energy businesses of the future and enable POSCO to respond to energy-related international regulations including the climate
change regime. POSCO has entered the recycling business as well. PNR is a waste recycling plant that POSCO and Nippon
Steel will operate collaboratively to enhance resources usage, and POSFINE turns slag into a resource.

In tandem with the strategy to consolidate existing competencies and strengthen competitive edge in future businesses,
POSCO established POS Eco Housing, an environment-friendly steel house design and construction company for the supply of
environment-friendly housing materials. POS Eco Housing is the first self-supporting social enterprise in Korea. 34 of the first
50 employees were recruited among the socially disadvantaged, and POSCO plans to increase this number to 150 by 2012.
The establishments of POSWITH, the first social enterprise to be established in the form of a subsidiary of a conglomerate,
and POS Eco Housing, show POSCO’s dedication to its dual mission of enhancing its competitive edge in its businesses as well
as creating jobs for the socially disadvantaged.

POSCO is actively expanding its overseas plants to secure the foundation for global sustainable growth. In 2009, POSCO
worked to standardize the working method and infrastructure of all its workplaces around the world, including 11 coil process-
ing centers (SCM) that were newly established. Despite a slight drop in revenue due to decreased purchase orders caused
by global economic recession and reduced selling prices in 2009, we expect economic performances to continue to grow in
the long term owing to our business diversification and expansion efforts in 2010. POSCO is putting in various efforts to build
stable management conditions by enhancing global management synergy through M&As, as well as strengthening its leading
indicator management to prepare in advance for latent risks such as a double dip.

Highlights on Major Subsidiaries

POSCO owns subsidiaries not only in the steel related business, but also in construction, IT, and eco-friendly energy business.
Through its involvement in major business sectors, POSCO hopes to maximize synergy between businesses and prepare itself for
the age of non-stop competition.

*POSCO Power POSCO Power is a utility company that started as the first private power plant in Korea. Since its estab-
lishment in 1972, it has become Korea's largest private power plant with 1.8 million kW capacity. With its unrivaled growth
history and sense of responsibility as Korea's leader in power generation, POSCO Power has been devoted to advancing fur-
ther. Currently, POSCO Power has established plans to expand its capacity by 2.4 million kW by 2014 in order to alleviate the
power shortage problem in Seoul and its surrounding area. In accordance with this plan, starting from expanding 1,000MW in
December 2008, POSCO Power plans to complete its phase 1 of 1.2 million kW expansion by 2011, and phase 2 by 2014.
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POSCO Power is focusing on securing the engine for future growth through renewable energy. Ever since it acquired the
fuel cell (MCFC) business from POSCO, POSCO Power has been collaborating closely with FCE, a U.S.-based global leader
in this field. With a plan to complete a 180 kW-class SOFC fuel cell combined cycle power plant by 2012, POSCO Power has
completed construction of a 2.4MW-class fuel cell generator facility in November, 2009. In addition, POSCO Power is striving
to create a group-wide synergy effect by signing MOUs in the fuel cell business with RIST, POSCO ICT, POSCO E&C, and POS-
MEC.

In addition, POSCO Power has built a 300MW-class combined cycle power generation plant that uses by-product gas and
entered the IPP business in developing countries as a means to actively respond to the low-carbon green growth policy. POSCO
Power has identified renewable energy as the new growth engine, and its active pursuit of next-generation, eco-friendly fuel
cell business and renewable energy businesses such as wind, solar and tidal power generation are proof that the future which
POSCO Power hopes for is in harmony with low-carbon green growth.

* POSCO E&C POSCO E&C is an engineering and construction company newly launched in 1994 based on experience
gained from designing and building POSCO’s integrated steel mills. Since its establishment, POSCO E&C has grown into an in-
tegrated engineering and construction solution provider. POSCO E&C's scope of business is expanding to include not only steel-
making but also power plants and renewable energy business-- energy plants such as LNG terminals and oil refinery/chemical
plants, environmental businesses such as water treatment facilities and resource reuse, and civil engineering and construction
involving urban planning. Early on since its establishment, POSCO E&C has built a global operations system, running its of-
fices in Vietnam and China. In 2009 it broke ground for the expressway between Vietnam and China. It is active in overseas
businesses, becoming the first Korean company to build an overseas steel mill. It also won a contract for the combined cycle
power plant in Peru and operates steel plants in Iran and Japan. In June, POSCO E&C signed an MOU with POSCO Power for
the joint development of the energy sector. POSCO E&C's competencies in energy business and POSCO Power's expertise as
Korea's largest independent utility company are expected to bring huge synergy effects. In addition, the eco-friendly construc-
tion software POEMS has been implemented in all workplaces, contributing to the dissemination of environment-conscious
construction practices.

POSCO E&C's efforts to enhance competitiveness were recognized as it won the Minister of Knowledge Economy Award
under the environment-friendly construction category in the National Environmental Management Award in June 2009. Fur-
thermore, it ranked 24th among Korea's most admired companies and won 1st place among construction companies in a sur-
vey conducted by KMAC.

*POSCO ICT POSCO ICT was formally launched in January 2010, combining the know-how of POSDATA in information
technology and POSCON in equipment automation engineering. In addition to its three core areas of business - engineering,
process automation, and IT services - POSCO ICT plans to pave the way to new growth in the green IT sector such as smart
grids and u-eco (ubiquitous-ecological) cities.

POSCO ICT's three core areas of business are: engineering — providing comprehensive engineering services from system
design to maintenance in various urban industrial facilities including construction, railway, logistics and energy; process auto-
mation business based on know-how in steel mill production facility automation; and providing IT solutions for industrial facili-
ties. All three businesses are based on convergence technologies that build a safe and convenient workplace and promote
productivity. Combining these technologies with future technology, POSCO ICT plans to expand its business to smart grid, an
energy optimization solution. It will also play a leading role within the POSCO group in constructing a future-oriented ecologi-
cal city by utilizing this technology.
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INDEPENDENT ASSURANCE STATEMENT

POSCO

Scope and objectives

Two Tomorrows (Asia) Limited has undertaken indepen-
dent assurance of the POSCO 2009 Sustainability Report
(the ‘Report’)

The assurance process was conducted in accordance with
the AAT000AS (2008). We were engaged to provide Type
1 assurance, which covers evaluation of adherence to the
AA1000APS (2008) stakeholder principles of inclusivity,
materiality and responsiveness (the Principles). The scope
of our work excludes financial information and the reliabil-
ity of sustainability performance claims.

Responsibilities of the directors of POSCO and of
the assurance providers

The Directors of POSCO have sole responsibility for the
preparation of the Report. We were not involved in the
preparation of any part of the Report. We have no previous
contracts with POSCO and this is the first year for which
we have provided assurance for the company.

Our statement represents our independent opinion and
is intended to inform all of POSCO stakeholders including
management. We adopt a balanced approach towards all
POSCO stakeholders.

Our team comprised MinGu Jun, project leader, Todd
Cort, project advisor, InMog Yang, SeYoung Yang and Sang-
Mook Park and this assurance statement was prepared by
the team in English, and reviewed and signed off by Jason
Perks, CEO Two Tomorrows (Asia) Ltd. Further information,

including individual competencies relating to the team can
be found at: www.twotomorrows.com

Basis of our opinion

Our work was designed to gather evidence with the objec-
tive of providing moderate assurance as defined in the
AA1000AS (2008). We undertook the following activities:

= Review of information provided to us by POSCO on its report-
ing and management processes relating to the AA1000 Prin-
ciples.

= Review of the English and Korean draft report to identify ma-
terial claims for further check and clarification during the site
visit and management interviews.

= 4 days site visits with 4 assurance practitioners to Pohang
Steel Works, Seoul to review management systems for sus-
tainability areas discussed in the Report.

= 5 senior and executive management interviews to assess
management and adherence of the company to the three Ac-
countability Principles.

Findings

We reviewed and provided feedback on drafts of the Re-
port and where necessary changes were made. On the
basis of the work undertaken, nothing came to our atten-
tion to suggest that the Report does not properly describe
POSCO'’s adherence to the Principles

Two Tomorrows (Asia) Limited trading as Two Tomorrows was formed from the merger of Csrnetwork and Sd3 in January 2009, Two
Tomorrows is an international consultancy that helps companies to perform better and create value by doing business in a sustainable

way. www.twotomorrows.com
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Observations

Without affecting our assurance opinion we also provide

the following observations.

Inclusivity concerns the participation of stakehold-
ers in developing and achieving an accountable and

strategic response to sustainability.

= POSCO has a well developed system for assessing stake-

holder priorities for sustainability reporting through the Mate-

riality Assessment. We believe that the Materiality Assess-

ment could be aligned with the business risk management

processes to promote more inclusive decision-making within

the company.

= POSCO might also consider additional, formal stakeholder

feedback efforts that can help the company to evaluate its

processes for recognizing and managing material issues.

This might include engaging a stakeholder advisory panel or

similar.

= POSCO appears to have a strong history of engaging with

local communities around the major operations. As the

company grows and the number of operations increases,

more formal systems of communicating stakeholder feedback

between the operations and group management will likely be

necessary.

Material issues are those which are necessary for
stakeholders to make informed judgments concern-

ing POSCO and its impacts.

O Zes

Jason Perks Todd Cort
Project Director Project Advisor

Director, Two Tomorrows Group CEO, Two Tomorrows North America

MinGu Jun

Project Leader

= POSCO should consider the possible sustainability risks and
opportunities from its new global business ventures in mining
and energy sector. For those investments where POSCO does
not have operational control, the company could describe ef-
forts to work with business partners to develop and promote
good practice.

= We recommend that POSCO improve the materiality by
reducing process or management approach related issues
in the current materiality assessment and focusing more on
specific sustainability issues. Utilising the material issues’
relative priority to determine the report structure is also rec-
ommended.

Responsiveness concerns the extent to which an or-
ganization responds to stakeholder issues

= Effective response requires effective internal communication.
POSCO currently has excellent cross-functional communica-
tion on energy and environmental performance. We believe
that additional aspects of sustainability could be integrated
into these internal communication methods to improve re-
Sponsiveness.

= We note that POSCO has committed to reducing energy
usage and carbon emissions. We recommend that POSCO
report specific, measurable and time-dependent targets for
the remaining top priority issues identified by stakeholders
through the Materiality Assessment (Social Contribution,
Employee Development and Eco-Friendly Management)

May 13, 2010
Two Tomorrows (Asia) Limited, Seoul

InMog Yang
Associate Director

Regional Director Two Tomorrows Asia | Regional Director Two Tomorrows Asia

P AATI000
Two T?r'r'lgrf?ws :'.l:?vn.ﬁ.wwawr Provider
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GLOSSARY

Slag Slag is a by-product of smelting ore to purify metals, minimizing the
reoxidation of the final liquid metal product before casting. Classified as
blast furnace slag and steel slag, these by-products can be applied to ce-
ment, concrete, road pavement and phosphatic fertilizers.

ADR (American depository receipts) A negotiable certificate is-
sued by a U.S. bank representing a specified number of shares(or one share)
in a foreign stock that is traded on a U.S. exchange. This product reduces
administration and duty costs that would otherwise be levied on each trans-
action.

BFG (Blast Furnace Gas) Gas produced at the blast furnace having
a caloric value of approximately 750/Nm3, and is used as heat source in

thermal power generation and hot blast furnace.

CDM (Clean Development Mechanism) The Clean Development
Mechanism(CDM) is an arrangement under the Kyoto Protocol allowing
industrialized countries with a greenhouse gas reduction commitment
to invest in projects that reduce emissions in developing countries as an
alternative to more expensive emission reductions in their own countries.
Globally promoted CDM projects include renewable energy development,
improvement of thermal efficiency and processes, and afforestation.

CDP (Carbon Disclosure Project) CDP is an independent non-
profit organization that works with institutional investors to disclose the
greenhouse gas emissions of major corporations by sending annual Informa-
tion Requests for disclosure signed by the international investors.

CDQ (Coke Dry Quenching) CDQ is a facility to recover heat from
the red-hot coke produced by coke ovens using nitrogen gas and generating
steam from the captured heat. The recovered steam is used for power gen-
eration.

COD (Chemical Oxygen Demand) A measure of water quality. An
oxidizing agent is injected to oxidize organic compounds to carbon dioxide.
COD is expressed in milligrams per liter(mg/L), or parts per million(ppm),
which indicates the mass of oxygen consumed per liter of solution.

COG(Coke Oven Gas) Itis a gas produced during carbonization of
coal, having a caloric value of 4,500~5,500Kcal/Nm3

EVI (Early Vendor Involvement) Moving a step forward from simply
supplying steel products that a customer requests, EVI means to participate
from the development stage of a new product, cooperating with the cus-
tomer on matters relating to the product and quality.

GRI (Global Reporting Initiative) GRI develops and disseminates
globally applicable Sustainability Reporting Guidelines. It is comprised of

representatives from various sectors including business, research, civic
groups and investors. The GRI is a collaborating center of the United Nations
Environment Programme and works in cooperation with the United Nations
Global Compact. The third version of the GRI guidelines, referred to as G3,
was released in October 2006.

FOG(Finex Off Gas) Gaseous by-product generated during Finex pro-
duction, and used in power plants.

LDAR (Leak Detection and Repair) Program LDAR refers to a
series of measures taken to reduce the emissions of pollutants from fugitive
emission sources, including the monitoring and repairing activities of poten-
tial leak points and related systems.

LDG(Linz-Donawits Converter Gas) Gaseous by-products gener-
ated at the LD(Linz-Donawits) converter in the steelmaking process.

MEGA-Y A large-scale project implemented cross functionally between
divisions in order to achieve the company’s strategic target(What) by the
owner who has received the CEQ’s sponsorship(Who:centering around the
executive(s)), within a given time period(When), employing the 6 Sigma
methodology(How).

POSCO Family In response to market conditions where supply chains
compete against other supply chains, the term POSCO Family means the
policy at the POSCO Group level that encompasses POSCO, POSCO’s subsid-
iaries, outsourcing service partners, cooperation partners, and suppliers.

QSS (Quick Six Sigma) Activities intended to uncover hidden value by
identifying and removing waste factors at work.

TRT (Top-gas Recovery Turbines) Gas pressure from blast fur-
naces that is used to motor turbines and generate power.

POSCO’s Safety Schemes, Systems and Activities

| Safety Master Program | This is a 6-month program to train safety experts, and consists of beginner’s course, specialized course and expert course. The
130 safety experts trained during 2009 are currently in charge of safety in their divisions and departments as the best safety experts.

| e-Safety System | The e-Safety system has evolved with the purpose to systematically check and assess major facilities and equipment and quickly iden-
tify and eliminate hazardous/risk elements. The e-Safety system enables the browsing and analysis of safety & health information and technical data, and
turning them into educational material. In addition, beginning from the latter half of 2010, the safety-related information will be searched, analyzed, and the
assessment results input real-time using the smart phone, which is expected to bring innovative advancement in the ways work is done.

| POSCO Safety Assessment Tool (PSRS) | The PSRS is POSCO's proprietary safety assessment system that quantitatively scores safety ratings from 1~5
through interviews, on-site evaluation, surveys and data examination of the 12 elements in 3 areas (leadership, organization, implementation). When the
POSCO safety assessment tool identifies an area that needs improvement, the assessment results are published, to which a solution must be presented. 6
months after the first assessment, the second assessment is conducted to support change activities.

| 10 Safety Codes | These are the 10 rules all employees must follow to keep themselves as well as their co-workers safe. Campaigns, instruction and
monitoring are conducted so that all members may make them second nature and a habit.

| Equipment Entry & Exit Control System During Operation (ILS During Operation) | According to the danger grade of each equipment from 1~3, entry
and exit standards are set so that access and entry/exit from the facility or equipment is impossible if safety checks and appropriate measures are not taken.
If an operator enters or exits the equipment arbitrarily, it stops automatically. The ILS During Operations is a scientific system that protects the operator from
risk at the source.

| Red Helmet | This is a system that ensures hazardous and/or dangerous work is carried out safely. When unexpected incidents occur during operations, a
safety coordinator wearing a red helmet examines the risk factor and immediately contacts the related staff and department, checking the safety measures
taken.

| TBM(Tool Box Meeting) | Before starting work, all related staff from operation, maintenance, and outsourcing service providers hold a small group meet-
ing to identify and discuss risk factors. This institution heightens safety awareness and strives for a flawless safety measure.

| Work Permit System | Before commencing work, the person in charge of operation and maintenance identifies and eliminates potential risks or sets up a
plan to minimize the risk, and checks the safety equipment and protective gear before writing up, verifying and examining a work permit.

POSCO

READER FEEDBACK SURVEY

posco

We welcome your feedback on POSCO’s
2008 Sustainability Report. Your views and
suggestions will help us to further improve
our future editions of the report.

POSCO’S PREVIOUS REPORTS
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Social Contribution Report 2003, 2006 @ Sustainability Report 2004~2008

Environmental Report POSCO has published Environmental Reports from 1995 to 2003, describing the activities and per-
formances of its environmental management initiatives, which were put into place since its foundation. Through these reports,
environmental information on POSCO’s head office, Pohang and Gwangyang Works was provided to our stakeholders, and their
feedback has been reflected in our environmental management policies and practices.

Social Contribution Report In 2003 and 2006, POSCO published Social Contribution Reports, a compilation of all the social
contribution activities conducted since our establishment. The reports contained our efforts for mutual growth with society through
our support activities in the areas of education, athletics, culture, social welfare and volunteering.

Sustainability Report Since 2004, POSCO has published a Sustainability Report, which includes content from both the Envi-
ronmental Report and the Social Contribution Report. The Sustainability Report, which describes the activities and performances of
POSCO's efforts in sustainability management over the period of a year, is prepared and published in full conformity with interna-

tional guidelines and verified by an independent organization for its reliabi

1. What is your overall satisfaction level with this report?

OVery satisfied OSatisfied TONeutral ODissatisfied O 'Very dissatisfi

2. What do you think of POSCO'’s 2009 Sustainability Report?

Report provides sufficient and relevant information. OVery satisfied
The contents are credible. O\Very satisfied
The report is easy to understand. O\Very satisfied
The report layout aids in understanding the contents. O\Very satisfied
Report offers good accessibility. O\Very satisfied

lty.

ed

O Satisfied
O Satisfied
O Satisfied
O Satisfied
O Satisfied

ONeutral
ONeutral
ONeutral
ONeutral

ONeutral

O Dissatisfied
O Dissatisfied
O Dissatisfied
O Dissatisfied

O Dissatisfied

3. What are your areas of interest or what information are you seeking?(Multiple answers possible)

OPOSCO overview O Stakeholder engagement O Performance data O Corporate governance O Business ethics

O\Very dissatisfied
O\Very dissatisfied
O\Very dissatisfied
O\Very dissatisfied
O\Very dissatisfied

OFair competition O Risk management O Sustainability management O Management strategy O Economic performance

OEnvironmental management system O Environmental performance O Environmental partnership 0 Addressing climate change

O Safety and health OEmployees ©Customers/Suppliers O Social contribution  OLocal communities

O Achievements of Subsidiaries ©Win-win cooperation with SMEs

4. Please feel free to state any comments or suggestions regarding this report or the

sustainability management of POSCO.

5. Which of the following stakeholder groups do you fall into?

OCustomer O Shareholder 0POSCO employee O Subsidiary employee

OResearch institute O Civic group ©Media Government agency CLocal resident

OStudent ONone of the above,

Please detach and return this survey by post or fax to:

CSM Team, Social Contribution Group, POSCO Center, 892 Daechi 4-dong, Gangnam-gu, Seoul 135-777, Korea

Tel : 02-3457-0377 Fax : 02-3457-1927 email : sustainability@posco.com
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