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AROUND THE WORLD, THROUGHOUT POSCO’S BUSINESSES, WE DREAM OF THE IMMINENT
FUTURE. WE SEE MARKETS THAT CRISSCROSS BORDERS ON EVERY CONTINENT. WE CELEBRATE
CHANGE THAT MOVES WITH TIME. WE EMBRACE NATURE, RATHER THAN TRYING TO CONQUER
IT. WITH HARD WORK AND CREATIVE INNOVATION, WE ARE REALIZING OUR INTERNATIONAL
DREAM OF HUMANISTIC, GREENER AND POSITIVELY SUSTAINABLE GROWTH. AS WE FULFILL
POSCO 3.0, WE ARE BUILDING A BRILLIANT FUTURE FOR EVERYONE--EVERYWHERE.

GLOBAL




Setting a bold course for global leadership over the next decade, POSCO formulated Vision 2020.
Last year, we acquired Daewoo International. In order to integrate Daewoo’s strengths into the
company and take full advantage of the coming opportunities and fast-changing market conditions,
we refined our Vision 2018 into Vision 2020. This expanded vision sets guidelines for strategy and
implementation over the next decade. Today, step by steady step, we are gaining on the goal.

The new POSCO is meeting the challenges of the fluctuating business environment as we grow
beyond our success as a steelmaker and become a comprehensive materials producer. Already,
we operate the largest integrated steelworks in the world. We are pioneering humanistic and
renewable energies. We are developing groundbreaking advanced technologies. We are building
the platform for green and greater growth. By harnessing determination, vision, passion and fierce
drive, POSCO is defining its future as world-first, world-best and world-class. We are one step
closer to becoming a Global Top-Tier Company.

ARE YOU READY?

... to get ONE STEP CLOSER ...
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FINANCIAL HIGHLIGHTS
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WE'RE READY-

In 2010, we confidently met the challenges of the troubled global economic climate and made

great strides toward fulfilling the POSCO 3.0 initiatives: Business Evolution, Market Expansion and
Operations Innovation. We achieved KRW 60.5 trillion in consolidated revenue and KRW 5.7 trillion
in consolidated operating income. In an era that requires streamlined efficiencies, we accomplished
robust cost savings of KRW 1.28 trillion. As a result, POSCO recorded the best performance of any
global steelmaker in the past two years, reaching KRW 32.6 trillion in revenue. We boosted our
export ratio to more than 35%. We invested KRW 9.4 trillion in capacity expansion at home and
abroad, and in raw materials, mine development, group synergy, a major acquisition and our green
growth business. Our consolidated assets grew to KRW 68 trillion. We will continue to strengthen
our steelmaking business as we identify new growth engines. The New POSCO is attaining growth
and profits through stability and sustainability. We remain dedicated to protecting the planet and
respecting natural resources. One step at a time, we are moving closer to achieving our Vision 2020
of POSCO Group sales of KRW 200 trillion.

...and ONE STEP CLOSER
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POSCO is advancing into the new era by building on our steel business and
supported by our new steel trading services. We are growing into a Global Top-
Tier Company as we expand our businesses and markets around the world. To
realize Vision 2020 and generate sustainable growth, our E&C, Energy and ICT
businesses are identifying cross-division opportunities and moving forward both
individually and by working together.

We are honing our competitive advantages. We are penetrating key markets. We
are investigating new growth in the environmental and energy industries. We are
q "iri_ng world-class companies and expanding capacity.

ONE STEP AT A TIME,

With eyes, hearts and minds focused on 2020,
we are creating a greater POSCO.
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STEEL rroundine world, POSCO is expanding
markets and reach for its diversified portfolio of
high-grade steel products. In 2010, POSCO (parent)
outperformed the industry with KRW 32.6 trillion in
revenue and KRW 5.05 trillion in operating income.
POSCO Specialty Steel posted record revenue of
KRW 1.54 trillion. POSCO Coated & Color Steel had
sales increases of 80% with KRW 1 trillion in record
revenue. POSCO’s global Stainless Steel sector had
consolidated revenue of KRW 7.38 trillion, up KRW
1.88 trillion from 2009.

STEEL SUPPORT 172010, buitding onits

43 years as an international trading and investment

company, Daewoo International became an
affiliate of POSCO Group. This acquisition bolsters
our competitiveness in global trading, resource
development and new businesses. In 2010, despite
the difficult climate, Daewoo achieved record-
breaking sales of KRW 15.67 trillion and operating
income of KRW 172 billion. To support the growth
of our steel trading services, we are expanding the
processing centers around the world and creating
unrivaled reliability in our distribution services.
E&C A total construction solution provider,
POSCO E&C and A&C achieved record-breaking

orders last year of KRW 11.56 trillion, a significant

increase from the KRW 9.68 trillion in 2009. Revenue

totaled KRW 6.37 trillion and operating income reached
KRW 281 billion. That performance earned POSCO E&C
a place among the top 40 construction companies in the
world, as ranked by “Engineering News-Record (ENR).”
POSCO E&C also achieved cost savings of KRW 223.6

billion in 2010, while increasing the gross-profit ratio to

8.7%, compared to 7.6% in 2009.

ENERGY roscofocuseson energy as a key

growth engine. In 2010, POSCO Power achieved KRW

882 billion in revenue and operating income of KRW 79

billion, and began its expansion as a Global Total Energy

Provider. By 2020, POSCO Power aims to reach
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trillion in sales. In 2009, we launched POSCO E&E as a
global green energy company with anticipated revenue
of KRW 1 trillion by 2020.

|C_T In January 2010, we launched POSCO ICT,
merging the POSCON engineering and automation
business with POSDATA IT services. In its first year
of operation, we received KRW 1.13 trillion in orders,

a robust 26.5% increase over 2009. Sales totaled

KRW 830 billion and operating income reached KRW

25 billion. Among ara options, POSCO ICT is
ing high-quality laser welding machines, smart
grid solutions and energy-efficiency projects for steel

plants and overseas power grids.
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POSCO keenly understands the rewards of
looking back and the demands of looking
forward. That's what drives Vision 2020, our
strategic blueprint to become a Global Top-
Tier Company over the next decade. We draw
on forty years of unequaled expertise and
experience to navigate the transformations
now underway in international industries,
markets and economies. Indisputably, the
world is changing fast. Emerging markets and
G20 countries are on the rise, including China,
India and nations in Asia and Latin America.
Newer markets in Africa, Siberia and the
Arctic regions are thriving. Well-worn models
in advanced markets in the US and the EU are
being re-engineered. Clearly, we're playing a
new game with swiftly evolving rules.

POSCO has anticipated these shifts. By linking
the strengths of our past to continuous
innovations for our future, we are expanding
our core steel business to amplify markets,
venture into new businesses, investigate
clean energy and invest in breakthrough
technologies. We foresee growth founded

on green industries, information and
communications technology, smart renewable
energy products and respectful development
of natural resources. Internally, we are
optimizing POSCO family collaborations and
opportunities. Around the world, we are
integrating our unmatched capabilities to
work for our customers as well as for the
community.

Vision 2020 embodies POSCO’s determination
to realize sustainable growth with the
creativity, talent and skills that can deliver on
that promise. We are determined to become a
Global Top-Tier Company.
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Timeline for the POSCO Visionary Plan

2008

e Announced Vision 2018
at our 40th Anniversary
- Revenue target
KRW 100 trillion by 2018

2009

¢ Implemented POSCO 3.0

Initiatives to accelerate
Vision 2018 and become
a comprehensive
material producer

2010

¢ Refined Vision 2018
into Vision 2020 as
we acquired Daewoo
International and
Sungjin Geotec

2011 ~

e During the first year
of Vision 2020, we are
focusing on intelligent
productivity...

- Revenue target
KRW 200 trillion by 2020

Investing in growth and profitability

Achieved 9.5% operating profit margin as revenue and net profit increased
In 2010, POSCO produced 35.5 million tons of steel and achieved sales of 38.7 million tons, an increase

of 24% (consolidated) from 2009. Consolidated revenue totaled KRW 60.5 trillion, while operating
income was KRW 5.7 trillion. Although overall performance in production, sales and profits was
affected by the global economic recession, we still achieved 9.5% operating profit, which proved to be

better than our leading peers.

Our assets increased by 35% over 2009, to KRW 68 trillion, with continuous return on investment and
increased investment in steel and steel trading services. Total-liabilities-to-equity ratio was at 82.8%
while EBITDA increased by 3.3% to KRW 7.4 trillion.

Expanded global production and sales capacity
In 2010, POSCO anchored the foundation for our global growth. We launched our first overseas

integrated mill project in Indonesia. We are building a Continuous Galvanizing Line in India, expanding
cold-rolled steel plants in Vietnam, and established a sales center in Southeast Asia. In total, our
Processing Centers jumped from 42 to 48, as we strengthened international sales and heightened

production of high-quality steel.
In addition, POSCO expanded capacity by completing the new plate mill in Gwangyang, which now can

produce more than 2 million steel products a year. We revamped the Pohang #4 blast furnace, which

also increased production capacity.
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VISION 2020

BECOME A GLOBAL
TOP-TIER COMPANY

60

IN 2010, REVENUE
KRW 60 TRILLION

200

REVENUE TARGET

KRW 200 TRILLION

120 FROM CORE STEEL BUSINESS
60 FROM GROWTH BUSINESS

20 FROM SEED BUSINESS

12%

ANNUAL REVENUE GROWTH
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Sharpened competitive leadership
POSCO enhanced its competitive advantages by being the first to develop high-end products and

technology, including the commercialization of super high-tensile steel in the 1,470Mpa class HPF for
automobiles and the production of super-lightweight automotive steel products, such as TWIP steel.

By using more affordable raw materials and recycling byproducts, we realized KRW 1.2 trillion in cost
savings. In keeping with our goal of maintaining reliable access to natural resources, we acquired
greater equity stakes in Australia’s iron ore mines.

Secured future growth engines and green business opportunities
In 2010, POSCO strengthened our leadership with two key acquisitions: Daewoo International and

Sungjin Geotec. Daewoo International bolsters our global sales networks and natural resources
development while Sungjin Geotec delivers significant offshore plant capabilities. By building a
domestic cold-rolled facility and forging a joint venture for titanium slab, we are one step closer to

becoming a comprehensive material provider.

We continue our voluntary efforts to reduce greenhouse gas emissions as we develop new technology
and seek innovation that allows for mutual growth with our partners as POSCO Group.

Created companywide synergy
In 2010, every POSCO business worked to perfect its individual core capabilities while also identifying
key opportunities to partner with sister companies.

POSCO Specialty Steel focused on expanding sales of high-profit strategic products. POSCO Coated

& Color Steel built a high-profit, high-value-added 450,000-ton capacity production line for ALCOSTA
color steel plates. In 2010, POSCO E&C received record new orders of KRW 11.4 trillion, an increase of
KRW 2 trillion over 2009, including a Combined Cycle Plant in Iraq and a desalination plant in

Abu Dhabi. POSCO Power improved its energy generation and fuel cell business capabilities by
completing a 300MW byproduct gas Combined Cycle Gas Turbine (CCGT) in Gwangyang, building a
1,200MW LNG CCGT in Incheon, completing a 100MW stack plant and acquiring a 50MW BOP plant.

Our newly established POSCO ICT focused on IT conversion, such as construction IT for a housing
project in Tobruk, Libya, nuclear power PLC supply for Sinuljin No. 1 and 2 reactors, as well as new
businesses in LED and smart grid projects. POSCO Chemtech and POSCO M-Tech also achieved

record performances in chemicals and the special materials business.

Reconfiguring the business landscape
The world today faces many challenges and economic risks. Advanced countries are still working to

regain financial footing in the wake of the global recession while emerging markets are struggling
with the effects of inflation. Political upheaval continues in the Middle East and North Africa. Finally,
even natural disasters, including the flood in Australia and earthquake in Japan, have exacerbated the
risks of uncertainty.
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Even so, industry organizations such as the World Steel Association and World Steel Dynamics
forecast steady steel demand in emerging markets with growth of 5.3% in 2011. While over-capacity
continues to be a structural issue for the industry, demand remains high. Demand in China and India
drove increases in steel production up 5.1% in 2010.

The domestic market is expected to show stable demand, fueled by growth in the automotive,
shipbuilding and home appliance industries. Our steel production is predicted to grow 6.9% in 2011,
with new production facilities now fully operational. Strong prices in iron ore and coking coal will play

a major role in managing production over the next year.

Realizing the new POSCO
| believe we must view our businesses with fresh perspective and evolve from being a manufacturer to

becoming a total solutions provider. The new POSCO must grow beyond our success as a steelmaker
to become a comprehensive material producer.

In order to take full advantage of upcoming opportunities and the rapidly-changing market conditions,
we refined our Vision 2018 into Vision 2020. This extended vision allows POSCO to set guidelines for
the next decade.

POSCO’s Vision 2020 has four pillars that support the foundation for moving “Toward the 4 Greats”:
1) Business - encompasses excellent structure; 2] Market - expands global sales and reach;
3) Systems - top-performance managers and operations; and 4) People - worldwide talent.

Evolving our business

As we work toward 2020, we are trying to segment our business portfolio by sector and by balancing
and combining: 1) steel & non-steel; 2] conventional & innovative; 3) manufacturing & services. In the
recent past, POSCQO’s expansion as a global company has been as a leading steelmaker. Over the next
decade, our business will consist of: 1) core steel businesses, including stainless steel, raw materials
development, special components and steel trading services; 2) new growth businesses in E&C,
Energy, ICT and Chemicals; and 3) seed businesses in green and offshore divisions.

Expanding our markets

POSCO’s business territories are moving beyond our current major markets in Europe, Asia and
America, and expanding into Africa, Siberia and the Arctic regions. We intend to strengthen our
leadership in the steel industry by building an integrated mill in Southeast Asia and a downstream mill
in the Americas, while further developing natural resources in Northeast Asia and Africa. Going global
is our current priority for sustainable growth.

Innovating our systems

POSCO will advance its Group management systems through symbiotic partnership, innovation and
alliances that fuel synergy. Our new value creation will be implemented by a foundation of smart
operations and by nurturing creative talent. We will pursue trust and growth as we work with our
subsidiaries and processing center bases. With a single vision, management can maximize the
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opportunities for Group-wide systems. Additionally, we are developing R&D systems that will help propel
future growth engines and leveraging marketing activities that boost customer value and satisfaction.

Developing our people

POSCO employees are valued as an independent pillar of the company’s future because skills, talent,
creativity and commitment are critical to system innovations. We grow together with our employees
as we share each success. We allow for each employee to set his or her individual vision and work to
achieve it. We encourage our employees to embrace their dreams, and, in turn, provide success for all
of POSCO.

Management goals for 2011

During the first year of Vision 2020, we are focusing on intelligent productivity, which requires that
POSCO fulfill four tasks: (1) cultivate skilled workers; (2) sharpen our competitive edge and customer
value; (3) expand sustainable growth via ethical management and symbiotic partnerships; and

(4) pursue smart management.

Embracing knowledge-based productivity

Success for our future is dependent on knowledge-based productivity—a combination of financial and
workplace productivity. When training leaders of the future, POSCO encourages employees to fully
make use of their skills and talents. Quality performance is enabled by access to real-time knowledge.
To nurture our people’s intelligence, we plan to support knowledge-based work environments. We
will streamline plant operations and maintenance and arrange for double work shifts that stagger
employee groups. We will encourage Global 3.0 Talent as we advance into global markets.

Equally important, we will continue to focus on safety. POSCO’s bedrock management philosophy is to
protect employees, co-workers, their families and, altogether, the entire company. We are determined
to grow POSCO as a “Triple Safe Workplace”: zero accidents, zero malfunctions, zero defects.

Developing competitive customer value

Marketing 3.0 is the second block in building the foundation of Vision 2020. Creating customer value
will lead to growth across POSCO Group by the cooperation of marketing, plant operations and
technological businesses. We will complete investments in our major projects abroad: India, Indonesia
and Brazil. Our FINEX process is going forward as a global business model that contributes to our
competitive edge.

Technology is the key to our core competency. To that end, we will develop proprietary technologies
and streamline our operational processes as we outstrip the competition. Our global technology
networks will further bolster our advanced R&D. Yet all of our marketing, global steelmaking and
technology innovation is built on solid cost reduction. POSCO Group saved more than KRW 1 trillion
annually for five consecutive years. We intend to save a total of KRW 2.4 trillion throughout POSCO
Group in 2011.
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Deepening our reputation for ethics management and trust
Third, our organizational culture must be defined by mutual growth and trust that extends not only
throughout POSCO Group but also to our business partners.

Our Ethics Management 3.0 practices will continue to inform businesses Group-wide. In order to gain
love and respect as a company, we will support small- and mid-sized companies, nurture communities
and offer volunteer services and social contribution activities. We will also ensure transparent,
trusting, sincere and compassionate relationships with employees to communicate in a single voice.

To prepare for the low-carbon green growth era, we are upholding a carbon-neutral management
standard for every workplace and environment. We are committed to complying with global standards
and to planting the seeds of growth that take root in a greener life and culture.

Pursuing smart management

Fourth, we are building a management system suited for Vision 2020. We are upgrading our old systems
to POSPIA 3.0, which embodies the core values of intelligence and creativity. Simultaneously, we are
customizing and rethinking processes for our markets, technology and individual resources as we move
toward becoming a comprehensive material provider. As we expand our global operations, we will
establish optimized support and principles for global production and sales, integrated procurement,
logistics processes, and worldwide office management and evaluation systems. We are building smart
workplaces in the plant and in the office so our people work harmoniously to deliver innovation.

Looking ahead

2011 is the year to augment POSCO’s sustainable management. By developing advanced technology,
expanding markets and satisfying customers, we will enhance our profitability. Simultaneously, we
expect to sharpen our competitive edge in the steel business as we initiate our full-fledged integrated
mill business in new global markets.

POSCO is taking big steps toward realizing our new Vision 2020. We are anchoring our four pillars by
evolving our Business into non-steel sectors; expanding our Markets into new territories; innovating
Systems across Group-wide management; and supporting the growth of our People by encouraging

our employees to reach for their dreams.

My pledge to our valued and respected shareholders, customers and communities is to fulfill my

duties with a strong will.

Thank you.

Joon-Yang Chung
Chief Executive Officer 0
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BOARD OF DIRECTORS

POSCO works to ensure the
Independence of our Directors and the
rights of our shareholders. Currently,
we have thirteen Directors on the
Board: eight from outside of the

company and five executives.




Dae-Gyu Byun

OUTSIDE DIRECTORS INSIDE DIRECTORS

Sang-Kil Park Yong Nam Chang-Hee Lee Byung-Ki Kim Young-Sun Lee Joon-Ho Han Jang-Hee Yoo Joon-Yang Chung Jong-Tae Choi Han-Yong Park Chang-Kwan Oh Jin-1l Kim

- Chairman of the Finance and - Presiding Director of the Board of
Recommendation Committee Operation Committee Directors
- Finance and Operation Committee - Evaluation and Compensation - President, East Asian Economic

- President, Hallym University Committee Association
- CEO, Samchully Co., Ltd.

- Chairman of the Evaluation and - Chairman of the Director Candidate

Compensation Committee

- Chairman of the Audit Committee
- Chairman of the Related Party
Transaction Committee - Audit Committee
- Evaluation and Compensation - Related Party Transaction Committee
Committee - Visiting Professor, Technology
- Professor, Seoul National University Management Economics and Policy
Graduate Program, Seoul National University

- Director Candidate Recommendation - Audit Committee - Director Candidate Recommendation
Committee - Related Party Transaction Committee Committee

- Evaluation and Compensation Committee - Lawyer, Kim & Chang - Finance and Operation Committee

- Chairman and CEO, Humax Co., Ltd. - Advisor, LG Electronics

- Chairman of the Executive Management Committee - Chief Financial and Planning Officer - Executive Management Committee
- Director Candidate Recommendation Committee

- Executive Management Committee

- Chief Staff Officer
- Finance and Operation Committee
- Executive Management Committee

- Head of Stainless Steel Business Division
- Finance and Operation Committee
- Executive Management Committee

BOARD ACTIVITIES >

POSCO 2010 Board Practices

Director Candidate Recommendation Committee
2010 Meetings: 3

Agenda: Evaluated director candidates; nominated
directors; deliberated the management plan of the
advisory committee for recommendations for outside

director candidates.

Evaluation and Compensation Committee

2010 Meetings: 3

Agenda: Deliberated and evaluated management
compensation for Fiscal Year 2010 and the plan to
improve the evaluation index of long-term business

performance.
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Finance and Operation Committee

2010 Meetings: 7

Agenda: Deliberated and approved contributions

for rescue efforts after the Haiti earthquake and for
bereaved families after the sinking of the Korean navy
ship “Cheonanham.” Deliberated and approved the
acquisition of Sungjin Geotec and investments in the

Niobium mine in Brazil and the FeSi business.

Executive Management Committee
2010 Meetings: 12
Agenda: Deliberated on issues such as the optimization

of Pohang Works; investment in a Continuous

Galvanizing Line (CGL) factory in China; rationalization
of Gwangyang No. 1 CGL; capital increases for POSCO-
VST expansion; investment in PT Krakatau Steel in
Indonesia; and increased production of molten iron at

Gwangyang Works.

Related Party Transaction Committee

2010 Meetings: 6

Agenda: Deliberated and approved investment in
capital increases for POSCO E&C; contributions to the
POSCO Educational Foundation and to the in-house

welfare fund.

Audit Committee

2010 Meetings: 8

Agenda: Deliberated the results of the Fiscal Year
2010 audit and evaluated the Audit Committee’s

performance in Fiscal Year 2010.

Committees

Director Candidate Recommendation Committee
Young-Sun Lee, Chair
Yong Nam / Dae-Gyu Byun / Jong-Tae Choi

Evaluation and Compensation Committee
Byung-Ki Kim, Chair
Joon-Ho Han / Chang-Hee Lee / Dae-Gyu Byun

Finance and Operation Committee

Joon-Ho Han, Chair

Young-Sun Lee / Yong Nam / Han-Yong Park /
Chang-Kwan Oh

Audit Committee
Chang-Hee Lee, Chair
Byung-Ki Kim / Sang-Kil Park

Related Party Transaction Committee
Chang-Hee Lee, Chair
Byung-Ki Kim / Sang-Kil Park

Executive Management Committee
Joon-Yang Chung, Chair

Jong-Tae Choi / Han-Yong Park /
Chang-Kwan 0h / Jin-IL Kim



Establishing transparent corporate governance
In accordance with the vision and principles

of our Corporate Governance Charter, we are
dedicated to ensuring Board independence

and to protecting shareholder rights. POSCO

is proud to be recognized at home and abroad
as an outstanding model of transparent

governance.

To ensure the independence of its members,
our Board of Directors consists of eight outside
and five inside directors. Qutside directors chair
the Board and lead special committees that
focus on management. In addition, to strengthen
their independence, outside directors have the
authority to convene meetings in the absence of

corporate executives.

On behalf of shareholders, we have instituted
cumulative and write-in voting systems, while
our Related Party Transaction Committee
ensures full transparency in our dealings with

affiliated companies and individuals.

Shareholders approved the separation of

the positions of Chief Executive Officer and
Chairman of the Board in 2006 to reinforce

the Board’s independence. In 2007, they

voted to add an article about the composition
and operation of the CEO Candidate
Recommendation Committee in order to further
assure independent election of a qualified Chief
Executive Officer. Such initiatives and policies

have earned recognition for POSCO as a model

of transparent governance.

In 2009, we reduced the number of directors

to 13 from 15 in order to enhance more
effective board management. (Previously, there
were nine outside and six inside directors).
That increased the ratio of outside directors
from 60% to 62%. In 2010, we introduced an
evaluation system for the Board and special
committees to enhance trust and transparency.
We also drafted an Outside Directors Ethics
Policy to clarify their responsibilities and

increase transparency.

These transparent management practices
have earned POSCO numerous citations for
excellent governance, including awards for
“Best Company in Corporate Governance” and
“Excellent Company in Corporate Governance”
from 2006 through 2010 from the Corporate
Governance Service, Korea’s most respected

governance organization.

The Board convened eight times in 2010 with an
attendance rate of 95.5%. At these meetings,
directors held in-depth discussions about issues
critical to the globalization and sustainable
growth of the company. In 2010, the Board
deliberated on a range of other issues, including
the business plan for Fiscal 2011; acquisition

of Daewoo International; Gwangyang's No.

4 furnace construction; investment in the
Australian Premium Iron project; funding to
support domestic manufacturing industries; and

year-end donations to neighbors in need.

Every big picture is only as sharp as the details that shape it. POSCO is fully adept at moving

from grand vision to focused implementation. With years of success behind us, we know the need
for a soaring vision and we also know how to drill down to achieve its execution. On the path to
Vision 2020, in the past year, POSCO has made vital strides toward our goals. We completed the
revamping of Pohang Works No. 4 Blast Furnace, transforming it into one of the world’s largest
blast furnaces. We are actively bolstering our leadership in high-end steel production, particularly
at the Gwangyang Works. We are becoming a powerhouse and comprehensive provider of new
materials. Overseas, joint ventures and projects are securing supplies of raw materials and
anchoring our presence in Southeast Asia, including our agreement with PT Krakatau in Indonesia
and construction projects in India. We have extended investments in Australian iron ore mines.
Dramatically furthering our global reach, we have also acquired a world-class trading company,
Daewoo International. And we are developing growth engines by focusing on smart new energy
businesses, such as synthetic natural gas, waste-to-energy and fuel cells.

ONE STEP
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Pohang Works, Korea

POSCO’s best-in class steelmaking capabilities are honed by continuous innovation
and breakthrough R&D. In October 2010, we completed a three-month revamping

of Pohang Works No. 4 Blast Furnace. Now Korea’s largest, as well as the world’s
largest in terms of capacity, the furnace can produce an annual 5.31 million tons,
which is equivalent to the total amount of steel needed to produce all of Korea’s
cars for a year. We also are increasing efficiencies and quality in high-end steel
production by developing high-speed processes, for instance, a new plate plant at
Gwangyang Works. Looking ahead, POSCO is confidently expanding into high-growth
new materials, such as magnesium, lithium and titanium. By balancing our portfolio

with energy, comprehensive materials, ICT and new growth, we are realizing our

dream of becoming a Global Top-Tier Company.
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Realizing Vision 2020 requires strategic alliances and acquisitions that provide
immediate and complementary assets. In September 2010, POSCO achieved
the next phase of our global growth by acquiring Daewoo International. This
partnership strengthens our competitiveness in our core steel business and
supports Daewoo’s rise as a world-class global network for trade, resource
development and new business. We anticipate key roles for Daewoo in
spearheading synergistic POSCO family collaborations. Last November, POSCO
also established new R&D Center in Songdo, Incheon, which will advance

our expansion into new businesses. By building Group-wide opportunities,
collaborations and win-win partnerships, we are turning our dream of growing

together into a reality.




¥

lur quest for global competitiveness, we a 1’
Si |

ging markets, particulaﬁy in Southea

255 t&y raw materials. In October D, we e to ajoint

gatau, Indonesia’s largest sieelm

i .

,toc act our gversea
amillawith 6 million ton cai')'acit.ln India, we ar evelopi yotha C

h *Bhagad complex in Maharashtra Sta}s, 0 be completed by May
r at the Rengglt-Ni%san Supplier Park in Chennai, cot

re necessa‘ raw materials, we are continuing out

In addition to our investment in the Su

Mine, we have a e Australian Premium
located in northwest Australia. With this agreement, POSCO’s self-sufficiency ratio
in iron ore will jump from 18% to 34%, and in coal from 30% to 36%. By expanding

our markets across sectors and continents, we are ful{i}ling our dream of becoming

a global enterprise. #~



s i, ! "‘~ .-{ (G = . p
3 u.‘:‘ 1-!.
ﬁ' b y 2020&35ed on ade ent three-yea
" ok "l

+ixsocial'€arbon em:ssmn!hy Tlii'hlhtlgn \tor; by‘q
grqﬂth buskesse

40k

fE low-cq

1:. : f e
0-p rodu@i; SNG-m ol,n" cqal,gﬁ;lqc .

e TR

eét our pq.wer nea.d‘é% the

' n&(ﬂ-’l We ﬂqﬁ to proa’& fﬁgj:
ost-competitive 70% localizati mvge anﬁpqg:-%
: compongnts By promotﬁ\

T

IFttentqmorrovW‘é




046

REVIEW
OF
OPERATIONS

Step by step, POSCO is moving to become a Global Top-Tier Company. In 2010, we accelerated our
overseas investments from Southeast Asia to Eastern Europe and South America. We are leading
the steelmaking industry in developing technologies that cut costs, reduce fuel and lessen harmful
emissions. We are bringing our wide-ranged expertise to projects that explore renewable and clean
energies. Simultaneously, we are actively pursuing synergies among our worldwide subsidiaries

to identify competitive collaborations. Aided by the acquisition of Daewoo International, we are
integrating managerial and operational systems to reinforce our global infrastructure as well as to
optimize supply chains and client services. We continually focus on making a difference in local and
global communities.

POSCO is committed to building a better world with next-generation power and innovative

technologies that respect and preserve the environment. Every step is bringing us closer to
realizing Vision 2020.
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LEADING THE GLOBAL SUCCESS STORY

Around the world, POSCO produces a diversity of high-grade steel
products. POSCO Specialty Steel manufactures high-quality steel for
industrial products. POSCO Coated & Color Steel produces galvanized,
aluminized and colored steel sheets. At Zhangjiagang Pohang Stainless
Steel in China, we produce stainless steel in an integrated steel mill.
By developing plants in key markets, including an integrated steel mill
In Indonesia, a cold-rolled plant in Vietnam, a continuous galvanizing
line in Mexico, India and China and processing centers in overseas
markets, we are expanding our markets and extending our reach.

STEEL

No.1 Steelmaker

31,465

2008 2009 2010
SALES VOLUME
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No.4 Blast Furnace, Pohang Works, Korea

POSCO (Carbon Steel)

Thanks to international economic
stimulus policies, the global economy
showed signs of recovery in 2010. Yet
the financial challenges in southern
Europe, restraint in advanced
markets and noticeable retrenchment
in growth regions dimmed recovery.
Similarly, in the first half of the year,
accelerating exports and investments
fueled the Korean economy, but the
unfavorable business environment in
the latter half delayed recovery.

Korea's steel industry reflected

that general business economy.

In particular, rising competition
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from the domestic market and
export pressures from Chinese and
Japanese makers made business
more competitive than ever.

POSCO responded to the economic
difficulties with four timely initiatives:
(1) growing our core business by
advancing the steel business;

(2) expanding markets to stimulate
global growth; (3] investing in
innovative work practices; and

(4) growing with partners.

As a result of these positive

steps, POSCO recorded the best
performance of any global steelmaker
over the past two years, achieving

KRW 32.6 trillion in revenue and KRW
5.05 trillion in operating income.
Consolidated revenue totaled KRW
60.52 trillion, while operating income
was KRW 5.74 trillion.*

* Figures are based on Korean GAAP. POSCO
adopted IFRS as of FY2011

Advancing the steel business

As a primary step, we consolidated
our steel business by boosting
production capacity and expanding via
thoughtful mergers and acquisitions.
For the next leap forward, we

are committed to building a
comprehensive global material
network and have begun developing

new materials and new businesses.

In Korea, POSCO expanded capacity
by completing the new plate mill in
Gwangyang, which can produce 2
million tons of plate per year. We
revamped the Gwangyang #4 blast
furnace, now the largest in the nation.
In 2010, we recorded total production
of 33.7 million tons, a company first.

In line with our initiatives, we
acquired Daewoo International and
Sungjin Geotec, thereby gaining
opportunities to further penetrate
global markets, greater access to
natural resource development and
deeper E&C capabilities.

In addition, we forged an alliance with
the Korea Institute of Geoscience and
Mineral Resources to develop lithium
production technology. We also

were selected by the government to

develop magnesium technology.

Expanding global markets

Around the world, POSCO is

securing growth and extending its
business territories by investing in
steel projects and natural resource
development. We also are exploring
the power plant business in Vietnam
and international energy development
in petroleum and gas.

Our first overseas integrated mill
project in Indonesia is underway.

As the first of its kind in Southeast
Asia, the mill will ultimately offer a
production capacity of 3 million tons.
Looking ahead, we see high growth
potential as well as robust profits. In
market expansion, we are building
CGL and cold-rolled steel plants in
China and India in order to meet and
stimulate local demand.

As part of our ongoing goal to secure
reliable access to natural resource
supplies, we acquired greater equity
in Australia’s APl iron ore project and
Hume Coal Mine. It expanded our
ownership in the rate of iron ore and
coal to 34% at the time of delivery.

We further advanced in the RDF
(Refuse Derived Fuel) power business
by contracting with Busan City to
build a waste management facility
and waste power plant. In order to
provide stable electricity for our steel

plant in Vietnam, we are entering
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the power generation business in
partnership with Vietnam Oil and Gas

Group (PetroVietnam).

Investing in innovation every day

A significant factor in our
commitment to innovation is a focus
on everyday business. We rejiggered
our marketing systems to be more
customer-oriented and to improve
our technology leadership. We
leveraged companywide management
practices to reduce costs. We are
looking to the future with a platform
of green, low-carbon growth and an
organization based on trust and open
communications.

With customer value creation a

key priority, we strengthened our
customer-driven marketing to
achieve sales of 31.5 million tons

of steel—a historical record. We
launched a local sales network,
POSCO-South Asia, in order to
better meet the fierce competition in
Southeast Asian markets.

To deepen R&D capability, we built
the Global R&D Center in Songdo,
Incheon. Working within the R&BDE
(Research & Business Development
Engineering) strategy, we developed
29 new technologies.

We also drafted a master plan to
energize synergies with companywide
management, and, as a first step, set
up a talent exchange program. With
continuous cost reduction efforts, in



Cost Reduction

2008

2009

1,284

2010

In billions of Korean Won

2010, we achieved KRW 1.3 trillion in
cost savings.

The new Smart Work program is
designed to improve the quality of
employee work and life. On the path
to greener growth, we set a target for
voluntary greenhouse gas emission
reductions and began pilot training
sessions to educate employees about

reducing greenhouse gas emissions.

Nurturing growth together

We foster mutual growth of both
the company and the community by
partnering with local companies.

By setting up support systems and
initiatives for mid- and small-sized
contractors, we make every effort to
grow together.

Our Smile Microcredit Bank, which
supports low-income people, has
expanded and now operates in Seoul,
Pohang, Gwangyang, and Incheon. A
fast and convenient loan process, the
program has helped the financially
disadvantaged with 362 loans.

In addition, we have supported 105
contractors and subcontractors with
financing, technology, profit-sharing
and management consulting. As

we build a new cooperative model
for large and mid-size and small
businesses, we are giving back to the
community by organizing the POSCO
Family Mutual Growth Council.

Such efforts have earned us
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widespread recognition. We earned
the No. 1 ranking among Korean
companies in the “Forbes” survey

of The World's Most Respected
Companies and the No. 2 ranking

in the “"Wall Street Journal”

Asia 200 survey of Korea's Most
Admired Companies. In addition,
POSCO received first place in the
2010 Steelmaker Competitiveness
Assessment from World Steel
Dynamics (WSD). As a leading Korean
company, we are further establishing
our global status.

POSCO (Stainless Steel)

In 2010, in response to the brightening
global economic climate, the
stainless steel business experienced
increased sales and a general upturn.
For the year, consolidated sales
revenue for Pohang, Zhangjiagang
Pohang, Qingdao Pohang Stainless
Steel, POSCO VST and POSCO AST
grew to KRW 7.377 trillion, up KRW
1.878 trillion from 2009.

Pohang's sales revenue jumped KRW
1.429 trillion, to KRW 3.484 trillion,
owing to increases in both sales and
prices. In reaction to better market
conditions, Zhangjiagang Pohang
also achieved improved sales by KRW
613.6 billion, to KRW 2.462 trillion.

Building the platform

for sustainable growth

SNNC, our joint venture with SMSP,
a nickel mining company, achieved

full operation in 2010, and quickly

became profitable by providing 21,000
tons of nickel for POSCO’s stainless
steel business. In November 2010, we
expanded our equity in POSCHROME
in South Africa from 25% to 50%, thus
securing stable access to inexpensive
chrome.

In July 2010, POSCO’s Board decided
to expand our production capability

of POSCO-VST, stainless cold-rolled
mill in Vietnam, from the current
85,000 tons to 285,000 tons by 2014.
We expect to enhance our competitive
edge by providing high-quality
technology and product services

as we expand our sales foundation

in Southeast Asian markets,
including Vietnam, which shows

10% more growth every year. With
the completion of the extension, our
Asian production and sales network
strategy to connect Korea, China and
Southeast Asia will be launched.

POSCO also acquired NK Steel, a
stainless coil center in southeast
Korea in October 2010, renaming

it POSCO NST in November of last
year. The second stainless coil center
after POSCO AST, (the first one in the
Seoul metropolitan area launched

in July 2009), POSCO NST will help
stabilize product supply to Busan

and southeast Korean markets.
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The company will be able to swiftly
respond to various customer needs
and provide meticulous services as
we actively work to create a bridge
between maker and customers.

Also last October, the Board
approved an investment in a cold-
rolled stainless steel plant in Turkey
that produces 200,000 tons a year.
This USD 349 million investment
contributes to 60% of the plant’s
equity. Local partner KIBAR in
Turkey holds 30% while Daewoo
International, a recent POSCO
affiliate, is responsible for the
remaining 10%. The plant provides
significant competitive advantages

New Plate Mill, Gwangyang Works, Korea



Titanium Tube Heat Exchanger

for POSCO in the production of cold-
rolled steel for Turkey, which is
wholly dependent on imported steel,
as well as for markets in neighboring
countries.

Forging smart strategies for current
conditions

The 2011 market is expected to
prove difficult as increased liquidity
in the US and China lead to financial
retrenchment and as European
countries experience ongoing
financial problems.

In response, we are molding
strategies and management designed
to fulfill annual targets in the current
climate. For instance, we will
increase sales from overseas steel
processing centers (coil centers) and
recruit new customers while making
more downstream investments. We
are implementing rigorous cost-
saving measures while continuing

to maximize use of affordable raw
materials.

POSCO has set stainless steel
production targets for 2011 at 2.95
million tons, including 1.95 million
tons from Pohang and 1 million
from Zhangjiagang Pohang. That
represents an increase of 290,000
tons over 2010. In 2011, POSCO
Stainless Steel aims to achieve sales
of KRW 8.5 trillion.
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POSCO Specialty Steel
Co., Ltd. ([POSCO SS)

Acquired by the POSCO Group in 1997
as a steel bar and seamless pipe
business, the former Sammi Steel
now has evolved into a top-ranked
specialty steelmaker. Since 1997,
which had an operating loss on sales
revenues of KRW 389.9 billion, POSCO
SS steadily improved performance
until, in 2004, we crossed the
threshold of KRW 1 trillion in annual
sales. In 2010, despite the challenging
climate, the operation has remained
profitable.

While the global financial crisis
evidenced a quickening rebound in
the first half of 2010, that turnaround
noticeably slowed over the latter half
of the year. The resulting difficulties
resulted in a decline in client
industries, such as shipbuilding and
construction, fierce competition in
the steel industry, rising currency
rates for the Korean won, volatile
and discounted pricing for natural
resources and an altogether
uncertain market forecast.

In response to these tough market
conditions, we increased the use of
low-price scrap iron to sharpen our
competitive edge and boost product
yield. We renewed our commitment to
invest in competitive cost savings and
quality enhancements while we also
worked to develop new products and
target new customers. In addition,

we improved operating efficiencies
throughout the company.

By adopting these forward-looking
measures, we overcame the crisis
and took a second leap forward.

In 2010, POSCO SS posted record
revenue of KRW 1.543 trillion

with sales of 722,000 tons, and an
operating profit of KRW 146 billion.

Refocusing the sales mix

With the goal of bolstering
profitability, we readjusted the
sales mix of our product portfolios
by reducing sales on partially
produced products, while enhancing
sales of more profitable stainless
steel products. We developed a

new coil steel structure product to
meet increased market demand. In
addition, we opened a sales office in
Japan, concluded an agreement for
win-win partnerships with clients
and developed a system to detect
counterfeit quality certificates.

Committing to next-stage growth

At the end of 2008, POSCO SS
completed the first-stage investment
of KRW 240 billion for plant
rationalization with the goals of
improving quality and cost efficiency
and reducing the costs of running
aging facilities. During this stage,
we successfully introduced new
facilities, including AOD, RSM/DST/
No?2 Picking line and the HV Mill.
That improved the quality of our
stainless steel and machine tool

steel products and led to significant
and globally competitive cost
efficiencies. The investment also
covered the installation of large
ingot and forging processes, which
are key to generating new profits.

During the second stage of new-
growth investment, aimed at
sustaining our competitive edge,

we will improve productivity in

our existing facilities and further
boost quality and production for
value-added products. With a

target completion date of February
2012, plans include building a new
steelmaking line and revamping

our high reduction bloom mill and
roughing mill in the wire rod plant.
When those facilities are completed,
POSCO SS will have added 240,000
tons of annual crude steel production
and 221,000 tons of annual product
production, which likely will yield

additional revenue of KRW 420 billion.

In May 2010, we secured approval for
our investment project in Vietnam,
part of our goal of expanding our
global markets and new-growth
engines. To further this project,

we established POSCO SS-VINA, a
partnership with VN STEEL, and we
expect to complete construction on
our plant by July 2013.

Fueling demand by developing
technology

To stimulate demand, POSCO SS
continues to develop new stainless
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steel products, such as an ITER
(international thermonuclear
experimental reactor) jacket tube,
used in nuclear power plants,

and heat-resistant steel and Ni

alloy, used for gas turbines. Our
latest innovations include casting
technology for ultra-clean and hollow
steel ingots.

Looking ahead, in 2011, we plan

to develop stainless steel wire

rods used in automotive welding,
sea water-resistant Super Duplex
stainless steel as well as technology
to process high-quality stainless
billet grilles and premium quality
wire rod surfaces. These advances
give us a secure technological edge
in the specialty steel sector.

Overall, we continue to improve
productivity by strengthening the
real-time yield and quality of our
products. To further sharpen quality,
we adopted a hands-on approach

to upgrading facilities and quality
management.

POSCO Coated &
Color Steel Co., Ltd.
(POSCO C&C)

In 2010, POSCO C&C focused on
driving competitive advantages

and initiatives for high-profit, high-
value-added products. To realize

this strategy, we built a 450,000-ton
capacity production line for ALCOSTA
color steel plates. We increased sales



Car Parts - Body in White

of high-end non-carbon stainless
steel and aluminum as well as steel
used for colored home appliances
and housing products. By tapping
European demand and emerging
markets, such as in the Middle East,
we attracted reliable new customers.
For the year, we achieved record
revenue of more than KRW 1 trillion,
a historic first since the company's
1988 establishment.

As of 2010, POSCO C&C has become
a powerhouse in Korea's coated

and color steel industry. Poised for
continued growth, we intend to build

on our unprecedented record.

Customizing services at home

and abroad

Currently, we are concentrating on
customized services that can better
satisfy customer needs. With an

eye on customer value creation and
capability, we locked in stable sales
from twelve valuable customers.

We forged long-term MOUs with key
clients abroad as we expand global
market share, generate increased
demand and strengthen overseas
contacts. That has been a recipe for
success: In 2010, we achieved a sales
increase of 40% over 2009 in Eastern
European markets, such as Russia
and Poland. We also made headway
in East and South Asian markets with
sales of non-carbon steel, such as
stainless coated steel plate.

Altogether, we increased sales
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by more than 80%, helped by the
POSCO Processing Centers network
of overseas branches. We promoted
companywide synergies by expanding
our cooperative distribution lines

in China and southern Europe. This
improved our profitability, speed

of delivery and bolstered POSCO’s
overall reputation for win-win
cooperation.

Growing smarter and greener

In January 2010, POSCO C&C
completed work on its Technology
R&D Institute, a forward-looking R&D
infrastructure that further advances
AL-STS technology as a long-term
growth engine. The Institute will
focus on developing technology and
high-value added products. Coupled
with our long history of technological
expertise, the Institute’s capability for
new product development, multiple
custom requests and major national

projects is unrivaled.

In addition, we are pursuing eco-
friendly and sustainable business
growth in the LED lighting market,
specifically in MCCL (Metal Copper
Clad Laminates), a component for TV
backlights.

Managing with ethics

and social contributions

Working with POSCO Group’s
management for quality audits, we
are drafting plans that will encourage
long-term growth engines, human
capital and talent and an IT Master

Plan. We also are refining delivery

management systems with the goal
of improving customer service and
speeding shared information about
production and quality management.
Before introducing IFRS (International
Financial Reporting Standards), we
successfully upgraded the ERP and
accounting systems to meet global
standards.

POSCO C&C's continuous work

to observe fair trade policies was
rewarded with the AA grade at the
Compliance Program of Fair Trade,
demonstrating Korea's leadership in
fair trade practices.

In 2010, POSCO C&C’s 17 employee

volunteer teams actively contributed
to the community and participated
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in 190 social contribution activities.
These included distributing “kimchi”
for the needy and providing food

for wildlife during the winter. Such
activities earned POSCO C&C

the award from POSCO’s Pohang
Volunteer Group for being the best in
regional contributions.

Titanium Grade 2 Coil & Vacuum Annealing Furnace, Pohang Works, Korea



BECOMING A WORLD-CLASS TRADER

As an industry leader, POSCO aims to become an even greater
company with a stronger global presence. To realize that vision, we are
focused on building a world-class global operations network. We are
expanding our Processing Centers around the world to provide superior
processing and unrivaled just-in-time (JIT) distribution services. As
part of that global effort, in 2010, we acquired Daewoo International.
The synergistic opportunities for Daewoo and POSCO bolster our
competitiveness in global trading, infrastructure development,
resources development and new business. We are determined to
become a world-class top steel trader, investor and developer.
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KRW 567 billion




Daewoo International Container Ship

Daewoo International
Corporation

In 2010, building on 43 successful
years as an international trading

and investment company, Daewoo
International Corporation began a
new and exciting phase of innovation
and growth. We have become an
affiliate of POSCO Group, which will
lead us to significantly expand our
business around the globe and realize

an even greater vision of success.
In reviewing last year’'s economic

climate, there were visible signs of

recovery in the early part of the year,
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thanks to international economic

stimulus policies. But the debt crisis
in southern Europe, restraint in
advanced markets and retrenchment
in emerging regions combined to
dim that recovery. Despite this
uncertainty, Daewoo International
achieved record-breaking sales of
KRW 15.67 trillion and operating
profit of KRW 171.7 billion. Each

of our divisions—including steel,
metals, machinery, chemicals,
automotive components, electronics
and textiles—experienced greater-

than-expected growth.

Ushering in a new era

Becoming an affiliate of global
leader POSCO Group gives Daewoo
International competitive advantages
and stimulating potential synergies
with other POSCO companies.

In order to effectively manage

the transition process, we set 10
strategic objectives: 1) expand POSCO
steel product sales; 2) participate

in POSCO Group proposals for
international projects; 3] contribute
to risk management for the gas
fields in Myanmar; 4) help to develop
new oil and gas fields; 5) broaden
exploration of natural resources

and development; 6] audit and
improve management efficiencies
and organize mid- and long-

term key performance indicators
(KPI); 7) integrate accounting and
information systems; 8) strengthen
asset management; 9] foster a
creative organizational culture and
improved internal and external
communications; and 10) draft
effective mid- and long-term growth
strategies.

In 2010, we began full-scale
development of the Myanmar gas
fields, which were assessed to have
commercial value in November 2009.
We are building offshore production
facilities and a sub-marine gas
pipeline. We expect gas production
to launch in May 2013, when
development and test operations are

completed.

We also are continuing to expand
development of mineral resources.

In a working consortium with KORES
(Korea Resources Corp.), we acquired
equity in a coalmine in Narrabri, New
South Wales, Australia, and in a nickel
mine in Ambatovy, Madagascar. Both
are expected to begin commercial

operation in 2011.

Generating synergy

Daewoo International foresees
important benefits from POSCO’s
steel businesses as we explore new
synergies. We plan to draft new
business models that will leverage
POSCO Group’s versatility in steel,
construction, industrial and power
plants, IT, natural resources and
new and renewable energy. As we
drive strategic marketing initiatives
in regions and countries with growth
potential, we will be creating deeper
value for POSCO Group and its

companies.

With that in mind, we are expanding
our 95 overseas branches and
subsidiaries to enhance marketability
and information resources. In 2010,
we opened branches in Southeast
Asia and Africa and, to gain market
leadership, we upgraded our major
branches into trading subsidiaries in
Shanghai, Beijing, Ho Chi Minh City,
New Delhi and Kuala Lumpur.

As a result, we were able to progress

into a new era. In October 2010, we
earned an AA- rating from Korea's
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three credit-rating agencies, two
grades higher than our previous

rating.

Nurturing corporate citizenship

We also are focused on our

corporate social responsibilities for
overseas workers living in Korea.

We established a Migrant Help

Call Center in Ansan, Gyeonggi-

do to provide migrant workers and
multicultural families with translation
and counseling services in 12 different
languages, and we are sponsoring

a childcare center. Adopt-a-Village

is another of our social programs
that helps farming communities for
the disadvantaged. Last year, we
recruited 183 new employees to help
alleviate the nation’s unemployment.
Upon joining POSCO, we established
a Corporate Audit Department, which
reports directly to the CEQ, in order
to strengthen ethics management

practices.

Enhancing world-class growth
POSCO’s acquisition of Daewoo
International is destined to become
one of Korea's most successful
business case studies owing to the
four critical ways that the companies
share interests: 1) the world's
leading steel company is positioned
to leverage the capabilities of Korea's
largest general trading company, one
that can boast the widest international
networks in the steel industry;

2) as POSCO grows in emerging
markets, such as developing an



Daewoo International Offshore Gas Fields - Block A-1 & A-3, Myanmar

Processing Center Plants Worldwide
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integrated mill in Southeast Asia, we
can expand more rapidly by relying
on Daewoo’s powerful marketing
networks in those regions; 3) both
companies have highly competitive
advantages in natural resources
development; and 4) POSCOQ'’s cross-
company comprehensive support

in international projects aligns

with Daewoo International’s rich
experience in managing projects with
global networks.

Looking ahead, 2011 will be a key
year for Daewoo International. As a
full-fledged POSCO Group business,
we will help realize Vision 2020 by
focusing on increased sales and
profits. We will leverage our expertise
in trading and managing global
networks to help maximize growth
for POSCO Group. We are dedicated
to innovation as we become a world-
class trader, investor and developer.

Overseas Processing
Centers

By providing high-quality processing
services, POSCO’s worldwide
processing centers are improving
our global marketing network
operations. As of 2010, POSCO had
37 subsidiaries and 48 plants in

14 countries working as overseas
processing centers. These are
equipped with 175 machines,
including shearing and slitting lines
as well as multifunction processors,
such as tailor-welded blanking and
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pressing. With these fully operational,
we can efficiently provide worldwide
processing services and unrivaled
just-in-time (JIT) distribution
services.

Growing sales and services

In 2010, our processing centers sold
3.56 million tons of steel products,

up 93,000 tons from 2009. Regional
sales included 1.46 million tons in
China; 680,000 tons in Southeast
Asia; 420,000 tons in India; 500,000
tons in Japan; and 500,000 tons in

the Americas and Europe. Of the
total sales, 2.8 million tons were sold
through POSCO’s processing centers,
which account for 25% of our exports.
Including POSCO Specialty Steel and
POSCO Vietnam, the accumulated
total is 3.28 million tons.

Specifically, we have expanded our
service network by launching six new
plants in regions with growing steel
demand, including China, Vietnam,
India, Turkey and the southern

US. With the July 2010 launch of
POSCO-ICPC in the Chennai region,
the hub of the automobile industry

in southeastern India, we began
production at VHPC #2 in Ho Chi Minh
City, Vietnam; CLPC in Shenyang,
China; AAPC in Alabama, US; TNPC
in Bursa, Turkey; and CTPC #2 in
Tianjin, China. By introducing the
latest blanking line equipment for
automotive steel processing centers,
such as CLPC and TNPC, we are
increasing our capacity to meet JIT

customer demand, particularly in
China and Turkey.

Additional overseas processing
centers are scheduled for 2011,
including ISDC in Dighi, India; IPPC
#3 in Pune, India; and MKPC TWB
line in Kuala Lumpur, Malaysia.
This expansion will be funded by the
earnings from existing processing
centers and will not require any
additional capital investment.

Partnering for sustainable growth
We are actively pursuing joint
ventures in order to build customer
relationships and diversify our
business. These include POS-Austem
in Suzhou, China, a joint venture
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of CSPC and our customer to build
the No. 2 plant. IPPC invested in
CTL construction being done by
Poggen-Amp, an electric steel plate
customer. CTPC also partnered to
build a hot press forming plant with
Yuao, an automotive component
maker. These strategic partnerships
allow us to secure stable customers
while expanding our business into
related industries.

Giving back to communities
POSCO’s processing centers also
participate in corporate citizenship
activities to help promote the
company’s image and strengthen

relationships with local communities.

The 22 processing centers joined
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75 social contribution programs.
TBPC in Bangkok supported a forest
preservation program and helped to
renovate a school for the blind with
the Thai Volunteer Service. For the
past five years, IPPC in Pune has been
supporting Happy House, a childcare
center. JOPC in Osaka, Japan, helped
a local planting program and with
port cleaning services. MPPC in
Puebla, Mexico, donated USD 100,000
to build a Korean Center jointly with
POSCO-Mexico. With support from
corporate headquarters, 13 Centers
donated USD 130,000 to support
social services organizations.

Daewoo International Ambatovy Nickel Project, Madagascar



E&C

KRW 11.37 trillion

power, civil and industri
into the Middle East, Chile,

Tri-Bowl, Songdo, Korea

40

2008 2009 2010 Source: Engineering News-Record (ENR)
RANKED IN THE TOP 225 OF INTERNATIONAL CONTRACTORS
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Nueva Ventanas Coal-fired Power Plant, Chile

Last year began with signs of

recovery in the global economy,
including strong growth in China and
steady progress in the advanced US
and European markets. But by the
latter part of the year, the recovery
had stuttered, owing to southern
Europe’s financial weakness, inflation
and resulting currency battles.

Korea's investments in the public
sector declined, largely due to

weak government finances and the
depressed real estate market. While
some investors jumped in, believing
real estate was near the bottom, the
construction market forecast for the

year remained uncertain.

Despite the unfavorable conditions,
POSCO E&C achieved record-
breaking orders of KRW 11.37 trillion,
revenue of KRW 6.23 trillion and
after-tax net profits of KRW 163
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billion. That performance landed us
among the top 40 global construction
companies, according to rankings by
“Engineering News-Record (ENR).”

Stimulating global growth

Reflecting POSCO Group’s overall
growth strategy, we drafted the 2020
Global Project Planning, Engineering,
Procurement, Construction,
Operation and Maintenance
(PEPCOM) system. We created four
key strategies to reach the goal of
KRW 50 trillion in orders and KRW
30 trillion in revenue: 1) evolution in
business; 2] expansion for markets;
3) innovation at work; and

4) development of people.

An important part of that vision is
our expansion into the seawater
desalination and water business.
In 2010, we launched the Water
Treatment and Environmental

Plant Division to advance into the
desalination, sewage and wastewater
recycling business. In keeping with a
master plan for developing the core
technology needed for growth and the
expansion of international business
management, we successfully
increased capital, issuing KRW 500
billion in new stock to fund R&D

investment and business expansion.

Leveraging POSCO’s global reach
Working in harmony with POSCO
Group and the Steel Business, we won
orders for major projects, including
POSCO’s Indonesia integrated mill
and the Gwangyang No. 4 hot-rolled
steel production facility. We partnered
with the Energy Business to work on
the Chilca Uno Combined Cycle Plant
in Peru, the Bazian substation in Iraq
and the oil tank in the Bahamas. To
secure offshore plant engineering
expertise and increase earnings, we
also made capital investments in
Sungjin Geotec.

In the Civil Infrastructure, Water
Treatment and Environmental Plant
Business, building on the expertise
we gained in Vietnam, we expanded
into Central Asian markets, such

as Uzbekistan and Kazakhstan. In
2010, we received orders to build

a desalination plant in Abu Dhabi
and a sewage sludge treatment
plant in Suwon, Korea. In the Urban
Development and Architecture
Business, we focused on the public
sector and redevelopment/rebuilding

of projects, which present low risk
given the depressed housing market.

In collaboration with POSCO Plantec,
POSCO A&C and Daewoo Engineering,
we created a cooperative forum that
shares information and co-develops
technology.

With our continual response system
for products and clients, we are
actively meeting the changes in the
domestic market while we refine

our global business organization,
establishing a branch in Kazakhstan
and developing strategies to advance
into Central and South American

markets.

Boosting profits, cutting costs

To meet the challenges of the current
business climate, POSCO E&C
maximized cost savings, reducing
costs by KRW 223.6 billion in 2010.
At the same time, we increased the
gross-profit ratio to 8.7%, compared
to 7.6% in 2009. Profitability teams
and lessons, such as the Mega-Y
team, 12 Big-Y tasks and 70 action
plans and case studies of the

CEQ’s Mega-Y Council, helped

that achievement. Our continuous
value engineering practices further
contributed to cost reductions at

21 construction sites. Rigorous
budget management, incentives for
cost reductions and effective best
practices further cut costs.

In 2010, we also created the
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Innovation Roadshow and appointed
Innovation Masters in every division.
These educational workshops train
management in innovation and
motivate employees by delivering on-
site experiences.

Strengthening ethics, promoting
partnerships

POSCO E&C has earned the highest
possible grade, AA, for our voluntary
fair trade practices and our internal
audit system. We continue to
strengthen our ethics management
with customized ethics education,
funding for ethical management
training and with employee ethics
pledges.

In order to build win-win partnerships
with vendors, we organized the Mutual
Growth Council, which provides a
forum for partner difficulties and
support to resolve issues. We also
financially support partners with the
POSCO Family Network Loan program
and upfront cash payments for
vendors’ pending projects.

We believe in community
relationships and have begun to
forge new bonds after relocating our
headquarters to Songdo, Incheon. We
support childcare centers in Incheon
and launched an organization to
provide housing and food for the
needy. We also take our corporate
citizenship overseas by contributing
PCs in Myanmar and books in
Cambodia.



POWERING THE FUTURE OF ENERGY

Since acquiring POSCO Energy in Korea in 2006, POSCO has focused
on the energy business as a key engine for growth. We actively

Identify opportunities and develop projects for natural gas, coal,
electrical power, fuel cell generation and renewable energy, including
investments in Clean Development Mechanism (CDM] and synthetic
natural gas (SNGJ. We pursue timely and strategic synergies with other
POSCO affiliates. In 2010, POSCO Power began expanding into its role
as a Global Total Energy Provider. By 2020, we aim to contribute KRW
17 trillion in sales to POSCO Group’s energy business.

Off-gas Power Plant, Gwangyang Works, Korea

ENERGY

By recovering gas byproducts from ironmaking and steelmaking,
POSCO Power generated 70% of the electricity used at the Pohang and
Gwangyang Works in 2010.

4,797,850

3,328,129

1,859,273

2008 2009 2010 In megawatt hours
POSCO POWER SALES
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Warm Water Facility by Waste Heat, Pohang Works, Korea

While the Korean economy showed
improvement in 2010, reflecting
worldwide economic stimulus
policies, the growth slowed late in
the year, mostly due to the drag on
economies in advanced countries.

Rising demand in residential and
industrial energy consumption yielded
9% increases in the power and energy
business. POSCO Power achieved
KRW 881.7 billion in revenue and
operating income of KRW 79 billion,
thanks to efficient operation in our
power plants and successful initiation
of the byproduct gas Combined Cycle
Gas Turbine (CCGT) in Gwangyang.

070

In December 2010, we completed
Gwangyang’s CCGT. Units No. 5 and
No. 6 LNG CCGT in Incheon were
95% complete by year’'s end. We

expect completion by June 2011.

We are leveraging assets with a

new power transaction system that
offers market analysis and more
efficient management of power
generation. By relying on effective
maintenance, we avoided major
malfunctions, achieving an admirably

low operational stop rate.

In the highly efficient and eco-friendly
fuel cell business, in 2010, POSCO

Power completed construction of a

plant to produce stacks. We acquired
proprietary stack making technology
from US company FCE. We plan to
produce our first product by March
2011 with a cost-competitive 70%
localization.

In 2010, we secured access to greater
power generation and increased
production around the globe. In
Indonesia, with the goal of providing
power to POSCO’s integrated mill,
we are partnering with KDL to build a
200MW byproduct gas power plant. In
Vietnam, we are negotiating with AES
Corporation for equity in its 1,200MW
coal power plant business. In the

US, we acquired rights to the world’s
largest 300MW solar energy plant in
Boulder City, Nevada.

Looking ahead in 2011, we anticipate
increased opportunities for the new
and renewable energy business.

With the introduction of trade in
Renewable Energy Certificates and
the Renewable Portfolio Standard
(RPS], we foresee both policy changes
and expansion in global energy
markets.

As we progress from being Korea's
leading power supplier to becoming
a global powerhouse, POSCO Power
is advancing into overseas markets,
such as Indonesia and Vietnam.
Besides successful domestic
operations in Pohang, Gwangyang
and Incheon, we are expanding into
solar, wind and renewable energy

businesses as we realize our vision
of becoming a Global Total Energy
Provider.

Strengthening LNG leadership
POSCO was the first private company
to directly import natural gas in 2005
with the Gwangyang LNG receiving
terminal, which is equipped with two
100,00047 and one 165,000%! storage
tanks and additional facilities that can
process up to 1.7 million tons of LNG

peryear.

Currently, the Gwangyang LNG
terminal processes 1.15 million
tons of LNG, including 600,000

tons for K-Power and 550,000

tons for Pohang and Gwangyang
Works. Under the “oil-less” policy
and in compliance with emissions
regulations of the United Nations
Framework Convention on Climate
Change (UNFCCC]J, heavy oil has been
replaced with clean LNG to produce
steel.

In order to reach maximum efficiency
for the LNG Terminal, POSCO is
expanding into the LNG trading and
LNG ship gas-trial business. To meet
LNG demand for trading, POSCO is
constructing a 165,000%! LNG storage
tank, which will be completed by May
2013.

Building the waste-to-energy
business
In our commitment to low carbon

emissions, green growth and zero
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waste, POSCO is reprocessing Refuse
Derived Fuel (RDF), sewage sludge
and household waste into renewable
fuel. Such projects not only generate
new businesses in renewable

waste treatment and electricity, but
also secure future rights for the
Renewable Portfolio Standard (RPS)

and Convention on Climate Change.

In 2009, POSCO launched POSCO
E&E, an affiliate dedicated to waste-
to-energy initiatives. It focuses on
diverse waste-to-energy businesses
and green energy options, such as
waste plastic, biomass and more.
We are developing POSCO E&E as a
global green energy company with
anticipated revenue of KRW 1 trillion
by 2020.

In 2009, we also contracted

with Busan City to build a waste
management facility and a waste
power plant. In 2010, we established
Busan E&E and began construction.
When completed in 2013, 900 tons
of daily waste will produce 25MW
electricity. Another proposal is
currently pending to build similar
facilities in Pohang City which will
allow waste management of up

to 180,000 tons a year in order to
produce 12MW-class electricity.

Cultivating synthetic natural gas
(SNG)

Both economical and eco-friendly,
SNG is an appealing new energy
source. SNG is produced by the



Solar Panel

company’s coal gasification process,
which ensures a stable supply of this
LNG substitute to meet our growing
power needs.

Through 2010, we have been
preparing a land site of 98 acres at
the Gwangyang slag disposal area.
Upon completion, an SNG production
plant with an annual capacity of
500,000 tons will also be built with a
target operation date by the end of
2013.

Also in 2010, in alliance with RIST and
a dozen other private and government
organizations, we developed highly
efficient catalyst technology to create
SNG technology for a gasification
plant. With access to core technology
from coal gasification and EPC
experience, POSCO expects to
maximize the coal gasification
business in both domestic and
overseas markets.

Pursuing Clean Development
Mechanism (CDM) opportunities

To actively expand green energy,
meet the challenges of climate
change and embrace environmental
management, POSCO is implementing
CDM options. We are investing in
greenhouse gas reduction facilities
and acquiring carbon dioxide (CO,)
emission rights from the UNFCCC.

We registered the Gwangyang hydro-

powered plant as a CDM business
with UNFCCC, the first of its kind in
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the steel industry. That secured the
rights to 26,000 tons of CO, emissions
over the next decade. Jointly with
Nippon Steel, we also plan to
register the rotary hearth furnace at
Gwangyang as a CDM business.

In other efforts, we are working on
afforestation and reforestation CDM
projects in Uruguay. We intend to
invest USD 55 million in a 20,000-
hectare site in order to acquire
206,000-ton CERs a year for 30
years. As of December 2010, the test
plantation with 1,000ha has been
completed and has been registered
as a CDM business. By building on
our growing expertise, we expect to
expand CDM businesses to Indonesia
and China.

Investing in resource development
The company is committed to
securing the stable and economic
delivery of natural gas and coking
coals. Such projects allow for greater
self-reliance in the competition for

energy resources.

In January 2007, POSCO acquired

a 9.8% stake in the Aral Sea gas
drilling project, located in resource-
rich Uzbekistan in Central Asia. A
geological assessment of the project,
using seismic explorations, began in
October 2007. In 2010, we participated
in two gas drillings, discovering one
with gas. Results for the second are

currently being analyzed.

POSCO also holds a 12.5% stake
in the Korean consortium of the
Namangan-Tergachi and Chust-Pap
exploration mines in Uzbekistan.
We began physical testing in 2009,
and plan to drill in 2011. Given our
other projects in the region and
our commitment to global energy
development, we further decided
to acquire a 20% stake in the West
Fergana-Chinabad gas drilling
projects.
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LNG Terminal, Gwangyang, Korea



ICT

KRW 12 trillion purchases and KRW 1.5 trillion sales
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Factory Commissioning Test Run, POSCO ICT, Korea

POSCO ICT Purchases of Eco-
Friendly Products

Total Purchasess

6,957

2008

12,012

10,748

2009

2010

In billions of Korean Won
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In overcoming the considerable
challenges of the 2009 global
financial crisis, we focused on
strengthening our foundation for
future growth. During the same

time, we also worked to reduce
financial risk. With the weak business
environment as backdrop, we
bolstered our market leadership

in core businesses, expanded our
global reach in overseas markets and
forcefully moved to take advantage of
the trend in green growth businesses.

Reflecting that strategy, in January
2010, we merged POSCON, our
engineering and automation business,
with the POSDATA IT services
business, and launched a new entity
known as POSCO ICT.
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Preparing for strategic growth

Building on our vision of Creating

A Green ICT Future, the merger of
POSDATA IT services business with
the POSCON engineering business
has reorganized and transformed
our business. We are reinforcing our
platform for growth with a strategy of
convergence that offers clear benefits
and sharper focus on opportunities

in the environmental and energy
industries.

While continuing to hone our core
businesses, we are aggressively
pursuing new business in the fields
of LED lighting, smart grid power
solutions and cloud computing. By
leveraging collaborations with POSCO
Group companies, we are steadily
forging alliances with overseas

companies and identifying key ways
to grow together.

As a result, POSCO ICT secured
major global projects and significant
growth opportunities for 2011.

We repositioned IT services into a
green business focused on railways,
new and renewable energy, food
resources energy and the nuclear
power business. We established
POSCO LED and a showcase
application for our smart grid
solutions business. In addition, we
provided integrated IT services for
several POSCO Group projects,
including electric automotive, nuclear
reactors and more.

Reviewing performance

In 2010, we won orders valued at KRW
1.129 trillion, a robust 26.5% increase
over 2009. Sales totaled KRW 830
billion and operational income was
KRW 24.5 billion.

In the steel IT business, we grew
14% from projects for POSCO

Group companies. We participated
in POSCO Group-wide integrated

IT management and information
system upgrades. We enhanced our
EIC engineering capability while also
commercializing steel measurement
equipment. We developed appealing
one-stop shopping services by
combining IT and engineering
services that before the merger had
to be acquired separately.

In business beyond POSCO Group,
we achieved a 40% increase over
2009 by improving our technology
and business solutions in core
competencies such as railways,
transportation, environmental,
energy, public infrastructure,
construction and networking. In
railway and transportation services,
we expect our E&M turnkey
technology to attract international
urban business for Platform

Screen Door metro projects. As for
environment and energy, we are
diversifying our green businesses

by developing reclaimed land, wind
power, food resources energy,
electrical power, nuclear power PLC
and electrical precipitation. In public
infrastructure and construction,

we won the bid to build housing in
Tobruk, Libya. Moving forward, we
intend to further develop convergent
capabilities in EIC and IT in order to
win more business in the construction
IT sector.

Rewving growth engines

In 2010, we established POSCO LED
in an alliance with POSCO and Seoul
Semiconductor to drive new growth.
We intend to deepen our synergies in
R&D and marketing by collaborating
with other POSCO Group companies.
Next-generational power solutions
or smart grids is a key engine. We
developed a showcase application for
smart grids at Gwangyang Works and
participated in a renewable energy
project on Jeju Island. Moreover, we
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organized a task force to develop new
business models and solutions as we
advance into the burgeoning business
of cloud computing.

To move beyond providing
conventional IT services, POSCO

ICT is exploring a range of options.
For instance, we have developed a
high-quality laser welding machine
used for thin steel plate and also
designed a man-machine interface
system used in smart nuclear power
facilities. Other accomplishments
include expanding our smart grid
solutions by building infrastructure
for electric automotive charging
stations and energy maintenance
systems as well as energy-efficiency
projects for steel plants and overseas
power grid developments.

By harnessing innovation, nurturing
collaboration and taking on
challenges, we are poised to grow as
a global leader.

Personal Rapid Transit Test Track Simulation, POSCO ICT, Korea
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Field Emission Scanning Electron Microscope, Gwangyang Technical Research Lab, Korea
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In 2010, POSCO transformed
difficulties into opportunities and
attained top ranking in technological
innovation among global steelmakers
by aggressively executing technology
projects. We successfully performed
43 difficult tasks. By harnessing
creative R&D, we also developed

185 manufacturing technologies,
including 90 mid-term technologies
and 95 problem-solving processes,
which secured our leadership in steel
technology.

Despite the recent relentless
uncertainties in the steel industry,
we exceeded our R&D target,
achieving 104% success rate in 92
technological innovations for 11
processes. We further advanced our
proprietary manufacturing processes
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and developed core technologies to
strengthen our cost competitiveness.
At the same time, with the goal of
being world-best and world-first, we
are developing topnotch products that
will deepen customer satisfaction.

Highlighting key R&D
accomplishments

Increasing efficiencies and quality in
high-end steel production

As we focus on the manufacturing
process, develop high-speed
pneumatic steel processes and lower
Total Fe content in slag, we are
enhancing process efficiencies and
quality by solving production neck
point problems and improving hot
steel cleanness. We also improved
the Ca treatment process in refining

the anti-HIC quality in steel plate.
At the Gwangyang steel plate plant,
we realized better efficiencies

by directly connecting the steel
converter, continuous caster and
smelting processes. Even with
continuous growth in the production
of high-end steel, including AHSS
and automotive steel, we managed
advanced productivities and cost
reductions by using steel byproducts
and by developing refractory recycle
technology.

Expanding in automotive steel
POSCO developed super high-tensile
steel in the 1,470Mpa class HPF for
automobile and super-lightweight
automotive steel products, such

as TWIP steel. We are developing

a worldwide profile as a major
producer, committed to developing
innovative technology and to quickly
adjusting to marketplace changes.

Developing high-grade API steel pipe
technology

After commercializing hot-rolled API-
K55, we diversified into API steel pipe
products for oil wells. With thick API
steel, we commercialized API-X80,
which maintains its tensile strength
at temperatures as low as -20°C. This
product grew out of our increasing
partnerships with energy companies
and can be used for the 4,000km
pipeline connecting Russia to Eastern
Europe. We also completed pilot
projects to develop thick 4Tmmt steel
pipe for undersea pipelines.

Upgrading quality stainless steel
(STS)

By developing STS continuous
cold-rolling mill technology, we
established a 750,000-ton production
capability. POSCO’s TRM Rolling
Line (a Z-Hi Mill of 4Stand) and

APF (Annealing Pickling Finishing)
processing technology upgraded our
STS continuous cold-rolling products.
Recently, we focused R&D efforts on
fine and high-value steel in order to
diversify our product mix.

Advancing in electrical steel

POSCO is increasing its production of
high-grade electrical steel. We are
expanding the supply of our world-
class grain-oriented electrical steel
for transformers. In the category of
non-grain-oriented electrical steel,
we developed a proprietary hyper-
product for hybrid car motors.
Demand is rapidly growing for this
product because of its ability to
reduce CO, emissions. Testing is
underway to adopt the product for
carmakers at home and abroad. Early
Vendor Involvement (EVI) activities
also are expanding to help develop
high-grade, non-grain-oriented
electrical steel for automotive use.

Cultivating high-quality hot-rolled
steel production technology

We continue to produce hot-

rolled steel using our proprietary
continuous casting rolling technology,
which differentiates our product from
our leading peers. We improved the
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quality and production control while
developing this premium product as
high carbon steel.

Achieving greater capacity

for steel plate

After completion of Gwangyang's 2.5
million capacity plant, we achieved 7
million ton production capacity. PICO-
[l technology development for a rapid
cooling device provided the capability
to build our own facility. In addition,
in ongoing efforts to advance in the
Southeast Asia market, we have allied
with Krakatau Steel in Indonesia

to build a plant with 1.5 million ton
annual capacity by 2013.

Continuing high-grade wire rod
product development

We developed ultra-fine wire rod for
semiconductor silicon cutting and
created the world’s highest intensity
value spring assemblies for engines.
We will continue to develop high-
quality wire rod to maintain our
competitive advantage.

Creating high-grade cold-rolled steel
We established a mass production
system for steel plates used for

LCD TV back covers to meet future
demand. We also increased sales

of our original brand of GI-ACE
products, as we continue to develop
high-tensile corrosion-resisting steel
(YP>700 Mpa] for use in containers.
In the future, we will strengthen

EVI activities with customers and
establish a new process for green
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New Global R&D Center, Songdo, Korea

Sales Volume of World-Best,
World-First Products
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Universal Testing Machine, Gwangyang Technical Research Lab, Korea

surface finishing and other products
for LED TV sets.

Enhancing commercialized FINEX
With our successful automated
manufacturing management
system, we increased the stability
and convenience of FINEX. We also
continued to test using low-quality
resources as a way to diversify
resources and cut costs. In 2011, we
will complete the world’s largest 2
million ton capacity FINEX plant in
Pohang. The facility required only
70% of the effort of previous 1.5
million ton plants, due to its scale
and simplified design.
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Focusing on strip casting and HR thin

materials (non-commodity material)
POSCO sold 6,000 tons of strip casted
301, 304 and 316 series to real-

time customers. We also developed
strip-casted high-carbon martensite
and developed technology for high-
alloy and Duplex stainless steel.
Current continuous casting still lacks
the adequate monitoring quality of
these products. We are expanding
the manufacturing scope of our
continuous cold-rolled single-rolling
material from 1.0mmt to 0.35mmt by
setting up HR thin materials (1.5mmt)
manufacturing with strip casting. In
2011, we will install No. 2 IRM (In-
line Rolling Mill) in order to upgrade
poStrip shape, yield rate and quality.

Pushing R&D boundaries
to spur growth

Testing new core technology

As we accelerate new growth
engines in the materials and energy
businesses, in 2010, we worked on 98
R&D developments. These include 54
materials, such as wide magnesium
and amorphous alloy using molten
iron; 9 green energy projects, such
as Na$S battery and SOFC (Solid Oxide
Fuel Cell) development; 6 marine
resources projects, such as biodiesel
fuel; 29 new business projects, such
as smart grid solutions, LED and
four projects in partnership with

the government for World Premier
Materials (WPM].

P

Harnessing Fe amorphous alloy

Fe amorphous alloy is a metallic
material with a disordered atomic-
scale structure that’s akin to liquid.
Its superior physical properties—
intensity, rigidity, anti-corrosive—and
magnetic properties make it suitable
for transformers and electronics
cores. We developed the design for an
injection system using the amorphous
alloy with molten iron and technology
to attain uniform temperature in the

system.

Pioneering Korea's first NaS battery
We developed Korea's first NaS
battery. The battery is a large-scale
power storage system that’s superior

to conventional batteries because
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of energy density and life. Unlike
the lithium-ion batteries currently
in wide use, the Na$S battery can be
competitively priced because it uses

cheap natrium and sulfur.

Field Emission Transmission Electron Microscope, Gwangyang Technical Research Lab, Korea
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No. 4 Wastewater Treatment Plant, Gwangyang Works, Korea

POSCO Group is committed to

three broad objectives: (1) Building
an integrated environmental
management system; (2) implementing
environmental risk management; and
(3) developing open communications
across all divisions and companies.
As a first step, we drafted the POSCO
environment management manual,
which harnesses global standards
as guidelines to our affiliates and

is a key element in our integrated
environment management system.
Guided by the manual, all POSCO
companies are working to acquire
ISO 14001 certificates by 2012. We
also host regular meetings to set
key performance indicators for
individual executives and as a forum
to share common challenges and
accomplishments.

Launching environmental

conservation initiatives

POSCO has analyzed the importance
of water resources and potential
risks of water shortages. To secure
stable water supply and reduce the
risks of long-term shortages, we are
implementing a mid- and long-term
strategy. Over time, we will increase
wastewater recycling; reduce overall
water use; develop alternative
resources for water; and, ultimately,
realize zero waste water emissions.

POSCO continues to invest in
improving air quality by boosting
collector efficiencies and by
monitoring the use of raw materials
needed for sintering with the goal
of reducing dust. To achieve cleaner
airin our plants and neighboring

086

communities, we are operating
real-time wireless environmental
monitoring systems. We are
continuing real-time tracking of
fine dust and odors with 45 sensors
around the Pohang Works plant.

POSCO has also developed Triton,
which is effective in restoring
coastal areas damaged by the rise in
seawater temperature. As the Greek
God Triton, the god of the seas, could
restore forests, POSCO Triton is a
steel slag marine structure capable
of creating seaweed beds and reefs
that quickly help to restore fishery
resources, including algae, fish and
shellfish. Steel slag is a byproduct
of steelmaking and contains rich
quantities of such useful minerals
as calcium and iron, which promotes

algae growth and photosynthesis,
thus purifying seawater and
polluted sediments. In addition,

the marine forest formed by Triton
effectively captures carbon dioxide
through slag carbonation and algae
photosynthesis.

In 2010, POSCO invested KRW 636.3
billion in protecting the environment,
or 11.3% of our total facility
investments. KRW 178.4 billion was
earmarked for the Pohang facilities
and KRW 457.9 billion for Gwangyang.
To date, since POSCO’s founding in
1968, our accumulated investment

in environmental practices and
initiatives totals KRW 4.594 trillion, or
9.4% of our accumulated total capital
expenditures.

Promoting low-carbon, green growth
In February 2010, POSCO declared its
Low-Carbon, Green Growth plan to
reduce carbon dioxide emissions. The
plan calls for reducing CO, emissions
in manufacturing each ton of melted
iron from the current 2.18 tons to
1.98 tons by 2020, a reduction of 9%
based on the past three year average.
As part of our vision to become a
Leader in Global Green Growth, we
are developing low-carbon steel
manufacturing processes, providing
energy-efficient steel products and
cultivating green growth alliances
throughout POSCO Group.

POSCO is also partnering with major
steelmakers in developing technology

that can reduce CO, emissions.
Simultaneously, we are independently
developing technology that will
strengthen our competitive position.
As part of this goal, we have created
a mid- to long-term development
project—POSCO CO, Breakthrough
Framework. Our focus is on CO,
separation technology, which uses
ammonia, waste thermal heat and
Triton, our steel slag brand that helps
restore maritime bio systems.

POSCO continues to work toward
lowering greenhouse gas emissions
worldwide. We produce energy-
saving manufacturing materials,
such as lighter and stronger steel
sheet for automobiles. These energy-
efficient steel materials improve
efficiency in automotive fuel electric
transformers. We harness byproducts
from steelmaking to produce cement.
Using granulated slag instead of
cement clink (a cement lump before
it is processed into cement) leads to
lower CO, emissions and reduces the
use of limestone.

In 2010, POSCO led the industry in
replacing cement as a raw material in
steelmaking, using 6.36 million tons
of granulated slag in our production
process. As a result, we reduced CO,

emissions by 5.02 million tons.

In July 2010, we hosted the second
annual POSCO Carbon-Neutral
Program, a forum designed to inspire
people to discover and support
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projects that reduce greenhouse
gases. The program focuses on
voluntary participation and business-
social partnerships that can create

a low-carbon, greener society. The
POSCO Carbon-Neutral Program
also aims to raise environmental

awareness among many groups,

including schoolchildren, consumers,

NGOs and academics. We invite
anyone who is interested to submit
ideas to develop carbon-neutral
programs in which the company
could participate. Currently, ten
projects have qualified for one-year
sponsorships.

In January 2011, POSCO launched its
Green Walk Campaign to encourage
involvement from employee
families. Participants engaged in
four categories, including “walking,
turning off, reducing and collecting.”
We offer convenient and specific
advice and activities for each of the
four categories. We share the green
activities and results online on the
Green Walk channel of the company
Web site.

Pohang Works, Korea



SHARING OUR SUCCESS WITH THE GLOBAL COMMUNITY

Around the world, POSCO contributes to the comfort and improvement
of humankind. We deeply believe in giving back and actively engage in a
range of social services and activities that will benefit local, regional and
international communities. Sharing is rooted in our corporate culture.
POSCO is committed to encouraging a spirit of cooperation and respect
In our employees, our business partners and our communities. We are
committed to making a tangible difference and to being a responsible
corporate citizen,

SOCIAL CONTRIBUTION

We give back to the community by hiring socially disadvantaged workers
and with 4 main social enterprises, including POSWITH, POSecohousing,
POSPlate and Songdo SE.

2 .
% o
w

2010 Average volunteer hours per employee

EMPLOYEE VOLUNTEER PARTICIPATION
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Employee Volunteer Participation Rate

95

2010
95
2009
91.9
2008 S

Worldwide, POSCO engages in
numerous charitable programs
that help to support society. Our
committed culture of giving is
demonstrated by the fact that 98%
of management and staff actively
participate as volunteers. Through
these activities, which encompass
the entire POSCO family and all our
offshore business units, we express
companywide dedication.

The Social Contribution Committee
holds two meetings per year with
active participation of CEOs across
POSCO affiliates. Two separate
organizations, the Social Contribution
Group and the Bureau of Corporate
Ethics, were established to ensure
management transparency.

In recognition of our mutually
beneficial relationships, we also
provide suppliers with various

forms of assistance, such as help

with business issues or advice on

organizational growth.

Encouraging programs that give back
to society

In 2010, POSCO employees
contributed more than 550,000 hours
of their time to provide voluntary
social services for people in need.
Participation from employees and
management reached 98%, while
volunteer hours were an impressive
33 hours for each person. Each
POSCO employee spent two hours
every month with a neighborin

need. We also host two distinctive
programs. Sharing Saturday invites
employee volunteers to visit and help
people in low-income neighborhoods
in Pohang, Gwangyang, Seoul and
other cities on the third Saturday of
every month. Volunteer with a Theme
encourages employees and their
families to get involved. Each month,
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the company designs seasonally
related service themes that give
everyone the opportunity to enjoy the
volunteer experience.

POSCO further encourages highly
skilled employees to utilize their
skills for people and places that can
benefit from them. POSCO supports
the effort by giving employees the
opportunity to broaden and develop
skills at the same time as recipients
are helped. Employees, for example,
launched the POSCO Clean Ocean
Volunteer Group and earned scuba
diving licenses in order to help clean
the ocean near Pohang, Gwangyang
and Seoul. Company foreign
language study groups also serve as
interpreters and teachers for foreign
workers in Korea.

We are devoted to spreading
the culture of volunteer service

throughout POSCO Group. In 2010,
after opening new offices and
facilities, we expanded the POSCO
Family Volunteer Group activities

from Pohang, Gwangyang and Seoul
to Incheon.

Social contribution consulting
services are available to all POSCO
family companies worldwide. These
services have helped the subsidiaries
understand the importance of
Corporate Social Responsibility and
how they can increase participation
in volunteer activities. In 2010, we
planned and implemented ten such
joint projects that engaged a wide
range of employees. We plan to
increase these joint projects in the
future. Overseas, we contribute local
volunteer work at the world’s major
coil processing centers as a way of
supporting our offshore offices.

Developing communities and talent
POSCO actively supports programs
that help the socially disadvantaged
and that will lead to more balanced
community development. We continue
to fund scholarships because future
growth is built on education.

We make every effort to bring
POSCO’s sharing culture to
widespread communities. Since

1991, the company has operated

the Sisterhood Ties program, which
designates a neighborhood or village
community as a “sister department”
within POSCO. We then share some
of our skills with people in sister
communities. We also participated

in a microcredit project to help low-
income people secure financing. In
January 2009, we launched POSWITH,
the nation’s first major affiliated
employer of the physically disabled.
We founded several social enterprises
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in Pohang, Gwangyang and Incheon,
including POSecohousing, POSPlate
and Songdo SE. We continue to
operate a variety of programs that
benefit the needy, such as help for
multicultural families and North
Korean defectors.

Developing talent is a crucial

part of POSCO’s history of social
contributions. POSCO has been

a major factor in the national
investment in education. We founded
POSTECH, which specializes in
science and engineering, and now is
one of Korea’'s top universities. The
POSCO Educational Foundation and
the POSCO TJ Park Foundation direct
the company’s sizeable scholarship
efforts by identifying and sponsoring
high-achieving students in Korea
and other Asian countries. We
organized Beyond, a student group
that contributes volunteer services
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around the world, including in
India, Thailand, Indonesia and other
developing countries.

Promoting culture and sports

Since the start of our social
contributions, POSCO has supported
community cultural and sports
programs. Every month, we host a
free concert starring a well-known
musician at POSCO corporate
headquarters in Seoul. Over the
years, POSCO has invited dozens of
renowned musicians to perform wide-
ranging programs, from classical

to popular music. Concerts at the
POSCO Center have been called “an
oasis in the city,” attracting world-
famous musicians and over 10,000
music lovers a year.

The POSCO Pohang Hyoja Art Hall and
the POSCO Gwangyang Baekwoon Art
Hall were built as regional centers

for culture and the arts near POSCO
mills in Pohang and Gwangyang. At
these halls, local people attend free
performances by talented musicians.
Throughout the year, POSCO also
stages Campus Symphony Festivals
at major universities. The POSCO

Art Gallery provides enriching
experiences for visitors to the POSCO
Center and POSCO headquarters,
with revolving exhibitions of
paintings, sculpture, photography,
engravings and more. The exhibitions
offer convenient access to fine art for
everyone in the area.

Our love for the game of football
(soccer] led to the rise of two major
professional football clubs: the
Pohang Steelers, founded in 1983, and
the Chunnam Dragons in Gwangyang,
established in 1994. Because POSCO
believes that sports provide a

special bond for the community, we

have sponsored football teams and

tournaments for the past forty years.
POSCO is often called “the birthplace
of Korean football,” especially since
we've identified, developed and
sponsored so many young players
who went on to become stars. When
POSCO founded its two professional
football teams, we built a stadium

for each—one in Pohang with 20,000
seats and the other in Gwangyang
with 15,000 seats. These were the
first football stadiums ever built in
Korea. To give talented young players
a chance to make their dreams

come true, we also sponsor football
workshops and send players to Brazil
to learn and practice.

POSCO E&C launched the Gymnastics
Club in 2004, and we have continued
to actively develop talented gymnasts,
such as Yang Tae-Young, who won
the bronze medal in the 2004 Athens

Olympics. We further contribute more
than half of the annual operating
budget of the KGA. The seeds of

this sponsorship have grown into a
bountiful harvest. To date, Korean
gymnasts have won bronze medals

in the 1988 Seoul Olympics and 1992
Barcelona Olympics; silver in the 1996
Atlanta Olympics; silver and bronze
in the 2000 Sidney Olympics; and
silver in the 2004 Athens Olympics
and 2008 Beijing Olympics. These
achievements have transformed
Korea into a major contender in
international gymnastics.

Upholding business ethics
Establishing and expanding ethics
management in our daily business

is a companywide priority. POSCO
operates several ethics programs for
business units, affiliates and overseas
offices. First and foremost, we rely
on educational programs to embed
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Employment Target
for the Disadvantaged

342

2010

431

2011

ethical practices into our corporate
culture. We have further expanded
online and on-site education
programs and backup systems to all
of our vendors and business partners.

To strengthen ethical practices, all
senior managers must complete a
course about corporate ethics. We
also provide ethics education for new
recruits and affiliates. In addition,
POSCO’s ethics practices for work
teams was implemented in 2005, and,
after being formalized as the POSCO
Group Ethics Practice Program, was
extended to all affiliates in 2010.
Covering all employees supervised

by the directors, the program is
intended to identify ethical risks and
resolve them. We review performance
and award a prize to teams that
demonstrate excellence. Results are
recorded in personnel files.

ANNUAL REPORT 2010 094

We also help business partners to
share our values. We host education
sessions for partners that lack audit
systems and provide basic guidelines
for ethics management practices
and infrastructure. In addition, every
contract contains a clause that
invokes sanctions in the event of
unethical behavior. The POSCO code
is designed to prevent any unethical
or unfair behavior. As an incentive, we
offer contract extensions to partners
that uphold ethical practices.

Ethical management is key to our
growth as a global company. As a
result, we provide ethics education

to our affiliates and offices around
the world. We also offer customized
ethics education to employees who
work abroad. In 2010, we held special
sessions for the leaders of global
affiliates who will be managing
overseas offices.

Designed to prevent corruption and
promote sound business work ethics
among the affiliates, 125 executives
and 250 managers who were locally
hired at one of the 24 related
companies in China, Vietnam, Mexico
and Thailand attended the education
program. The program included
auditing ethics standards, education
and coaching for ethics practices. To
date, 8,000 employees in 60 affiliates
in 25 countries participated in
education about our ethics principles
and pledged compliance.

In 2011, in response to the US
Foreign Corrupt Practices Act
(FCPA), POSCO was the first Korean
company to draft and implement
guidelines that prevent international
corrupt practices. A US federal law
that addresses company responses
to international corrupt practices,
FCPA is increasingly being applied

around the world. Our guidelines

cite 11 practices, including process,
requirements, violations, internal
controls, education and anti-bribery
provisions for foreign officials, foreign
political parties and candidates for
political office. The FCPA guidelines
are included in our 2011 Business
Ethics Code of Conduct. In addition,
we have established a call center to
field consulting and reporting for in-
the-field operations.

Nurturing win-win partnerships
POSCO launched the POSCO Group
Mutual Growth Council in October
2010 to develop win-win cooperation
and unity with our business partners.
The Council provides free legal,

tax, HR and labor consultation to
our small and mid-sized business
partners. Our executives visit the
companies to identify issues and
provide their expertise.

We also provide services to first-

tier through fourth-tier partners,
making it a habit to visit at least once
a month. Two to three executives are
included in each visit and bring along
appropriately skilled employees

for specific support. As of March
2011, 225 executives in the POSCO
Group participated in these services,
providing consultation to 122 partners
in quality improvement, technology,
production and more.

We review the executive input in our
evaluations in order to truly support our
partners. In turn, we are realizing win-
win cooperation and mutual growth.
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MILESTONES

1960

1970

1980

1990

FOUNDATION YEARS

June 1967 Pohang City chosen as first building site of Pohang Iron and Steel Co., Ltd. (POSCO) 1990
November 1967 Company’s Development Committee established

March 1968 First general meeting established logo and corporate bylaws

April 1968 Pohang Iron and Steel Co., Ltd., officially incorporated

POHANG CONSTRUCTION PERIOD

GLOBAL EXPANSION PERIOD

December
October

December

1993
1994
1994

September 1995

October

November

1995
1995

April 1970
December 1972
June 1973
July 1973
October 1973
May 1976

December 1978
February 1981
November 1981

Pohang Works, Phase 1 begun

Headquarters moved to Pohang City

Pohang Works No. 1 Blast Furnace tapped for the first time

Pohang Works, Phase 1 completed (annual crude steel capacity: 1.03 million tons)
Membership in World Steel Association (former International Iron and Steel Institute)
Pohang Works, Phase 2 completed (annual crude steel capacity: 2.6 million tons)
Pohang Works, Phase 3 completed (annual crude steel capacity: 5.5 million tons)
Pohang Works, Phase 4-1 completed (annual crude steel capacity: 8.5 million tons)

Gwangyang Bay selected as site for second steelworks

GWANGYANG CONSTRUCTION PERIOD

May 1983
May 1985
December 1986
March 1987
May 1987
June 1988
July 1988
March 1989

December 1990
October 1992

Pohang Works, Phase 4-2 completed (annual crude steel capacity: 9.1 million tons)
Gwangyang Works, Phase 1 begun

Pohang University of Science and Technology (POSTECH) established

Research Institute of Industrial Science and Technology (RIST) established
Gwangyang Works, Phase 1 completed (annual crude steel capacity: 11.8 million tons)
POSCO stock listed on the Korea Exchange (former Korea Stock Exchange)
Gwangyang Works, Phase 2 completed (annual crude steel capacity: 14.5 million tons)
Pohang Works No. 1 Stainless Steel Mill completed

(annual stainless steel capacity: 0.32 million tons)

Gwangyang Works, Phase 3 completed (annual crude steel capacity: 17.5 million tons)
POSCO’s quarter-century of construction completed

(Gwangyang Works, Phase 4 completed; annual crude steel capacity: 20.8 million tons)
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2000

2010

August 1996

October 1996

March 1997
March 1999
April 2000
October 2000
July 2001
March 2002
March 2002
June 2003
July 2003

November 2003
October 2004
August 2005

June 2006
March 2007
May 2007
April 2008
April 2008
April 2008
April 2009

August 2009
October 2009
August 2010
October 2010

ISO 9002 certification acquired

POSCO stock listed on the New York Stock Exchange

Pohang Light Source (PLS) installed

POSCO Center in Seoul opened

POSCO stock listed on the London Stock Exchange

Pohang Works COREX plant completed (annual crude steel capacity: 600,000 tons)
Pohang Works No. 2 Stainless Steel Mill completed

(annual stainless steel capacity: 0.84 tons)

Gwangyang Works No. 5 Blast Furnace begun and No. 1 Mini Mill completed
Introduction of outside director and outside auditor systems

Gwangyang Works No. 5 Blast Furnace completed

(annual crude steel capacity: 28 million tons)

Gwangyang Works No. 5 Blast Furnace initiated

Privatization completed

Introduction of POSPIA, an integrated digital information management system
Corporate name is legally changed to POSCO

Pohang Works No. 3 Stainless Steel Mill completed

(annual stainless steel capacity: 1.66 million tons)

New POSCO code of conduct announced

The POSCO Museum in Pohang opened

POSCO-China established

POSCO-Japan established

POSCO-India established

Gwangyang Works No. 6 CGL completed

(annual automotive steel sheet capacity: 6.5 million tons)

Global POSCO Way vision announced

Pohang Works FINEX Plant completed (annual crude steel capacity: 1.5 million tons)
POSCO celebrated 40th anniversary

Pohang Works accumulated cold-rolled steel production totals 50 million tons
since first operation

Global R&D Center established at the Incheon Free Economic Zone

Pohang Industrial Complex began operation of the world’s largest fuel cell plant
for power generation

Mexico CGL facilities completed

Vietnam cold-rolled steel facilities completed

POSCO signed Agreement to Purchase Daewoo International shares

Indonesia Steel Mill Project began groundwork
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Report of Independent Registered Public MIPA SAMIONG
Accounting Firm KPMG SAMJONG Accounting Corp.

10t Floor, Gangnam Finance Center,
737 Yeoksam-dong, Gangnam-gu,
Seoul 135-984, Republic of Korea

Tel: 82-2-2112-0100
Fax: 82-2-2112-0101
www.kr.kpmg.com

The Board of Directors and Shareholders

POSCO:

We have audited the accompanying consolidated statements of financial position of POSCO and subsidiaries (the “Company”) as of December
31,2010 and 2009, and the related consolidated statements of income, changes in equity and cash flows for each of the years in the three-
year period ended December 31, 2010. These consolidated financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of POSCO
and subsidiaries as of December 31, 2010 and 2009 and the results of their operations and their cash flows for each of the years in the three-
year period ended December 31, 2010, in conformity with accounting principles generally accepted in the Republic of Korea.

Accounting principles generally accepted in the Republic of Korea vary in certain significant respects from U.S. generally accepted accounting
principles. Information relating to the nature and effect of such differences is presented in note 32 to the consolidated financial statements.

The accompanying consolidated financial statements as of and for the year ended December 31, 2010 have been translated into United States
dollars solely for the convenience of the readers. We have audited the translation and, in our opinion, the consolidated financial statements
expressed in Korean Won have been translated into United States dollars on the basis set forth in note 2 to the consolidated financial
statements.

As further described in note 1 to the consolidated financial statements, POSCO acquired a controlling financial interest in Daewoo International
Corporation in 2010, and the results of operations of Daewoo International Corporation for the year ended December 31, 2010 are consolidated
in their entirety into POSCO’s consolidated statement of income as if the acquisition has occurred on January 1, 2010, with the pre-acquisition
net earnings deducted in determining POSCO’s consolidated net income for 2010. Therefore, comparability with POSCO’s consolidated financial
statements for prior years is impacted accordingly.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness
of POSCO’s internal control over financial reporting as of December 31, 2010, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COS0), and our report dated June 17, 2011
expressed an unqualified opinion on the effectiveness of POSCO's internal control over financial reporting.

sy ety S T2

KPMG Samjong Accounting Corp., a corporation established under Korean law, is a member firm of KPMG International, a Swiss cooperative.
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Report of Independent Registered Public Accounting Firm MR SAMIONG
on Internal Control Over Financial Reporting KPMG SAMJONG Accounting Corp.
| 10%Floor, Gangnam Finance Center,

737 Yeoksam-dong, Gangnam-gu,
Seoul 135-984, Republic of Korea

Tel:82-2-2112-0100
Fax: 82-2-2112-0101

The Board of Directors and Shareholders
www.kr.kpmg.com

POSCO:

We have audited POSCO’s internal control over financial reporting as of December 31, 2010, based on criteria established in Internal Control

- Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COS0). POSCO’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying Management’s Annual Report on Internal Control over Financial Reporting. Our responsibility
is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk.
Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

In our opinion, POSCO maintained, in all material respects, effective internal control over financial reporting as of December 31, 2010, based on
criteria established in Internal Control - Integrated Framework issued by the COSO.

As described in Management’s Report on Internal Control over Financial Reporting, management has excluded Daewoo International Corporation
and its subsidiaries from its assessment of internal control over financial reporting as of December 31, 2010, because it was acquired by the
Company in a purchase business combination during 2010. We have also excluded Daewoo International Corporation and its subsidiaries from
our audit of internal control over financial reporting. Daewoo International Corporation and its subsidiaries comprised approximately 5.54% of the
Company’s 2010 consolidated sales and approximately 13.08% of the Company’s consolidated total assets at December 31, 2010.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
statements of financial position of POSCO and subsidiaries as of December 31, 2010 and 2009, and the related consolidated statements of

income, changes in equity and cash flows for each of the years in the three-year period ended December 31, 2010, and our report dated June 17,
2011 expressed an unqualified opinion on those consolidated financial statements.

ey Sy ek
A 4

7 A ‘/ June 17, 2011

KPMG Samjong Accounting Corp., a corporation established under Korean law, is a member firm of KPMG International, a Swiss cooperative.

101 ONE STEP CLOSER




POSCO AND SUBSIDIARIES

Consolidated Statements of Financial Position
|

POSCO AND SUBSIDIARIES
Consolidated Statements of Financial Position, continued

As of December 31, 2010 and 2009 As of December 31, 2010 and 2009

(in millions of Korean Won and thousands of US Dollar) Notes 2010 2009 2010 (note 2) (in millions of Korean Won and thousands of US Dollar) Notes 2010 2009 2010
Assets Liabilities
Cash and cash equivalents, net of government grants 3 3,598,822 2,196,731 $ 3,159,911 Trade accounts and notes payable 4,125,253 2,734,900 $ 3,622,138
Short-term financial instruments 3, 11 2,954,351 5,820,447 2,594,039 Short-term borrowings 13 5,838,370 3,225,801 5,126,324
Trading securities 4 183,953 505,811 161,518 Current portion of long-term debts, net of 13 3,430,562 786,887 3,012,171
) . . discount on debentures issued
Current portion of investment securities, net 7 46,566 56,463 40,887
) Accrued expenses 477,322 344,274 419,108
Trade accounts and notes receivable, net of allowance 5 11 7,995,649 5,145,022 7,020,501
for doubtful accounts and present value discount Other accounts and notes payable 910,018 642,446 799,033
Other accounts and notes receivable, net of 5 685,069 447,693 601,518 Withholdings 115,681 200,894 101,572
allowance for doubtful accounts and present value discount Income tax payable 769,475 393,719 675,630
Advance payments 892,957 588,354 784,052 Advances received 997,728 811,644 876,045
Inventories 6,11, 31 9,803,453 5,152,839 8,607,826 Deferred income tax liabilities 26 3,895 71 3,420
Deferred income tax assets 26 383,869 404,401 337,052 Other current liabilities 16 424 923 134182 373 099
Other current assets, net of allowance for doubtful 12 562,434 316,389 493,840 Total current liabilities 17.093.227 9974 818 15.008.540
accounts U790, 214, ,008,
Total current assets 27,107,123 20,634,150 23,801,144
Long-term debt, net of current portion and 14 10,608,584 8,229,781 9,314,763
discount on debentures issued
Property, plant and equipment 9,11, 31 53,921,182 47,506,269 47,344,966 Accrued severance benefits, net 15 439,102 300,421 385,549
Less accumulated depreciation (28,222,033) (25,666,484) (24,780,080) Deferred income tax Liabilities 2 1,541,388 531,927 1.353,401
Property, plant and equipment, net 25,699,149 21,839,785 22,564,886 Other long-term liabilities 16 1,062,211 310,487 932,665
Investment securities, net 7,11 9.317,705 6,211,966 8,181,320 Total non-current liabilities 13,651,285 9,372,616 11,986,378
Intangible assets, net 10, 31 3,161,452 629,969 2,775,882 Total liabilities 30.744.512 18.647 434 26994 918
Long-term trade accounts and notes receivable, 5 12,629 15,685 11,089
net of allowance for doubtful accounts
and present value discount Parent shareholders’ equity
Long-term loans receivable, net of allowance for 5 140,446 103,607 123,317 Capital stock 1,18 482,403 482,403 423,569
doubtful accounts and present value discount Capital surplus 19 4,411,018 4,446,032 3,873,051
Deferred income tax assets 26 438,833 294,441 385,313 Capital adjustments, net 22 (2,402,702) (2,410,668) (2,109,669)
Guarantee deposits 118,516 51,269 104,062 Accumulated other comprehensive income 28 1,009,099 455,471 886,030
Long-term financial instruments 3 22,748 18,634 19,974 Retained earnings 20 31,395,470 27.935.726 27,566,485
Resource development investments 1,164,015 - 1,022,052 34,895,288 30,908,964 30,639,466
Other long-term assets, net of allowance for 12 763,317 512,242 670,223 Non-controlling interest 2,306,133 755,350 2,024,878
doubtful accounts
Total non-current assets 40,838,810 29,677,598 35,858,118 Total equity 20 AZ 31,664,314 St
Total assets 67,945,933 50,311,748 $ 59,659,262 Total liabilities and equity 67,945,933 50,311,748 $ 59,659,262
See accompanying notes to consolidated financial statements. See accompanying notes to consolidated financial statements.
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Consolidated Statements of Income Consolidated Statements of Income, continued
|

For the years ended December 31, 2010, 2009 and 2008 For the years ended December 31, 2010, 2009 and 2008
(in millions of Korean Won and thousands of US Dollar except (in millions of Korean Won and thousands of US Dollar except
per share information) Notes 2010 2009 2008 2010 (note 2) per share information) Notes 2010 2009 2008 2010 (note 2)
Sales 31 W 60,637,860 36,855,001 41,742,636 % 53,242,480 Net income before income tax expense and net income (loss) W 5,337,686 3,739,275 6,095,639 $ 4,686,703
Cost of goods sold 31 51,560,675 31,037,425 32,562,339 45,272,347 of consolidated subsidiaries before acquisition
Gross profit 9.077.185 5.817.576 9.180.297 7.970.133 Income tax expense 26, 31 (1,112,896) (535,996) (1,733,983) (977,168)
Selling and administrative expenses 25, 31 3,338,876 1,949,414 2,006,368 2,931,667 _ _ -
Operating income 5.738.309 3.868 162 7173.929 5.038 466 D:ftolrneczgiilslifslof consolidated subsidiaries 31 7,095 (39,032) 11,522 6,230
Non-operating income
Interest and dividend income 431,623 351,553 362,309 378,983 Net income W 4,217,695 3,242,311 4350104 $ 3,703,305
Gain on foreign currency transactions 1,055,832 814,758 1,078,243 927,063
Gain on foreign currency translation 225,657 541,007 122,287 198,136 Net income attribute to controlling interest W 4,181,285 3,218,425 4,378,751 $ 3,671,337
Gain on valuation of trading securities 1,882 5.811 16,535 1,653 Net income (loss) attributable to non-controlling interest 31 W 36,410 23,886 (28.647) $ 31,968
Gain on disposal of trading securities 15,373 21,298 55,056 13,498
Gain on disposal of property, plant and equipment 30,595 82,000 14,392 26,863 Basic and diluted earnings per share 27 W 54,279 41,982 58002 $ 48
Gain on valuation of derivatives 24 94,617 51,101 346,932 83,078 lin Korean Won and US Dollar]
Gain on derivative transactions 24 438,170 77,879 41,575 384,731
Equity in earnings of equity method accounted investees 7 371,228 75,250 32,931 325,954
Gain on recovery of allowance for doubtful accounts 3,861 7,736 19,116 3,390
Reversal of stock compensation expense 23 10,436 - 55,155 9,163
Gain on disposal of other long-term assets 30,570 234,314 48,141 26,841
Others 146,918 99,686 177,204 128,999
31 2,856,762 2,362,393 2,369,876 2,508,352
Non-operating expenses
Interest expense 656,769 532,090 344,686 576,670
Other bad debt expense 27,302 11,253 23,269 23,973
Loss on disposal of trading securities 1,331 1,164 1,243 1,169
Loss on valuation of trading securities 34 21 3,870 30
Loss on foreign currency transactions 1,035,834 884,347 1,207,257 909,504
Loss on foreign currency translation 428,271 105,219 933,086 376,039
Loss on derivative transactions 422,882 67,697 103,739 371,308
Loss on valuation of derivatives 118,609 94,346 288,655 104,143
Donations 75,530 128,925 142,570 66,318
Loss on impairment of investments 52,138 285,961 120,840 45,779
Loss on disposal of property, plant and equipment 75,289 54,992 53,823 66,107
Loss on impairment of intangible assets 1,120 50,493 45,890 984
Equity in losses of equity method accounted investees 67,850 82,130 56,795 59,575
Others 294,426 192,642 122,443 258,516
31 W 3,257,385 2,491,280 3,448,166 $ 2,860,115
See accompanying notes to consolidated financial statements. See accompanying notes to consolidated financial statements.
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_______________________________________________________________________|]

For the years ended December 31, 2010, 2009 and 2008

POSCO AND SUBSIDIARIES

Consolidated Statements of Changes in Equity, continued

For the years ended December 31, 2010, 2009 and 2008

[in millions of Korean Won) Accumulated
Other Non-
Capital Capital Capital Comprehensive Retained Controlling
Stock Surplus Adjustments (Loss) Income Earnings Interest Total
Balance as of January 1, 2008 W 482,403 4,176,592 (2,727,147) 784,933 21,767,302 633,657 25,117,740
Net income - - - - 4,378,751 (28,647) 4,350,104
Effect of changes in scope - - - - - 31,518 31,518
of consolidation
Effect of changes in percentage of - 20,194 - - - - 20,194
ownership of investees
Dividends - - - - (755,037) - (755,037)
Changes in treasury stock - 121,938 213,951 - - - 335,889
Unrealized loss on available-for-sale - - - (1,276,043) - - (1,276,043)
securities, net
Changes in capital adjustments of - - - 37,575 - - 37,575
equity method accounted investees
Foreign currency - - - 438,314 - - 438,314
translation adjustments
Loss on valuation of derivatives - - - (6,765) - - (6,765)
Effect of changes in percentage of - - - - - 39,726 39,726
non-controlling interest
Others - 359 4,115 - 2,230 4,286 10,990
Balance as of December 31, 2008 W 482,403 4,319,083  (2,509,081) (21,986) 25,393,246 680,540 28,344,205
[in millions of Korean Won) Accumulated
Other Non-
Capital Capital Capital Comprehensive Retained Controlling
Stock Surplus Adjustments (Loss) Income Earnings Interest Total
Balance as of January 1, 2009 W 482,403 4,319,083  (2,509,081) (21,986) 25,393,246 680,540 28,344,205
Net income - - - - 3,218,425 23,886 3,242,311
Effect of changes in scope - - - - - 25,437 25,437
of consolidation
Effect of changes in percentage of - 9,607 - - - - 9,607
ownership of investees
Dividends - - - - (689,129) - (689,129)
Changes in treasury stock - 117,291 98,751 - - - 216,042
Unrealized loss on available-for-sale - - - 583,012 - - 583,012
securities, net
Changes in capital adjustments of - - - 10,002 - - 10,002
equity method accounted investees
Foreign currency - - - (126,357) - - (126,357)
translation adjustments
Loss on valuation of derivatives - - - 10,800 - - 10,800
Effect of changes in percentage of - - - - - 30,704 30,704
non-controlling interest
Others - 51 (338) - 13,184 (5,217) 7,680
Balance as of December 31, 2009 W 482,403 4,446,032 (2,410,668) 455,471 27,935,726 755,350 31,664,314

See accompanying notes to consolidated financial statements.
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(in millions of Korean Won) Accumulated
Other Non-
Capital Capital Capital Comprehensive Retained Controlling
Stock Surplus Adjustments Income Earnings Interest Total
Balance as of January 1, 2010 W 482,403 4,446,032 (2,410,668) 455,471 27,935,726 755,350 31,664,314
Net income = = = = 4,181,285 36,410 4,217,695
Effect of changes in scope - - - - - 1,139,505 1,139,505
of consolidation
Effect of changes in percentage of - (36,404) - - - = (36,404)
ownership of investees
Dividends - = = = (693,29¢6) = (693,29¢6)
Unrealized gain on available-for-sale - - - 544,988 - - 544,988
securities, net
Changes in capital adjustments of - - - (94,826) - - (94,826)
equity method accounted investees
Foreign currency - - - 103,466 - - 103,466
translation adjustments
Effect of changes in percentage of - - - - - 404,805 404,805
non-controlling interest
Others = 1,390 7,966 = (28,245) (29,937) (48,826)
Balance as of December 31, 2010 W 482,403 4,611,018 (2,402,702) 1,009,099 31,395,470 2,306,133 37,201,421
(in thousands of US Dollar) Accumulated
Other Non-
Capital Capital Capital Comprehensive Retained Controlling
Stock Surplus Adjustments Income Earnings Interest Total
Balance as of January 1, 2010 $ 423,569 3,903,795  (2,116,663) 399,922 24,528,691 663,228 27,802,541
Net income = = - - 3,671,336 31,969 3,703,306
Effect of changes in scope - - - - - 1,000,531 1,000,531
of consolidation
Effect of changes in percentage of = (31,964) - - = = (31,964)
ownership of investees
Dividends - = = = (608,742) = (608,742)
Unrealized gain on available-for-sale - - - 478,521 - - 478,521
securities, net
Changes in capital adjustments of - - - (83,261) - - (83,261)
equity method accounted investees
Foreign currency - - - 90,847 - - 90,847
translation adjustments
Effect of changes in percentage of - - - - - 355,435 355,435
non-controlling interest
Others = 1,220 6,994 = (24,800) (26,286) (42,871)
Balance as of December 31, 2010 $ 423,569 3,873,051  (2,109,669) 886,030 27,566,485 2,024,878 32,664,344

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows Consolidated Statements of Cash Flows, continued
|

For the years ended December 31, 2010, 2009 and 2008 For the years ended December 31, 2010, 2009 and 2008
(in millions of Korean Won and thousands of US Dollar] 2010 2009 2008 2010 (note 2) (in millions of Korean Won and thousands of US Dollar) 2010 2009 2008 2010 (note 2)
Cash flows from operating activities Cash flows from investing activities
Net income W 4,217,695 3,242,311 4,350,104 $ 3,703,305 Acquisition of trading securities W (811,419) (2,061,180) (7,058,161) % (712,458)
Adjustments to reconcile net income to net cash provided by Acquisition of short-term financial instruments (14,360,040) (11,946,832) (5,098,326) (12,608,693)
operating activities Acquisition of available-for-sale securities (703,219) (553,486) (1,357,622) (617,455)
Depreciation and amortization 2,950,883 2,552,777 2,379,291 2,590,994 Acquisition of property, plant and equipment (5,895,960) (6,406,503) (4,093,313) (5,176,890)
Accrual of severance benefits 376,970 79,186 314,156 330,995 Acquisition of intangible assets (208,895) (101,202) (131,107) (183,419)
Provision for doubtful accounts. net 87767 45.537 28,186 27 064 Acquisition of other lo.ng—term assets (821,322) (95,821) (122,700) (721,154)
' ’ ' ' ’ Short-term loans provided (326,367) (94,042) (79,876) (286,564)
Loss [galn] on derivatives transactions, net [15,288] [10,182] 62,165 [13,423] Long—term loans prowded [57540] [32'239] [285,654] [50‘523]
Loss (gain) on foreign currency translation, net 199,001 (462,724) 750,464 174,731 Payment for business acquisition, net of cash acquired (3,206,145) (80,380) (279,031) (2,815,124)
Loss on impairment of investments 52,138 285,961 120,840 45,779 Disposal of trading securities 1,169,172 2,823,359 7,008,770 1,026,580
Loss (gain) on disposal of property, plant and equipment, net 4t 694 (27,008) 39,431 39,244 Disposal of short-term financial instruments 17,240,470 7,934,977 5,045,613 15,137,826
Loss on impairment of property, plant and equipment 135,665 11,642 1,799 119,120 Disposal of availableffo.rfsalv.e S?C“”“es 316,840 201,395 26,752 278,199
) ) ) ) Disposal of long-term financial instruments 5,168 1,824 279,610 4,538
Loss on impairment of intangible assets, net 1,120 50,493 45,890 984 Disposal of interest in subsidiaries 10,412 244,785 ~ 9.142
Gain on disposal of trading securities, net (14,042) (20,134) (53,813) (12,330) Disposal of property, plant and equipment 253,178 378,978 53,773 222,300
Gain on valuation of trading securities, net (1,848) (5,790) (12,665) (1,623) Collection on short-term loans 227,309 29,655 191,251 199,587
Loss (gain) on valuation of derivatives, net 23,991 43,245 (58,277) 21,065 Others 278,431 39,783 97,252 244,475
Equity in earnings (losses) of equity method accounted (303,378) 6,880 23,864 (266,380) Net cash used in investing activities (6,889,927) (9.716,929) (5,802,769) (6,049,633)
investees, net
Jtneremployee benefis oo 6822 71070 .48 Casph ﬂowsdfrfom ﬁn; ncti ntg aCt:ities i 5,294,625 5,828,483 10,233,819 4,648,893
) ) r rom rt-term borrowin 294, ,828, ,233, ,648,
Net income [loss]. of consolidated subsidiaries before acquisition 7,095 (39,032) 11,552 6,230 Przz:dz frgm fonog—teim de[t))t owings 4,687,849 2695932 3.454 625 4116120
Stock compensation expense, net (10,436] 36,100 (55,155 (9.163) Proceeds from other long-term Liabilities 262,505 96,279 49,851 230,490
Others 90,554 (74,247) 62,816 79,507 Disposal of treasury stock - 249,124 364,753 -
3,634,530 2,479,526 3,731,614 3,191,262 Repayment of current portion of long-term debt (471,486) (763,504) (491,635) (413,983)
Changes in operating assets and liabilities Repayment of short-term borrowings (3,325,397) (5,836,058) (9,042,662) (2,919,832)
Decrease (increase) in trade accounts and notes receivable (2,254,772) 713,418 (1,538,854) (1,979,781) Repayment of long-term debt (317,502) (585,629 (369,348) (278,779)
Decrease (increase) in inventories (4,216,445) 3,344,506 (3,393,710) (3,702,208 Paym.e.n,t of cash dividends (693,296) (689,129) (755,037) (608,742)
Acquisition of treasury stock - - (36,832) -
Decrease (increase) in other accounts and notes receivable (211,512) 97,462 (222,706) (185,716) Repayment of other long-term liabilities (49.311) (60,651) (38.145) (43,297)
Decrease (increase) in accrued income 18,671 (5,092 (11,914) 16,393 Others 291,208 (72,749) (252,807) 255,690
Decrease (increase) in advance payments (271,058) 426,459 (586,601) (238,000) Net cash provided by financing activities 5,679,195 862,098 3,116,582 4,986,560
Decrease (increase) in prepaid expenses (4,732) 32,837 (11,468) (4,156)
Increase (decrease]) in trade accounts and notes payable 359,614 (296,400) 609,200 315,759 Effe_ct of exch_ange rate changes Or_] cash and cash equivalents 10,496 (40,865) 141,536 9,216
Increase in other accounts and notes payable 158,682 55,564 7,829 139,329 #g;ncchrsssssl?ncii:;:gj;taj:Sefgjsl}/daifr?; DS (28,699) 55,519 By 10
Increase (decrease] in advances received 101,883 247,127 215491 89,458 Net increase (decrease] in cash and cash equivalents 1,400,743 (291,541) 1,197,883 1,229,903
Increase (decrease) in accrued expenses 121,481 110,736 94,716 106,665
Increase (decrease) in income tax payable 363,724 (1,677,482) 1,146,204 319,364 Cash and cash equivalents
Deferred income tax, net (67,853) (23,475) (432,528) (59,577) Cash and cash equivalent at beginning of the year 2,199,170 2,490,711 1,292,828 1,930,960
Payment of severance benefits (114,020) (144,007) (125,374) (100,114) Cash and cash equivalent at end of the year (note 3) W 3,599,913 2,199,170 2,490,711 $ 3,160,868
Increase in group severance insurance deposits (140,615) (19,913) (141,807) (123,466)
Increase (decrease] in other current liabilities 223,509 (107,223) 28,816 196,250 Supplemental cash flow information for the years ended December 31 is as follows:
Others 105,783 156,500 (31,997) 92,882 (in millions of Korean Won and thousands of US Dollar) 2010 2009 2008 2010
(5,827,660) 2,911,017 (4,394,703) (5,116,922 Cash paid for interest W 537,530 487,472 319,224 $ 471,973
Net cash provided by operating activities W 2,024,565 8,632,854 3,687,015 % 1,777,645 Cash paid for income taxes 763,329 2,266,055 1,028,588 670,234
See accompanying notes to consolidated financial statements. See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
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December 31, 2010 and 2009

1. Consolidated Companies

General descriptions of POSCO, the controlling company, and its controlled subsidiaries (collectively the “Company”], which consist of 37 domestic
subsidiaries including POSCO Engineering & Construction Co., Ltd. and 76 foreign subsidiaries, whose accounts are included in the consolidated

financial statements, and 42 equity-method investees, which are excluded from the consolidation, are as follows:

The Controlling Company

POSCO, the controlling company, is the largest steel producer in Korea which was incorporated on April 1, 1968, under the Commercial Code of
the Republic of Korea, to manufacture and distribute steel rolled products and plates in the domestic and overseas markets. The shares of POSCO
have been listed on the Korea Exchange since 1988. POSCO operates two plants (Pohang mill and Gwangyang mill), one office in Korea, and eight

overseas liaison offices.

As of December 31, 2010, POSCO’s shareholders are as follows:

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

Consolidated Subsidiaries
The consolidated financial statements include the accounts of POSCO and its controlled subsidiaries. The following table sets forth certain

information with regard to consolidated subsidiaries as of December 31, 2010:

Number of Shares Percentage  Percentage of

Number of Shares Percentage of Ownership (%)

National Pension Service 4,646,245 5.33
Nippon Steel Corporation (*1) 4,394,712 5.04
SK Telecom Co., Ltd. 2,481,310 2.85
Pohang University of Science and Technology 1,955,836 2.24
Shinhan Financial Group Co., Ltd. (*2) 1,848,503 2.12
Others 71,860,229 82.42

87,186,835 100.00

[*1) American Depository Receipts (ADRs) of Nippon Steel Corporation, each of which represents a 0.25 share of POSCO's common share and has par value of W5,000 per
share.

[*2) Includes number of shares held by its subsidiaries according to the Korean Commercial Code of the Republic of Korea.

As of December 31, 2010, the shares of POSCO are listed on the Korea Exchange, while its depository receipts are listed on the New York, London

and Tokyo Stock Exchanges.
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Number of of Ownership of
Primary Outstanding Ownership Subsidiaries
Subsidiaries Business Shares  P0OSCO Subsidiaries Total (%) (%) Location
Domestic
POSCO E&C Engineering and 36,723,000 32,876,418 - 32,876,418 89.53 - Pohang
Co., Ltd. construction
POSCO P&S Steel sales and 18,000,000 17,155,000 - 17,155,000 95.31 - Seoul
Co., Ltd. (formerly, service
Posteel Co., Ltd.)
POSCO Coated & Coated steel 6,000,000 3,412,000 - 3,412,000 56.87 - Pohang
Color Steel manufacturing
Co., Ltd.
POSCO Plant Steel work 2,700,000 2,700,000 - 2,700,000 100.00 - Pohang
Engineering maintenance
Co., Ltd. and machinery
installation
POSCO ICT Computer 137,034,729 99,403,282 - 99,403,282 72.54 - Sungnam
Co., Ltd. hardware
and software
distribution
POSCO Research Economic 3,800,000 3,800,000 - 3,800,000 100.00 - Seoul
Institute research
and consulting
Seung Kwang Athletic facilities 3,945,000 2,737,000 1,208,000 3,945,000 100.00 POSCO E&C Suncheon
Co., Ltd. operation (30.62)
POSCO A&C Architecture and 340,000 340,000 - 340,000 100.00 - Seoul
Co., Ltd. consulting
(formerly POSCO
Architecs
Consultants
Co., Ltd.)
POSCO Specialty Specialty steel 26,000,000 26,000,000 - 26,000,000 100.00 - Changwon
Steel Co., Ltd. manufacturing
POSTECH Venture  Investment in 6,000,000 5,700,000 - 5,700,000 95.00 - Pohang
Capital Corp. venture
companies
eNtoB Corporation  Electronic 3,200,000 1,030,000 966,300 1,996,300 62.38 POSCO E&C and Seoul
(*1) commerce others (30.19)
POSCO Chemtec Refractories 5,907,000 3,544,200 - 3,544,200 60.00 - Pohang
Company Ltd. manufacturing
(formerly, POSCO and sellings
Refractories
& Environment
Co., Ltd.)
POSCO Terminal Transporting and 5,000,000 2,550,000 - 2,550,000 51.00 - Gwangyang
Co., Ltd. warehousing
1M1 ONE STEP CLOSER
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December 31, 2010 and 2009

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

Percentage | Percentage of
Number of Number of Shares of Ownership of
Primary Outstanding . Ownership Subsidiaries
Subsidiaries Business Shares| POSCO Subsidiaries Total (%) (%) Location
Domestic
Metapolis Co., Ltd.  Construction 10,560,000 - 4,229,280 4,229,280 40.05 POSCO E&C Seoul
(40.05)
POSMATE Co., Ltd.  Facilities 714,286 214,286 - 214,286 30.00 - Seoul
(*2) management
POSCO M-TECH Packing materials 4,164,000 2,034,246 - 2,034,246 48.85 - Pohang
Co., Ltd. (formerly, manufacturing
Samjung Packing &
Aluminum Co., Ltd.)
POSCO Power Corp. Generation of 46,666,667 40,000,000 - 40,000,000 85.71 - Seoul
electricity
Postech 2006 Investment in new 570 - 126 126 22.11  POSCO Power Seoul
Energy Fund (*2) technology (11.58)
POSTECH
Venture Capital
(10.53)
PHP Co., Ltd. Rental houses 400,000 - 400,000 400,000 100.00 POSCO E&C Incheon
construction and (100.00)
managemet
POSCO TMC Components 5,937,607 2,030,456 1,992,647 4,023,103 67.76 POSCO P&S Cheonan
Co., Ltd.[formerly,  manufacturing (33.56)
POSCORE and sales
Co., Ltd.)
PNR Co., Ltd. Steel by-products 7,810,980 5,467,686 - 5,467,686 70.00 - Pohang
processing
and sales
Megaasset Real estate rental 2,000,000 - 2,000,000 2,000,000 100.00 POSCO E&C Cheonan
Co., Ltd. and sales (100.00)
Daewoo Construction and 5,000,000 - 4,612,947 4,612,947 92.26 POSCO P&S Sungnam
Engineering engineering (92.2¢)
Company service
POSCO Fuel Cell Generation of 800,000 - 800,000 800,000 100.00 POSCO Power Pohang
Co., Ltd. electricity (75.00)
POSCO E&C
(25.00)
POSCO AST Production of 4,468,000 4,468,000 - 4,468,000 100.00 - Ansan
Co., Ltd. diverse stainless
steel
DaiMyung TMS Cold- rolling of 250,080 - 250,080 250,080 100.00 POSCO AST Siheung
Co., Ltd. stainless steel, (100.00)
nickel alloy
POS-HiMetal Ferromanganese 10,000,000 6,500,000 - 6,500,000 65.00 - Gwangyang
Co., Ltd. manufacturing
POSCO E&E Generation of 3,480,000 3,480,000 - 3,480,000 100.00 - Seoul
Co., Ltd. electricity
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Percentage  Percentage of
Number of Number of Shares of Ownership of
Primary Outstanding Ownership Subsidiaries
Subsidiaries Business Shares POSCO Subsidiaries Total (%) (%) Location
Domestic
Gwangyang SPFC Steel 2,000,000 - 2,000,000 2,000,000 100.00 POSCO P&S  Gwangyang
Co., Ltd. (*1) manufacturing (100.00)
9Digit Co., Ltd. (*1)  Rare metals and 3,620,000 - 3,131,000 3,131,000 86.49  Samjung P&A Incheon
special metals (86.49)
manufacturing
Sungjin Geotec Industrial 39,880,120 12,345,110 4,848,400 17,193,510 43.11 POSCO E&C Ulsan
Co., Ltd. (*1) machinery (12.16)
manufacturing
Postech Early Stage Financial 2,000,000 - 200,000 200,000 10.00 POSTECH Pohang
Fund (*1,2) investment Venture
Capital Corp.
(10.00)
POSCO Family Financial 28,600,000 20,000,000 8,600,000 28,600,000 100.00 POSCO E&C and Pohang
Strategy Fund (*1)  investment others (30.07)
Daewoo Trading, Energy 101,054,636 68,681,566 - 68,681,566 67.96 - Seoul
International & resource
Corporation (*1) development
POSCO LED LED lightning 6,000,000 1,000,000 3,800,000 4,800,000 80.00 POSCO ICT Sungnam
Co., Ltd. (*1) (63.33)
POSCO NST Steel 1,885,000 1,885,000 - 1,885,000 100.00 - Busan
Co., Ltd. (*1) manufacturing
Pohang SRDC Steel 2,984,272 - 1,521,979 1,521,979 51.00 POSCO P&S Pohang
Co., Ltd. (*1) manufacturing (51.00)
Foreign
POSCO America Steel trading 376,593 374,532 2,061 376,593 100.00 POSCAN USA
Corporation (0.55)
(POSAM]
POSCO Australia Steel sellings 761,775 761,775 - 761,775 100.00 - Australia
Pty. Ltd. (POSA] and mine
development
POSCO Canada Coal trading 1,099,885 - 1,099,885 1,099,885 100.00 POSCO P&S Canada
Ltd. (POSCAN]) (100.00)
POSCAN Elkview Mine development 304,061 - 304,061 304,061 100.00 POSCAN Canada
Coal Ltd. (100.00)
POSCO Asia Steel 9,360,000 9,360,000 - 9,360,000 100.00 - China
Co., Ltd. (POA) intermediate
trading
VSC POSCO Steel  Steel - - - - 50.00  POSCOP&S  Vietnam
Corporation (*3) manufacturing (5.00)
POSCO Specialty
Steel (10.00)
Dalian POSCO-CFM Coated steel - - - - 85.00 POSCO P&S China
Coated Steel Co., manufacturing (15.00)
Ltd. (*3) POSCO-China
(40.00)
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POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

Percentage | Percentage of
Number of Number of Shares of Ownership of
Primary Outstanding Ownership Subsidiaries
Subsidiaries Business Shares  P0OSCO Subsidiaries Total (%) (%) Location
Foreign
POSCO-CTPC Co., Steel service - - - - 100.00 POSCO P&S China
Ltd. (*3) center (43.40)
POSCO-JKPC Co., Steel service 9,800 - 9,310 9,310 95.00 POSCO-Japan Japan
Ltd. center (95.00)
International Real estate - - - - 60.00 POSCO E&C Vietnam
Business Center rental (60.00)
Corporation (*3)
POSCO E&C Steel structure - - - - 100.00 POSCO E&C Vietnam
Vietnam Co., Ltd. fabrication and (85.71)
(formerly, sales POSCO P&S
POSLILAMA E&C (14.29)
Co., Ltd.) (*3)
Zhangjiagang Stainless steel - - - - 82.48  POSCO-China China
Pohang manufacturing (23.88)
Stainless Steel
Co., Ltd. (*3)
Guangdong Pohang  Coated steel - - - - 95.46  POSCO-China China
Coated Steel Co., manufacturing (6.11)
Ltd. (*3)
POSCO (Thailand) Steel service 14,857,921 12,721,734 2,136,187 14,857,921 100.00 POSCO P&S Thailand
Co., Ltd. center (14.38)
Myanmar-POSCO Specialty steel 19,200 13,440 - 13,440 70.00 - Myanmar
Steel Co., Ltd. manufacturing
and sales
POSCO-JOPC Co., Steel processing 4,900 - 2,785 2,785 56.84  POSCO-Japan Japan
Ltd. and sellings (56.84)
POSCO Investment  Finance 5,000,000 5,000,000 - 5,000,000 100.00 - China
Co., Ltd.
POSCO-MKPC SDN.  Steel service 56,550,200 25,269,900 14,315,238 39,585,138 70.00 POSCO P&S Malaysia
BHD. center (25.31)
Qingdao Pohang Stainless steel - - - - 100.00 Zhangjiagang China
Stainless Steel manufacturing Pohang
Co., Ltd. (*3) Stainless Steel
(20.00)
POSCO-China
(10.00)
POSCO (Suzhou) Steel service - - - - 100.00 POSCO-China China
Automotive center (10.00)
Processing
Center Co., Ltd. (*3)
POSCO Bio Investment in bio - - - - 100.00 POSAM USA
Ventures L.P. (*1,3)  tech ventures (100.00)
POSEC-Hawaii Inc Construction 24,400 - 24,400 24,400 - POSCO E&C USA
and sales (100.00)
P0OS-Qingdao Coil Steel service - - - - 100.00 POSCO P&S China
Center Co., Ltd. (*3] center (100.00)
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Percentage  Percentage of
Number of Number of Shares of Ownership of
Primary Outstanding Ownership Subsidiaries
Subsidiaries Business Shares POSCO Subsidiaries Total (%) (%) Location
Foreign
POS-0re Pty. Ltd. Iron ore mining 17,500,001 - 17,500,001 17,500,001 100.00 POSA Australia
and trading (100.00)
POSCO-China Holding company - - - - 100.00 - China
Holding Corp. (*3)
POSCO-Japan Co., Steel trading 90,438 90,438 - 90,438 100.00 - Japan
Ltd.
POS-CD Pty. Ltd. Coal trading 12,550,000 - 12,550,000 12,550,000 100.00  POSA (100.00) Australia
POS-GC Pty. Ltd. Coal trading 11,050,000 - 11,050,000 11,050,000 100.00  POSA (100.00) Australia
POSCO-India Steel 450,000,000 450,000,000 - 450,000,000 100.00 - India
Private Ltd. manufacturing
POS-India Pune Steel service 115,057,046 74,787,080 - 74,787,080 65.00 - India
Steel Processing center
Centre Pvt. Ltd.
POSCO-JNPC Steel service 99,000 - 89,100 89,100 90.00 POSCO-Japan Japan
Co., Ltd. center (90.00)
POSCO-Foshan Steel service - - - - 100.00 POA (24.20) China
Steel center POSCO-China
Processing Center (36.20)
Co., Ltd. (*3)
POSCO E&C Construction and - - - - 100.00 POSCO E&C China
(Beijing) engineering (100.00)
Co., Ltd. (*3)
POS-MPC S.A. de Steel service - - - - 90.00 POSAM Mexico
C.V. (*3) center (61.00)
Daewoo
International
(29.00)
Zhangjigang Harbor loading - - - - 100.00 ZPSS (75.00) China
Pohang & unloading POSCO-China
Port Co., Ltd. (*3) (25.00)
Qingdao Pos-metal Distribution - - - - 100.00 POA China
Co., Ltd. (*1,3) center (100.00)
POSCO-Vietnam Cold-rolled steel - - - - 85.00 - Vietnam
Co., Ltd. (*3) manufacturing
and sales
POSCO-Mexico Cold-rolled steel 1,541,191,740 1,304,955,672 236,236,068 1,541,191,740 100.00 POSCAN Mexico
Co., Ltd. manufacturing (15.33)
and sales
POSCO- India Delhi Steel service 55,673,970 42,532,980 - 42,532,980 76.40 - India
Steel Processing center
Centre Pvt. Ltd.
POSCO-Poland Steel service 100,000 60,000 - 60,000 60.00 - Poland
Wroclaw Steel center
Processing Center
Co., Ltd. (*1)
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December 31, 2010 and 2009 December 31, 2010 and 2009

Number of Number of Shares Percentagot; P;vz(lzweer:'tsahgis 2: Number of Number of Shares Percentag; P;v:;ir:'t:hgi; g;
Primary Outstanding Ownership Subsidiaries Primary Outstanding Ownership Subsidiaries
Subsidiaries Business Shares  P0OSCO Subsidiaries Total (%) (%) Location Subsidiaries Business Shares POSCO Subsidiaries Total (%) (%) Location
Foreign Foreign
POS-NP Pty. Ltd. Coal trading 35,000,000 - 35,000,000 35,000,000 100.00  POSA (100.00) Australia POSCO Vietnam Steel service - - - - 70.00 - Vietnam
POSCO-Vietnam  Steel service - - - - 86.86 - Vietnam E'a Noi Processing  center
Processing Center  center Centﬁrd (¥1.3)
Co., Ltd. (*3) o., Ltd. ,
POSCO (Chongging) Steel service - - - - 10000  POSCO-China China POSCO [Liaoning)  Steel service ) ) ) ) 100.00 POSCO-China China
; Automotive center (10.00)
Automotive center (10.00) .
. Processing Center
Processing Center Ltd
CO., Ltd [*3] [*1 3]
suzhou POS-CORE  Components - - - - 100.00 POSCOP&S China POSCO-Indonesia ~ Steel service 12,521,722 8,139,119 2504344 10,643,463 85.00 Daewoo  Indonesia
Technology manufacturing (15.15) :
Jakarta center International
Co., Ltd. (*3) and sales POA (15.15) Processing Center (20.00)
POSCO TMC BT (*1) e ' :
(69.70)
POSCO-JYPC Steel service 99,000 . 81,550 81,550 82.37 POSCO-Japan Japan Dol Chine batian Steet service ) ) ) ) 70.00 Poscol-;:ohbnoei China
Co., Ltd. center (82.37) ate Processing center '
' : Center Ltd. (¥1,3)
POSCO—Mala*ysua Steel service 123,000,000 98,486,000 16,414,000 114,900,000 93.41 Dagwoo Malaysia POSCO-NCR Coal Coal trading B B B B 100.00 POSCAN Canada
SDN. BHD. (*4) center International Ltd. (*1.3) (100.00)
(13.34) o '
POS-Minerals Mine development 100 ) 100 100 100.00 POSCAN USA P*OSCO WA Pty. Ltd. Iron ore mining 188,752,130 188,752,130 - 188,752,130 100.00 - Australia
. . (*1) and trading
Corporation and operation (85.00)
Samjung P&A Daewoo Trading 555,000 - 555,000 555,000 100.00 Daewoo USA
(15.00) International International
H *
POSCO Wuhul  Steel service - ; - ; 100.00  POSCO-China China America Corp. (*1] (100.00]
Automotive center (31.43) Daewoo Trading - - - - 100.00 Daewoo Germany
Processing Center International International
Co., Ltd. (*3) Deutschland GmbH (100.00)
POSCO-Philippine  Steel service - - - - 100.00 POSCO P&S  Philippines (*1.3)
Manila Processing  center (100.00) Daewoo Trading 9,600 - 9,600 9,600 100.00 Daewoo Japan
Center Inc. (*3) International Japan International
) o ) : Corp. (*1) (100.00)
POSCO Mexico East Distribution 117,627,000 - 77,963,180 77,963,180 66.28 POSCO-Mexico Mexico
Steel Distribution  center (66.28) Daewoo Trading - - - - 100.00 Daewoo  Singapore
Center Co., Ltd. (*1) International International
POSCO VST Stainless cold - - - - 92.97 - Vietnam [Sj?%?pore re b (100.00)
Co., Ltd. (*3) steel '
manufacturing Daewoo ltalia S.r.l.  Trading 2,040,000 - 2,040,000 2,040,000 100.00 Daewoo Italy
. -
POSCO Steel service 1455308 1,455,308 1,455,308 100.00 - India 1) International
(100.00)
Maharashtra Steel  center
Pvt. Ltd. (*1) Daewoo Cement Cement - - - - 100.00 Daewoo China
POSCO India Steel service 58,209,443 58,209,443 - 58,209,443 100.00 - India (Shandong) manufacturing Internationat
. Co., Ltd. (*1,3) (100.00)
Chennai Steel center
Processing Daewoo (China) Holding company - - - - 100.00 Daewoo China
Centre Pvt. Ltd. (*1) Co., Ltd. (*1,3) International
POSCO Turkey Steel service 242,444 242,644 - 242,644 100.00 - Turkey (100.00)
Nilufer center PT. RISMAR Clothes 40,000 - 40,000 40,000 100.00 Daewoo Indonesia
Processing Center Daewoo manufacturing International
Co., Ltd. (*1) Apparel (*1) and sales (100.00)

ANNUAL REPORT 2010 116 117 ONE STEP CLOSER



POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

Percentage | Percentage of
Number of Number of Shares of Ownership of
Primary Outstanding Ownership Subsidiaries
Subsidiaries Business Shares POSCO Subsidiaries Total (%) (%) Location
Foreign
Daewoo Textile Spinning and - - - - 100.00 Daewoo  Uzbekistan
Fergana LLC (*1,3)  weaving International
(100.00)
Daewoo Textile Spinning and - - - - 100.00 Daewoo  Uzbekistan
Bukhara LLC (*1,3]  weaving International
(100.00)
Daewoo Energy & 111,480,911 - 111,480,911 111,480,911 100.00 Daewoo Australia
International Resource International
Australia Holdings  development (100.00)
Pty. Ltd. (*1)
Daewoo Paper Paper - - - - 66.50 Daewoo China
Manufacturing manufacturing International
Co. Ltd. (*1,3) (33.80)
Daewoo-China
(32.70)
POSCO Mauritius Iron ore mining - - - - 100.00 POSA Mauritius
Ltd. (*1,3) and trading (100.00)
POSCO Steel service - - - - 100.00 ZPSS China
(Zhangjiagang) center (100.00)
Stainless Steel
Processing
Center Co., Ltd.
(*1,3)
DAEWOO INT'L Trading 53,078 - 53,078 53,078 100.00 Daewoo Mexico
MEXICO International
S.A.de C.V. (*1) (100.00)
Xenesys Inc. (*1) Steel service 1,301,731 385,000 278,000 663,000 50.93  POSCO-Japan Japan
center (21.36)

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31,

Summary of financial information of consolidated subsidiaries as of and for the year ended December 31, 2010 is as follows:

2010 and 2009

Summary of Financial Information

(in millions of Korean Won) (*)

[*1) These subsidiaries are newly included in the consolidation.

[*2) These subsidiaries are included in the consolidated financial statements as the controlling company has control over them in consideration of board of directors’

composition and other factors.

[*3) No shares have been issued in accordance with the local laws and regulations.
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Total Net Income
Subsidiaries Total Assets Liabilities Net Assets Sales (Loss)
Domestic
POSCO E&C Co., Ltd. 5,187,914 2,659,275 2,528,639 6,237,953 162,939
POSCO P&S Co., Ltd. 938,696 393,285 545,411 2,062,495 66,841
(formerly, Posteel Co., Ltd.)
POSCO Coated Steel Co., Ltd. 503,328 248,265 255,063 1,001,774 4,936
POSCO Plant Engineering Co., Ltd. 191,891 102,890 89,001 439,529 12,356
POSCO ICT Co., Ltd. 628,421 379,214 249,207 840,995 17,501
POSCO Research Institute 27,503 3,615 23,888 23,207 278
Seung Kwang Co., Ltd. 79,903 34,269 45,634 15,567 2,609
POSCO A&C Co., Ltd. 87,968 41,164 46,804 127,835 4,611
(formerly, POSCO Architects & Consultants Co., Ltd.)
POSCO Specialty Steel Co., Ltd. 1,267,956 527,844 740,112 1,543,122 117,005
POSTECH Venture Capital Corp. 36,557 863 35,694 - 128
eNtoB Corporation 66,043 36,745 29,298 603,640 2,504
POSCO Chemtech Company Ltd. 355,865 120,930 234,935 756,053 56,083
(formerly, POSCO Refractories& Environment Co., Ltd.)
POSCO Terminal Co., Ltd. 68,508 8,516 59,992 78,478 14,434
Metapolis Co., Ltd. 626,152 518,914 107,238 170,682 (10,806)
POSMATE Co., Ltd. 93,889 23,690 70,199 98,503 28,194
POSCO M-TECH Co., Ltd. 291,438 137,164 154,274 524,625 7,949
(formerly, Samjung Packing & Aluminum Co., Ltd.)
POSCO Power Corp. 2,546,306 1,705,246 841,060 881,671 42,503
Postech 2006 Energy Fund 26,274 324 25,950 - (964)
PHP Co., Ltd. 593,758 614,337 (20,579) 1,825 (14,801)
POSCO TMC Co., Ltd. 140,657 53,952 86,705 189,686 7,512
(formerly, POSCORE Co., Ltd.)
PNR Co., Ltd. 170,059 151,142 18,917 27,281 (17,973)
Megaasset Co., Ltd. 67,826 58,885 8,941 100,865 4,580
Daewoo Engineering Company 354,797 199,066 155,731 750,599 40,012
POSCO FuelCell Co. Ltd. 13,091 9,337 3,754 4,049 (276)
POSCO AST Co., Ltd. 236,570 132,041 104,529 330,425 7,179
DaiMyung TMS Co., Ltd. 21,692 43,090 (21,398) 15,985 (4,057)
POS-HiMetal Co., Ltd. 85,738 43,296 42,442 - (6,389)
POSCO E&E Co., Ltd. 17,787 69 17,718 - 416
Gwangyang SPFC Co., Ltd. 10,065 13 10,052 - 52
9digit Co., Ltd. 17,545 10,508 7,037 19,145 1,396
Sungjin Geotec Co., Ltd. 586,335 434,595 151,740 370,625 (11,843)
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Notes to Consolidated Financial Statements, continued Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009 December 31, 2010 and 2009
Summary of Financial Information Summary of Financial Information
(in millions of Korean Won) (*) (in millions of Korean Won) (*)
Total Net Income Total Net Income
Subsidiaries Total Assets Liabilities Net Assets Sales (Loss) Subsidiaries Total Assets Liabilities Net Assets Sales (Loss)
Domestic Foreign

Postech Early Stage Fund 10,000 - 10,000 - - POS-CD Pty. Ltd. 69,703 66,119 3,584 15,214 (2,102)
POSCO Family Strategy Fund 28,538 - 28,538 - (62) POS-GC Pty. Ltd. 34,031 9,698 24,333 12,476 (488)
Daewoo International Corporation 4,791,018 3,207,025 1,583,993 15,672,004 122,017 POSCO-JNPC Co., Ltd. 153,189 138,864 14,325 179,031 2,499
POSCO LED Co., Ltd. 28,591 325 28,266 138 (1,734) POS-India Private Ltd. 92,856 181 92,684 - (21,612)
POSCO NST Co., Ltd. 94,543 56,674 37,869 33,164 169 POSCO-Foshan Steel Processing Center Co., Ltd. 129,474 88,799 40,675 518,268 6,229
Pohang SRDC Co., Ltd. 14,921 - 14,921 - - POSCO E&C (Beijing) Co., Ltd. 76,377 53,679 22,698 118,167 1,403
POS-MPC S.A. de C.V. 178,641 160,551 18,090 240,277 (2,161)
Foreign Zhangjigang Pohang Port Co., Ltd. 26,905 12,502 14,403 5,200 (789)
POSCO America Corporation 260,418 139,360 121,058 288,907 (23,596) Qingdao Pos-metal Co., Ltd. 7,092 5,019 2,073 73,408 114
POSCO Australia Pty. Ltd. 1,195,886 515,913 679,973 106,475 47,552 POSCO-Vietnam Co., Ltd. 753,100 619.297 133,803 813,637 (66,251)
POSCO Canada Ltd. 424,570 96,062 328,508 170,421 56,029 POSCO-Mexico Co., Ltd. 441,014 346,865 94,149 302,595 (24,970)
POSCAN Elkview Coal Ltd. 66,913 2,130 64,783 B 9,085 POSCO-India Delhi Steel Processing Centre Pvt. Ltd. 92,826 70,928 21,898 113,056 8,919
POSCO Asia Co., Ltd. 515.340 481,379 33,961 2,335,842 3,064 POSCO-Poland Wroclaw Steel Processing Center Co., Ltd. 48,413 33,788 14,625 53,941 717
VSC POSCO Steel Corporation 54,899 35,880 19,019 189,354 5,445 POS-NP Pty. Ltd. 57.687 13,301 44,386 45,032 5,438
Dalian POSCO - CFM Coated Steel Co., Ltd. 155,703 155,589 14 68,149 (4,932) POSCO-Vietnam Processing Center Co., Ltd. 58,283 36,039 22,244 85,698 4,419
POSCO-CTPC Co., Ltd. 77 281 47.763 29,518 149,810 2,398 POSCO (Chongging) Automotive Processing Center Co, Ltd. 73,258 62,378 10,880 84,385 473
POSCO-JKPC Co., Ltd. 86,912 70,353 16,559 75,831 2,385 Suzhou POS-CORE Technology Co., Ltd. 56,772 32,854 23,918 89,248 1,593
International Business Center Corporation 95,860 55,905 39,955 28,354 13,560 POSCO-JYPC Co., Ltd. 56,347 53,870 2,477 74,565 (1.222)
POSCO E&C Vietnam Co., Ltd. 53,600 72,731 (19,131) 72,865 3,688 POSCO-Malaysia SDN. BHD. 78,028 78,170 (142] 125,209 (5,954)
(formerly, POSLILAMA E&C Co., Ltd.) P0OS-Minerals Corporation 113,105 - 113,105 - (1,188)
Zhangjiagang Pohang Stainless Steel Co., Ltd. 1,471,851 838,301 633,550 2,461,020 54,301 POSCO (Wuhu) Automotive Processing Center Co., Ltd. 85,772 63,854 21,918 124,687 2,872
Guangdong Pohang Coated Steel Co., Ltd. 183,036 79,330 103,706 250,722 25,547 POSCO-Philippine Manila Processing Center Inc. 25,448 15,888 9,560 37,558 1,462
POSCO (Thailand) Co., Ltd. 163,287 118,332 44,955 224,630 10,117 POSCO Mexico East Steel Distribution Center Co., Ltd. 13,872 2,370 11,502 5,547 696
Myanmar-POSCO Steel Co., Ltd. 21,556 10,245 11,311 24,127 3,481 POSCO VST Co., Ltd. 195,191 131,450 63,741 210,656 (8,333)
POSCO-JOPC Co., Ltd. 71,955 68,233 3,722 76,947 766 POSCO Maharashtra Steel Pvt. Ltd. 159,681 79,556 80,125 - (867)
POSCO Investment Co., Ltd. 680,589 587,339 93,250 - 6,566 POSCO India Chennai Steel Processing Centre Pvt. Ltd. 78,906 64,492 14,414 52,228 73
POSCO-MKPC SDN. BHD. 116,837 69,179 47,658 135,852 3,395 POSCO Turkey Nilufer Processing Center Co., Ltd. 37,307 21,919 15,388 3,032 (2,228)
Qingdao Pohang Stainless Steel Co., Ltd. 242,342 124,372 117,970 542,446 7,906 POSCO Vietnam Ha Noi Processing Center Co., Ltd. 42,885 36,710 6,175 39,675 (836)
POSCO (Suzhou) Automotive Processing Center Co., Ltd. 219,427 149,199 70,228 352,367 13,688 POSCO (Liaoning) Automotive Processing Center Ltd. 75,631 56,670 18,961 45,933 1,416
POSCO Bio Ventures L.P. 20,553 72 20,481 - (10,536) POSCO-Indonesia Jakarta Processing Center, PT 34,309 27,026 7,283 42,882 1,023
POSEC-Hawaii Inc. 1,331 509 822 - (693) POSCO China Dalian Plate Processing Center Ltd. 55,692 17,056 38,636 - (3,631)
P0S-Qingdao Coil Center Co., Ltd. 60,395 45,576 14,819 149,653 1,058 POSCO-NCR Coal Ltd. 25,063 - 25,063 - -
POS-0Ore Pty. Ltd. 105,583 14,579 91,004 118,687 55,028 POSCO WA Pty. Ltd. 212,080 808 211,272 - (13,096)
POSCO-China Holding Corp. 302,623 55,538 247,085 148,503 14,510 Daewoo International America Corp. 224,042 187,747 36,295 675,675 729
POSCO-Japan Co., Ltd. 794,459 675,363 119,096 1,490,633 10,719 Daewoo International Deutschland GmbH 111,227 101,437 9,790 495,921 183
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December 31, 2010 and 2009 December 31, 2010 and 2009

Summary of Financial Information Significant Changes in Scope of Consolidation

(in millions of Korean Won] (*)

Subsidiaries Total Assets Liabi-lri?it:; Net Assets Sales Net Ir}izr:se] (a) On September 20, 2010, POSCO acquired 68.15% of the capital shares of Daewoo International Corporation in order to enhance its
competitiveness through securing the export capability and to create the synergy effect between POSCO and its subsidiaries. Based on the
Foreign resolution of the Board of Directors on April 23, 2010, POSCO signed a share purchase agreement with Daewoo International Corporation’s
Daewoo International Japan Corp. 157.213 150,178 7,035 623.297 168 shareholders including Korea Asset Management Corporation on August 30, 2010, and obtained an approval from the Fair Trade Commission
Daewoo International Singapore Pte. Ltd. 86,642 82,455 4,187 1,017,681 576 Republic of Korea for business acquisition on September 13, 2010. The results of operations of Daewoo International Corporation for the year
Daewoo ltalia S.r.L. 99 538 95.826 3,712 223,452 258 ended December 31, 2010 are consolidated in their entirety into in each line items of consolidated statement of income as if the acquisition has
Daewoo Cement (Shandong) Co., Ltd. 350,754 245,252 105,502 97.965 (2,633 occurred on January 1, 2010 and the pre-acquisition net earnings are deducted in determining our consolidated net income. Therefore,
Daewoo (China) Co., Ltd. 42,931 6,425 36,506 3,205 (17.448) comparability with POSCO’s consolidated financial statements for prior years is impacted accordingly.
PT. RISMAR Daewoo Apparel 15,757 17,416 (1,659) 59,168 (2,830)
Daewoo Textile Fergana LLC 106,719 95,542 11,177 122,998 17,086
Daewoo Textile Bukhara LLC 68,807 50,311 18,496 44,322 1364 [b] Business information of the investee company:
Daewoo International Australia Holdings Pty. Ltd. 132,221 4,947 127,274 379 (995) Investee Business Information
Daewoo Paper Manufacturing Co., Ltd. 79,383 69,917 9,466 93,284 (22,118)
POSCO Mauritius Lid. 21,548 B 21,548 . B Daewoo International Corporation Export and import trade, brokerage, drawing, retail, resource development, distribution and others
POSCO (Zhangjiagang) 11,841 1 11,730 - -
Stainless Steel Processing Center Co., Ltd.
DAEWOO INT'L MEXICO S.A. de C.V. 50,298 46,319 3,979 152,650 983
Xenesys Inc. 18,333 2,653 15,680 935 (3,624) Changes in the related goodwill for the year ended December 31, 2010 are as follows:
(*] Total assets, total liabilities and net assets of POSCO’s foreign subsidiaries are translated at the exchange rate at the end of the reporting period, and sales and net (In millions of won) Beginning Balance Acquisition Amortization Ending Balance

income (loss] are translated at the average exchange rate of the reporting period.

Goodwill (*] W = W 1,159,977 W (14,500) W 1,145,477

(*) Goodwill is calculated as the excess of the acquisition cost of an investment over the Company's share of the fair value of the identifiable net assets acquired and is
amortized using the straight-line method over 20 years.
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December 31, 2010 and 2009

(c) The summary of historical financial statements of the investee as of September 30, 2010 which is the acquisition date for business combination

and as of and for the year ended December 31, 2009 are as follows:

1) Summarized statements of financial position

(In millions of Korean Won)

September 30, 2010 (*)

December 31, 2009

Current assets W 2,289,376 1,757,421
Non-current assets 2,331,577 2,127,755
Total assets 4,620,953 3,885,176
Current liabilities 2,369,955 1,449,598
Non-current liabilities 782,773 1,045,847
Total liabilities 3,152,728 2,495,445
Total shareholders’ equity 1,468,225 1,389,731
Total liabilities and shareholders’ equity W 4,620,953 3,885,176

(*] This financial information was not audited.

2) Summarized statements of income

(In millions of Korean Won)

For the Nine-Month Period Ended
September 30, 2010 (*)

For the Year Ended
December 31, 2009

Sales W 11,577,047 11,147,952
Cost of goods sold 10,919,446 10,390,672
Gross profit 657,601 757,280
Selling and administrative expenses 516,560 585,943
Operating profit 141,041 171,337
Non-operating income, net (80,451) 7,521
Income before income taxes 60,590 178,858
Income tax expense 37,271 54,244
Net income W 23,319 124,614

(*] This financial information was not audited.
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Equity-Method Investees

The following table sets forth certain information with regard to equity-method investees as of December 31, 2010:

December 31, 2010 and 2009

Percentage  Percentage of
Number of Number of Shares of Ownership of
Outstanding Ownership Subsidiaries
Investees Primary Business Shares POSCO Subsidiaries Total %) (%) Location
Domestic
MIDAS Information Engineering 3,402,000 - 866,190 866,190 25.46 POSCO E&C Seoul
Technology Co., Ltd. (25.46)
Songdo New City Real estate 4,456,000 - 1,332,344 1,332,344 29.90 POSCO E&C Seoul
Development Inc. (29.90])
Gail International Real estate 285,304 - 85,306 85,306 29.90 POSCO E&C Seoul
Korea Ltd. (29.90)
SNNC Co., Ltd. Material 37,000,000 18,130,000 - 18,130,000 49.00 POSCO E&C Gwangyang
(*1) manufacturing (29.90)
Chungju Construction 8,000,000 - 2,008,000 2,008,000 25.10 POSCO E&C Chungju
Enterprise City (22.00)
POSCO ICT
(3.10)
Taegisan Wind Wind power plant 5,000,000 - 2,500,000 2,500,000 50.00 POSCO E&C Hoeng-
Power construction and (50.00) seong
Corporation (*1) management
KOREASOLARPARK Solar power plant 2,000,000 - 900,000 900,000 37.50 POSCO E&C Youngam
Co., Ltd. (*1) construction and (37.50)
management
Cheongna Multiplex 6,200,000 - 1,151,960 1,151,960 18.58 POSCO E&C Incheon
International development (18.58)
Business Town
Co., Ltd. (*2)
Garolim Tidal Power Generation of 7,230,000 - 2,322,999 2,322,999 32.13 POSCO E&C Seosan
Plant Co., Ltd. (*1]  electricity (32.13)
POSCO E&C Songdo Non-resident 200,000 - 98,000 98,000 49.00 POSCO E&C Seoul
International building lease (49.00)
Building (*1)
Universal Studio Construction 2,663,223 - 582,580 582,580 21.87 POSCO E&C Seoul
Resort (16.24)
Development POSCO ICT
Co., Ltd. (5.63)
Kyobo life Life insurance 20,500,000 - 4,920,000 4,920,000 24.00 Daewoo Seoul
insurance Co., Ltd. International
Corporation
(24.00)
Dongbang Steel processing 2,303,746 825,288 - 825,288 35.82 - Pohang
Special Steel
Co., Ltd. (*1)
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Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

Percentage | Percentage of
Number of Number of Shares of Ownership of
Outstanding Ownership Subsidiaries
Investees Primary Business Shares POSCO Subsidiaries Total (%) (%) Location
Foreign
KOBRASCO (*1) Facilities lease  4,021,438,370 2,010,719,185 - 2,010,719,185 50.00 - Brazil
USS-POSCO Steel processing - - - - 50.00 POSAM (50.00) USA
Industries (UPI)
(*1,3)
Poschrome Material 86,700 43,350 - 43,350 50.00 - Republic
(Proprietary) manufacturing of South
Limited (*1) Africa
POS-Hyundai Steel Steel processing 23,455,600 2,345,558 4,573,842 6,919,400 29.50 POSCO P&S India
Manufacturing India (19.50)
Private Limited
POSVINA Co., Ltd.  Steel - - - - 50.00 - Vietnam
(*1,3) manufacturing
PT POSMI Steel Steel service 12,600 1,193 3,579 4,772 37.87 POSCO P&S Indonesia
Indonesia (POSMI)  center (28.40)
(*1)
CAML Resources Material 9,715 - 3,239 3,239 33.40 POSA (33.34) Australia
Pty. Ltd. (*1) processing
Nickel Mining Material 6,601,426 3,234,698 - 3,234,698 49.00 - New
Company SAS (*1)  processing Caledonia
Liaoning Rongyuan Manufacturing - - - - 35.00 POSCO China
POSCO Refractories and sellings Chemtec
Co., Ltd. (*1,3) (35.00)
POSC STEEL Steel service - - - - 20.00 China
Processing Center center
Co., Ltd. (*3)
An khan New City ~ Construction - - - - 50.00 POSCO E&C Vietnam
Development (*1,3) (50.00)
Henan Tsingpu Material - - - - 49.00 ZPSS China
Ferro Alloy processing (49.00)
Co., Ltd. (*1,3)
United Spiral Pipe, Steel pipe - - - - 35.00 POSAM USA
LLC (USP) (*1,3) manufacturing (35.00]
and sales
Zhongyue POSCO  Specialty steel - - - - 34.00 POSCO-China China
(Qinhuangdau) manufacturing (10.00)
Tinplate Industrial
Co., Ltd. (*1,3)
BX Steel POSCO Steel - - - - 25.00 - China
Cold Rolled sheet  manufacturing
Co., Ltd. (*3)
POSS-SLPC s.r.o.  Steel processing - - - - 30.00 - Slovakia
(*1,3)
Eureka Moly LLC Material - - - - 20.00 POS-Mineral USA
(*3) processing Corporation
(20.00)
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Percentage  Percentage of
Number of Number of Shares of Ownership of
Primary Outstanding Ownership Subsidiaries
Investees Business Shares POSCO Subsidiaries Total (%) (%) Location
Foreign
POSCO SAMSUNG  Steel processing - - - - 30.00 - China
Suzhou Steel
Processing Center
Co., Ltd. (*1,3)
POSCO SeAH Steel Steel processing - - - - 25.00 POSCO-China China
Wire (Nantong) Co., (25.00)
Ltd. (*3)
POS-GSFC LLC Steel processing 14,600,000 - 648,171,993 648,171,993 44.40 POSCO E&C UAE
(formerly, POS-JK (0.94)
LLC) (*1) POSCO P&S
(43.46)
NCR LLC (*3) Coal trading - - - - 20.00 - Canada
AMCI (WA] Pty. Iron ore mining 397,493,929 - 194,772,025 194,772,025 49.00 POSCO WA Australia
Ltd. (*1) and trading (49.00)
Shanghai Trading - - - - 49.00 Daewoo China
Lansheng Daewoo International
Corp. (*1,3) Corporation
(49.00)
Shanghai Trading - - - - 49.00 Daewoo China
Waigaogiao International
Free Trade Zone Corporation
Lansheng Daewoo (49.00)
Int’l Trading
Co., Ltd. (*1,3)
Hanjung Power Pty. Plywood 16,791,045 - 8,227,612 8,227,612 49.00 Daewoo Papua
Ltd. (*1) manufacturing International New
Corporation Guinea
(49.00)
Myanmar Korea Generation of 600 - 270 270 45.00 Daewoo Myanmar
Timber electricity International
International Corporation
Ltd. (*1) (45.00)
General Medicines Medicine 29,400 - 9,702 9,702 33.00 Daewoo Sudan
Company Ltd. (*1)  manufacturing International
Corporation
(33.00)
KOREA LNG Ltd. Gas processing 12,000 - 2,400 2,400 20.00 Daewoo Korea
International
Corporation
(20.00)
DMSA, AMSA (*2,3) Energy& Resource - - - - 4.00 Daewoo Mada-
development International gascar
Corporation
(4.00)
(*1) Although POSCO owns over 30% equity interest in these investees, POSCO is not their largest shareholder, excluding them from consolidation.
(*2) This investment is accounted for using the equity method because it has 40% of voting rights of the investee to exercise significant influence on the investee

although POSCO's percentage of ownership is below 20%.

(*3) No shares have been issued in accordance with the local laws and regulations
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Location Investees Country Reason
Domestic POHANG SPFC Co., Ltd. Korea Small company
POSWITH Co., Ltd. Korea Small company
BASYS INDUSTRY Co., Ltd. Korea Small company
POSTECH BD Newundertaking fund Korea Small company
POSBRO Co., Ltd. Korea Small company
POMIC Korea Small company
POSFINE Korea Small company
MAPO HIGH BROAD PARKING Co., Ltd. Korea Small company
DAKOS Co., Ltd. Korea Small company
POSCALCIUM COMPANY, LTD. Korea Small company
Plant Engineering Service Technology Co., Ltd. Korea Small company
BUSAN E&E Co., Ltd. Korea Small company
POREKA Co., Ltd. Korea Small company
SONGDO SE Co., Ltd. Korea Small company
POS GREEN Co., Ltd. Korea Small company
GUNSAN SPFC Co., Ltd. Korea Small company
POS ECO HOUSING Co., Ltd. Korea Small company
Foreign DAEWOO HANDELS GmbH Germany Small company
POSCO Engineering and Construction-UZ Russia Small company
DAEWOO (M) SDN. BHD. Malaysia Small company
DAEWOO INTERNATIONAL CORPORATION (M) SDN BHD Malaysia Small company
POSCO E&C SMART Mexico Small company
POSCO MEXICO HUMAN TECH Mexico Small company
DWEMEX, S.A. DE C.V. Mexico Small company
POS MPC Servicios de C.V. Mexico Small company
POSCO-AAPC U.S.A. Small company
PGSF LLC U.S.A. Small company
TECHREN Solar LLC U.S.A. Small company
MYANMAR DAEWOO LTD. Myanmar Small company
MYANMAR DAEWOO INT'L LTD. Myanmar Small company
POSCO E&C Venezuela C.A Venezuela Small company
POSCO SS VINA Vietnam Small company
DAEWOO STC & APPAREL VIETNAM LTD. Vietnam Small company
GEZIRA TANNERY Co., Ltd. Sudan Small company
Europe Steel Distribution Center (POS-ESDC, Slovenia Small company

Logistics, Trading and Investment d.o.0)

ANNUAL REPORT 2010 128

Location Investees Country Reason
Foreign POSCO South East Asia Pte. Ltd. Singapore Small company
DAEWOO EL SALVADOR S.A. DE C.V. El Salvador Small company
VECTUS LIMITED UK Small company
POSCO-URUGUAY S.A. Uruguay Small company
DAEWOO ENERGY CENTRAL ASIA Uzbekistan Small company
POSCO E&C India Private Ltd. India Small company
POSCORE-INDIA India Small company
POSCO-ISDC India Small company
DAEWOO INTERNATIONAL INDIA PRIVATE LTD. India Small company
POSCO Foundation India Small company
PT. POSNESIA Indonesia Small company
PT. MRI Indonesia Small company
PT. DEC Indonesia Indonesia Small company
PT. KRAKATAU POSCO Indonesia Small company
PT. POSCO E&C INDONESIA Indonesia Small company
Dalian Poscon Dongbang Automatic Co., Ltd. China Small company
San Pu Trading Co., Ltd. China Small company
Zhangjiagang BLZ Pohang International Trading Co., Ltd. China Small company
POSCO ICT-CHINA China Small company
POSCO-CYPC China Small company
Tianjin Daewoo Paper Manufacturing Co., Ltd. China Small company
Daewoo Int'l Guangzhou Corp. China Small company
DAEWOO INTERNATIONAL SHANGHAI Co., Ltd. China Small company
ZEUS (Cayman) Cayman Islands Small company
DAYTEK ELECTRONICS CORP. Canada Small company
DAEWOO CANADA LTD. Canada Small company
POSCO South Asia Thailand Small company
POSCO Australia GP Pty. Limited Australia Small company
Hume Coal Pty. Ltd. Australia Small company
POSCO Gulf Logistics LLC UAE Small company

The above investees are accounted for using cost method in the consolidated financial statements.
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Investees Location Reason

eNtoB Corporation Seoul The Company’s ownership exceeded 50% through additional
increase in paid in capital in 2010.

Gwangyang SPFC Co., Ltd. Gwangyang The Company made investments to establish.

9digit Co., Ltd. Incheon The Company newly acquired more than 50% of interest related
to this investment in 2010.

Sungjin Geotec Co., Ltd. Ulsan The Company newly acquired more than 50% of interest related
to this investment in 2010.

Postech Early Stage Fund Pohang The Company made investments to establish.

POSCO Family Strategy Fund Pohang The Company made investments to establish.

Daewoo International Corporation Seoul The Company newly acquired more than 50% of interest related
to this investment in 2010.

POSCO LED Co., Ltd. Seongnam The Company made investments to establish.

POSCO NST Co., Ltd. Busan The Company made investments to establish.

Pohang SRDC Co., Ltd. Pohang The Company made investments to establish.

POSCO Bio Ventures L.P. U.S.A. It was classified from equity investees to subsidiaries due
to changes in control structures.

Qingdao Pos-metal Co., Ltd. China Total assets exceeded ¥W10,000 million as of December 31, 2009.

POSCO-Poland Wroclaw Steel Poland The Company's ownership exceeded 50% through additional

Processing Center Co., Ltd. increase in paid in capital in 2010.

POSCO Mexico East Steel Mexico Total assets exceeded ¥W10,000 million as of December 31, 2009.

Distribution Center Co., Ltd.

POSCO Maharashtra Steel Pvt. Ltd. India Total assets exceeded ¥W10,000 million as of December 31, 2009.

POSCO India Chennai Steel India Total assets exceeded ¥W10,000 million as of December 31, 2009.

Processing Centre Pvt. Ltd.

POSCO Turkey Nilufer Turkey Total assets exceeded W10,000 million as of December 31, 2009.

Processing Center Co., Ltd.

POSCO Vietnam Ha Noi Vietnam Total assets exceeded ¥W10,000 million as of December 31, 2009.

Processing Center Co., Ltd.

POSCO (Liaoning) Automotive China Total assets exceeded ¥W10,000 million as of December 31, 2009.

Processing Center Ltd.

POSCO-Indonesia Jakarta Indonesia Total assets exceeded ¥W10,000 million as of December 31, 2009.

Processing Center, PT

POSCO China Dalian Plate China The Company made investments to establish.

Processing Center Ltd.

POSCO-NCR Coal Ltd. Canada The Company made investments to establish.

POSCO WA Pty. Ltd. Australia The Company made investments to establish.

Daewoo International U.S.A. The Company newly acquired more than 50% of interest related

America Corp. to this investment in 2010.

Daewoo International Germany The Company newly acquired more than 50% of interest related

Deutschland GmbH to this investment in 2010.

Daewoo International Japan Corp. Japan The Company newly acquired more than 50% of interest related

to this investment in 2010.

Investees Location Reason

Daewoo International Singapore Pte. Ltd. Singapore The Company newly acquired more than 50% of interest related
to this investment in 2010.

Daewoo ltalia S.r.l. Italy The Company newly acquired more than 50% of interest related
to this investment in 2010.

Daewoo Cement (Shandong) Co., Ltd. China The Company newly acquired more than 50% of interest related
to this investment in 2010.

Daewoo (China) Co., Ltd. China The Company newly acquired more than 50% of interest related
to this investment in 2010.

PT. RISMAR Daewoo Apparel Indonesia The Company newly acquired more than 50% of interest related
to this investment in 2010.

Daewoo Textile Fergana LLC Uzbekistan The Company newly acquired more than 50% of interest related
to this investment in 2010.

Daewoo Textile Bukhara LLC Uzbekistan The Company newly acquired more than 50% of interest related
to this investment in 2010.

Daewoo International Australia Australia The Company newly acquired more than 50% of interest related

Holdings Pty. Ltd. to this investment in 2010.

Daewoo Paper Manufacturing Co., Ltd. China The Company newly acquired more than 50% of interest related
to this investment in 2010.

POSCO Mauritius Ltd. Mauritius The Company made investments to establish.

POSCO (Zhangjiagang) Stainless China The Company made investments to establish.

Steel Processing Center Co., Ltd.

DAEWOO INT'L MEXICO S.A. de C.V. Mexico The Company newly acquired more than 50% of interest related
to this investment in 2010.

Xenesys Inc. Japan The Company newly acquired more than 50% of interest related to this

investment in 2010.

The total assets, shareholders’ equity, sales, and net income of the consolidated financial statements as of and for the year ended December 31,

2010, increased by W 8,036,337 million, ¥ 2,788,430 million, ¥ 20,626,294 million, and ¥ 57,043 million, respectively due to the changes in scope of

consolidation.

Subsidiaries Excluded from the Consolidated Financial Statements in 2010
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Investees Location Reason

POSCON Co., Ltd. Pohang Merged with POSCO ICT Co., Ltd.

POSCO Machinery Co., Ltd. Gwangyang Merged with POSCO Plant Engineering Co., Ltd.
Universal Studio Resort Development Co., Ltd. Seoul Decrease of percentage of shareholding
Zhangjiagang Posha Steel Port Co., Ltd. China Disposal of shares

POSCO E&C (Zhangjiagang] Co., Ltd. China Merged with POSCO E&C (Beijing] Co., Ltd.
&TV Communications U.S.A. Disposal of shares
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The Effect from Adjustment of Accounting Policy in Consolidated Subsidiaries

The effects to the financial statements of consolidated subsidiaries resulting from the application of accounting principles and estimates of the

controlling company to its subsidiaries as of and for the years ended December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) 2010
Net Assets Net Assets
before after
Investees Adjustment Adjustment Adjustment
POSCO P&S Co., Ltd. (formerly, Posteel Co., Ltd.) 545,411 W (552) W 544,859
POSCO Coated Steel Co., Ltd. 255,063 (54,514) 200,549
POSCO ICT Co., Ltd. 249,207 (37,577) 211,630
POSCO Chemtech Company Ltd. 234,935 6,618 241,553
(formerly, POSCO Refractories & Environment Co., Ltd.)
POSCO M-TECH Co., Ltd. (formerly, Samjung Packing & Aluminum Co., Ltd.) 154,274 4,677 158,951
POSCO Power Corp. 841,060 (68,027) 773,033
PHP Co., Ltd. (20,579) (26,398) (46,977)
POSCO Asia Co., Ltd. 33,961 (4,497) 29,464
Zhangjiagang Pohang Stainless Steel Co., Ltd. 633,550 (86,440) 547,110
POSCO Investment Co., Ltd. 93,250 (6,571) 86,679
Qingdao Pohang Stainless Steel Co., Ltd. 117,970 (14,552) 103,418
POSCO-Japan Co., Ltd. 119,096 (5,403) 113,693
POSCO-Vietnam Co., Ltd. 133,803 (7,623) 126,180
POSCO-Mexico Co., Ltd. 94,149 (15,248) 78,901
(in millions of Korean Won) 2009
Net Assets Net Assets
before after
Investees Adjustment Adjustment Adjustment
POSCO P&S Co., Ltd. (formerly, Posteel Co., Ltd.) 475,802 (576) 475,226
POSCON Co., Ltd. 185,718 2,333 188,051
POSCO Coated Steel Co., Ltd. 250,219 (48,974) 201,245
POSCO ICT Co., Ltd. 51,672 (32,970) 18,702
POSCO Asia Co., Ltd. 31,723 (1,453) 30,270
Zhangjiagang Pohang Stainless Steel Co., Ltd. 573,888 (76,220) 497,668
POSCO Investment Co., Ltd. 88,296 (4,601) 83,695
POSCO Chemtech Company Ltd. 183,082 5,098 188,180
(formerly, POSCO Refractories & Environment Co., Ltd.)
Qingdao Pohang Stainless Steel Co., Ltd. 109,070 (12,441) 96,629
P0OS-Qingdao Coil Center Co., Ltd. 13,595 (59) 13,536
POSCO-Japan Co., Ltd. 97,213 (4,099) 93,114
POSCO M-TECH Co., Ltd. (formerly, Samjung Packing & Aluminum Co., Ltd.] 68,616 4,598 73,214
POSCO Power Corp. 615,014 (19,147) 595,867
PHP Co., Ltd. (5,778) (27,081) (32,859)
POSCO-Vietnam Co., Ltd. 213,834 (9,440) 204,394
POSCO-Mexico Co., Ltd. 103,629 (16,172) 87,457
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2. Basis of Presenting Consolidated Financial Statements
and Summary of Significant Accounting Policies

The Company prepares the consolidated financial statements in accordance with generally accepted accounting principles in the Republic of Korea

and applied the same accounting policies that were adopted in the previous year’s consolidated financial statements.

The significant accounting policies followed by the Company in the preparation of the accompanying consolidated financial statements are

summarized below:

Basis of consolidated financial statements presentation

POSCO and its domestic subsidiaries maintain their accounting records in Korean won and prepare statutory financial statements in the Korean
language in conformity with accounting principles generally accepted in the Republic of Korea. Certain accounting principles applied by the
Company that conform with financial accounting standards and accounting principles in the Republic of Korea may not conform with generally
accepted accounting principles in other countries. Accordingly, these consolidated financial statements are intended for use by those who are
informed about Korean accounting principles and practices. The accompanying consolidated financial statements have been derived and translated
into English from the Korean language consolidated financial statements. Certain information attached to the Korean language consolidated
financial statement, but not required for a fair presentation of POSCO and its subsidiaries’ financial position, results of operations or cash flows, is

not presented on the accompanying consolidated financial statements.

Cash and cash equivalents
The Company considers short-term deposits with maturities of three months or less on the acquisition date to be cash equivalents. Government

grants received before the grants are used for specific purposes from third parties are presented as a reduction of cash and cash equivalents.

Revenue recognition

The Company’s revenue categories consist of goods sold, services rendered, construction contracts and other income. Revenue from the sale of goods
is measured at the fair value of the consideration received or receivable, net of returns and allowances, trade discounts and volume rebates. Revenue
is recognized when the significant risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is probable, the

associated costs and possible return of goods can be estimated reliably, and there is no continuing Company involvement with the goods.

Revenue from services provided is recognized based on the percentage of completion method when the amount of revenue, the costs incurred, the
costs to complete and stage of completion at the end of reporting period can be reliably measured, and it is probable that future economic benefits will

flow into the Company.

Revenue from construction contracts are recognized in proportion to the percentage of completion when the outcome of the contract can be reliably
measured. The percentage of completion is assessed by reference to costs incurred for work performed to date to the estimated total contract costs or
surveys of work performed. When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognized only to the extent of

contract costs incurred that are likely to be recoverable. An expected loss on a contract is recognized immediately in the consolidated statement of income.

Other income is recognized when the revenue recognition process is completed, the amount of revenue is reliably measured and it is probable that future

economic benefits will flow into the Company.
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Allowance for doubtful accounts
Allowance for doubtful accounts is estimated based on an analysis of individual accounts and past experience of collection and presented as a

deduction from trade accounts and notes receivable.

When the terms of trade accounts and notes receivable (the principal, interest rate or term) are modified, either through a court order, such as
a reorganization, or by mutual formal agreement, resulting in a reduction in the present value of the future cash flows due to the Company, the
difference between the carrying value of the relevant accounts and notes receivable and the present value of the future cash flows is recognized as

bad debt expense.

Inventories

The costs of inventories are determined using the moving-weighted average method while materials-in-transit are determined using the specific
identification method. Amounts of inventory are written down to net realizable value due to losses occurring in the normal course of business and
the allowance is reported as a contra inventory account, while the related charge is recognized in cost of goods sold. Gains and losses pertaining to

physical inventory adjustments are also included in cost of goods sold.

Investments in securities
Upon acquisition, the Company classifies debt and equity securities (excluding investments in investees and joint ventures] into the following

categories: held-to-maturity, available-for-sale or trading securities. This classification is reassessed at the end of each reporting period.

Investments in debt securities which the Company has the intent and ability to hold to maturity are classified as held-to-maturity securities.
Securities that are acquired principally for the purpose of selling in the short term are classified as trading securities. Investments not classified as

either held-to-maturity or trading securities are classified as available-for-sale securities.

A security is recognized initially at its acquisition cost, which includes the market value of the consideration given and any other transaction costs.
After initial recognition, held-to-maturity securities are accounted for at amortized costs in the consolidated statements of financial position and
trading and available-for-sale securities are accounted for at their fair values, however, non-marketable securities are accounted for at their
acquisition costs if their fair values cannot be reliably estimated. The fair value of marketable securities is determined using quoted market prices

as of the period end.

Trading securities are subsequently carried at fair value. Gains and losses arising from changes in the fair value of trading securities are included in

the consolidated statement of income in the period in which they arise. Available-for-sale securities are subsequently carried at fair value.

Cumulative unrealized gains and losses arising from changes in the fair value of available-for-sale securities are recognized as accumulated other
comprehensive income (loss), net of tax, directly in equity. Held-to-maturity investments are carried at amortized cost with interest income and

expense recognized in the consolidated statement of income using the effective interest method.
Management reviews investments in securities whenever events or changes in circumstances indicate that the carrying amount of the investments

may not be recoverable. Impairment losses are recognized when the estimated recoverable amounts are less than the carrying amount and it is not

obviously evidenced that impairment is unnecessary.
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Trading securities are presented as current assets. Available-for-sale securities, which mature within one year from the end of the reporting period
or where the likelihood of disposal within one year from the end of the reporting period is probable, are presented as current assets. Held-to-

maturity securities, which mature within one year from the end of the reporting period, are presented as current assets.

Equity method investments

Investments in equity securities of companies, over which the Company has the ability to exercises a significant influence, are recorded using

the equity method of accounting. Under the equity method, the Company records changes in its proportionate ownership in the book value of the
investee in current operations, as capital adjustments, as adjustments to retained earnings or adjustments to equity in earnings or losses of equity
method accounted investees, depending on the nature of the underlying change in the book value of the investee. When the Company’s share of
losses in an investee equals or exceeds its interest in the investee, including preferred stock or other long term loans and receivables issued by the
investees, the Company does not recognize further losses, unless it has obligations or made payments on behalf of the investees. Gains and losses

on transactions between the Company and its investees are eliminated to the extent of the Company’s interest in each investee.

The excess of the acquisition cost of an investment in an investee over the Company’s share of the fair value of the identifiable net assets acquired is
amortized using the straight-line method over its estimated useful life, not exceeding 20 years. When acquisition cost of investments in an investee
is less than the Company’s interest on the fair value of the identifiable net assets acquired, such difference is recognized using the straight-line
method as a gain over the weighted average period of useful lives of the depreciable and amortizable non-monetary assets. The remainder over

the fair value of identifiable non-monetary assets is recognized as a gain in the period of acquisition. Also, the Company’s interest on the difference
between fair value and carrying value of identifiable assets and liabilities of an investee, at the time of acquisition, is depreciated or reversed in

accordance with accounting policies of related assets or liabilities of an investee.

Foreign currency financial statements of equity method investees are translated into Korean won using the exchange rates in effect as of the end
of the reporting period for assets and liabilities (the exchange rates on the acquisition date for capital accounts), and annual average exchange
rates for income and expenses. Cumulated translation gains or losses are included in accumulated other comprehensive income, a component of

shareholders’ equity.

The Company’s proportionate unrealized profit arising from sales by the Company to equity method investees, sales by the equity method investees

to the Company or sales between equity method investees are eliminated to the extent of the Controlling Company’s ownership.

Natural resources exploration investments

Investment in exploration and development, including the Myanmar mining site, of natural resources such as natural gas and mineral reserves
are initially accounted for at cost as part of non-current investment in the statement of financial position. When the reserves are proved to have
commercially producible quantities of reserves, the exploration investment account is transferred to mining rights as an intangible asset and is

amortized over its expected period of commercial production.

Borrowings that are directly attributable to exploration investments are initially accounted for as part of long-term withholdings. When the reserves
are proved to have commercially producible quantities of reserves, the Company transfers such borrowings to long-term debt and recognizes the
cumulative interest expense and gain and loss on translation of foreign currency from the date when such borrowings were first obtained up to

the date when the reserve were proved. Conversely, in case of a failure in commercial production, the Company deducts such borrowings from the

amount of exploration investment and recognizes any remaining balance as a loss in the current period.
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Property, plant and equipment
Property, plant and equipment are stated at cost except for certain assets subject to upward revaluations in accordance with the Asset Revaluation

Law. Assets acquired by investment in kind or gift are stated at its fair value.

Depreciation is computed using the straight-line method or declining-balance method over the estimated useful lives of the assets, as follows:

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

Intangible assets
Intangible assets are stated at cost, which includes acquisition cost, production cost and other costs required to prepare the asset for its intended
use. Intangible assets are stated net of accumulated amortization computed using the straight-line method and others over the estimated useful

lives as described below.

Estimated Useful Lives

Estimated Useful Lives

Buildings and structures 5-60years
Machinery and equipment 2 - 25years
Vehicles 2 - 10years
Tools 2 - 10years
Furniture and fixtures 2 - 10years
Capital lease asset (*) 2 - 18 years

[*] Capital lease asset is depreciated over the shorter of the lease term or the estimated useful lives of the asset

The Company recognizes interest costs and other financial charges on borrowings associated with the production, acquisition, construction or

development of property, plant and equipment as an expense in the period in which they are incurred.

Significant additions or improvements extending useful lives of assets are capitalized. Normal maintenance and repairs are charged to expense as

incurred.

Management reviews property, plant and equipment for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. An impairment loss is recognized when the expected estimated undiscounted future net cash flows
from the use of the asset and its eventual disposal are less than its carrying amount. However, if the recoverable amount of a tangible asset,

for which impairment loss was recognized in prior periods, exceeds its carrying amount in subsequent periods, the amount of impairment loss
recognized shall be reversed to the extent of an increased carrying amount of the asset that does not exceed the carrying amount that would have

been determined, net of depreciation, if no impairment loss was recognized in prior periods.
Leases

The Company classifies and accounts for leases as either operating or capital, depending on the terms. Leases where the Company assumes

substantially all of the risks and rewards of ownership are classified as capital leases. All other leases are classified as operating leases.
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Goodwill 5 - 20 years
Negative goodwill 5-10vyears
Intellectual property rights 5-10vyears
Research and development cost (*1) 3 - 10years
Port facilities usage rights (*2) 1 - 75years
Long-term electricity supply contract rights (*3) 9 - 15 years
Other intangible assets 2 - 25years

(*1) The costs incurred in relation to the development of new products and new technologies, including the development cost of internally used software and related costs,
are recognized as development costs only if it is probable that future economic benefits that are attributable to the asset will flow into the entity and the cost of the
asset can be measured reliably. The useful life of development costs is based on its estimated useful life, not to exceed 20 years from the date when the asset is
available for use.

(*2) As of December 31, 2010, port facilities usage rights are related to the quay and inventory yard donated by POSCO in April 1987 to the local bureaus of the Maritime
Affairs and Fisheries in Gwangyang, Pohang, Pyoungtaek and Masan.

(*3) The Company recognized the electricity supply contract initially at fair value as an identifiable intangible asset when the Company acquired POSCO Power Corp. The
electricity supply contract which was related to the existing agreement of supplying electric power to Korea Electric Power Corporation met the criteria of recognizing
identifiable intangible assets at acquisition date.

Management assesses the potential impairment of intangible assets when there is evidence that events or changes in circumstances have made the
recovery of an asset’s carrying value to be unlikely. The carrying value of the intangible asset is reduced to the estimated realizable value, and an

impairment loss is recorded as a reduction in the carrying value of the related asset and charged to current operations.

Discounts on debentures
Discounts on debentures are amortized over the term of the debenture using the effective interest rate method. Amortization of the discount is

recorded as interest expense.

Accrued severance benefits

Employees and directors with at least one year of service are entitled to receive a lump-sum payment upon termination of their employment,

based on their length of service and rate of pay at the time of termination. Accrued severance benefits represent the amount which would be
payable assuming all eligible employees and directors were to terminate their employment as of the end of the reporting period. POSCO and its
domestic subsidiaries have partially funded the accrued severance benefits through group severance insurance and the amounts funded under
these insurance deposits are classified as a deduction from the accrued severance benefits liability. The Company made deposits to the National
Pension Service in accordance with the National Pension Act of the Republic of Korea. Accordingly, accrued severance benefits in the accompanying

consolidated statement of financial position are presented net of this deposit.

Restructuring of receivables

When the difference between the carrying value of receivables and the present value of future cash flows is material arising from variation of the
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terms of receivables (the principle, interest rate or term), either through a court order, such as a reorganization, or by mutual agreement, future
cash flows expected to be earned are valued at their present value using an appropriate discount rate. The present value discounts are recovered

using the effective interest rate method and are recognized as interest income.

Foreign currency transactions and translation
Monetary assets and liabilities denominated in foreign currencies are re-measured into Korean won at the exchange rates in effect at the end of the

reporting period, and resulting translation gains and losses are recognized in the statement of income.

Derivative financial instruments

All derivative financial instruments are accounted for at their fair value according to the rights and obligations associated with the contracts.
The resulting changes in fair value of derivative financial instruments are recognized either in the statement of income or shareholders’ equity,
depending on whether the derivative financial instruments qualify as cash flow hedge. The effective portion of changes in the fair value of
derivative financial instruments that are designated and qualify as cash flow hedges is recognized in shareholders’ equity as accumulated other

comprehensive income (loss).

Fair value hedge accounting is applied to a derivative financial instrument purchased with the purpose of hedging the exposure to changes in the
fair value of an asset or a liability or a firm commitment that is attributable to a particular risk. Changes in the fair value of derivatives that are
designated and qualify as fair value hedges are recorded in the statement of income, together with any changes in the fair value of the hedged asset

or liability that are attributable to the hedged risk.

An embedded derivative financial instrument is separated from the host contract and accounted for as a derivative financial instrument when
the economic characteristics and risks of the embedded derivative financial instrument are not clearly and closely related to the economic

characteristics and risks of the host contract.

Provisions and contingent liabilities

A provision is a liability of uncertain timing or amount and shall be recognized when all of the following conditions are met:

1) An entity has a present obligation (legal or constructive) as a result of a past event;
2) It is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and

3) A reliable estimate can be made of the amount of the obligation

However, when such outflow is dependent upon a future event, is not certain to occur, or cannot be reliably estimated, only disclosure regarding the

contingent liability is made in the notes to the consolidated financial statements.

Treasury stock

In accordance with the cost method, the acquisition cost of the Company's treasury stock is recorded as an adjustment to shareholders’ equity. Gain
on disposal of treasury stock is recorded as other capital surplus and loss on disposal of treasury stock is first deducted from gain on disposal of
treasury stock recorded in other capital surplus, with the remainder as a capital adjustment and then offset against retained earnings in accordance

with the order of disposition of deficit.
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Sale of receivables
The Company sells or discounts certain amounts of notes receivable to financial institutions and accounts for these transactions as a sale of the
receivables if the rights and obligations relating to the receivables sold are substantially transferred to the buyers. The losses from the sale of the

receivables are charged to operations as incurred.

Income tax and deferred income tax
Income tax on the income or loss for the year comprises current and deferred tax. Income tax is recognized in the statement of income except to the

extent that it relates to items recognized directly in equity, in which case it is recognized in equity.
Current income tax is the expected tax payable on the taxable income for the year, using the enacted tax rates.

Deferred income tax is provided using the asset and liability method and is recognized for the future tax consequences attributable to the temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.
The amount of deferred income tax provided is based on the expected manner of realization or settlement of the carrying amount of assets and

liabilities, using tax rates enacted or substantively enacted at the end of reporting period.

A deferred income tax asset is recognized only to the extent that it is probable that future taxable income will be available against which the unused
tax losses and credits can be utilized. Deferred income tax assets are reduced to the extent that it is no longer probable that the related tax benefit

will be realized.

Use of estimates

Generally accepted accounting principles require management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, the disclosure of contingent assets and liabilities at year-end and the reported amounts of revenues and expenses during the year.
Significant items subject to such estimates and assumptions include useful lives, salvage values and recovery of property, plant and equipment;
recoverability of goodwill and intangible assets; valuation allowances for receivables, inventories and realization of deferred income tax assets and

fair values of derivatives. Actual results could differ materially from the estimates and assumptions used.

Elimination of the investments of investing company and the shareholders’ equity of the investees

In eliminating the investment of the investing company and the shareholders’ equity of the investee, the portion of the investee's stockholders’ equity
that belongs to non-controlling interest is separately presented. The elimination of the investments of the investing company and the stockholders’
equity of the investees are recorded as of the date of acquisition of controlling interest. The nearest closing date from acquisition of controlling

interest is deemed to be acquisition date when acquisition date of interest of subsidiaries is different from closing date of subsidiaries.

Elimination of inter-company transactions

Inter-company transactions of the company are eliminated and related unrealized inter-company gains and losses are treated as follows:

(a) Calculation of unrealized gains and losses
Unrealized gains or losses to be eliminated with respect to Company’s inventory, fixed assets and intangible assets are computed based upon
average gross profit ratio of the concerned transaction. When the actual gross profit ratio is deemed materially different from the average gross

profit ratio, the actual gross profit ratio of the concerned transaction is used.
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(b) Elimination of unrealized gains and losses
Unrealized gains or losses arising from downstream intercompany transactions are fully eliminated and it is attributed to the Company’s
investment. Unrealized gains or losses arising from upstream transactions are fully eliminated and it is attributed to the Company’s investment

proportionately to the equity interest of the company and non-controlling interest.

Translation of foreign subsidiary’s financial statements

In translation of subsidiary’s financial statements denominated in foreign currencies, the statement of financial position items are translated at the
exchange rates in effect at the end of the reporting period (but, historical exchange rates should be used for the equity items) and the profit and loss
items are translated at the current year’s average exchange rates. Differences arising in translation should be treated as translation gain or loss
from foreign operation and it is proportionately attributed to the company’s equity interest, recorded in accumulated other comprehensive income
(loss), and non-controlling interest by equity interest owned. For the cash flow statement items, the beginning cash balances are translated at the
exchange rates in effect at the end of the reporting period in prior year, the ending cash balances are translated at the end of the reporting period

in current year and the other items are translated at the current year’s average exchange rates. Differences arising when translating the cash flow
items are presented as effect of changes in exchange rate on cash and cash equivalents in the face of the consolidated statements of cash flows in

translation should be treated as gain or loss on foreign currency translation.

US dollar Convenience Translation

The December 31, 2010 consolidated financial statements are expressed in Korean won and have been translated into U.S. dollars at the rate of

W 1,138.9 to US $1, at the Seoul Money Brokerage Services, Ltd., buying exchange rate in effect on December 31, 2010, solely for the convenience of
the reader. These translations should not be construed as a representation that any or all of the amounts shown could be converted into U.S. dollars

at this or any other rate.

Financial Reporting after 2010

The Company has decided to report its financial statements using International Financial Reporting Standards ("IFRS”) as issued by the
International Accounting Standards Board after December 31, 2010 and the Company will discontinue the use of Korean GAAP financial reporting.
Consequently, the Company’s 2010 consolidated financial statements under IFRS may be materially different than the accompanying 2010 Korean

GAAP consolidated financial statements.
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3. Cash, Cash Equivalents and Financial Instruments

Cash, cash equivalents and short-term and long-term financial instruments as of December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) ‘ Annual Interest Rate (%) 2010 2009
Cash and cash equivalents
Cash on hand and bank deposits 0.00 ~ 3.00 W 592,588 165,307
Checking accounts 0.00 ~ 1.00 39,874 7,427
Corporate bank deposits 0.20 ~ 5.00 666,854 417,390
Time deposits 2.64 ~ 483 571,874 529,564
Time deposits in foreign currency and others 0.00~3.20 613,449 382,904
Maintained by overseas affiliates 0.00 ~ 13.40 1,115,274 696,578
3,599,913 2,199,170
Less : Government grants (1,091) (2,439)
W 3,598,822 2,196,731
Short-term financial instruments
Time deposits 0.50 ~ 4.96 W 2,476,855 2,962,298
Specified money in trust - 61,791 71,193
Certificates of deposit 3.01~4.80 247,600 2,405,500
Others 0.10 ~ 1.40 111,739 342,643
Maintained by overseas affiliates 0.00 ~ 14.00 56,366 38,813
W 2,954,351 5,820,447
Long-term financial instruments
Installment accounts 0.50 ~ 5.08 W 20,748 18,522
Guarantee deposits for opening accounts 0.00 ~1.00 96 112
Maintained by overseas affiliates 0.36 ~ 1.44 1,904 -
W 22,748 18,634

The financial assets pledged as collateral include short-term financial instruments amounting to W 28,811 million and W 22,343 million as of December

31,2010 and 2009, respectively, in relation to performance guarantee deposits, short-term borrowings, long-term debts and others; short-term financial
instruments amounting to W 14,101 million and W 10,667 million as of December 31, 2010 and 2009, respectively, in relation to government-appropriated
projects; and long-term financial instruments amounting to W 96 million and ¥ 112 million as of December 31, 2010 and 2009, respectively, in relation to

maintaining deposits for opening checking accounts.
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(b) Accounts stated at present value under long-term deferred payment term and others as of December 31, 2010 are as follows:

4. Trading Securities

(in millions of Korean Won) Present Value Discount
Trading securities as of December 31, 2010 and 2009 are as follows: Face Value Discount Book Value Maturity Rate (%)
[in millions of Korean Won) 2010 2009
Long-t l ivabl
Acquisition Cost Fair Value Book Value Book Value ong-term loans receivable
KwangYang Enterprise Co., Ltd. W 209 11 198 2012 7.1
Beneficiary certificates and others W 182,071 183,953 183,953 505,811 s 22 i (23
Long-term trade accounts
and notes receivable
Essar Project (*) W 81,173 5,918 75,255 2012 7.9
Others 13,857 780 13,077 2012 ~ 2016 52~59
5. Accounts and Notes Receivable and Others W 95,030 6,698 88,332

(a) Accounts and notes receivable, and their allowance for doubtful accounts and present value discounts as of December 31, 2010 and 2009 are as follows:

(in millions of Korean Won)

2010

2009

(*) Discount at present value incurred from restructured receivables under work-out plans is presented as allowance for doubtful accounts.

(c) Valuation and qualifying accounts for allowance for doubtful accounts for the years ended December 31, 2010, 2009 and 2008 are as follows:

Trade accounts and notes receivable 8,236,522 5,344,442
Less: Allowance for doubtful accounts (234,596) (199,318) lin millions of Korean Won) Additions
. Balance at Balance
Less: Present value discount (6,277) (102) Beginning of Charged to Costs Change in Scope at the End
7 995 449 5145 022 Description Period and Expenses | of Consolidation Deductions of Period
Other accounts and notes receivable 738,184 470,701 Year ended December 31, 2010:
Less: Allowance for doubtful accounts (53,115 (23,008 Reserves deducted in the balance sheet W 284,895 W 87,768 W 86,214 W 73,420 W 385,457
. : ! from the assets to which the apply:
685,069 447,693 Allowance for doubtful accounts
Long-term trade accounts and notes receivable 17,033 23,142
Less: Allowance for doubtful accounts (3,982) (6,250) Year ended December 31, 2009:
Less: Present value discount (422) (1,207) Reserves deducted in the balance sheet 340,325 45,538 2,808 103,776 284,895
. : from the assets to which the apply:
12,629 15,685 Allowance for doubtful accounts
Long-term loans receivable 172,103 125,029
Less: Allowance for doubtful accounts (31,657) (21,395) Year ended December 31, 2008:
Less: Present value discount _ (27) Reserves deducted in the balance sheet 341,766 28,186 1,072 30,699 340,325
g from the assets to which the apply:
140,446 103,607 Allowance for doubtful accounts
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6. Inventories

Inventories as of December 31, 2010 and 2009 are as follows:

December 31, 2010 and 2009

(in millions of Korean Won)

2010

2009

Finished goods W 2,087,784 877,850
By-products 31,034 28,756
Semi-finished goods 2,279,766 1,585,425
Raw materials 2,503,040 1,124,060
Fuel and materials 721,266 566,344
Materials-in-transit 2,212,928 1,036,108
Others 56,315 11,186
9,892,133 5,229,729

Less: Provision for valuation loss (88,680) (76,890)

W 9,803,453 5,152,839

Loss on valuation of inventories for the years ended December 31,

2010 and 2009 amounted to W 88,680 million and ¥ 76,890 million, respectively.
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7. Investment Securities

Investment securities, net of current portion, as of December 31, 2010 and 2009 are as follows:

December 31, 2010 and 2009

(in millions of Korean Won) 2010 2009
Available-for-sale securities W 6,546,061 5,292,591
Held-to-maturity securities 36,161 91,792
Equity-method investments 2,735,483 827,583
W 9,317,705 6,211,966
Available-for-sale Securities
(a) Available for sale securities as of December 31, 2010 and 2009 are as follows:
(in millions of Korean Won) 2010 2009
Current portion of available-for-sale securities
Investments in bonds W 42,909 35,746
Available-for-sale securities
Marketable equity securities 4,944,184 3,973,531
Non-marketable equity securities 1,547,524 1,174,866
Investments in bonds 8,025 120,048
Equity investments 46,328 24,146
6,546,061 5,292,591
W 6,588,970 5,328,337
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(b) Investments in marketable equity securities as of December 31, 2010 and 2009 are as follows:

December 31, 2010 and 2009

POSCO AND SUBSIDIARIES

Notes to Consolidated Financial Statements, continued

(c) Investments in non-marketable equity securities as of December 31, 2010 and 2009 are as follows:

December 31, 2010 and 2009

(in millions of Korean Won) 2010 2009
Number of Ownership Acquisition Book
Company Shares (%) Cost Value Book Value
Dongbu Metal Co., Ltd. 3,000,000 10.00 W 98,242 W 98,242 W -
Busan Gimhae Light Rail Transit Co., Ltd. (*1,2) 9,160,000 25.00 45,800 75,405 76,294
Korea Delphai Automotive Systems Corporation (*1) 1,835,520 7.70 9,178 45,431 50,805
TK Chemical Corporation (*1) 8,000,000 10.00 14,818 38,496 14,818
Sinbundang Railroad Co., Ltd. (*1) 2,061,000 5.00 10,305 17,655 17,500
Seoul Metro Line9 Corporation 4,090,985 12.25 20,455 20,455 30,444
U-Space Co., Ltd. 140,000 10.00 14,000 14,000 14,000
POSFINE Co., Ltd. (*3) 2,700,000 70.00 13,500 13,500 6,750
Dream Hub PFV Co., Ltd. 2,400,000 1.20 12,000 12,000 12,000
ENK Co., Ltd. 500,000 8.40 10,000 10,000 10,000
Busan E&E Co., Ltd. (*3) 1,917,300 70.00 9,587 9,587 -
SAMWON STEEL Co., Ltd 1,786,000 19.00 8,930 8,930 8,930
Eco-Town 1,596,000 19.00 7,980 7,980 7,980
Gunsan SFC Co., Ltd. (*3) 300,000 100.00 15,036 14,854 -
Poongsan Special Metal Corporation 315,790 5.00 7,657 7,657 7,657
POS Eco Housing (*3) 1,178,651 85.25 5,893 5,893 5,893
Nacional Minerios S.A. (*1) 30,784,625 6.48 668,635 534,734 535,357
The Siam United Steel (*1) 11,071,000 12.30 34,658 69,013 65,135
Minas de Revuboe Ltd. (*4) - 7.80 21,548 21,548 21,548
POSCO-CYPC (*3,4) - 100 16,100 16,100 -
ACM Corporation 132 10.20 8,097 8,097 8,097
Asia Special Steel Co., Ltd. 27 18.00 7,781 7,781 4,063
Hume Coal Pty Ltd. (*3,4) - 70.00 58,116 58,116 -
Elkview mine (*4) - 2.50 33,659 33,659 32,723
POSCO-URUGUAY S.A. (*3) 98,261,497 98.00 5,874 5,874 -
POSCO SS-VINA Co., Ltd. (*3,4) - 100.00 41,277 39,514 -
POSCO AAPC LLC (*4) - 68.00 10,284 10,284 -
POSCO Maharashtra Steel Private Limited (*5) - - - - 63,872
Others - - 446,145 342,719 181,000
W 1,655,555 W 1,547,524 W 1,174,866

[in millions of Korean Won) 2010 2009
Number of Ownership Acquisition Fair Book Value
Company Shares (%) Cost Value (*1) Book Value
SK Telecom Co., Ltd. (*1) 4,452,057 551 W 1,236,858 W 809,280 W 809,280 743,845
Hana Financial Group Inc. 4,663,776 2.20 29,998 201,942 201,942 153,438
Hyundai Heavy Industries Co., Ltd. 1,477,000 1.94 343,506 654,311 654,311 256,260
Hanil Iron & Steel Co., Ltd. 206,798 10.14 2,413 3,433 3,433 2,575
HI Steel Co., Ltd. 135,357 9.95 1,609 2,132 2,132 1,895
Munbae Steel Co., Ltd. 1,849,380 9.02 3,588 4,133 4,133 5,419
Dong Yang Steel Pipe Co., Ltd. 1,564,250 1.92 3,911 1,893 1,893 1,877
Shinhan Financial Group Inc. 4,369,881 0.92 228,778 231,167 231,167 188,779
SeAH Steel Corp. 610,103 10.17 18,792 31,664 31,664 22,055
Union Steel Co., Ltd. 1,005,000 9.80 40,212 29,095 29,095 22,110
Hanjin Shipping Co., Ltd. 65,132 0.08 2,538 2,508 2,508 1,185
Hanjin Shipping Holdings Co., Ltd. 11,033 0.03 298 203 203 151
KB Financial Group Inc. 13,115,837 3.39 574,524 786,950 786,950 783,015
LG U+ 4,452,812 0.86 37,804 31,927 31,927 36,793
(formerly, LG Powercom Corporation)
OCI Company Ltd. 3,404 - 149 1,123 1,123 T4b
Korea Semiconductor System Co., Ltd. 281,924 525 529 1,073 1,073 671
Aromasoft Corp Co., Ltd. 150,000 1.54 143 156 156 603
i-Components Co., Ltd . - - - - - 277
Seoul Semiconductor Co., Ltd. 591,000 1.01 24,999 24,024 24,024 -
Nippon Steel Corporation (*1) 238,352,000 3.50 719,622 972,351 972,351 1,128,734
Thainox Stainless Public Company Limited 1,200,000,000 15.39 42,301 70,724 70,724 67,658
Macarthur Coal Limited 21,215,700 7.25 420,805 314,446 314,446 249,431
PT.Krakatau Steel 236,625,000 1.50 25,385 35,948 35,948 -
Murchison Metals Ltd. 60,567,000 13.91 53,120 89,164 89,164 132,139
Cockatoo Coal Ltd. 134,807,307 13.27 59,644 82,731 82,731 33,389
Sandfire Resources NL 23,696,338 16.68 43,250 222,526 222,526 73,598
Jupiter Mines Limited (*2) 327,210,775 20.28 77,694 287,952 287,952 9,531
Silicon Motion Technology Corp. 136,925 0.42 3,052 663 663 545
FuelCell Energy, Inc. 10,786,418 9.55 57,156 28,378 28,378 47,354
Others - - 34,534 22,287 22,287 9,460
W 4,087,212 W 4,944,184 W 4,944,184 W 3,973,531

(*1) The fair values of those investments were based on the valuation report of a public rating services company. Other non-marketable investments are recorded at cost

(*1) Certain portion of those investments has been pledged as collateral. [note 11)

[*2) This investment was not accounted for using the equity method since the percentage of its shares temporarily exceeded 20% in the process of changing shareholders.
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since fair value cannot be reliably measured.

(*2) This investment was not accounted for using the equity method since it is established pursuant to Private Finance Law related to social infrastructure capital and the
Company does not have ability to exercise significant influence on the investee

(*3) Those investments were not accounted for using the equity method as their total assets are less than W10 billion as of December 31, 2009 and they are also small-
sized entities or in the middle of establishment as of December 31, 2010

(*4) No shares have been issued in accordance with the local laws or regulations.

(*5) This investment was reclassified to equity-method investments from available-for-sale securities since its total assets are greater than W10 billion as of December 31, 2009
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(d) Available-for-sale securities are stated at fair value, and the difference between the acquisition cost and fair value is accounted for in

December 31, 2010 and 2009

accumulated other comprehensive income. The movements of such differences for the years ended December 31, 2010 and 2009 are as follows:

POSCO AND SUBSIDIARIES

Notes to Consolidated Financial Statements, continued

(e) Investments in bonds as of December 31, 2010 and 2009 are as follows:

December 31, 2010 and 2009

(in millions of Korean Won) 2010 2009
Maturity Acquisition Cost Book Value Book Value
Government bonds Less than 1 year W 537 537 568
1-5years 607 607 4,414
Corporate debt securities Less than 1 year 38,081 42,371 35,178
1-5years 7,550 6,550 115,634
Over than 5 years 861 869 -
47,636 50,934 155,794
Less: Current portion (38,619) (42,909) (35,746)
W 9,017 8,025 120,048

(f) Equity investments as of December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) 2010 2009
Acquisition Cost Book Value Book Value
Construction Guarantee W 16,268 19,127 17,876
Others 39,311 27,201 6,270
W 56,575 46,328 24,146

(in millions of Korean Won) 2010 2009
Beginning Increase Ending Beginning Increase Ending
Company Balance (Decrease) Balance Balance (Decrease) Balance
SK Telecom Co., Ltd. W (373,374) W 39,862 W (333,512) W (247,137) W (126,237) W (373,374)
Hana Financial Group Inc. 96,283 37,833 134,116 47,537 48,746 96,283
Hyundai Heavy Industries Co., Ltd. (68,052) 310,480 242,428 (38,098) (29,954) (68,052)
Hanil Iron & Steel Co., Ltd. (46) 842 796 (809) 763 (46)
HI Steel Co., Ltd. 223 185 408 123 100 223
Munbae Steel Co., Ltd. 1,258 (832) 426 90 1,168 1,258
Dong Yang Steel Pipe Co., Ltd. (1,586) 12 (1,574) (1,958) 372 (1,586)
Korea Line Corp. - - - 4,898 (4,898) -
Shinhan Financial Group Inc. (31,199) 33,062 1,863 (82,790) 51,591 (31,199)
SeAH Steel Corp. 2,545 7,495 10,040 3,664 (1,119) 2,545
Union Steel Co., Ltd. (14,119) 5,447 (8,672) (20,077) 5,958 (14,119)
Hanjin Shipping Co., Ltd. (1,036) 1,012 (24) (1,105) 69 (1,036)
Hanjin Shipping Holdings Co., Ltd. 10 (83) (73) - 10 10
KB Financial Group Inc. 162,624 3,068 165,692 (13,843) 176,467 162,624
LG U+ (formerly, LG Powercom Corporation) - (2,751) (2,751) (161,460) 161,460 -
Nippon Steel Corporation 319,107 (121,979) 197,128 190,214 128,893 319,107
Thainox Stainless Public Company Limited 19,779 2,391 22,170 (1,562) 21,341 19,779
Macarthur Coal Limited (58,179) 50,711 (7,468) (209,113) 150,934 (58,179)
The Siam United Steel 23,771 3,026 26,797 18,493 5,278 23,771
Nacional Minerios S.A. (103,957) (485) (104,442) - (103,957) (103,957)
Sandfire Resources NL 39,643 121,668 161,311 (4,450) 44,093 39,643
Others 73,758 54,024 127,782 21,824 51,934 73,758
W 87,453 W 544,988 W 632,441 W [(495,559) W 583,012 W 87,453
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Notes to Consolidated Financial Statements, continued Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009 December 31, 2010 and 2009
(g) Details of gross unrealized gains and losses on available-for-sale securities for the years ended December 31, 2010 and 2009 are as follows: Equity-method Investments
(in millions of Korean 2010 2009
Won Gross Gross Gross Gross (a) Equity-method investments as of December 31, 2010 and 2009 are as follows:

Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair ( M  Korean Won] 2010 2009
Cost (*) Gains Losses Value Cost (*) Gains Losses Value miens erRerean won
Number of Ownership Acquisition Net Asset
Investees (*1) Shares (%) Cost Value Book Value Book Value

Debt Securities:
Government and W 1,144 W - W - W 1,144 W 5,504 W - W 522 W 4,982

municipal bonds eNtoB Corporation (*2) - - W - W - W - W 7,696
Other bonds 46,492 3,298 - 49,790 151,445 - 633 150,812 Midas IT Co., Ltd. 866,190 25.46 433 9.654 9,633 8,304
47636 3298 i 50934 156 949 B} 1155 155,794 Songdo New City Development Inc. (*3) 1,332,344 29.90 6,674 (39,759) - -
: - : : : : : : Gale International Korea Inc. 85,306 29.90 427 11,540 11,540 7,917
Equity Securities:
SNNC Co., Ltd. 18,130,000 49.00 90,650 168,208 145,539 93,263
Marketable 3,990,427 1,455,519 (501,762) 4,944,184 3,744,085 948,334 (718,888) 3,973,531
equity securities Chungju Enterprise City 2,008,000 25.10 10,040 10,515 10,515 5,383
Non-marketable 1,575,349 133,146 (160,970) 1,547,525 1,179,887 137,002 (142,023) 1,174,866 Taegisan_Wind Power 2,500,000 50.00 12,500 7,244 5,836 10,955
equity securities Corporation
Investment in 55,579 _ (9,251) 46,327 21,003 3,143 _ 24146 Cheongna International Business Town 1,151,960 18.58 45,651 35,437 36,050 2,159
capital Co., Ltd. (*4)
5,621,355 1,588,665 (671,983) 6,538,036 4,944,975 1,088,479 (860,911) 5,172,543 Garolim Tidal Power Plant Co., Ltd. 2,322,999 32.13 11,615 10,881 10,881 11,041
W 5668991 W 1,591,963 W (671,983) W 6,588970 W 5101924 W 1088479 W (859,756) W 5328,337 POSCO E&C Songdo International Building (*3] PR A A (6,089) - -
Kyobo Life Insurance Co., Ltd. (*5) 4,920,000 24.00 1,266,900 1,092,853 1,302,989 -
[*] Acquisition cost less impairment loss
KOBRASCO 2,010,719,185 50.00 32,950 142,615 142,615 98,943
USS-POSCO Industries (UPI) (*6) - 50.00 254,649 38,789 31,007 45,961
. - - Poschrome (Proprietary] Limited 43,350 50.00 19,859 34,459 28,975 13,481
For the years ended December 31, 2010, 2009 and 2008, proceeds from sales of available-for-sale securities amounted to W 316,840 million, ¥ 201,395 POSCO Bio Ventures L.P. (*2) ) _ . ) ) 30,439
million and W 26,752 million, respectively. Gross realized gains and losses amounted to W 160 million and W 72,668 million, respectively, for the years CAML Resources Pty. Ltd. 3,239 33.40 40,388 48,437 54,155 30,237
ended December 31, 2010 and 2009. Nickel Mining Company SAS 3,234,698 49.00 157,585 210,914 178,866 190,149
Hubei Huaerliang POSCO - - - - - 9,899
Silicon Science & Technology Co., Ltd. (*7)
Held-to-maturity Securities An Khanh New Clty - 50.00 20,429 2,109 2,109 12,643
Development Joint-Ventured Company Ltd. (*6)
United Spiral Pipe, LLC (USP) (*6) - 35.00 37,450 18,031 17,908 23,984
(a) Held-to-maturity securities as of December 31, 2010 and 2009 are as follows: Zhongyue POSCO (Qinhuangdau) B 34.00 9,517 19.963 16,826 15,592
(in millions of Korean Won] 2010 2009 Tinplate Industrial Co., Ltd. (*6)
Maturity Acquisition Cost Book Value Book Value BX STEEL POSCO Cold Rolled Sheet Co., Ltd. (*6) - 25.00 61,961 81,891 86,122 63,667
Eureka Moly LLC (*6) - 20.00 121,209 25,048 109,177 113,105
: : . POS-GSFC LLC (*6) - 44.40 15,520 4,480 11,609 -
Current portion of held-to-maturity securities
NCR LLC (*6) - 20.00 23,744 2,831 23,931 -
Government bonds (*) Less than 1 year W 3,679 W 3,657 W 20,717
) N AMCI (WA) Pty. Ltd. 194,772,025 49.00 213,446 (9,752) 199,881 -
Held-to-maturity securities ) )
Myanmar Korea Timber International Ltd. (*3,5) 270 45.00 - (947) - -
Government bonds (*) 1-5years 36,194 36,024 91,792
KOREA LNG Ltd. (*5) 2,400 20.00 137,993 2,753 137,706 -
-10 137 137 -
>~ 10years 3 3 DMSA, AMSA (*5,8) - 4.00 100,770 54,850 100,662 -
36,331 36,161 91792 Others 60,099 69,126 60,951 32,765
W 40,010 W 39,818 W 112,509

W 2,752,949 W 2,046,081 W 2735483 W 827,583

[*] Certain portion of the government bonds has been pledged as collateral for the consolidated subsidiaries. [note 11)
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POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009 December 31, 2010 and 2009

(*1) Due to the difference in the closing schedule of December 31, 2010, the equity method of accounting is applied based on the most recent financial information (in millions of Korean Won) Equity method Equity method
available, which has not been audited or reviewed. Dec. 31 2008 Profits Other Increase  Dec. 312009 Profits Other Increase = Dec. 312010
(*2) These subsidiaries are newly consolidated due to additional acquisition of shares, and others. Investees Balance (Losses) (Decrease) (*] Balance (Losses) [Decrease] (*] Balanc
[*3) The equity method of accounting has been suspended for investment in Songdo New City Development Inc., PSIB Co., Ltd. and Myanmar Korea Timber International
Ltd. as the Company’s net investments have been reduced to zero. Unrecorded changes in equity interests in these investments in 2010 amounted to W 9,717 million Zhongyue POSCO (Qinhuangdau) W 16,944 W (159) W (1,193] W 15,592 W 1,146 W 88 W 16,826
and the accumulated unrecorded changes in equity interest prior to 2010 amounted to ¥ 75,689 million which W 31,097 is accounted as loss in the current year Tinplate Industrial Co., Ltd.
[*4) Those investments were accounted for using the equity method because it has more than 40% of voting rights of the investee to exercise significant influence on the BX STEEL POSCO Cold 90,776 (23,086) (4,023) 63,667 21,739 716 86,122
investees and its percentage of shares has increased to 18.58%, according to the option contracts with foreign investors Rolled Sheet Co., Ltd.
[*5) These subsidiaries are newly included in equity method investments as a result of acquisition of Daewoo International Corporation Eureka Moly LLC 121,209 (305) (7,799) 113,105 (1,165) (2,763) 109,177
[*6) No shares have been issued in accordance with the local laws or regulations POS-GSFC LLC - (1,931) 1,931 - (2,796) 14,405 11,609
[*7) All of its shares are sold during the current year. NCRLLC - - - - (40) 23,97 23,931
[*8) Although the Company owns less than 20% equity interest in these investees, these investments were accounted for using the equity method because they are under AMCI (WA] Pty. Ltd. - - - - (12,459) 212,340 199,881
joint control. Myanmar Korea Timber - - - - (1,538) 1,538 -
International Ltd.(*3,5)
KOREA LNG Ltd. - - - - 15,463 122,243 137,706
(b) The movements of equity method investments as of and for the years ended December 31, 2010 and 2009 are as follows: DMSA, AMSA _ _ _ _ (220) 100,882 100,662
(in millions of Korean Won) Equity method Equity method Others 36,764 (1,059) (2,940) 32,765 7,112 21,074 60,951
Dec. 31 2008 Profits |Other Increase | Dec. 312009 Profits Other Increase | Dec. 312010 W 832536 W (6,880) W 1927 W 827583 W 303378 W 1604522 W 2735483
Investees Balance (Losses) | (Decrease) (*) Balance (Losses) | (Decrease) (*) Balance
(*] Other increase or decrease represents the changes in investment securities due to acquisitions, disposals, dividends received, changes in capital adjustments arising
eNtoB Corporation W 7519 W 418 W (241) W 769 W 333 W (8,029) W B from translations of financial statements of foreign investees and others.
Midas IT Co., Ltd. 6,926 1,229 149 8,304 1,329 = 9,633
Gale International Korea Inc. 6,983 5,038 (4,104) 7,917 3,623 - 11,540
(c) Details of differences between the initial purchase price and the Company’s initial proportionate ownership in the book value of the investees for
SNNC Co., Ltd. 59,020 34,244 (1 93,263 64,967 (12,691) 145,539
th ded D ber 31, 2010 and 2009 foll :
Chungju Enterprise City 7,686 (2,303) - 5,383 5,132 - 10,515 ¢ years ended becermben o are as onows
Taegisan Wind Power Corporation 5,273 (3,722) 9,404 10,955 (5,119) - 5,836 lin millions of Korean Wonl Dec. 31 2008 Increase Dec. 31 2009 Increase Dec. 31 2010
Cheongna International Business 3.354 (1.212) 17 2,159 (7.850) 41,741 36,050 Investee Balance (Decrease)  Amortization Balance (Decrease)  Amortization Balance
Town Co., Ltd.
Garolim Tidal Power Plant Co., Ltd. - (208) 11,249 11,041 (160) = 10,881 eNtoB Corporation W 696 W - W (183) W 513 W (513) W W -
Kyobo Life Insurance Co., Ltd. - - - - 174,879 1,128,110 1,302,989 SNNC Co., Ltd. 146 - (42) 104 1 (42) 63
KOBRASCO 57,656 25,611 15,676 98,943 51,378 (7,706) 142,615 CAML Resources Pty. Ltd. 7,751 ; (5,764) 1,987 , (1,987) -
USS-POSCO Industries (UPI) 51,330 (18,530) 13,161 45,961 (9,165) (5,789) 31,007 BX STEEL POSCO Cold Rolled 9,577 - (2,673) 6,904 1 (2,673) 4,232
Poschrome (Proprietary) Limited 5,004 6,237 2,240 13,481 361 15,133 28,975 Sheet Co., Ltd.
POSCO Bio Ventures L.P. 39,584 (5,037) (4,108) 30,439 - (30,439) - POS-GSFCLLE - 1.015 (1,015) - = 108500 T
CAML Resources Pty. Ltd. 31,959 (6,561) 4,839 30,237 13,673 10,245 54,155 AMCI [WA] Pty. Ltd. - - - - 209,634 - 209,634
Nickel Mining Company SAS 220,553 (3,634) (26,770) 190,149 7,744 (19,027) 178,866 Others 1,138 667 (956 849 (282) (407) 160
Hubei Huaerliang POSCO 10,552 122 (775) 9,899 (852) (9,047) S W 19.308 W 1,682 W (10,633) w 10357 W 217,386 W (6,590) W 221,153
Silicon Science & Technology
Co., Ltd.
An Khanh New City 21,184 (6,509) (2,032) 12,643 (10,475) (59) 2,109
Development Joint-Ventured
Company Ltd.
United Spiral Pipe LLC (USP) 32,260 (5,523) (2,753) 23,984 (13,662) 7,586 17,908
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POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

(d) Details on the elimination of unrealized gain or loss from inter-company transactions for the years ended December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) 2010 2009

Property, Plant Property, Plant

and Equipment and Equipment

and Intangible and Intangible
Investee Inventories Assets Total | Inventories Assets Total
eNtoB Corporation W - W - W - W 368 W L W 372
Midas IT Co., Ltd. - 5 5 - (8 (8)
SNNC Co., Ltd. (13,602) 1,115 (12,487) (11,686) 1,195 (10,491)
POSCO E&C Songdo International Building 9,556 - 9,556 4,742 - 4,742
KOBRASCO - - - 14,090 - 14,090
USS-POSCO Industries (1,311) = (1,311) 2,368 - 2,368
Poscrome (Proprietary) Limited (1,145) - (1,145) 9,279 - 9,279
Nickel Mining Company SAS (4,825) = (4,825) 4,935 - 4,935
United Spiral Pipe LLC (110) - (110) (14) - (14)
Zhongyue POSCO(Qinhuangdau) (802) - (802) (210) - (210)
Tinplate Industrial Co., Ltd.
POS-GSFC LLC (7) - (7) - - -
Myanmar Korea Timber International Ltd. (9) - (9) - - -
Others (960) 1,411 451 (5,943) 3 (5,940)

W (13,215) W 2,531 W (10,684) W 17,929 W 1,194 W 19,123

(e) Summary of financial information on equity-method investees as of and for the year ended December 31, 2010 is as follows:

(in millions of Korean Won)

Investee Total Assets Total Liabilities Sales Net Income (Loss)
SNNC Co., Ltd. W 648,682 W 305,401 W 519,871 W 149,246
Garolim Tidal Power Plant Co., Ltd. 35,340 1,473 = (561)
Taegisan Wind Power Corporation 81,051 66,563 9,168 (4,088)
Midas IT Co., Ltd. 61,350 23,434 40,810 5,792
Gale International Korea Inc. 59,564 20,970 36,651 12,224
Chungju Enterprise City 254,767 212,874 79,891 20,541
Cheongna International Business Town Co., Ltd. 456,044 265,318 - (241)
POSCO E&C Songdo International Building 367,396 379,823 9,472 (12,074)
Songdo New City Development Inc. 2,929,925 3,062,899 748,068 81,960
Kyobo life insurance Co., Ltd. 57,322,654 52,769,099 12,053,412 758,781
Nickel Mining Company SAS 527,296 96,859 176,775 23,484
Eureka Moly LLC 207,968 82,728 - (5,825)
KOBRASCO 351,211 65,981 131,859 89,254
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December 31, 2010 and 2009

(in millions of Korean Won)

Investee Total Assets Total Liabilities Sales Net Income (Loss)
BX STEEL POSCO Cold Rolled Sheet Co., Ltd. W 1,003,494 W 675,931 W 1,421,734 W 97,645
USS-POSCO Industries 459,290 381,712 1,018,389 (15,709)
CAML Resources Pty. Ltd. 210,319 65,298 265,014 46,970
United Spiral Pipe LLC 177,697 126,179 20,745 (38,719)
Zhongyue POSCO 150,510 91,795 165,117 5,811
(Qinhuangdau) Tinplate Industrial Co., Ltd.

Poschrome (Proprietary) Limited 76,611 7,693 69,126 6,306
An Khanh New City 194,004 189,787 - (14,122)
Development Joint-Ventured Company Ltd.

POS-GSFC LLC 50,132 40,041 27,691 (1,837)
NCRLLC 14,379 226 - (201)
AMCI (WA) Pty. Ltd. 11,521 31,424 - 19,754
Myanmar Korea Timber International Ltd. 9,032 11,136 10,665 (613)
KOREA LNG Ltd. 13,850 87 79,030 77,315
DMSA, AMSA 5,301,319 3,930,064 = (3,857)
Others 438,844 262,708 1,053,549 22,039

8. Natural Resources Exploration Investments

As of December 31, 2010, investments in exploration and development, including the Myanmar mining site, of natural resources such as natural gas and

mineral reserves are as follows:

(in millions of Korean Won) Book Value
Myanmar A-1 Mining W 624,708
Myanmar A-3 Mining 338,685
Australia Narrabri and others 116,221
Myanmar AD-7 Mining 44,499
Uzbekistan 35/36 Mining 25,349
Russia West Kamchatka Mining 9,573
Others 4,980

W 1,164,015

In relation to the above investments, borrowings from Korea National Oil Corporation and others amounting to W 153,945 million (USD 145 million) are

accounted as other long-term liabilities.
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POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009 December 31, 2010 and 2009

9. Property, Plant and Equipment

(a) Property, plant and equipment as of December 31, 2010 and 2009 are as follows:

(b) The changes in the carrying value of property, plant and equipment for the years ended December 31, 2010 and 2009

, are as follows:

(in millions of Korean Won)

For the year ended December 31, 2010

Beginning Acquisition Depreciation Consolidation Ending
(in millions of Korean Won] 2010 Balance (*1) Disposal (*2) Others (*3) | Adjustments Balance
Buildings and structures W 10,466 444 8,511,720 Land W 2,142,621 W 221,158 W  (65,568) W - W 199,357 W  (30,945) W 2,466,623
Machinery and equipment 35,998 538 31,538,967 Buildings 3,429,518 1,095,756 (115,236) (294,081) 418,681 (90,313) 4,444,325
Vehicles 282,535 228,082 Structures 1,648,110 650,930 (36,982) (144,924) 73,794 (71,552) 2,119,376
Tools 295,087 419.818 Machinery and equipment 10,071,348 4,543,685 (37,947) (2,286,476) 360,047 (224,618) 12,426,039
Furniture and fixtures 408,279 314,052 Vehicles 51,065 23,140 (5,077) (18,809) 15,406 (1,583) 64,142
Capital lease assets 62,634 31,830 Tools 68,355 46,401 (2,616) (29,135) (7,529) (33) 75,443
47513517 41,064.469 Furniture and fixtures 86,024 76,389 (5,880) (40,639) 14,030 (7,040) 122,884
Less: Accumulated depreciation (28,083.031) (25.664.723) Financial Lease assets 23,565 32,982 (573) (11,864) (1,035) - 43,075
Less: Accumulated impairment loss (130,563) (156) Construction-in-progress 4,319,179 5,591,920 (61,120) - (6,249,019) 336,282 3,937,242
Less: Government grants (4.640) (1.605) W 21,839,785 W 12,282,361 W (330,999) W (2,825,928) W (5,176,268) W  (89,802) W 25,699,149
19,295,283 15,377,985 (*1) Includes assets transferred from construction-in-progress.
(*2) Includes depreciation expenses of idle property.
Land 2,470,423 2,142,621 (*3) Includes foreign currency translation adjustments, asset transfers and adjustments resulting from the effect of changes in the scope of consolidation and others.
Construction-in-progress 3,937,242 4,319,179
Less: Accumulated impairment loss (3,799 -
W 25,699,149 21,839,785

(in millions of Korean Won)

For the year ended December 31, 2009

Beginning Consolidation Ending
Balance Acquisition Disposal | Depreciation Others | Adjustments Balance

The value of land based on the posted price issued by the Ministry of Land, Transport and Maritime Affairs amounted to W 5,045,356 million and W 4,358,124
million as of December 31, 2010 and 2009, respectively. Land W 1,861,451 W 153,118 W (26,083) W - W 160,305 W (6,170) W 2,142,621
Buildings 2,855,902 876,087 (43,536) (245,517) 155,786 (169,204) 3,429,518
As of December 31, 2010 and 2009, property, plant and equipment are insured against fire and other casualty losses for up to W 22,031,048 million and Structures 1,590,231 196,500 (10,773) (150,340]) 99,480 (76,988 1,648,110
W 16,946,755 million, respectively. In addition, the Company carries general insurance for vehicles and accident compensation insurance for its employees. Machinery and equipment 8,635,599 3,332,801 (165,204) (2,005,954] 813,289 (539,183) 10,071,348
Vehicles 33,923 56,976 (23,383) (17,294) 1,323 (480) 51,065
In accordance with the Asset Revaluation Law, POSCO and certain subsidiaries revalued a substantial portion of their property, plant and equipment, and Tools 94,396 38,580 (2,180] (33,519) (28,490) (432) 68,355
increased the related amount of assets by W 3,942 billion as of December 31, 2000, the latest revaluation date. The revaluation surplus amounting to W 3,225 Furniture and fixtures 90,034 36,342 (2,305) (37,445) 3,682 (4,284) 86,024
billion, net of related tax and transfers to capital stock, was credited to capital surplus, a component of shareholders’ equity. Financial Lease assets 10,579 3,410 (10) (6,840] 16,426 B 23565
Construction-in-progress 2,896,984 5,587,395 (32,049) - (3,788,448) (344,703) 4,319,179
W 18,069,099 W 10,281,209 W (305,523) W (2,496,909) W (2,566,647) W (1,141,444) W 21,839,785

ANNUAL REPORT 2010 156

157

ONE STEP CLOSER



POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued
December 31, 2010 and 2009

(c) The Company entered into a capital lease contract with Ilshin Shipping Co., Ltd. for a Ro-Ro (roll-on roll-off) ship for the exclusive use of transporting

plates and others. As of December 31, 2010, future minimum lease payments under such a capital lease are as follows:

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

(in millions of Korean Won) Minimum Lease Payments

10. Intangible Assets

(a) Intangible assets, net of accumulated amortization, as of December 31, 2010 and 2009 are as follows:

Less 1 year W 14,914
1 ~5years 19,627
Over 5 years 4,138

W 38,679
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(in millions of Korean Won) 2010 2009
Goodwill W 1,465,674 W 272,092
Negative goodwill (9,819) (10,352)
Intellectual property rights 144,614 51,994
Research and development costs, net of government grants 92,865 48,496
Port facilities usage rights 107,240 99,552
Long-term electricity supply contract rights 41,795 48,483
Others (*1) 1,319,083 119,704
W 3,161,452 W 629,969

(*1) Other intangible assets include appraisal differences of ¥ 927,080 million related to customer relationships when acquiring Daewoo International and ¥ 178,376
million related to technical skills, customer relationships and new contracts remaining during acquisition of Sungjin Geotec Co., Ltd.

(b) The changes in the carrying value of intangible assets for the year ended December 31, 2010 and 2009 are as follows:

(in millions of Korean Won)

For the year ended December 31, 2010

Beginning Recovery Consolidation Ending

Balance Acquisition Disposal | (Amortization) Others (*1) | Adjustments Balance

Goodwill W 272,092 W 1,267,818 W - W (68,460) W (5,776) W - W 1,465,674

Negative goodwill (10,352) (2,133) - 98 2,568 - (9,819)

Intellectual property rights 51,994 8,496 (2,322) (2,419) 10,331 78,534 144,614

Research and development 48,496 27,202 (11,392) (16,211) 55,225 (10,455) 92,865
costs, net of government grants (*2)

Port facilities usage rights 99,552 28,165 - (15,626) - (4,851) 107,240

Long-term electricity supply 48,483 - - (6,688) - - 41,795

contract rights

Others 119,704 121,365 (1,470 (98,642) 51,266 1,126,860 1,319,083

W 629,969 W 1,450,913 W (15,184) W (207,948) W 113,614 W 1,190,088 W 3,161,452

(*1) Includes transfers of an asset, adjustments arising from foreign currency translations and changes in consolidation scope, and others.

(*2) The Company has capitalized certain costs related to the ERP system and production innovation as other intangible assets
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[in millions of Korean Won) For the year ended December 31, 2009

Beginning Recovery Consolidation Ending

Balance Acquisition Disposal | (Amortization) Others | Adjustments Balance

Goodwill W 270,842 W 39,527 W - W (38,353) W 76 W - W 272,092
Negative goodwill (575) (11,468) - 1,766 (75) - (10,352)
Intellectual property rights 18,266 40,917 (2,420) (5,340) 571 - 51,994
Research and development 82,221 37,013 (8,535) (14,302) (47,689) (212) 48,496
costs, net of government grants
Port facilities usage rights 116,078 1,680 - (18,090) - (116) 99,552
Long-term electricity supply 55,170 - - (6,687) - - 48,483
contract rights
Others 181,765 29,113 (1,518) (70,661) (14,436) (4,559) 119,704

W 723,767 W 136,782 W (12,473) W (151,667) W  (61,553] W (4,887) W 629,969

(c) The amortization expenses for the years ended December 31, 2010 and 2009 were allocated as follows:

(in millions of Korean Won) 2010 2009

Cost of goods sold W 45,762 W 72,028

Selling and administrative expenses 162,186 79,639
W 207,948 W 151,667

(d) Details of significant goodwill are as follows:

(in millions of Korean Won) Remaining
Description 2010 2009 Useful Life
Goodwill Excess investment amount over fair W 1,145,477 W - 19 years
value in Daewoo International Corporation
Excess investment amount over fair - 26,471 -
value in POSCO Power Corp.
Excess investment amount over fair 187,699 198,580 17 years

value in Daewoo Engineering Company

Excess investment amount over fair 78,742 - 4 years
value in Sungjin Geotec Co., Ltd.

Excess investment amount over fair 29,036 36,955 4 years
value in POSCO VST Co., Ltd.

W 1,440,954 W 262,006
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(e) Research and development costs incurred for the years ended December 31, 2010 and 2009 were W 537,025 million and W 452,589 million, respectively.
Research and development costs amounting to W 395,238 million and ¥ 368,207 million were classified to cost of goods sold, while W 141,787 million and

W 84,382 million were classified to selling and administrative expenses for the years ended December 31, 2010 and 2009, respectively.

(f) The estimated aggregated amortization expenses for each of the next five fiscal years are as follows:

(in millions of Korean Won)

Period Amount
2011 W 121,195
2012 117,377
2013 113,614
2014 110,265
2015 93,365

W 555,816

11. Pledged Assets

(a) Details of assets pledged as collateral for short-term borrowings and long-term debts, as well as for performance guarantee, as of December

31, 2010 and 2009 are as follows:

(in millions of Korean Won) Beneficiaries 2010 2009

Inventories The Export-Import Bank of Korea W 27,000 W -
Land Mizuho Bank and others 223,873 220,732
Buildings and structures Korea Development Bank and others 65,820 105,465
Machinery and equipment Kookmin Bank and others 159,549 387,828
Short-term financial instruments Korea Development Bank 900 2,000
Trade accounts and notes receivable Mizuho Bank and others 41,711 53,898
Available-for-sale securities (*1) Exchangeable bond holder and others 973,797 1,233,523
Held-to-maturity securities (*2) Gyeongsangbuk-do provincial office 31,908 31,675
Equity method investments Related creditors 410,203 15,793

W 1,934,761 W 2,050,914

(*1) As of December 31, 2010, 2,110,486 shares, equivalent to 18,994,379 American Depository Receipts ("ADRs"] of SK Telecom Co., Ltd. have been pledged as collateral
for the exchangeable bonds issued (note 14) and 103,951,000 shares of Nippon Steel Corporation have been pledged as collateral for the 1st samurai bonds issued.

(*2) As of December 31, 2010, government bonds and bonds issued by Seoul Metropolitan Rapid Transit Corp., amounting to ¥ 29,830 million and W 1,978 million,
respectively, were provided as collateral to the Gyeongsangbuk-do Provincial Office as guarantee for environmental remediation of POSCO No. 4 disposal site.

161 ONE STEP CLOSER



POSCO AND SUBSIDIARIES POSCO AND SUBSIDIARIES

Notes to Consolidated Financial Statements, continued Notes to Consolidated Financial Statements, continued
December 31, 2010 and 2009 December 31, 2010 and 2009

(b) Details of loans from foreign financial institutions guaranteed by Korea Development Bank as of December 31, 2010 and 2009 are as follows: 13 Short_term BorrOWingS and current Portion Of Long_term Debt
(in millions of Korean Won) 2010 2009
Financial institution Foreign Currency Won Equivalent Foreign Currency Won Equivalent (a) Short-term borrowings as of December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) Annual

Interest Rate

Korea Development Bank EUR 3,327,892 W 5,037 EUR 3,964,242 W 6,637 Financial Institutions (%) 2010 2009

Won currency borrowings

The Export-Import Bank of 0.99 ~7.61 KRW 626,710 W 626,710 733,867 W 733,867
Bank and others for their contract commitments. Korea and others

(c) As of December 31, 2010, POSCO and its subsidiaries were provided with guarantees amounting to W-1,593,649 million from Korea Exchange

Foreign currency borrowings

Bank of America 0.50~1.80 USD 163,126,018 213,295 87,641,601 104,833
12_ Other Assets CNY 159,484,354 14,629,409
Shinhan Bank and others 0.71~17.00 USD 3,241,259,377 4,998,365 1,192,237,238 2,387,101
Other assets as of December 31, 2010 and 2009 are as follows: JPY  46,424,820,531 40,030,261,210
(i illions of Korean Worl 2010 2009 CNY  2,031,945,272 1,876,379,123
MYR 229,446,223 171,400,734
Other current assets VND 875,990,790,739 252,735,770,675
Short-term loans receivable w 282,206 W 163,932 D 50,000,000
Accrued income 51,600 64,370 THB 820,000,000 1,170,000,000
Prepaid expenses 65,339 45,140 MMK 400,000,000 1,184,424,000
Others 221,439 76,233 NTD 85,814,000 40,000,000
620,584 349,675 ECR el -
Less: Allowance for doubtful accounts (58,150) (33,286) PLN 8,068 -
w 562,434 W 316,389 IR sl -
5,211,660 2,491,934
Other long-term assets W 5,838,370 W 3,225,801
Other investment assets W 767,274 513,878
Less: Allowance for doubtful accounts (3,957) (1,636)
W 763,317 W 512,242
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(b) Current portion of long-term debt as of December 31, 2010 and 2009 are as follows:

December 31, 2010 and 2009

(in millions of Korean Won)

Annual
Interest Rate

POSCO AND SUBSIDIARIES

Notes to Consolidated Financial Statements, continued

14. Long-term Debt

(a) Debentures as of December 31, 2010 and 2009 are as follow:

December 31, 2010 and 2009

Financial Institutions (%) 2010 2009
Debentures
Domestic and foreign 1.55~7.51 KRW 1,180,000 2,941,300 212,000 W 317,084
debentures
usD 543,100,000 90,000,000
JPY  79,000,000,000 -
Less: Discount on debentures (58,930) (219)
issued
Add: Premium on debenture 42,024 -
redemption
2,924,394 316,865
Won currency borrowings
National Agricultural Cooperative 1.00~8.21 KRW 195,179 195,179 226,622 226,622
Federation and others
Foreign currency borrowings
The Export-Import Bank of 0.55~13.20 USD 51,362,344 307,375 138,000,000 242,335
Korea and others
JPY  4,067,628,600 10,401,835,976
VND - 2,443,430,595
MYR 5,409,167 9,680,526
CNY  1,059,632,000 -
EUR 4,567,379 -
PLN 768,000 -
Add: Premium on debentures 2,651 -
issued
505,205 468,957
Loans from foreign financial
institutions
NATIXIS 2.00 EUR 636,350 963 636,350 1,065
3,430,562 W 786,887
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(in millions of Korean Won) Annual
Interest Rate
Issue date Maturity (%) 2010 2009
Domestic 03/28/2006 03/19/2010 2.05~8.75 KRW 4,960,050 W 4,960,050 3,372,050 W 3,372,050
Debentures (*2) ~ ~
12/01/2010 08/27/2019
uUsD 723,100,000 862,609 340,000,000 396,984
JPY 9,000,000,000 125,737 9,000,000,000 113,654
9th Samurai Bonds (Public)  06/28/2006 06/28/2013 2.05 JPY  50,000,000,000 698,540 50,000,000,000 631,410
1st Samurai Bonds (Private]  12/29/2008  12/29/2011 Tibor +1.6 JPY 50,000,000,000 698,540 50,000,000,000 631,410
1st FRN 11/11/2008  11/11/2011 Tibor +2.6 JPY  20,000,000,000 279,416 20,000,000,000 252,564
1st Euro Bonds 08/10/2006 08/10/2016 5.88 usD 300,000,000 341,670 300,000,000 350,280
Exchangeable Bonds (*1) 08/19/2008 08/19/2013 - JPY  52,795,000,000 737,588 52,795,000,000 666,706
1st Global Bonds 03/26/2009 03/26/2014 8.75 usD 700,000,000 797,230 700,000,000 817,320
2nd Global Bonds 10/28/2010 10/28/2020 4.25 usD 700,000,000 797,230 - -
10,298,610 7,232,378
Add: Premium on 6,442 -
debentures issued
Add: Premium on bond 11,138 10,067
redemption
Less: Current portion (2,941,300) (317,084)
Less: Discount on (64,930) (70,449)
debentures issued
W 7,309,960 W 6,854,912

(*1) On August 19, 2008, the Company issued exchangeable bonds,
as follows:

which are exchangeable with 18,994,379 SK Telecom Co., Ltd. ADRs.

Details of exchangeable bonds are

Issuance date:

Maturity date:

Rate:

Face value:

Issuance price:

Premium on bond redemption
Exchangeable price:

Fair value of an exchangeable right at issuance:

Fair value of an exchangeable right as of December 31, 2009:

Exercise period of exchangeable right:

Exercise date of put by bondholders:

August 19, 2008

August 19, 2013

Interest rate of zero percent
JPY 52,795,000,000

JPY 52,424,229,136

JPY 797,204,500 (redeemed on put date or maturity date)

JPY 2,999.11/ADR
JPY 2,867,605,334
JPY 63,354,000

Commencing ten business days following the issuance date
until ten business days prior to maturity date

August 19, 2011
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[*2) One of the subsidiaries, Daewoo International Corporation issued the convertible bonds with a face value of USD 300 million at 100% of face value on July 6, 2009. The

(in millions of Korean Won) Annual
convertible bonds will be redeemed at 111.27% of the face value at the maturity date on July 6, 2014 (guaranteed yield to maturity: 5.25%), unless redeemed or Interest Rate
converted early. The convertible bonds may be early redeemed on July 6, 2011 at the option of the bondholders at 104.16% of the face value and as a result, they were Financial Institutions (%) 2010 2009
classified as current portion of long-term debt during the current year. Furthermore, the convertible bonds may be early redeemed at the option of the bondholders in
certain events such as the change of the parties controlling Daewoo International Corporation. Also, at Daewoo International Corporation’s option, the convertible
bonds may be early redeemed on or after July 6, 2012, provided that the market price of Daewoo International Corporation’s common stock is above 130% of the Foreign currency
conversion price for at least 20 consecutive trading days. On the other hand, the convertible bonds can be converted into 1 common shares per the face value of PLN 2 059 356
31,450 from July 6, 2010 to June 23, 2014. ’ ’
CAD 12,276,632 -
Less: Current portion (307,375) (242,335)
Less: Present value (22,176) -
(b) Long-term debt as of December 31, 2010 and 2009 are as follows: discount
[in millions of Korean Won) Annual 1,861,494 982,982
_ _ o Interest Rate W 3,294,550 W 1,369,297
Financial Institutions (%) 2010 2009

(*1) The average yield of a 3-year government bond is utilized for the annual interest rate calculation. The average yield of a 3-year government bond is rounded off to the
nearest 0.25%.

Won currency .
(*2) The borrowing is related to the exploration of gas fields in the Aral Sea and Namangan-Chust in Uzbekistan with Korea National Oil Corporation ["KNOC") [note 17).

The Korea Resources Representative ~ KRW 55,114 W 55,114 55,114 W 55,114
Corporation Borrowing (*3) The borrowing is related to the APl iron ore, mine and other development work in Australia.
Rate (*1) - 2.25
Woori Bank Representative ~ KRW 35,488 35,488 20,405 20,405
Borrowing
Rate (*1) - 1.25 (c) Loans from foreign financial institutions as of December 31, 2010 and 2009 are as follows:
National _Forestry 1.50 KRW 746 746 - - (in millions of Korean won) Annual
Corpora_tlve Interest Rate
Federation (%) 2010 2009
The Korea Development 1.00 ~10.48 KRW 1,536,887 1,536,887 537,418 537,418
Bank
and others NATIXIS 2.00 EUR 3,327,892 W 5,037 3,964,241 W 6,637
Less: Current portion (195,179) (226,622) Less: Current portion (963) (1,065)
1,433,056 386,315 W 4,074 W 5,572
Foreign currency
Korea National Oil Representative UsD 7,027,711 8,429 4,549,590 5,578
Corporation (*2) Borrowing (d) Aggregate maturities of long-term debt as of December 31, 2010 are as follows:
Rate (*1] - 2.25
(in millions of Korean Won) Loans From
The Export-Import Bank 4.09~450 USD 323,800,000 368,776 - - Foreign Currency Foreign Financial
of Korea (*3) Period Debentures (*) Borrowings Borrowings Institutions Total
The Korea Development 0.55~8.00 USD 457,426,838 1,813,840 618,377,590 1,219,739
Bank and others
2011 W 2,983,324 W 195,179 W 307,375 W 963 W 3,486,841
JPY 38,557,601,262 18,409,435,976
2012 790,050 425,137 590,788 963 1,806,938
CNY 2,583,696,500 1,307,960,156
2013 2,582,268 309,291 483,958 963 3,376,480
MYR 49,409,167 149,680,526
2014 1,357,230 120,676 229,568 963 1,708,437
VND 2,338,613,695 2,443,430,595
Thereafter 2,638,900 577,952 579,356 1,185 3,797,393
EUR 77,580,568 -
W 10,351,772 W 1,628,235 W 2,191,045 W 5,037 W 14,176,089
INR  3,373,240,000 -
AUD 69 358.457 _ (*] The amount includes a premium on bond redemption.
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15. Provision for Severance Benefits 16. Other Liabilities
(a) The changes in accrued severance benefits for the years ended December 31, 2010 and 2009 are as follows: Other liabilities as of December 31 2010 and 2009 are as follows:
(in millions of Korean Won) 2010 2009 (in millions of Korean Won) 2010 2009
Estimated severance benefits at the beginning of period W 1,112,963 W 1,176,070 Other current liabilities
Provision for severance benefits 376,970 79,186 Unearned revenue W 7,745 W 2,355
Payment (114,020) (144,007) Derivatives liabilities 88,571 35,678
Others (*) 58,180 1,714 Others 328,607 96,149
Estimated severance benefits at the end of period W 1,434,093 W 1,112,963 W 424,923 W 134,182
Transferred to National Pension Fund (1,579) (1,751) Other long-term liabilities
Deposits for severance benefits trust (993,412) (810,791) Reserve for allowance W 113,975 W 40,718
Net balance at the end of period W 439,102 W 300,421 Derivatives liabilities 11,925 8,831
[*) Includes foreign currency adjustments, changes in consolidation scope and others. Liability related to stock appreciation rights 30,057 54272
Deposit received 664,004 152,386
Others 242,250 54,280
(b) The Company expects to pay the following future benefits to its employees upon their normal retirement age: W 1,062,211 W 310,487

(in millions of Korean Won)

Period Amount
20M W 48,518
2012 80,769
2013 71,371
2014 101,543
2015 ~ 2020 824,632

W 1,126,833

The above amounts were determined based on the employee’ current salary rates and the number of service years that will be accumulated upon
their retirement date. These amounts do not include amounts that might be paid to employees that will cease working with the Company before

their normal retirement age.

ANNUAL REPORT 2010 168 169 ONE STEP CLOSER



POSCO AND SUBSIDIARIES

Notes to Consolidated Financial Statements, continued

17. Commitments and Contingencies

(a) As of December 31, 2010, contingent liabilities on outstanding guarantees provided for the repayment of loans of affiliated companies are as follows:

POSCO AND SUBSIDIARIES

Notes to Consolidated Financial Statements, continued

(in millions of Korean Won)

Grantors

Entity Being Guaranteed

Financial Institution

Amount
Guaranteed

Won Equivalent

(in millions of Korean Won)
Amount
Grantors Entity Being Guaranteed Financial Institution Guaranteed Won Equivalent
POSCO POSCO Investment Co., Ltd. HSBC and others uUsD 477,000,000 543,255
MYR 240,000,000 88,644
CNY 630,000,000 108,675
POSCO-Vietnam Co., Ltd. The Export-Import Bank USsD 230,000,000 261,947
and others
JPY 4,806,750,000 67,154
POSCO Maharashtra Steel The Export-Import Bank uUsD 69,000,000 78,584
Private Limited.
BX STEEL POSCO Cold Bank of China and others usD 11,760,000 13,394
Rolled Sheet Co., Ltd.
CNY 48,744,470 8,408
United Spiral Pipe, LLC Comerica Bank USsD 25,000,000 28,473
POSCO E&C Co., Ltd. Taegisan Wind Power Korea Development Bank KRW 7,500 7,500
Corporation
International Business Center The Export-Import Bank usD 20,000,000 22,778
Corporation
POSCO E&C Vietnam Co., The Export-Import Bank and usD 75,500,000 85,987
Ltd. (formerly, POSLILAMA others
E&C Co., Ltd.)
POSCO E&C Songdo Hana Bank and others KRW 360,000 360,000
International Building
Chungju Enterprise City NH Bank KRW 28,226 28,226
Development Co., Ltd.
Daewoo Engineering Company - uUsD 445,400,000 507,266
POSCO P&S Co., Ltd. POSCO Canada Ltd. Hana Bank usD 12,484,500 14,219
(formerly, Posteel
Co., Ltd.)
POSCO Investment POSCO MPC S.A.de C.V. BOTM UsD 70,600,000 80,406
Co., Ltd.
POSCO-Malaysia SDN BHD HSBC and others MYR 115,011,101 42,479
POSCO-Mexico Co., Ltd. HSBC usD 170,000,000 193,613
POSCO-Poland Wroclaw HSBC EUR 10,600,000 16,044
Steel Processing Center
Co., Ltd.
Qingdao Pohang Stainless Standard Chartered uUsD 42,000,000 47,834
Steel Co., Ltd.
Zhangjiagang Pohang Bank of China and others CNY 630,000,000 108,675
Stainless Steel Co., Ltd.
uUsD 295,000,000 335,976
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POSCO-Japan Co., Ltd. POSCO-JKPC Co., Ltd. Mizuho Bank and others JPY 2,297,600,000 32,099
POSCO-JNPC Co., Ltd. Mizuho Bank and others JPY 3,390,000,000 47,361
POSCO-JOPC Co., Ltd. Mizuho Bank and others JPY 2,922,500,000 40,830
POSCO-JYPC Co., Ltd. Mizuho Bank and others JPY 2,907,150,190 40,615
POSCO AST Co., Ltd. DaiMyung TMS Co., Ltd. Woori Bank and others KRW 27,500 27,500
Daewoo International DMSA, AMSA The Export-Import Bank UsD 121,340,000 138,194
Corporation and others
POSCO-Indonesia Jakarta POSCO Investment USsD 1,000,000 1,139
Processing Center, PT
Daewoo International Korea Exchange Bank UsD 5,105,000 5,814
(America) Corp. New York and others
Daewoo International SHB EUR 890,300 1,348
Deutschland GmbH
Daewoo International SBJ and others JPY 2,450,000,000 34,228
Japan Corp.
Daewoo International SCB and others uUsD 14,495,000 16,508
Singapore Pte Ltd.
Daewoo Cement Credit Agricole EUR 27,989,750 42,365
(Shandong] Co., Ltd.
The Export-Import Bank uUsD 34,804,477 39,639
China Construction Bank CNY 80,000,000 13,801
and others
Daewoo Textile Bukhara The Export-Import Bank USsD 33,250,000 37,868
LLC
Daewoo Paper Hana Bank (China) usD 2,800,000 3,189
Manufacturing Co., Ltd.
POSCO China Holding POSCO SeAH Steel Wire POSCO Investment Co., Ltd. USsD 1,875,000 2,135
Corp. (Nantong] Co., Ltd.
Daewoo (China) Co., Ltd. Shanghai Lansheng Bank of Communications usD 12,500,000 14,236
Daewoo Corporation
Daewoo Textile Fergana Daewoo Textile Bukhara NBU uzs 6,519,620 9
LLC. LLC
3,588,411

As of December 31, 2009, contingent liabilities on outstanding guarantees provided for the repayment of loans of affiliated companies amounted to

W 2,103,286 million.
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(b) As of December 31, 2010, contingent liabilities on outstanding guarantees provided to non-affiliated companies for the repayment of loans are as

follows:

(in millions of Korean Won)

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

(c) As of December 31, 2010, the Company and certain subsidiaries acquired certain tools and equipment under operating lease agreements with
Macquarie Capital Korea Co., Ltd. and others. The Company’s lease expenses, with respect to the above lease agreements, amounted to ¥ 12,116

million for the year ended December 31, 2010. Future lease payments under the above lease agreements are as follows:

(in millions of Korean Won)

Period Amount
2011 W 10,552
2012 6,919
2013 3,886
2014 317
2015 71
Thereafter 1

W 21,746

(d) As of December 31, 2010, the Company and certain subsidiaries are defendants in legal actions arising from the normal course of business. Details

are as follows:

(in millions of Korean Won)

Amount
Grantors Entity Being Guaranteed Financial Institution Guaranteed Won Equivalent
POSCO Zeus (Cayman) Ltd. Related creditors JPY 52,795,000,000 W 737,588
POSCO E&C Co., Ltd. The first district of Kookmin Bank KRW 34,781 34,781
Minrak, Busan
Association of the 4th NH Bank KRW 3,000 3,000
district of Yongsan
POSCO P&S Co., Ltd. GIPI Qatar National Bank usD 12,000,000 13,667
(formerly, Posteel Co., Ltd.] and others
Asia Specialty Steel Yamaguchi Bank and others JPY 2,700,000,000 37,721
Co., Ltd.
Sebang Steel The Bank of Fukuoka, Ltd. JPY 245,000,000 3,423
POSCO Plant Engineering  Halla Precision Eng. Shinhan Bank and others KRW 112,970 112,970
Co., Ltd. Co., Ltd. and others
POSCO ICT Co., Ltd. Jeonnong school Industrial Bank of Korea and KRW 1,338,175 1,338,175
keeper co. and others others
POSCO M-TECH Co., Ltd.  Pyungsan Si Co., Ltd. Seoul Guarantee Insurance KRW 748 748
(formerly, Samjung Packing Company
& Aluminum
Co., Ltd.)
PHP Co., Ltd. Expo apartment Kookmin Bank KRW 387,849 387,849
Daewoo Engineering Sen Structural Engineers Youngdong Construction KRW 117 17
Company Co., Ltd. Co., Ltd. and others
Hyundai ENG Co., Ltd. Samsung C&T Corporation KRW 63,636 63,636
and others
Samijin Solar Light Energy Hana Bank KRW 81,393 81,393
Co., Ltd. and others
Daewoo International Sherritt International The Export-Import Bank of usD 5,995,539 6,828
Corporation Corporation Korea
Ambatovy Project The Export-Import Bank of usD 40,279,361 45,874
Investments Ltd. Korea
W 2,867,770

As of December 31, 2009, the Company had outstanding payment guarantees for non-affiliated companies and others amounting to ¥ 984,063 million.
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Company Plaintiff Amount Description
POSCO Retired Employees and others 8,035 12 lawsuits including claim for recapture of treasury stock by
retirees
POSCO E&C Co., Ltd. Korea Development 73,205 47 lawsuits including claim for surety obligations of Korea
Financing Corporation Development Financing Corporation
and others
POSCO P&S Co., Ltd. Samijin Line Co., Ltd. 1,817 3 lawsuits including claims for damages related to import and
(formerly, Posteel Co., Ltd.) and others export business
POSCO ICT Co., Ltd. NRT Korea Co., Ltd. 1,324 6 lawsuits including litigation on subcontract service fees
POSCO Plant Engineering Taeyang Precision Enterprise 488 2 lawsuits including litigation on construction project payments
Co., Ltd. Co., Ltd. and others
Daewoo Engineering Hanjin Heavy Industries & 5,494 8 lawsuits including claims for damage of fishing business
Company Construction Co., Ltd. related to construction of YangYang International Airport
Sungjin Geotec Co., Ltd Vision Machinery Co., Ltd. 332 Lawsuit against claim for insurance payment
Daewoo International Industrial Development 1,274 12 lawsuits including claim for surety obligations

Corporation Bank of India and others
POSCO NST Co., Ltd.

POSEC Hawaii Inc.

Jungwoo Machinary Co., Ltd. 285 Lawsuit on the claim for payment of supplying facilities

Resident committee of 900
membership resort

Lawsuit on the claim for compensation and defect-repair

POSCO E&C (Beijing) Beijing Lantian Jianzhu 654 Lawsuit against proving the truth about the evidence of
Co., Ltd. Gongcheng Youxiangongsi subcontractor payment
and others

Although the outcome of these matters is uncertain, the impacts of these matters are not expected to be material on the Company.
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(e) POSCO entered into long-term contracts to purchase iron ore, coal, nickel, chrome and stainless steel scrap. These contracts generally have
terms of more than three years and provide for periodic price adjustments to the market price. As of December 31, 2010, 308 million tons of iron

ore and 52 million tons of coal remained to be purchased under such long-term contracts.

(f) On August 1, 2005, POSCO entered into an agreement with Tangguh Liquefied Natural Gas (LNG] Consortium in Indonesia regarding the
commitment to purchase 550 thousand tons of LNG annually for 20 years. Purchase price is subject to change, following change of monthly standard

oil price (JCC) and also price of ceiling is applicable.

(g] POSCO entered into commitments with Korea National Qil Corporation of foreign currency long-term borrowings, which are limited up to the
amount of USD 6.86 million and USD 3.54 million. The borrowings are related to the exploration of gas hydrates in Aral Sea, Uzbekistan and the
exploration of gas hydrates in Namangan-Chust, respectively. The repayment of borrowings depends on the success of the project. POSCO is not
liable for the repayment of full or part of money borrowed if the project fails and also POSCO has agreed to pay a certain portion of its profits under

certain conditions as defined by borrowing agreements.

(h) As of December 31, 2010, commitments and other contingencies provided to non-affiliated companies are as follows:

1) As of December 31, 2010, POSCO has bank overdraft agreements of up to W 200,000 million with Woori Bank and six other banks. In addition,
POSCO entered into a credit purchase loan agreement with Industrial Bank of Korea and four other banks for credit lines of up to ¥ 770,000
million and a short-term borrowing agreement of up to W 150,000 million with Woori Bank. POSCO has an agreement with Woori Bank and
others to open letters of credit, documents against acceptance and documents against payment amounting to USD 1,000 million and to borrow
USD 1,300 million in foreign short-term borrowings. The accounts receivables in foreign currency sold to financial institutions and outstanding

as of December 31, 2010, amount to USD 194 million for which POSCO is contingently liable upon the issuers’ default.

2) POSCO E&C Co., Ltd. has provided the completion guarantees for Samsung Corporation and Namkwang Engineering & Construction Co., Ltd.
amounting to W 3,688,900 million while Samsung Corporation and SK Engineering & Construction Co., Ltd. provides the completion guarantees
and payment guarantees on customers’ borrowings on behalf of POSCO E&C Co., Ltd. amounting to W 1,743,914 million as of December 31,
2010. Also, POSCO E&C Co., Ltd. has loan agreements of up to W 260,000 million, USD 308 million with Woori Bank and W 53,000 million with

Korea Exchange Bank.

3) As of December 31, 2010, POSCO E&C Co., Ltd. has provided eleven blank promissory notes, eleven blank checks and six other notes,
approximately amounting to ¥ 61,704 million, to Korea Housing Guarantee Co., Ltd. and other financial institutions as collateral for agreements
and outstanding loans. In addition, POSCO E&C Co., Ltd. has entered into a contract to guarantee the borrowings of subcontractors amounting

to W 1,136,938 million with financial institutions and also has entered into contracts to guarantee borrowings related to redevelopment project
costs, civil engineering and SOC projects amounting to W 70,464 million. POSCO E&C Co., Ltd. has provided supplementary funding agreements
to subcontractors to make stable progress in the operation and guaranteed the borrowings related to intermediate payment of buyers amounting
to W 36,856 million.
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4) As of December 31, 2010, POSCO E&C Co., Ltd. has given the call option as a construction investor of the Cheongna International Business
Town Co., Ltd. according to shareholders’ agreement and the foreign investors and financial investors have the put option to be able to sell

its equity to the construction investors under certain conditions. POSCO E&C treated this option contract as a financing arrangement with
security collateral as construction investors have the risk and benefit of the equity held by Pangaea Bluehil B.V and Standard Chartered First
Bank (“the financial investors”). Accordingly, POSCO E&C recorded W 41,741 million of equity method investment and debt and W 4,944 million

of interest expense for the year ended December 31, 2010.

5) As of December 31, 2010, POSCO P&S Co., Ltd. (formerly, Posteel Co., Ltd.] has entered into local and foreign credit agreements, of up to
W 635,210 million with Hana Bank and other banks of which ¥ 283,644 million remains unused.

6) As of December 31, 2010, Pohang Coated Steel Co., Ltd. has local credit loan agreements, credit purchase loan agreements and letters of
credit in relation to trade of up to ¥ 102,900 million and USD 50 million with Shinhan Bank and other banks of which ¥ 75,000 million and USD 0.5

million remains unused.

7) As of December 31, 2010, POSCO ICT Co., Ltd. entered into payment guarantees of up to USD 28 million with Korea Exchange Bank and USD 30
million with NH Bank related with opening L/C. In addition, POSCO ICT Co., Ltd. has corporate card credit lines of up to W 1,500 million with

Korea Exchange Bank.

8) As of December 31, 2010, POSCO Specialty Steel Co., Ltd. has a loan agreement, secured by trade accounts receivable, of up to W 230,000
million with Woori Bank and others. POSCO Specialty Steel Co., Ltd. has used W 141,388 million of this loan agreement. In addition, POSCO
Specialty Steel Co., Ltd. has agreements with Woori Bank and seven other banks for opening letters of credit of up to USD 55 million, and for a

loan of up to W 165,000 million and POSCO Specialty Steel Co., Ltd. has used USD 3.8 million.

9) As of December 31, 2010, POSCO Power Corp. has a loan agreement up to W 89,008 million and USD 70 million with Kookmin Bank and three other
banks and has used W 39,397 million and USD 21 million. In addition, a request for repayment of the convertible and redeemable preferred stock
issued by POSCO Power Corp. is available from the next day after seven years of the issue date. When the request occurs, the principal amounting to

W 200,000 million and the compounded interest rate of 4.89 percent should be paid within 60 days after the request.

As of December 31, 2010, POSCO Power Corp. provides its whole capacity of Combined Thermal Power Cycle 1~4 to Korea Electric Power Corp.

in accordance with a long-term contract. The price of electric power provided by POSCO Power Corp. is decided using the method of compensating
fixed payments and expenses for the cost of production and the investment on electric power production equipment based on the contract. In
addition, the Company has been provided with a payment guarantee of W 40,673 million from Seoul Guarantee Insurance as electric power supply

collateral to Korea Electric Power Corp.
10) As of December 31, 2010, POSCO TMC Co., Ltd. has credit purchase loan agreements of up to W 65,000 million with Kookmin Bank and three
other banks. In addition, POSCO TMC Co., Ltd. has loan agreements, secured by trade accounts receivable, of up to W 6,100 million with Hana

Bank and two other banks.

11) As of December 31, 2010, Daewoo Engineering Company entered into a loan agreement up to ¥ 40,000 million and credit purchase loan

agreement up to W 60,000 million with Citibank and others. In addition, Daewoo Engineering Company entered into a loan agreement of up to
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W 600,000 million with Korea Exchange Bank in relation to foreign guarantees, forward exchange and opening letters of credit. Also, Daewoo

Engineering Company has foreign guarantees provided of up to USD 8.9 million with Woori Bank.

12) As of December 31, 2010, POSCO AST Co., Ltd. has outstanding balance of accounts receivables sold to financial institutions in the amount of
USD 951,478 and W 2,229 million, for which POSCOAST Co., Ltd. is contingently liable upon the issuers’ default. In addition, POSCOAST Co., Ltd.
has a loan agreement and an agreement related to opening letters of credit of up to W 141,000 million and USD 10 million with Korea Exchange

Bank and others.

13) As of December 31, 2010, Sungjin Geotec Co., Ltd. has a collateral agreement amounting to W 53,822 million secured by the export objects
and future trade accounts receivable with the Export-Import Bank of Korea within the amount of debt and payment guarantees. In addition,

Sungjin Geotec Co., Ltd. gives its plate raw materials as additional collateral for this.

As of December 31, 2010, Sungjin Geotec Co., Ltd. has loan agreements of up to ¥ 463,594 million, a guarantee agreement up to W 393,181
million, a loan agreement, secured by trade accounts receivable, of up to W 36,000 million and agreement to draw commercial papers up to

W 40,000 million with Shinhan Bank and others. In addition, Sungjin Geotec Co., Ltd. has derivative limit agreement up to W 113,387 million with
Shinhan Bank.

14) On July 22, 2000, Daewoo Corporation’s stockholders approved the spin-off Plan for its business activities, and based on the approval, on
December 27, 2000, Daewoo International Corporation, an international trading division and Daewoo Engineering & Construction Co., Ltd.
(Daewoo E&C), a construction division, were newly established. In the spin-off plan, it specifies that newly established two companies will not

be responsible for any liability which was not transferred at the time of spin-off.

Prior to the spin-off Daewoo Corporation, Daewoo Corporation informed creditors to object if they do not agree to the spin-off plan. For
creditors and guarantees who have not agreed the spin-off, portion of the liabilities and grantees were transferred to Daewoo International
Corporation and Daewoo E&C without complete agreements. Therefore, based on the possibilities of contingent liabilities attributable to

the objection, proposed agreements and information available to the management, as of December 31, 2010, Daewoo International Corporation

estimates the total contingent liabilities amounting to ¥W 77,337 million and recorded as other non-current liabilities on their financial statements.
Daewoo International Corporation has bank overdraft agreements of up to ¥ 10,100 million with Woori Bank and others, and there
is no balance in the accounts as of December 31, 2010. Meanwhile, Daewoo International Corporation has an agreement with Woori Bank and

others to open letters of credit etc. amounting to USD 4,188 million as of December 31, 2010.

Daewoo International Corporation has pledged 51 blank promissory notes as collateral for contract performance guarantees to Korea National

Oil Corporation ("KNOC") as of December 31, 2010.

15) As of December 31, 2010, POSCO America Corporation has loan agreements of up to USD 140 million with Bank of America and others and
has used USD 111 million.

16) As of December 31, 2010, POSCO Asia Co., Ltd. has agreements with Bank of America, Citibank, HSBC and others for trade financing of up to
USD 410 million and has used USD 295 million.
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17) As of December 31, 2010, Zhangjiagang Pohang Stainless Steel Co., Ltd. has loan agreements of up to CNY 7,446 million and USD 335 million
with Bank of China and others.

18] As of December 31, 2010, Qingdao Pohang Stainless Steel Co., Ltd. has loan agreements of up to CNY 450 million and USD 40 million with
China Agriculture Bank and others, and has used USD 19 million.

19) As of December 31, 2010, POSCO (Suzhou) Automotive Processing Center Co., Ltd. has loan agreements of up to USD 91.7 million with

Industrial and Commercial Bank of China and others and has used USD 57 million.

20) As of December 31, 2010, POSCO-Japan Co., Ltd. has bank overdraft agreements for working capital of up to JPY 65,800 million with MIZUHO
bank and others and has used JPY 44,375 million.

21) As of December 31, 2010, POSCO-Foshan Steel Processing Center Co., Ltd. has a loan agreement of up to USD 170 million and has used
USD 32 million.

22) As of December 31, 2010, VSC POSCO Steel Corporation has a loan agreement of up to USD 77 million with Standard Chartered and others
and has used USD 15 million.

23) As of December 31, 2010, POSCO-CTPC Co., Ltd. has a loan agreement of up to CNY 130 million and USD 12 million with HSBC and others and
has used CNY 65 million and USD 7 million.

24) As of December 31, 2010, POSCO (Guangdong) Coated Steel Co., Ltd. has a loan agreement of up to USD 137 million with HSBC and five other
banks and has used USD 50 million.

18. Capital Stock

Under the Articles of Incorporation, the Company is authorized to issue 200 million shares of capital stock with a par value of ¥ 5,000 per share. As

of December 31, 2010, exclusive of retired stock, 87,186,835 shares of common stock have been issued.

The Company is authorized, with the Board of Directors” approval, to retire treasury stock in accordance with applicable laws up to the maximum

amount of certain undistributed earnings. The 9,293,790 shares of common stock were retired with the Board of Directors” approval.

As of December 31, 2010, ending balance of capital stock amounted to W 482,403 million; however, it is different from par value which amounted to

W 435,934 million due to retirement of treasury stock.

As of December 31, 2010, total shares of ADRs are 67,255,792 shares, equivalent to 16,813,948 of common shares.
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21. Dividends

19. Capital Surplus

Capital surplus as of December 31, 2010 and 2009 are as follows:

(a) Details of interim and year-end dividends for the years ended December 31, 2010, 2009 and 2008 are as follows:

[in millions of Korean Won) 2010 2009 Interim Dividends
(in millions of Korean Won) 2010 2009 2008
Additional paid-in capital W 463,825 463,825 Dividend Dividend Dividend Dividend Dividend Dividend
Revaluation surplus 3.224,770 3.224.770 Ratio (%) Amount Ratio (%) Amount Ratio (%) Amount
Others 722,423 757,437
W 4,411,018 4,446,032 Common shares 50 W 192,582 30 W 114,855 50 W 188,485
Year-end Cash Dividends
[in millions of Korean Won) 2010 2009 2008
. . Dividend Dividend Dividend Dividend Dividend Dividend
20. Retained Earnlngs Ratio (%) Amount Ratio (%) Amount Ratio (%) Amount
Retained earnings as of December 31, 2010 and 2009 are as follows: Common shares 150 W 577,747 130 W 500,714 150 W 574,274
lin millions of Korean Won) 2010 2009
Appropriated
Legal reserve W 241,202 241,202 (b) Details of the dividend payout ratios and dividend yield ratios for the years ended December 31, 2010, 2009 and 2008 are as follows:
Appropriated retained earnings for 918,300 918,300 2010 2009 2008
pusiness rationatization Dividend Dividend Dividend Dividend Dividend Dividend
Reserve under Korean Tax Law 1,128,333 720,000 Payout Ratio Yield | Payout Ratio Yield  Payout Ratio Yield
Voluntary reserve 24,953,394 22,768,724 (%) (%) (%) (%) (%) (%)
27,241,229 24,648,226
Unappropriated 4,154,241 3,287,500 Common shares 18.42 2.05 19.13 1.29 17.42 2.63
W 31,395,470 27,935,726
The Commercial Code of the Republic of Korea requires the company to appropriate annually, as a legal reserve, an amount equal to a minimum of
10% cash dividends paid, until such a reserve equals 50% of its issued capital stock. The reserve is not available for the payment of cash dividends,
but may be transferred to capital stock, or used to reduce accumulated deficit, if any, with the ratification of the company’s majority shares.
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22. Capital Adjustments

(a) Capital adjustments as of December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) 2010 2009

Treasury stock W (2,403,263) W (2,403,263)

Others 561 (7,405)
W (2,402,702) W (2,410,668)

(b) Treasury stocks which are maintained for stabilization of stock price in accordance with the decision made by the Board of Directors as of

December 31, 2010 and 2009 are as follows:

(in millions of Korean Won, except for share data) 2010 2009
Number of Shares Book Value Book Value
Treasury stock 7,792,072 W 1,662,068 W 1,662,068
Specified money in trust 2,361,885 741,195 741,195
10,153,957 W 2,403,263 W 2,403,263

The voting rights of treasury stock are restricted in accordance with the Korean Commercial Code of the Republic of Korea. In addition, the Company
sold 462,962 shares of its treasury on October 19, 2009, as approved by the Board of Directors on October 16, 2009, and the difference between the
carrying value and the proceeds from the sale of ¥ 150,373 million, net of tax of W 33,082 million was recognized as gains on disposal of treasury

stock in capital surplus in equity.
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23. Stock Appreciation Rights

(a] The Company granted stock appreciation rights to its executive officers in accordance with the stock appreciation rights plan approved by the

Board of Directors. The details of the stock appreciation rights granted are as follows:

1st Grant 2nd Grant 3rd Grant 4th Grant 5th Grant 6th Grant Total
Before the modifications (*)
Number of shares 498,000 60,000 22,000 141,500 218,600 90,000 1,030,100
Exercise price (per share] W 98,400 W 135,800 W 115,600 W 102,900 W 151,700 W 194,900
After the modifications (*)
Grant date July April September April July April
23, 2001 27,2002 18, 2002 26, 2003 23, 2004 28, 2005
Exercise price (per share] W 98,900 W 136,400 W 116,100 W 102,900 W 151,700 W 194,900
Number of shares 453,576 55,896 20,495 135,897 214,228 90,000 970,092
granted
Number of shares 19,409 - - - - - 19,409
cancelled
Number of shares 434,167 55,896 20,495 135,897 144,964 64,000 855,419
exercised
Number of shares - - - - 69,264 26,000 95,264
outstanding
Exercise period July 24, April 28, Sept. 19, April 27, July 24, April 29,
2003 2004 2004 2005 2006 2007
- July 23, - April 27, - Sept. 18 - April 26, - July 23, - April 28,
2008 2009 2009 2010 2011 2012

(*) The Company modified the number of shares granted under the stock appreciation rights and the exercise price, as presented above (1st, 2nd, 3rd, 4th and 5th}, in
accordance with the resolutions of the Board of Directors on April 26, 2003, October 17, 2003 and October 22, 2004.

(b) Expenses (or income] related to stock appreciation rights granted to executives incurred for the year ended December 31, 2010 are as follows:

(in millions of Korean Won) 1st Grant 2nd Grant 3rd Grant 4th Grant 5th Grant 6th Grant Total
Prior periods W 59,945 W 10,780 W 6,071 W 31,896 W 81,239 W 31,694 W 221,625
Current period = = = (32) (7,533) (2,871) (10,436)

W 59,945 W 10,780 W 6,071 W 31,864 W 73,706 W 28,823 W 211,189

(c) As of December 31, 2010 and 2009, liabilities related to stock appreciation rights which are stated as long-term accrued expenses amounted to

W 30,057 million and W 55,141 million, respectively.
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(d) The following table summarizes information about appreciation rights granted:

24. Derivative Financial Instruments

(in Korean Won) 2010 2009 2008
Number of Weighted- Number of Weighted- Number of Weighted- The Company has entered into cross currency swap agreements to reduce interest rates and currency risks and currency forward contracts with
o Stock Average Stock Average Stock Average financial institutions to hedge the fluctuation risk of future cash flows. The gains and losses on currency swap and currency forward contracts for
Stock Appreciation Appreciation |Exercise Price | Appreciation [Exercise Price Appreciation Exercise Price
Rights Outstanding Rights per Share Rights per Share Rights per Share the years ended December 31, 2010 and 2009 and related contracts outstanding as of December 31, 2010 and 2009 are as follows:
(in millions of Korean Won) Valuation Gain/Loss Transaction Gain/Loss
Beginning of year 128,955 W 160,402 198,481 W 150,770 279,472 W 145,170 ) ) Income Statement Income Statement
Type of Purpose of Financial
Granted - - - - - - Company Transaction Transaction Institutions 2010 2009 2010 2009
Exercised (33,691) 118,528 (69,526) 117,169 (80,991) 115,715
Canceled - - - - - - POSCO Currency forward Trading Woori Bank and W - W - 26,737 W 14,177
Forfeited - - - - - - others
Stock appreciation rights 95,264 163,490 128,955 160,402 198,481 150,770 Embedded Exchangeable Related creditors 1,248 7,065 - -
outstanding, end of year derivative (*) Bonds
Exercisable at the year end 95,264 W 163,490 128,955 W 160,402 198,481 W 150'770 POSCO E&C CO., Ltd. Currency forward Fair value hedge HSBC and others 13,057 10,659 10,515 12,527
Weighted—average fair value W 164,452 W 143'779 W 140,206 Interest Swap Cash flow hedge Calyon Bank and [1 ,509] [28,045] [6,736] [4,322]
at grant date others
Valuation of Fixed Fair market value - (16,385) (34,328) - -
contract hedge
POSCO P&S Co., Ltd.  Currency forward Trading SC Korea First 70 23 (352) (41)
(formerly, Posteel Bank
(e] The following table summarizes information about stock appreciation rights outstanding at December 31, 2010: Co., Ltd]
.. . . POSCO Coated & Color Currency Option Trading SC Korea First - 5,145 3,561 (6,935)
[in Korean Won) Appreciation Rights Outstanding Steel Co., Ltd. Bank and others
Weighted-Average Weighted-Average Non-derivatives  Cash flow hedge  Citi Bank ; - - 2,150
Remaining Exercise Price
Exercise Prices Shares Contractual Life per Share POSCO Plant Currency forward Trading Korea Exchange - - - (1,270)
Engineering Bank and others
Co., Ltd.
151,700 SO L e Lol POSCO A&C Co., Ltd.  Currency forward Trading Korea Exchange (62) - (13) ;
194,900 26,000 1.33 years 194,900 Bank
95,264 0.77 years W 163,490 POSCO Specialty Steel Currency forward Trading SC Korea First - 6 90 21
Co., Ltd. Bank
POSCO M-TECH Currency future  Trading Woori Bank and - - - 969
Co., Ltd. others
(formerly, Samjung
Packing & Aluminum
Co., Ltd.)
POSCO Power Corp. Currency forward Trading Nong Hyup Bank - 5,251 (509) -
and others
Currency Swap Cash flow hedge  Calyon Bank 10,735 (18,670) - -
and others
Currency Swap Trading Mizuho Corporate (10,215) - 3,528 -
Bank and others
POSCO TMC Co., Ltd.  Currency forward Trading Nong Hyup Bank - - (32) -
and others
Daewoo Engineering ~ Currency forward Trading Citibank 2,475 354 512 (7,284)
Company
POSCO AST Co., Ltd. Currency forward Trading Hana Bank (31) - 62 -
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[in millions of Korean Won) Valuation Gain/Loss Transaction Gain/Loss

25. Selling and Administrative Expenses

. . Income Statement Income Statement
Type of Purpose of Financial ) L )
Company Transaction Transaction Institutions 2010 2009 2010 2009 Selling and administrative expenses for the years ended December 31, 2010, 2009 and 2008 are as follows:
(in millions of Korean Won) ‘ 2010 2009 2008
DaiMyung TMS Co., Ltd. Currency forward Trading Woori Bank W (8] w - W (31) W -
Sungjin Geotec Co., Ltd. Interest Swap Trading Shinhan Bank (154) - - - Transportation and storage W 1,251,325 W 648,345 W 781,425
Currency option Fair market value Woori Bank - - 9,810 Salaries 532,712 280,529 256,959
hedge Welfare 139,954 142,429 159,732
Daewoo Ilnternatlonal Currency forward Fair market value Korea 8,733 - 1,639 Depreciation and amortization 230,699 123,525 106,271
Corporation hedge Development Bank
and others Fees and charges 266,787 158,158 124,123
Commodity Future Fair market value TOYOTA and others (31,945) - (33,493) - Advertising 108,532 94,696 98,780
hed
edge Research and development expense 141,787 84,382 94,571
POSCO Australi Derivati Tradi MML - 9,29 - -
Pty, Ltd. et erivatves rading 295 Severance benefits 78,244 27,482 52,433
W (23.991) W (43,245) W 15,288 W 10,182 Sales commissions 149,074 80,159 83,057
Travel 53,246 24,827 30,537
Rent 62,887 30,929 24,204
[*) POSCO applied derivative accounting on exchangeable right to investors related to exchangeable bond issued on August 19, 2008 as the exchangeable right meets Repairs 6,880 20,439 13,135
certain criteria of embedded derivatives. Fair values of exchangeable right are ¥ 885 million (JPY63,354,000) and ¥ 2,133 million (JPY 168,994,000) as of December 31, o
2010 and 2009, respectively. This exchangeable right is included in other long-term liabilities (note 14). Training 33,759 18,104 24,397
Office supplies 14,100 8,378 8,482
Provision for doubtful accounts 64,326 42,020 24,033
Meetings 17,536 11,012 11,612
Taxes and public dues 43,530 24,500 29,595
Vehicle expenses 11,434 5,627 4,626
Membership fees 10,642 8,417 8,312
Sales promotions 19,489 8,186 7,638
Entertainment 20,422 11,393 12,542
Others 81,511 95,877 49,904
W 3,338,876 W 1,949,414 W 2,006,368
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26. Income Taxes

(c) Changes in temporary differences and deferred income taxes for the years ended December 31, 2010 and 2009 are as follows:

(in millions of Korean Won)

(a) Income tax expense for the years ended December 31, 2010, 2009 and 2008 are as follows:

Temporary Differences

Deferred Income Tax

Dec. 31, 2009 Inc. (dec.) Dec. 31,2010 Dec. 31,2009 Inc. (dec.) Dec. 31,2010
(in millions of Korean Won) 2010 2009 2008
Deductible temporary differences:
Current income taxes W 1,139,085 W 576,303 W 2,181,238 Reserve for special repairs W (173,990 W 48,447 W (125,543) W (39,500) W 11,724 W (27,776)
Deferred income taxes 313.835 475187 [712 233] Allowance for doubtful accounts 168,340 26,635 194,975 39,525 6,897 46,422
Carry-forward income tax 35 291 (309.942) (9.976) Reserve for technology developments (835,700) (423,750) (1,259,450) (184,259) (92,882) (277,141)
_ o ' ' : Dividend income from related companies 491,042 257,133 748,175 108,029 56,296 164,325
Items charged directly to shareholders' equity (306,123) (229,701) 303,060 o
o . Depreciation expense (364,833) 178,455 (186,378) (83,258) 38,410 (44,848)
Taxeffect due to consolidation entries LI 24,149 (28,106] Valuation of equity method investments (1,806,491)  (1,348,306)  (3,154,797) (307,388) (164,863) (472,251)
W 1,112,896 W 535,996 W 1,733,983 Prepaid expenses 73,996 8,601 82,597 17,882 1,966 19,848
Impairment loss on property, plant and 120,867 77,138 198,005 11,309 14,877 26,186
equipment
(b) The following table reconciles the expected amount of income tax expense based on statutory rates to the actual amount of taxes recorded by the Gain/loss on foreign currency translation 238,849 244,535 483,384 51,507 55,572 107,079
Company for the years ended December 31, 2010, 2009 and 2008: Provision for severance benefits 215,942 61,627 277,569 48,620 12,459 61,079
Group severance insurance deposits (189,739) (47,261) (237,000) (42,960) (9,180) (52,140)
lin millions of Korean Won) 2010 2009 2008 Provision for construction losses 58,280 (2,785) 55,495 14,104 (690) 13,414
Provision for construction warranty 33,170 1,288 34,458 7,464 272 7,736
Net income before income tax expense W 5,337,686 W 3,739,275 W 6,095,639 Appropriated retained earnings for (1,000) 1,000 - (242) 242 -
Income tax expense computed at statutory rate 1,291,720 904,905 1,676,301 technological development
_ Accrued income (3,827) (2,789) (6,616) (650) (614) (1,264)
Adjustments: _ _
_ Accrued on valuation of Inventories 34,512 30,399 64,911 8,199 7,408 15,607
Taxcredit e (370.958] (167.962) Others 642,678 (84,298) 558,380 146,666 30,997 177,663
Effect of changes in tax rate (854) 14,074 74,493 W (1,297,904) W (973,931) W (2,271,835) W (204952) W  (31,109) W (236,061)
Tax payment (refund) (*1) 17,061 (140,442) - Deferred income taxes
Others, net (*2) 100,694 128,417 151,151 recognized directly to equity:
Income tax expense W 1112896 W 535 996 W 1733.983 Capital adjustment arising W (729,327) W (777,933) W (1,507,260) W (160,513) W (170,761) W (331,274)
P —— ! A from equity method investments
H 0,
Effective rate (%) 208 143 284 Gain on valuation of (1,020,472) (565,771)  (1,586,243) (238,573) (142,613) (381,186)
available-for-sale securities
[*1) The amount in 2009 primarily represents refunds of additional tax payments made in 2005 in accordance with a decision of Tax Tribunal that was finalized in 2009
‘ _ » » Loss on valuation of 882,542 (237,930) 644,612 195,016 (51,153) 143,863
[*2) Consists of deferred tax assets, which have not been recognized as realization is not considered probable, of W 120,395 million for the year ended December 31, 2010 available-for-sale securities
and deferred tax assets, which have not been recognized as realization is not considered probable, of W 49,995 million and foreign tax rate differential of ¥ 12,896
million for the year ended December 31, 2009 and deferred tax assets, which have not been recognized, as realization is not considered probable, of ¥ 119,632 million Others N [37'389] [37'389] N [8'227] [8'227]
for the year ended December 31, 2008. W (867,257) W (1,619,023) W (2,486,280) W (204,070) W (372,754) W (576,824)
Deferred tax from tax credit and others:
Tax credit W 288,550 W (64,485) W 224,065
Deficit carry-forwards 45,676 49,220 94,896
W 334,226 W (15,265) W 318,961
Tax effect on elimination of 241,640 (470,296) (228,656)
inter-company profit and others
W 166,844 W (889,424) W (722,580)
Tax effect from change of consolidation scope 609,490
(*1)
W (279,934)

(*1) Represents changes in deferred tax assets (liabilities) resulting from changes in consolidation scope which did not impact current period income tax expenses.
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[in millions of Korean Won) Temporary Differences Deferred Income Tax

Dec. 31, 2008 Inc. (dec.) Dec. 31,2009 Dec. 31,2008 Inc. (dec.) Dec. 31, 2009

Deductible temporary differences:

Reserve for special repairs W (281,825) W 107,835 W (173,990) W  (62,422) W 22,922 W (39,500)
Allowance for doubtful accounts 292,571 (124,231) 168,340 63,786 (24,261) 39,525
Reserve for technology developments (9,464) (826,236) (835,700) (2,150) (182,109) (184,259)
Dividend income from related companies 431,497 59,545 491,042 94,929 13,100 108,029
Depreciation expense (274,668) (90,165) (364,833) (60,194) (23,064) (83,258)
Valuation of equity method investments (1,376,045) (430,446) (1,806,491) (210,804) (96,584) (307,388)
Prepaid expenses 69,227 4,769 73,996 16,289 1,593 17,882
Imp?irment loss on property, plant and 126,027 (5,160) 120,867 42,667 (31,358) 11,309
equipment

634,028 (395,179 238,849 140,283 (88,776) 51,507
Provision for severance benefits 175,238 40,704 215,942 39,376 9,244 48,620
Group severance insurance deposits (114,741) (74,998) (189,739) (25,921) (17,039) (42,960)
Provision for construction losses 36,243 22,037 58,280 8,112 5,992 14,104
Provision for construction warranty 26,595 6,575 33,170 5,852 1,612 7,464
Appropriated retained earnings for (2,000) 1,000 (1,000) (462) 220 (242)
technological development
Accrued income (2,744) (1,083) (3,827) 15 (665) (650)
Accrued on valuation of inventories 12,121 22,391 34,512 2,944 5,255 8,199
Others 275,369 367,309 642,678 32,248 114,418 146,666

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

27. Earnings per Share

Basic and diluted earnings per share for the years ended December 31, 2010, 2009 and 2008 are as follows:

W 17,429 W (1,315,333) W (1,297,904) W 84,548 W (289,500 W (204,952)

Deferred income taxes
recognized directly to equity:

Capital adjustment arising W (721,748) W (7,579) W (729,327) W (159,500) W (1,013) W (160,513)
from equity method investments

Gain on valuation of (340,226) (680,246) (1,020,472) (74,222) (164,351) (238,573)
available-for-sale securities

Loss on valuation of 962,542 (80,000) 882,542 212,140 (17,124) 195,016
available-for-sale securities

Others 14,618 (14,618) - 3,199 (3,199] -

W (84,814) W (782,443) W (867,257) W  (18,383) W (185,687) W (204,070)

Deferred tax from tax credit and others:

Tax credit W 16,471 W 272,079 W 288,550
Deficit carry-forwards 7,813 37,863 45,676

W 24,284 W 309,942 W 334,226
Tax effect on elimination of inter-company profit 265,789 (24,149) 241,640

W 356,238 W (189,394) W 166,844
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(in millions of Korean Won, except per share information) 2010 2009 2008

Net income attributable to controlling interest W 4,181,285 W 3,218,425 W 4,378,751
Weighted-average number of common shares outstanding (*) 77,032,878 76,661,240 75,493,523
Basic and diluted earnings per share W 54,279 W 41,982 W 58,002

(*) Basic and diluted earnings per share is computed by dividing net income allocated to common stock, by the weighted-average number of common shares outstanding
for the years ended December 31, 2010, 2009 and 2008:

2010 2009 2008
Total number of common shares issued 87,186,835 87,186,835 87,186,835
Weighted-average number of treasury shares (10,153,957 (10,525,595) (11,693,312)
Weighted-average number of common shares outstanding 77,032,878 76,661,240 75,493,523
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28. Comprehensive Income

Comprehensive income for the years ended December 31, 2010, 2009 and 2008 are as follows:

29. Assets and Liabilities Denominated in Foreign Currencies

Monetary assets and liabilities denominated in foreign currencies as of December 31, 2010 and 2009 are as follows:

(in millions of Korean Won) 2010 2009 2008 (in millions of Korean Won, 2010 2009
other currencies in thousands) Foreign Won Foreign Won
* I * 1
Net income 4,217,695 W 3.242.311 W 4,350,104 Currency (*2) Equivalent Currency (*2) Equivalent
Asset
Other comprehensive income (loss) ssets .
Gain on valuation of available-for-sale securities, net 741,983 776,060 (1,714,939) Eash, -Cas-h equivalents and = SRl s S usb 362217 W 422,925
nanciatinstruments JPY 348,701 4,872 JPY 502 6
Less: tax effect (184,995) (181,471) 427,512 ' '
Changes in capital adjustments of equity method (183,116) 34,077 48,139 EUR 401 8,071 EUR 882 1.477
investments Foreign 1,033,538 1,177,097 Foreign 723,876 845,198
Less: tax effect 148,074 (22,983 (11,903) subsidiaries subsidiaries
Foreign currency translation adjustments 144,037 (165,124) 576,489 Ig‘?gs ;aeccc:isgltjsleand usb 1,440,400 1,640,471 usb 448,193 523,310
Less: tax effect (42,701) 21,961 (75,291) Py 6,449,158 90,100 Py 5,552,183 70,114
Gain on valuation of derivative instruments = 14,541 (9,175) 2 ez LA EUR 38,941 65.198
Foreign 2,240,818 2,552,067 Foreign 1,075,209 1,255,413
Less: tax effect - (3,199) 1,868 subsidiaries subsidiaries
e 473,862 (757,300) Other accounts and usD 99,587 113,420 USD 14,023 16,373
Comprehensive income 4,840,977 W 3,716,173 W 3,592,804 notes receivable JPY 1144 156 JPY 8879 112
EUR 279 422 - -
Controlling interest 4,734,913 W 3,695,881 W 3,571,832 Foreign 101.415 115.501 Foreign 82 694 96,552
Non-controlling interest 106,064 W 20,292 W 20,972 subsidiaries subsidiaries
Short-term and long-term usD 89,428 101,850 usD 849 991
loans receivable
Foreign 736,056 838,294 Foreign 481,875 562,637
subsidiaries subsidiaries
Long-term trade accounts and UsD 8,932 10,173 - -
notes receivable
Foreign 1,849 2,106 Foreign 71 82
subsidiaries subsidiaries
Investment securities (*1) Foreign 678,525 772,772 Foreign 405,168 473,075
subsidiaries subsidiaries
Guarantee deposits UsD 1,818 2,071 usD 361 422
EUR 135 205 EUR 135 226
Foreign 8,509 9,690 Foreign 6,526 7,619
subsidiaries subsidiaries
8,078,501 W 4,341,730
(*1) Presented at face value.
(*2) Currencies other than US dollars, Japanese yen, and Euros are converted into US dollars. The amounts of foreign subsidiaries are converted into US dollars.
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Notes to Consolidated Financial Statements, continued

30. Related Party Transactions

(a) As of December 31, 2010, the subsidiaries of the Company are as follows:

Domestic (37)

POSCO E&C Co., Ltd., POSCO P&S Co., Ltd. (formerly, Posteel Co., Ltd.), POSCO Coated & Color Steel Co., Ltd., POSCO
Plant Engineering Co., Ltd., POSCO ICT Co., Ltd., POSCO Research Institute, Seung Kwang Co., Ltd., POSCO A&C Co.,
Ltd., POSCO Specialty Steel Co., Ltd., POSTECH Venture Capital Corp., eNtoB Corporation, POSCO Chemtech Company
Ltd., POSCO Terminal Co., Ltd., Metapolis Co., Ltd., POSMATE Co., Ltd., POSCO M-TECH Co., Ltd. (formerly, Samjung
Packing & Aluminum Co., Ltd.}, POSCO Power Corp., POSTECH 2006 Energy Fund, PHP Co., Ltd., POSCO TMC Co., Ltd.,
PNR Co., Ltd., Megaasset Co., Ltd., Daewoo Engineering Company, POSCO FuelCell Co., Ltd., POSCO AST Co., Ltd.,
DAIMYUNG TMS. Co., Ltd., POS-HIMETAL Co., Ltd., POSCO E&E Co., Ltd., Gwangyang Steel Fabrication Center, 9digit
Co., Ltd., Sungjin Geotec Co., Ltd., Postech Early Stage Fund, POSCO Family Strategy Fund, Daewoo International
Corporation, POSCO LED Co., Ltd., POSCO NST Co., Ltd., POHANG SRDC Co., Ltd.,

Overseas (76)

POSCO America Corporation, POSCO Australia Pty. Ltd., POSCO Canada Ltd., POSCAN Elkveiw Coal Ltd., POSCO Asia
Co., Ltd., VSC POSCO Steel Corp., Dalian POSCO-CFM Coated Steel Co., Ltd., POSCO-CTPC Co., Ltd., POSCO-JKPC Co.,
Ltd., International Business Center Corporation, POSLILAMA E&C Co., Ltd., Zhangjiagang Pohang Stainless Steel Co.,
Ltd., Guangdong Pohang Coated Steel Co., Ltd., POSCO (Thailand) Co., Ltd., Myanmar POSCO Steel Co., Ltd., POSCO-
JOPC Co., Ltd., POSCO Investment Co., Ltd., POSCO-MKPC SDN BHD., Qingdao Pohang Stainless Steel Co., Ltd.,
POSCO (Suzhou) Automotive Processing Center Co., Ltd., POSCO Bio Ventures L.P., POSEC-Hawaii Inc., POS-Qingdao
Coil Center Co., Ltd., POS-0Ore Pty. Ltd., POSCO China Holding Corporation, POSCO Japan Co., Ltd., POS-CD Pty. Ltd.,
POS-GC Pty. Ltd., POSCO India Private Ltd., POS-India Pune Steel Processing Centre Pvt. Ltd., POSCO-JNPC Co., Ltd.,
POSCO-Foshan Steel Processing Center Co., Ltd. [POSCO-CFPCJ, POSCO E&C (Beijing) Co., Ltd., POSCO-MPC S.A. de
C.V, Zhangjiagang Pohang Port Co., Ltd., Qingdao Pos-metal Co., Ltd., POSCO Vietnam Co., Ltd., POSCO-Mexico Co.,
Ltd., POSCO-India Delhi Steel Processing Centre Pvt. Ltd, POSCO-Poland Wroclaw Steel Processing Center Co., Ltd,
POS-NP Pty. Ltd., POSCO-Vietnam Processing Center Co., Ltd., POSCO (Chongging) Automotive Processing Center
Co, Ltd., Suzhou POS-CORE Technology Co., Ltd., POSCO-JYPC Co., Ltd., POSCO-Malaysia SDN BHD, POS-Minerals
Corp., POSCO (Wuhu) Automotive Processing Center Co., Ltd., POSCO-Philippine Manila Processing Center Inc.,
POSCO-MESDC Co., Ltd., POSCO-VST Co., Ltd., POSCO Maharashtra Steel Private Limited, POSCO India Chennai Steel
Processing Centre Pvt. Ltd., POSCO Turkey Nilufer Processing Center Co., Ltd.,POSCO Vietnam Ha Noi Processing
Center Co, Ltd., POSCO (Liaoning) Automotive Processing Center Ltd., POSCO-Indonesia Jakarta Processing

Center, PT, POSCO China Dalian Plate Processing Center Ltd., POSCO-NCR COAL Ltd., POSCO WA Pty. Ltd., Daewoo
International (America) Corp., Daewoo International Deutschland GmbH, Daewoo International Japan Corp., Daewoo
International Singapore Pte Ltd., Daewoo ltalia S.r.l.,, Daewoo Cement (Shandong) Co., Ltd., Daewoo (China) Co.,

Ltd., PT. Rismar Daewoo Apparel, Daewoo Textile Fergana LLC, Daewoo Textile Bukhara LLC, Daewoo International
Australia Holdings Pty. Ltd., Daewoo Paper Manufacturing Co., Ltd., POSCO Mauritius Ltd., POSCO (Zhangjiagang)

Stainless Steel Processing Center Co., Ltd., Daewoo International Mexico, S.A. de C.V., Xenesys Inc.

(in millions of Korean Won, 2010 2009
other currencies in thousands) Foreign Won Foreign Won
Currency (*2) Equivalent Currency (*2) Equivalent
Liabilities
Trade accounts and notes payable UsD 1,272,190 W 1,448,898 USsD 357,303 W 417,187
JPY 3,669,833 51,271 JPY 1,972,372 24,908
EUR 83,306 126,092 EUR 40,581 67,944
Foreign 1,945,915 2,216,202 Foreign 883,962 1,032,114
subsidiaries subsidiaries
Other accounts and notes payable uUsD 103,901 118,333 UsD 45,841 53,524
JPY 703,572 9,829 JPY 420,914 5,319
EUR 19,585 29,644 EUR 3,396 5,686
Foreign 79,576 90,630 Foreign 44,249 51,666
subsidiaries subsidiaries
Accrued expenses usD 10,934 12,452 UsD 1,479 1,727
JPY 198,028 2,767 JPY 137,450 1,736
EUR 4,460 6,750 EUR = =
Foreign 156,473 178,208 Foreign 29,795 34,789
subsidiaries subsidiaries
Short-term borrowings usb 1,311,607 1,493,789 usD 435,784 508,821
JPY 646,092 9,026 JPY - -
EUR 60,053 90,896 EUR = =
Foreign 3,091,405 3,520,801 Foreign 1,984,096 2,316,630
subsidiaries subsidiaries
Withholdings usb 9,067 10,327 usb 39,148 45,709
JPY = = JPY 372,553 4,705
EUR 23 34 EUR 11,827 19,802
Foreign 9,101 10,365 Foreign 1,614 1,885
subsidiaries subsidiaries
Debentures (*1) usbD 2,457,405 2,798,739 usb 1,340,000 1,564,584
JPY 181,794,972 2,539,821 JPY 182,592,205 2,305,811
Foreign - - Foreign - -
subsidiaries subsidiaries
Loans from foreign usbD 568,257 647,188 usb 64,550 75,369
financial institutions JPY 16,997,747 237,472 JPY 285,686 3,608
EUR 85,553 129,493 = =
Foreign 1,412,963 1,609,224 Foreign 1,103,630 1,288,598
subsidiaries subsidiaries
Foreign currency loans EUR 3,328 5,037 EUR 3,964 6,637
W 17,393,288 W 9,838,755
[*1) Presented at face value
[*2) Currencies other than US dollars, Japanese yen, and Euros are converted into US dollars. The amounts of foreign subsidiaries are converted into US dollars
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(b) Significant transactions, which occurred in the ordinary course of business, with consolidated subsidiaries for the years ended December 31,

(in millions of Korean Won) Receivables (*2)

Payables (*2)

2010, 2009 and 2008, and the related account balances as of December 31, 2010 and 2009 are as follows: 2010 2009 2010 2009
lin millions of Korean Won) Sales and Others (*1) Purchase and Others (*1)
2010 2009 2008 2010 2009 2008 Subsidiaries
POSCO E&C Co., Ltd. W 133,793 142,813 230,830 W 536,857
Subsidiaries POSCO P&S Co., Ltd. 129,028 114,697 5,439 3,494
POSCO E&C Co., Ltd. W 7441 W 4605 W 13626 W 2245401 W 2,546,163 W 1,121,335 (formerly, Posteel Co., Ltd|
POSCO P&S Co., Ltd. 1,082,903 1,167,877  1,455354 456,045 158,260 244,908 POSCO Coated Steel Co., Ltd. 104,663 109,616 337 199
(formerly, Posteel Co., Ltd.) POSCO Plant Engineering Co., Ltd. 28,262 4,683 60,052 59,984
POSCO Coated Steel Co., Ltd. 685,498 494,938 609,377 2,778 1,490 1,916 POSCO ICT Co., Ltd. 21,031 40,458 94,145 111,186
POSCO Plant Engineering Co., Ltd. 3,479 10,352 19,611 239,694 280,573 237,824 POSCO America Corporation 12,027 6,163 - -
POSCO ICT Co., Ltd. 1,212 1,121 1,790 491,631 468,534 416,305 POSCO Canada Ltd. - - - -
POSCO America Corporation 233,594 169,274 168,663 - - 93 POSCO Asia Co., Ltd. 120,658 40,548 3,767 1,170
POSCO Canada Ltd. - - 40 170,379 84,192 289,015 POSCO-JKPC Co., Ltd. 1,496 33 - .
POSCO Asia Co., Ltd. 1,377,802 1,093,589 951,867 148,050 76,004 215,318 POSCO (Thailand) Co., Ltd. 26,163 19,835 - -
POSCO-JKPC Co., Ltd. 65,938 30,088 - 194 - - eNtoB Corporation - - 2,000 6,561
POSCO (Thailand) Co., Ltd. 123,913 70,129 91,077 88 5 - POSCO Chemtech Company Ltd. 33,832 6,879 63,090 68,529
eNtoB Corporation 2 - - 87,046 225,439 - POSCO-MKPC SDN BHD - 437 - -
POSCO Chemtech Company Ltd. 142,677 87,121 57,189 571,755 475,269 350,153 Qingdao Pohang Stainless Steel Co., Ltd. 13,836 24,205 - .
POSCO-MKPC SDN BHD 64,136 54,766 - - - POSCO (Suzhou) - - - -
Qingdao Pohang Stainless Steel Co., Ltd. 78,064 185,002 93,232 - - ; Automotive Processing Center Co., Ltd.
POSCO (Suzhoul 113,416 113,392 ) ) ) ) POSCO Japan Co., Ltd. 23,921 25,637 8,112 8,949
Automotive Processing Center Co., Ltd. POSCO M-TECH Co., Ltd. 3,260 1,472 31,685 24,942
POSCO Japan Co., Ltd. 1,161,919 690,289 1,191,222 267,058 84,112 23,233 [Ff,gmi;lf& i?ﬂf:gm Co.. Ltd]
ngﬁSgMQLELEEiES}ELég: [thi;Terly, Samijung 29,083 18,945 25,115 255,514 203,179 268,044 POS-India Pune Stee! 10,412 12,356 ) i
' Processing Centre Pvt. Ltd.
Processing Center Co., Ltd.
POSCO-MPC S.A. de C.V. 125,768 98,476 151 - - POSCO Vietnam Co., Ltd. 665 95,518 ) i
POSCO Vietnam Co., Ltd. 188,595 117,296 1,026 - - - POSCO’ME.“CO CO:‘ L. 80,309 16,247 - i
POSCO-Mexico Co., Ltd. 273,241 125,057 - 7 - - Esosccegg!gg'gfneti' Sif_ettd_ i 13 - .
E?jig;!;g‘égn‘ilrhe‘ Ig\t/?ettd. S8 76,997 e 511 - POSCO TMC Co., Ltd. 11,823 11,678 12 2%
POSCO TMC Co., Ltd. 151,323 130,964 131,497 86 39 176 POSCO-JYPC Co., Ltd. ) ) ) )
POSCO-JYPC Co., Ltd. 67,213 - - - - - it?tso(r:r?oi\i,\\//srll’urlocessing Center Co., Ltd. - - ) -
E?fcigs[mv;Eiln’?::"crzftgz‘ 101,710 83,526 - - - - POSCO AST Co., Ltd. 19,031 17,492 8,255 7,572
POSCO AST Co., Ltd. 267,323 83,245 ) 54,969 20,938 ) Daewoo International Corporation 138,975 - - -
Daewoo International Corporation 867,916 - - 2,710 - - Others S 26,867 R 19.237
Others 380,549 226,793 347,681 214,361 122,585 125,627 w 948,925 717,647 545,431 w 848,704
W 7,922,054 W 5303156 W 5225298 W 5207993 W 4,747,293 W 3,293,947
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(c) Significant transactions, which occurred in the ordinary course of business, with equity-method investees for the years ended December 31, 2010 (d) Eliminations of inter-company revenues and expenses for the year ended December 31, 2010, 2009 and 2008, and receivables and payables as of
and 2009, 2008 and the related account balances as of December 31, 2010 and 2009 are as follows: December 31, 2010, 2009 and 2008 are as follows:
lin millions of Korean Won) Sales and Others (*1) Purchase and Others (*1) (in millions of Korean Won) Sales and Purchase and Payables Receivables
2010 2009 2008 2010 2009 2008 Others (*1) Others (*1) (*2) (*2)
Equity method investees Subsidiaries
USS-POSCO Industries (UPI) W 308,998 W 241,921 W 428,092 W 185 W 58 W - Posco w 7.922,054 w 5.207.993 w 948,925 w 545,431
Poschrome (Proprietary) Ltd. - - 98 82,170 53,711 91,467 POSCO E&C Co., Ltd. R S S R
SNNC Co., Ltd. 1,763 1,437 2,245 519,871 368,742 33,867 ormmerly. Posusel Co. Ltd) S0 164,917 7063 15,683
Others 11,890 5973 26,677 159 3,018 352,572 POSCO Coated Steel Co., Ltd. 148,207 756,164 17,117 121,002
RN 249331 W 457,117 Ul W 425529 W 477,906 POSCO Plant Engineering Co., Ltd. 317,579 17,927 84,037 55,505
POSCO ICT Co., Ltd. 592,701 12,120 118,382 44,369
POSCO Specialty Steel Co., Ltd. 120,934 85,003 27,844 14,863
lin millions of Korean Won) Receivables (*2) Payables (*2) eNtoB Corporation 124,655 276 21,411 =
2010 2009 2010 2009 POSCO Chemtech Company Ltd. 622,916 152,698 76,991 44,572
Metapolis Co., Ltd. - 123,283 - 25,041
Equity method investees POSCO M-TECH Co., Ltd. 273,441 33,225 35,920 3,595
USS-POSCO Industries [UPI) w 58,347 W 39,052 W - w - gxmz}zﬁggnﬂg?“mg
Poschrome [Proprietary] Ltd. - 176 i ” POSCO Power Corp. 1,259 598,825 5,051 10,504
SNNC Co., Ltd. 182 1,974 27,512 26,963 POSCO TMC Co., Ltd. 10,183 153,391 955 11,823
Others - ) 33,962 34,040 Daewoo engineering Company 131,472 31,173 40,363 12,629
w 98,529 W 41,202 A 51,008 POSCO AST Co., Ltd. 71,937 278,987 29,759 20,639
(*1) Sales and others include sales, non-operating income and others; purchases and others include purchases, acquisition of property, plant and equipment, overhead Daewoo International Corporation 2,864,387 1,539,569 793,029 183,752
S ane e POSCO America Corporation 45,844 280,798 3,068 12,428
[*2) Receivables include trade accounts and notes receivable, other accounts receivable and others; payables include trade accounts payable, other accounts payable and )
others POSCO Australia Pty. Ltd. 4,191 22,901 62,255 104,150
POSCO Canada Ltd. 170,379 - - -
POSCO Asia Co., Ltd. 1,445,804 1,584,930 353,369 134,578
POSCO-CTPC Co., Ltd. 38 123,139 - 31,054
Zhangjiagang Pohang Stainless Steel Co., Ltd. 670,765 86,469 89,571 17,880
Guangdong Pohang Coated Steel Co., Ltd. 16,763 194,259 917 39,229
POSCO (Thailand) Co., Ltd. 88 181,097 - 60,178
POSCO Investment Co., Ltd. 3,698 - 453,360 -
POSCO-MKPC SDN BHD = 104,634 = 3,789
Qingdao Pohang Stainless Steel Co., Ltd. 251,177 488,661 23,041 68,848
POSCO (Suzhou) Automotive 72 307,399 15 66,781
Processing Center Co., Ltd.
P0OS-Qingdao Coil Center Co., Ltd. 49 146,527 106 27,315
POSCO Japan Co., Ltd. 501,416 1,216,883 103,659 27,703
POS-India Pune Steel 468 184,760 747 24,860

Processing Centre Pvt. Ltd.
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(in millions of Korean Won) Sales and Purchase and Payables Receivables 31. Seg ment and Regional Information
Others (*1) Others (*1) (*2) (*2)
Our operating businesses are organized based on the nature of markets and customers. We have four reportable operating segments — the steel
Subsidiaries segment, the engineering and construction segment, the trading segment and a segment that contains operations of all other entities which
POSCO-JNPC Co., Ltd. W 18,875 W 198,205 W 1,883 W 73,772 fall below the reporting thresholds. The steel segment includes production of steel products and sale of such products. The engineering and
POSCO—Foshan Steel 1,222 504,221 - 82,002 construction segment includes planning, designing and construction of industrial plants, civil engineering projects and commercial and residential
Processing Center Co., Ltd. [POSCO-CFPC)
buildings, both in Korea and overseas. The trading segment consists of exporting and importing a wide range of steel products and raw materials
POSCO-MPC S.A. de C.V. 511 211,443 67 22,301
POSCO Vietnam Co., Ltd. 274 671 752,472 11,684 243374 that are both obtained from and supplied to POSCO, as well as between other suppliers and purchasers in Korea and overseas.
POSCO-Mexico Co., Ltd. 78,491 292,878 10,776 142,839
POSCO (Wuhu) Automotive 554 107,571 29 7.341 The segment results are measured based on sales and operating income in accordance with Korean GAAP without any adjustment for corporate
Processing Center Co., Ltd. allocations. The segment assets are measured based on total assets in accordance with Korean GAAP without any adjustment for corporate
Daewoo International (America) Corp. 47,288 627,635 9,587 219,195 allocations.
Daewoo International Deutschland GmbH 50,427 437,571 614 92,249
Daewoo International Japan Corp. 112,108 551,745 3,326 97,273 (a) The following table provides information on the significant financial status of each operating segment of the consolidated subsidiaries as of and
Daewoo International Singapore Pte Ltd. 238,094 742,779 3,733 63,628 for the year ended December 31, 2010:
Daewoo ltalia S.r.l. 815 212,617 1,475 16,686 (in millions of Korean Won) Engineering
Others 651,438 1,311,103 191,542 806,211 and Consolidation
2010 W 21,683,750 W 21,683,750 W 3.957.705 W 3.957.705 Steel | Construction Trading Others| Adjustment Consolidated
2009 12,990,672 12,990,672 2,653,865 2,653,865
2008 11,440,682 11,440,682 2,458,650 2,458,650 sales
Total sales W 43,805,940 7,580,791 25,038,557 5,868,985 (21,656,413) W 60,637,860
[*1) Sales and others include sales, non-operating income and others; purchases and others include purchases, acquisition of property, plant and equipment, overhead Inter-company sales (9.725.797) (3.364,293) (6,158.977) (2,407.346) 21 656 413 _
expenses and others. ! ! ! ! ! ! ! ! ! !
) ) Net sales W 34,080,143 4,216,498 18,879,580 3,461,639 - W 60,637,860
[*2) Receivables include trade accounts and notes receivable, other accounts receivable and others; payables include trade accounts payable, other accounts payable and
others
Operating income W 5,300,081 319,052 234,788 396,595 (512,207) W 5,738,309
(e) For the years ended December 31, 2010 and 2009, details of compensation to key management officers excluding stock appreciation rights are as Inventories W 7,770,426 634,456 1,122,533 348,675 (72,637) W 9,803,453
follows: Investments [non-current) 16,500,546 995,211 3,013,674 1,841,940 (11,581,930 10,769,441
(in millions of Korean Won] 2010 2009 Equity method investments 11,365,052 638,589 2,183,696 842,176 (12,294,030) 2,735,483
Property, plant and equipment 22,142,843 1,126,165 463,013 3,512,104 (1,544,976) 25,699,149
Salaries W 52,494 W 43,608 Intangible assets (*1) 296,152 12,294 48,803 202,455 2,601,748 3,161,452
Severance benefits 17,159 15,216 Goodwill 47,513 187,192 1,145,477 85,492 - 1,465,674
Management achievement awards and others 43,011 34,455 Total Assets W 56,903,869 7,045,398 8,028,890 9,260,698  (13,292,922) W 67,945,933
Total W 112,664 W 93,279
Depreciation and amortization W 2,641,203 47,430 10,789 212,498 39,748 W 2,951,668
Key management officers include directors (including non-standing directors), executive officials and fellow officials who have significant influence Capital expenditure 4.699.869 151 615 49 784 947 569 47123 5.895 940
and responsibilities in the Company’s business and operations. The Company recognized expense related to stock appreciation rights which were Stock compensation expenses - - - - - -
decreased by W 10,436 million, and increased by W 36,100 million for the year ended December 31, 2010 and 2009, respectively.
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The following table provides information on the significant financial status of each operating segment of the consolidated subsidiaries as of and for

the year ended December 31, 2009:

The following table provides information on the significant financial status of each operating segment of the consolidated subsidiaries as of and for

the year ended December 31, 2008:

(in millions of Korean Won)

Engineering
and

Consolidation

(in millions of Korean Won)

Engineering
and

Consolidation

Steel | Construction Trading Others Adjustment  Consolidated Steel | Construction Trading Others Adjustment Consolidated

Sales Sales
Total sales W 34,503,317 7,760,374 4,120,088 3,420,139 (12,948,917) W 36,855,001 Total sales W 38,448,113 5,528,105 5,656,959 3,749,659  (11,640,000) W 41,742,636
Inter-company sales (6,090,338) (3,852,222) (1,137,776) (1,868,581) 12,948,917 - Inter-company sales (6,547,017) (1,855,696) (1,392,356) (1,844,931) 11,640,000 -
Net sales W 28,412,979 3,908,152 2,982,312 1,551,558 - W 36,855,001 Net sales W 31,901,096 3,672,409 4,264,603 1,904,528 - W 41,742,636
Operating income W 3,217,117 345,647 32,795 268,027 4,576 W 3,868,162 Operating income W 6,628,789 283,973 49,117 488,078 (276,028) W 7,173,929
Inventories W 4,208,446 718,815 156,083 157,836 (88,341) W 5,152,839 Inventories W 7,569,508 847,481 323,164 219,574 (298,006) W 8,661,721
Investments (non-current) 10,319,818 888,745 594,174 1,241,058 (6,572,796) 6,470,999 Investments (non-current) 8,722,560 1,067,694 603,289 1,027,891 (6,143,269) 5,278,165
Equity method investments 5,712,306 496,807 536,999 546,857 (6,465,386) 827,583 Equity method investments 5,094,239 659,363 537,533 688,493 (6,147,092) 832,536
Property, plant and equipment 19,694,065 1,143,885 220,729 2,087,110 (1,306,004) 21,839,785 Property, plant and equipment 17,393,603 614,477 231,164 1,637,042 (1,807,187) 18,069,099
Intangible assets (*1) 198,763 20,042 1,646 101,972 307,546 629,969 Intangible assets (*1) 223,177 21,825 957 157,206 320,602 723,767
Goodwill 46,968 198,580 - 26,544 - 272,092 Goodwill 13,698 209,461 - 47,683 - 270,842
Total Assets W 46,249,396 6,080,744 1,808,745 5,539,673 (9,366,810) W 50,311,748 Total Assets W 42,884,329 6,324,810 1,976,797 4,916,085 (9,140,739) W 46,961,282
Depreciation and amortization W 2,368,575 25,363 5,564 205,800 (52,220) W 2,553,082 Depreciation and amortization W 2,171,387 17,710 5,660 150,177 35,124 W 2,380,058
Capital expenditure W 4,802,933 207,588 1,435 830,126 564,421 6,406,503 Capital expenditure 3,922,096 289,775 88,405 320,417 (527,380) 4,093,313
Stock compensation expenses 36,100 - - - - 36,100 Stock compensation expenses - - - - - -

(*1) Includes goodwill.
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The following table provides reconciliation from the total segment operating profit to the Company’s income before income taxes and net income (loss)

of consolidated subsidiaries before acquisition for the years ended December 31, 2010, 2009 and 2008 are as follows:

[in millions of Korean Won) 2010 2009 2008

Total of segment results W 6,250,516 W 3,863,586 W 7,449,957
Consolidation adjustment (*1) (512,207) 4,576 (276,028)
Non-operating expense, net (*2) (400,623) (128,887) (1,078,290)
Net income before income tax expenses W 5,337,686 W 3,739,275 W 6,095,639

[*1) Consolidated adjustments consist primarily of the elimination of intersegment transactions.

[*2) See the Consolidated Statements of Income for details of non-operating income and expense items.

(b) Net sales for the years ended December 31, 2010, 2009 and 2008, and long-lived assets by geographic location as of December 31, 2010 and

2009, are as follows:

lin millions of Korean Won) Sales (*1) Property, Plant and Equipment
Customer Location 2010 2009 2008 2010 2009

Korea W 30,728,032 W 22,528,633 W 26,886,852 W 22,627,930 W 19,384,333
Japan 2,803,875 1,387,095 2,043,819 289,421 266,515
China 8,088,644 5,049,354 4,875,784 1,301,638 1,030,625
Asia/Pacific, excluding Japan and China 9,021,234 2,898,798 3,138,884 797,612 687,234
North America 2,346,516 751,983 800,817 1,232 18,984
Others 7,649,559 4,239,138 3,996,480 681,516 452,094

W 60,637,860 W 36,855,001 W 41,742,636 W 25,699,149 W 21,839,785

[*1) Represents revenues, net of consolidation adjustments, incurred based on customers’ locations instead of the Company and subsidiaries’ locations
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(c) Condensed consolidated statements of financial position as of December 31, 2010 and 2009 categorized by type of business are as follows:

(in millions of Korean Won) Non-financial Institution Financial Institution
2010 2009 2010 2009
Assets
Current assets W 26,820,378 W 20,233,636 W 286,745 W 400,514
Non-current assets 40,783,859 29,535,124 54,951 142,474
Investment assets 10,718,547 6,332,198 50,894 138,801
Property, plant and equipment 25,699,045 21,839,775 104 10
Intangible assets 3,161,418 629,918 34 51
Other non-current assets 1,204,850 733,233 3,919 3,612
Total assets W 67,604,237 W 49,768,760 W 341,696 W 542,988
Liabilities
Current liabilities 16,505,851 8,878,677 587,376 396,141
Non-current liabilities 13,650,383 9,371,979 902 637
Total liabilities W 30,156,234 W 18,250,656 W 588,278 W 396,778

(d) Condensed consolidated statements of income for the years ended December 31, 2010 and 2009 categorized by type of business are as follows:

(in millions of Korean Won) Non-financial Institution Financial Institution
2010 2009 2010 2009

Sales W 60,629,216 W 36,836,780 W 8,644 W 18,221
Cost of goods sold 51,556,696 31,032,184 3,979 5,241
Selling and administrative expenses 3,334,786 1,944,829 4,090 4,585
Operating income 5,737,734 3,859,767 575 8,395
Non-operating income 2,855,257 2,361,475 1,505 918
Non-operating expenses 3,256,020 2,481,060 1,365 10,220
Net income before income tax expense 5,336,971 3,740,182 715 (907)
Income tax expense (benefit) 1,112,852 536,068 /A (72)
Net income (loss) of subsidiaries 7,095 (39,032) - -
before acquisition

Net income (loss) W 4,217,024 W 3,243,146 W 671 W (835)
Controlling interest W 4,180,614 W 3,219,260 W 671 W (835)
Non-controlling interest W 36,410 W 23,886 W - W -
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32. Significant Differences between Korean GAAP and U.S. GAAP lin millions of Korean Won, except share information) Adjustments Before Deferred Income Net Adjustments
Deferred Income Tax Tax Effect to Net Income
Reconciliation to U.S. Generally Accepted Accounting Principles
The consolidated financial statements of the Company are prepared in accordance with generally accepted accounting principles in the Republic of Korea For the year ended December 31, 2009
("Korean GAAP”), which differs in certain significant respects from generally accepted accounting principles in the United States of America (“U.S. GAAP"). Netincome attributable to controlling interest W 3,218,425

under Korean GAAP
Application of U.S. GAAP would have affected the consolidated financial position of POSCO as of December 31, 2010 and 2009 and the related consolidated

Net income attributable to non-controlling interest 23,886
net income for the three years ended December 31, 2010, 2009 and 2008 to the extent described below. under Korean GAAP
Net income under Korean GAAP 3,242,311
A description of the significant differences between Korean GAAP and U.S. GAAP as they relate to the Company is discussed in detail below.
Adjustments:
(a) Reconciliation of Net Income from Korean GAAP to U.S. GAAP Fixed asset revaluation W 10,361 W (2,280) W 8,081
(in millions of Korean Won, except share information) Adjustments Before Deferred Income Net Adjustments Capitalized costs 131,843 (29,005) 102,838
Deferred Income Tax Tax Effect to Net Income Investment securities 210,762 (46,368) 164,394
Goodwill 56,433 (12,414) 44,019
For the year ended December 31, 2010 Derivatives 90,846 (22,446) 68,400
Net income attributable to controlling interest W 4,181,285 Others, net 576 (128) 4L48
under Korean GAAP
W 500,821 W (112,641) W 388,180
Net income attributable to non-controlling interest 36,410 . . )
under Korean GAAP Tax effects resulting from intercompany transactions (21,680)
Net income under Korean GAAP 4,217,695 W 366,500
Adjustments: Net income in accordance with U.S. GAAP W 3,608,811
Fixed asset revaluation W 9049 W (1991) W 7058 Net income attributable to non-controlling interest in 41,462
' ' ' accordance with U.S. GAAP
Capitalized costs 148,205 (32,605) 115,600 - - — -
Net income attributable to controlling interest in 3,567,349
Investment securities (12,867) 2,831 (10,036) accordance with U.S. GAAP
Business combination (8,800) = (8,800) Basic and diluted earnings per share in accordance W 46,534
Goodwill 78,867 (17,351) 61,516 with U.5. GAAP
Derivatives 29 748 (6.545) 23203 Weighted-average shares outstanding 76,661,240
Fair value option (2,029) VAR (1,583)
Others, net (25,296) 5,566 (19,730)
W 216,877 W (49,649) W 167,228
Tax effects resulting from intercompany transactions (8,373)
W 158,855
Net income in accordance with U.S. GAAP W 4,376,550
Net income attributable to non-controlling interest in 36,312
accordance with U.S. GAAP
Net income attributable to controlling interest in 4,340,238
accordance with U.S. GAAP
Basic and diluted earnings per share in accordance W 56,343
with U.S. GAAP
Weighted-average shares outstanding 77,032,878
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(in millions of Korean Won, except share information)

Adjustments Before

Deferred Income

Net Adjustments

Deferred Income Tax Tax Effect to Net Income
For the year ended December 31, 2008
Net income attributable to controlling interest 4,378,751
under Korean GAAP
Net income attributable to non-controlling interest (28,647)
under Korean GAAP
Net income under Korean GAAP 4,350,104
Adjustments:
Fixed asset revaluation 12,046 W (2,650) 9,396
Capitalized costs 29,517 (6,494) 23,023
Investment securities (444,834) 97,863 (346,971)
Goodwill 41,248 (9,074) 32,174
Derivatives (72,981) 21,517 (51,466)
Others, net (17,310) (1,652) (18,962)
(452,314) W 99,510 (352,806)
Effects of changes in tax rates 13,216
Tax effects resulting from intercompany transactions 73,300
(266,290)
Net income in accordance with U.S. GAAP 4,083,814
Net income attributable to non-controlling interest in (22,076)
accordance with U.S. GAAP
Net income attributable to controlling interest in 4,105,890
accordance with U.S. GAAP
Basic and diluted earnings per share in accordance 54,387
with U.S. GAAP
Weighted-average shares outstanding 75,493,523
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(b) Reconciliation of Total Equity from Korean GAAP to U.S. GAAP

December 31, 2010 and 2009

(in millions of Korean Won)

Adjustments

Before Deferred Deferred Income Net Adjustments
Income Tax Effect Tax Effect to Equity
As of December 31, 2010
Controlling interest W 34,895,288
Non controlling interest 2,306,133
Total equity under Korean GAAP 37,201,421
Adjustments:
Fixed asset revaluation (113,891) W 5,807 W (108,084)
Capitalized costs 627,731 (138,101) 489,630
Investment securities (8,796) 1,935 (6,861)
Business combination 140,092 - 140,092
Goodwill 239,904 (52,779) 187,125
Derivatives (23,399) 5,147 (18,252)
Fair value option 8,859 (1,949) 6,910
Others, net (34,792) 7,656 (27,136)
Tax effects resulting from intercompany transactions - 43,247 43,247
835,708 W (129,037) W 706,671
Total equity in accordance with U.S. GAAP W 37,908,092
Non-controlling interest in accordance with U.S. GAAP 2,449,867
Shareholders’ equity attributable to controlling interest in 35,458,225
accordance with U.S. GAAP
207 ONE STEP CLOSER



POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

lin millions of Korean Won) Adjustments
Before Deferred Deferred Income Net Adjustments
Income Tax Effect Tax Effect to Equity
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Capitalized interests for the years ended December 31, 2010, 2009 and 2008 are as follows:

As of December 31, 2009

(in millions of Korean Won) 2010 2009 2008

Capitalized interest W 251,948 W 184,955 W 96,980
Depreciation of capitalized interest etc. (111,220) (98,328) (90,113)
Net income impact W 140,728 W 86,627 W 6,867

Controlling interest W 30,908,964
Non controlling interest 755,350
Total equity under Korean GAAP 31,664,314
Adjustments:
Fixed asset revaluation W (122,940) W 7,798 W (115,142)
Capitalized costs 479,526 (105,496) 374,030
Investment securities 6,449 (1,419) 5,030
Goodwill 161,037 (35,428) 125,609
Derivatives (53,147) 11,692 (41,455)
Others, net (9,496) 2,090 (7,406)
Tax effects resulting from intercompany transactions - 51,620 51,620
W 461,429 W (69,143) W 392,286
Total equity in accordance with U.S. GAAP W 32,056,600
Non-controlling interest in accordance with U.S. GAAP 747,460
Shareholders’ equity attributable to controlling interest in 31,309,140

accordance with U.S. GAAP

(c] Fixed Asset Revaluation

Under Korean GAAP, certain fixed assets were subject to upward revaluations in accordance with the Asset Revaluation Law, with the revaluation
increment credited to capital surplus. As a result of this revaluation, depreciation expenses on these assets were adjusted to reflect the increased basis.
Under U.S. GAAP, such a revaluation is not permitted and depreciation expense should be based on historical cost. As a result, the gain or loss on sale

of fixed assets determined in accordance with U.S. GAAP is different from the amount determined under Korean GAAP.

(d) Capitalized Costs

Under Korean GAAP, the Company capitalizes certain foreign exchange gains and losses on borrowings associated with property, plant and equipment
during the construction period. Under U.S. GAAP, all foreign exchange gains and losses are included in the results of operations for the current period.
No foreign exchange gains and losses have been capitalized for the years ended December 31, 2010, 2009 and 2008 under Korean GAAP. Depreciation of
net capitalized foreign exchange gains and losses carried forward from prior periods amounted to nil, W (135) million and W 841 million for the years

ended December 31, 2010, 2009 and 2008, respectively.

In addition, effective from the period beginning after December 31, 2002, under Korean GAAP, interest costs that would have been theoretically avoided
had expenditures not been made for assets which require a period of time to prepare them for their intended use are generally expensed as incurred,
except when certain criteria are met for capitalization. The Company has adopted this application and expensed financing costs. Under U.S. GAAP, the

Company is required to capitalize such amount. Capital projects that have had their progress halted would suspend the capitalization of interest.
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Under Korean GAAP, research and development costs and internal use software costs have been recorded as intangible assets and amortized over a
period not exceeding 20 years. Under U.S. GAAP, organization costs as well as research and developments costs are generally expensed as incurred.
In addition, certain costs incurred for software developed for internal use, U.S. GAAP requires that costs incurred in the preliminary project stage be
expensed as incurred. External direct costs such as material and service, payroll or payroll related costs for employees who are directly associated with
the project, and interest costs incurred when developing computer software for internal use, are capitalized and amortized on a straight-line method over

the estimated useful life. Training costs, data conversion costs and general administrative costs are expensed as incurred.

U.S. GAAP reconciliation adjustments for the capitalization and amortization of intangible assets, which arose mostly from capitalized research and

development costs, for the years ended December 31, 2010, 2009 and 2008, are as follows:

(in millions of Korean Won) 2010 2009 2008

Net income impact W 7,477 W 45,351 W 21,809

(e) Investment Securities
The differences in accounting for investment securities between Korean GAAP and U.S. GAAP relate to (i) recognition of impairment losses, (i) recognition
of gain or loss on disposal of investments due to different classifications and [iii) classification of and accounting for certain non-marketable equity

securities.

(i) Recognition of an impairment loss

Under Korean GAAP, investment securities are evaluated at each balance sheet date to determine whether there is any objective evidence of
indicating an impairment loss. A significant deterioration in financial position of the issuer, such as bankruptcy, liquidation, negative net asset values
and cessation of operations, would be the type of objective evidence that indicates an impairment loss. When any such objective evidence exists,
unless there is a clear counter-evidence that recognition of impairment is unnecessary, management estimates the recoverable amount of the
impaired security and recognizes any impairment loss in current operations. A significant or prolonged decline in the fair value of a marketable equity
security below its carrying value would not be an indicator of an impairment loss unless there is also objective evidence that the financial position of

the issuer has also deteriorated as described above.
The amount of impairment loss of a non-marketable equity security, measured as the difference between the estimated recoverable amount and its

carrying amount, is charged to current operations by a write-down of the carrying amount of the investment. For available-for-sale marketable

equity securities carried at fair value, the impairment loss is charged to current operations by reversing the unrealized loss recorded in accumulated
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other comprehensive (loss) income. If the fair value of the impaired investment security subsequently recovers, a gain is recognized up to the amount

of previously recognized impairment loss.

Under U.S. GAAP, a significant and prolonged decline in fair value of an equity investment below its cost would result in an impairment loss if the
decline in value is determined to be other-than-temporary. The impairment loss is charged to current operations and a new cost basis is established.

Any subsequent reversal of previously recognized impairment losses is prohibited.

The reconciliation of net income determined in accordance with Korean GAAP and U.S. GAAP for the year ended December 31, 2008 included other-
than-temporary impairment losses amounting to W 442,840 million recognized under U.S. GAAP but not under Korean GAAP for certain available-for-
sale marketable equity securities. The aggregate acquisition cost and fair value of these available-for-sales marketable equity securities were

W 937,929 million and ¥ 225,646 million, respectively, at December 31, 2008 under Korean GAAP and U.S. GAAP, both of which are recorded at

fair value. Under Korean GAAP, the unrealized losses recorded in accumulated comprehensive (loss) income related to these securities amounted to
W 615,498 million at December 31, 2008. There was no unrealized loss for U.S. GAAP purposes related to these securities due to the other-than-

temporary impairment losses of W 442, 840 million recorded in 2008 and the impairment losses recorded in the prior years of W 172,658 million.

Included in other-than-temporary impairment losses recorded under U.S. GAAP in 2008 is an impairment loss of ¥ 364,878 million related to the
Company’s available-for-sale investment in MacArthur Coal Limited. The Company acquired a 10% equity interest in MacArthur Coal Limited on July
22, 2008 for ¥ 420,805 million. For Korean GAAP purposes, the Company recognized the excess of the acquisition cost of this investment over its fair
value at the acquisition date as an impairment loss amounting to W 96,785 million (note 7(b]). As of December 31, 2008, the fair value of this
investment was W 55,927 million, which was significantly lower than the Company’s acquisition cost. No additional impairment loss was recognized in
the statement of income under Korean GAAP as management, based on its assessment, concluded no objective evidence existed that would indicate
a significant deterioration in the financial position of MacArthur Coal Limited. For U.S. GAAP purposes, management determined that the decline in
fair value of this investment is other-than-temporary and as a result, an impairment loss amounting to ¥ 364,878 million was recorded in earnings

resulting in an additional impairment loss of W 268,093 million.

The reconciliation of net income determined in accordance with Korean GAAP and U.S. GAAP for the year ended December 31, 2009 included
impairment losses amounting to ¥ 207,000 million recognized under Korean GAAP but not under U.S. GAAP for LG Powercom. Under Korean GAAP,
the Company recorded an impairment loss in 2009 because in 2009, LG Powercom & LG Telecom announced their decision to exchange shares in
2010. The Company considered the announcement as objective evidence of indicating an impairment loss since the Company would have loss upon
the disposal of those shares and accordingly, the differences between the fair values and the acquisition costs were recognized as impairment losses

while the Company had recorded other-than-temporary impairment losses prior to 2009 under U.S. GAAP.

The reconciliation of net income determined in accordance with Korean GAAP and U.S. GAAP for the year ended December 31, 2010 included other-
than-temporary impairment losses amounting to ¥ 12,970 million recognized under U.S. GAAP but not under Korean GAAP for certain available-for-
sale equity securities. The aggregate acquisition cost and fair value of these available-for-sales equity securities were W 33,007 million and W 8,571
million, respectively, at December 31, 2010 under U.S. GAAP. There was no unrealized loss for U.S. GAAP purposes related to these securities due to
the other-than-temporary impairment losses of W 15,071 million recorded in 2010 and the impairment losses recorded in the prior years of W 9,365
million. Under Korean GAAP, the accumulated impairment losses and the unrealized losses recorded in accumulated comprehensive (loss) income

related to these securities amounted to W 4,626 million and ¥ 2,426 million, respectively, at December 31, 2010.

ANNUAL REPORT 2010 210

POSCO AND SUBSIDIARIES
Notes to Consolidated Financial Statements, continued

December 31, 2010 and 2009

(ii) Recognition of gain on disposal of available for sale investments

The Company disposed certain securities that had been previously impaired under U.S. GAAP purposes. The fair value of these securities
subsequently recovered resulting in the reversal of the impairment under Korean GAAP. As a result, the Company’s cost basis relating to those
securities was higher under Korean GAAP than under U.S. GAAP. This difference in cost basis resulted in a gain of ¥ 103 million under U.S. GAAP

upon disposal for the year ended December 31, 2010.

A summary of the U.S. GAAP adjustments relating to investment securities for the years ended December 31, 2010, 2009 and 2008 are as follows:

(in millions of Korean Won) 2010 2009 2008

Impairment loss W (12,970) W 207,000 W (445,225)
Recognition of gains on disposal 103 3,762 391
Net income impact W (12,867) W 210,762 W (444,834)

(iii) Classification of and accounting for certain non-marketable equity securities

Under Korean GAAP, a non-marketable equity security with no quoted price is classified as available-for-sale if a reasonable estimate of its

fair value can be made without incurring excessive costs. Such investments in non-marketable equity securities are carried at fair value, with any
unrealized gain or loss recorded as a component accumulated other comprehensive (loss] income. When a reasonable estimate of fair value
cannot be made without incurring excessive costs, the investment is carried at cost within the available-for-sale securities category. Under U.S.
GAAP, investments in non-marketable equity securities for which the fair value is not readily determinable are accounted for using the cost

method and classified as other investment securities.

The Company recorded an adjustment to cancel net unrealized loss amounting to ¥ 52,614 million which recorded as a component accumulated
other comprehensive loss or gain under Korean GAAP related with non-marketable securities including Nacional Minerios S.A. (formerly, Big
Jump Energy Participacoes S.A) as of December 31, 2010.

Information with respect to available-for-sale debt and equity securities as of December 31, 2010 and 2009 is as follows:

Available-for-Sale Securities and Other Investments Securities:

(in millions of Korean Won) 2010 2009

Available-for-Sale Securities under Korean GAAP

Marketable Securities W 4,944,184 W 3,973,531
Non-marketable Securities 1,644,786 1,354,806
W 6,588,970 W 5,328,337
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(in millions of Korean Won) 2010 2009

Available-for-Sale Securities and Other Investment Securities
under U.S. GAAP

Available-for-Sale Securities W 4,944,184 W 3,973,531
Other Investment Securities 1,644,786 1,354,806
Accumulated impairment loss added (deducted) under U.S. GAAP (8,796) 6,449
1,635,990 1,361,255

W 6,580,174 W 5,334,786

Gross unrealized losses on investment securities and the fair value of the related securities, aggregated by investment category and length of time that

individual securities have been in a continuous unrealized loss position, as of December 31, 2010 were as follows:

[in millions of Korean Won) Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Losses Fair Value Losses Fair Value Losses Fair Value

POSCO AND SUBSIDIARIES
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Goodwill of ¥ 1,385,356 million arising from the acquisition consists of the assembled workforce of the acquired business and the synergies expected from

combining the operations of the Company and Daewoo International. All of the goodwill was assigned to the Company’s trading segment.
None of the goodwill recognized is expected to be deductible for income tax purposes.

The following table summarizes the consideration transferred to acquire Daewoo International and the amounts of identified assets acquired and liabilities

assumed at the acquisition date, as well as the fair value of the non-controlling interest in Daewoo International at the acquisition date under U.S. GAAP.

(in millions of Korean Won) 2010

Available for Sale Securities:
Equity securities W 6,186 W 60,042 W 121,571 W 443,161 W 127,757 W 503,203

(f) Business Combination
POSCO acquired a 68.15% controlling financial interest in Daewoo International Corporation, a Korean Company listed on the Korean Securities Exchange

("Daewoo International”), for W 3,371,481 million in cash in 2010. The acquisition was consummated on September 30, 2010.
Daewoo International is engaged in various business activities, such as providing export services, export agent services, intermediary trading,
manufacturing, distribution and natural resource development. As a result of the acquisition, the Company expects to enhance its competitiveness through

securing the export capability and to create the synergy effect between the Company and its subsidiaries.

In 2010, the Company incurred W 11,064 million of acquisition-related cost. These expenses are included in general and administrative expense in the

Company’s consolidated statement of income for the year ended December 31, 2010.
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Fair Value of Consideration Transferred:
Cash W 3,371,481

Recognized amounts of identifiable assets acquired and liabilities assumed:

Current assets 3,991,610
Non-current assets 4,904,398
Current liabilities 4,211,376
Non-current liabilities 1,509,762
Total identifiable net assets 3,174,870
Fair value of the non controlling interest in Daewoo International 1,188,745
Goodwill W 1,385,356

The fair value of the non-controlling interest in Daewoo International of W 1,188,745 million was determined on the basis of the closing market price of

Daewoo International’'s common shares on the acquisition date.

Among the liabilities assumed, the fair value of convertible bonds of W 479,651 million is determined based on quoted market price in Singapore Stock

Exchange on the acquisition date.
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Under U.S. GAAP, acquisition-related costs are expensed as incurred. Under Korean GAAP, these costs are considered as part of the consideration
transferred. In addition, the non-controlling interest in the acquiree is required to be recognized and measured at fair value under U.S. GAAP, however it is
recorded at present ownership instruments’ proportionate share in the recognized amounts of the acquiree’s identifiable net assets under Korean GAAP.
There are also differences between Korean GAAP and U.S. GAAP in the fair value of net identifiable assets acquired such as convertible bonds. Under
Korean GAAP, the fair value for conversion rights should be separated and accounted for as capital surplus in equity, while U.S. GAAP, it is accounted for as

part of the fair value of liability assumed for which fair value option is applied in accordance with ASC 825-10.

As a result, the Company’s goodwill is higher under U.S. GAAP than under Korean GAAP amounting to W 225,379 million and the impact for the each

specific items are as follows.

(in millions of Korean Won) 2010
Convertible bonds W 111,982
Deferred income taxes (27,071)
Acquisition-related costs (11,064)
Fair value of non-controlling interest 148,892
Others 2,640
W 225,379

U.S. GAAP Pro Forma Information (unaudited)

The following summarized pro forma consolidated income statement information assumes that the Daewoo International Corporation acquisition
occurred as of January 1, 2009. The unaudited pro forma results reflect certain adjustments related to the acquisition, such as increased depreciation and
amortization expense on assets acquired from Daewoo International resulting from the fair valuation of assets acquired in place on acquisition date, i.e.
September 30, 2010. The pro forma results do not include any anticipated cost synergies or other effects of the planned integration of Daewoo International
Corporation. These pro forma results are for comparative purposes only and may not be indicative of the results that would have occurred if the Company

had completed these acquisitions as of the periods shown below or the results that will be attained in the future.

The unaudited pro forma results of operations are as follows:

[in millions of Korean Won) Year Ended

December 31, 2010 December 31, 2009
Revenue W 58,879,294 W 46,278,788
Net income 4,352,057 3,147,234
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Under Korean GAAP, the results of operations are consolidated in their entirety into each line items of consolidated statement of income as if the
acquisition has occurred on January 1, with the pre-acquisition net earnings deducted in determining consolidated net income while the results of

operations after acquisition date are consolidated in consolidated statement of income under U.S. GAAP.

The amounts of revenue and net income of the acquiree since the acquisition date amounted to ¥ 3,389,025 million and W 96,259 million,

respectively.

(g) Goodwill
Under Korean GAAP, goodwill is amortized over the useful life during which future economic benefits are expected to flow to the enterprise, not
exceeding twenty years using straight-line method. Under U.S. GAAP, goodwill is not subject to amortization rather an impairment test is required

at least annually.

Goodwill is tested annually for impairment and whenever events or circumstances indicate that the carrying value may not be recoverable. The
evaluation of impairment involves comparing the current fair value of each of the Company’s reporting units to their recorded value, including
goodwill. The Company uses a discounted cash flow model (DCF model) to determine the current fair value of its reporting units. Based on its

assessment, management concluded that goodwill was not impaired as of December 31, 2010.

Under U.S. GAAP, total goodwill as of December 31, 2010 and 2009 amounted to ¥ 1,882,136 million and W 389,174 million, respectively. Goodwill allocated
to the steel segment, engineering and construction segment, trading segment and others segment as of December 31, 2010 amounted to ¥ 69,694 million,
W 217,193 million, W 1,385,356 million and ¥ 209,893 million, respectively. Goodwill allocated to the steel segment, engineering and construction segment
and others segment as of December 31, 2009 amounted to W 56,711 million, ¥ 217,622 million and W 114,841 million, respectively.

(h) Hedge Accounting

According to the Implementation Guidance [2008-2] issued by KASB, effective January 1, 2008, the Company could change the designation of
hedging prospectively when the contracts meet conditions of firm commitment whereas U.S. GAAP does not permit the prospective approach and
therefore it's not accounted for as derivative. The impact resulting from this GAAP difference is increase to net income of W 23,203 million (net of

income tax effect of W 6,545 million) under U.S. GAAP for the year ended December 31, 2010.

(i) Fair Value Option
The FASB issued ASC 825 “The Fair Value Option for Financial Assets and Financial Liabilities”, which provides an option under which a company
may irrevocably elect fair value as the initial and subsequent measurement attribute for certain financial assets and financial liabilities. This fair

value option is available on a contract-by-contract basis with changes in fair value recognized in earnings as those changes occur.

The Fair value option exists for U.S. GAAP entities under ASC 825, Financial Instruments, wherein the option is unrestricted. Therefore, any
investor’s equity method investments are eligible for the fair value option. However, Korean GAAP permits venture capital organizations, mutual
funds, and unit trusts as well as similar entities, which have investments in associates to carry those investments at fair value, with changes in

fair value reported in earnings in lieu of applying equity-method accounting.

Also, financial liabilities would be recognized at fair value with fair value changes recognized in the income statement under U.S. GAAP. However,

under Korean GAAP, financial liabilities are not permitted to be measured at fair value.
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The Company elected fair value option for the convertible bonds and equity method investments of Kyobo Life Insurance, while under Korean GAAP,

such election is not allowed.

The impact resulting from this GAAP difference is increase to net income of ¥ 30,393 million for the convertible bonds and decrease to net income

of W (32,422) million for equity method investments under U.S. GAAP for the year ended December 31, 2010.

(j) Guarantees

Under Korean GAAP, the guarantor is required to disclose guarantees, including indirect guarantees of indebtedness of others. Under U.S. GAAP,
the guarantor is required to recognize, at the inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the
guarantee. As of December 31, 2010, the aggregate initial amount of outstanding guarantees provided by the Company for the repayment of loans
was W 1,642,067 million, excluding guarantees issued either between parents and their subsidiaries or between corporations under common
control (note 17). Upon initial recognition of the liability for the fair value of the obligation undertaken in issuing the guarantee, the corresponding
amount is recorded in selling and administrative expenses in the statement of income as such obligation is undertaken on a stand alone basis for
no consideration. Subsequent to initial recognition, the Company’s release from the risk of guarantee is recognized as the fair value of obligation
changes. The changes in fair value are recognized in the statement of income. The Company has recognized guarantee expense amounting to

W 21,662 million and W 837 million and ¥ 3,260 million for the years ended December 31, 2010, 2009 and 2008, respectively. This adjustment is

included in others, net in the reconciliation of net income and equity from Korean GAAP to U.S. GAAP.

(k) Stock Appreciation Rights

Under Korean GAAP, the Company accounted for stock-based compensation in accordance with the intrinsic value method for awards that call for
settlement in cash, shares, or a combination of both measures. Stock compensation liabilities at the end of each period are determined as the
amount by which the moving weighted average of quoted market value of the shares of the enterprise’s stock covered by a grant exceeds the option
price. The moving weighted average of quoted market value is calculated based on the weighted average market price of last one week, last one

month and last two months of each period.

Under U.S. GAAP, Accounting Standards Codification ("ASC”) Topic 718, “Compensation - Stock Compensation” (Statement of Financial Accounting
Standards ("SFAS”) No. 123(R]) is effective as of the beginning of the first interim or annual reporting period that begins after December 15, 2005.
The Company adopted ASC Topic 718 (FAS123(R)) on January 1, 2006 using the modified prospective method, under which a grant-date fair value
approach is applied to all awards granted after the effective date and to awards modified, repurchased or cancelled after effective date. The
cumulative effect of initially applying this statement is recognized as of the required effective date. The compensation expense for the portion of

the awards that are outstanding at December 31, 2005 for which the requisite service period has not been rendered was determined based on its
fair value on the adoption date, and any difference to be reflected as the cumulative effect of change in accounting principle, net of any related tax
effect. Also, reflected in the cumulative effect of change in accounting principle is the net cumulative impact of estimating future forfeitures in the
determination of periodic expense, rather than recording forfeitures when they occur as previously permitted. Prior to adoption of ASC Topic 718
(FAS 123(R)), the Company applied the intrinsic value approached under APB 25 and recorded stock-based compensation liabilities using the quoted

market value of the shares of the Company’s stock in excess of option price.
The Company remeasured the value of its stock appreciation rights as of January 1, 2006 and applied the estimated future forfeitures, which

resulted in a cumulative effect of change in accounting principle, net of tax, totaling W (2,970) million. All the stock appreciation rights will be settled

in cash upon vesting under service condition, therefore, stock appreciation right is classified as liability awards, and the fair value of stock options
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granted was remeasured as of the reporting date using a Black-Scholes option-pricing model with the following assumptions:

2010
Dividend yield range 2.05%
Expected volatility range 23.69~27.55%
Risk-free interest rate range 2.81~2.85%
Expected lives (in years) 0.34~0.80

The percentage of the fair value of the awards that is accrued as compensation cost at the end of each period equals the percentage of the requisite
service that has been rendered at that date. Changes in the fair value of the liability that occur after the end of the requisite service period are

recorded as compensation cost of the period in which the changes occur.

U.S. GAAP reconciliation adjustments for stock appreciation rights granted to employees and executives recognized for the years ended December

31, 2010, 2009 and 2008 are included in others, net and are as follows:

(in millions of Korean Won) 2010 2009 2008

Net income impact W 2,239 W 1,969 W (13,056)

The total stock compensation expenses, in accordance with U.S. GAAP, for the years ended December 31, 2010, 2009 and 2008 amount to ¥ (12,675)
million, W 34,131 million and W (42,099) million, respectively.

(U) Capitalized Repairs

Under Korean GAAP, major repair costs associated with the Company’s furnaces had been expensed as incurred, regardless of the nature of the
expenditure until 2001. U.S. GAAP requires that repairs which extend an asset’s useful life or significantly increase its value be capitalized when
incurred. Routine maintenance and repairs are expensed as incurred. Depreciation of capitalized repairs carried forward from prior periods has

been recorded.

(m) Derecognition of a Financial Asset
Under Korean GAAP, the Company sells or discounts certain accounts or notes receivable to financial institutions and accounts for these transactions
as sale of the receivables if the rights and obligations relating to the receivables sold are substantially transferred to the buyers. In general, the recourse

right of the transferee is not considered when determining whether certain accounts or notes receivable are transferred or not.

Under U.S. GAAP, transferred financial assets are derecognized when the transferor surrenders control over those assets. If the entity does not

meet the derecognition criteria under U.S. GAAP, the transaction is accounted for as a secured borrowing with pledge of collateral, if applicable.
As of December 31, 2010, the outstanding balance of receivables derecognized under Korean GAAP was W 1,396,777 million which has to be

canceled under U.S. GAAP. The Company has canceled loss on the disposal of receivables amounting to ¥ 5,870 million for the year ended

December 31, 2010. This adjustment is included in others, net in the reconciliation of net income and equity from Korean GAAP to U.S. GAAP.
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(n) Deferred Income Taxes
In general, accounting for deferred income taxes is substantially the same between Korean GAAP and U.S. GAAP. The Company is also required to

recognize the additional deferred tax effects resulting from differences between the reported Korean GAAP and U.S. GAAP amounts.

Under Korean GAAP, the elimination of the net tax effect of an intercompany transaction is recorded at the tax rate of the purchaser as a deferred
tax asset that is subject to changes in tax rates or laws. Under U.S. GAAP, such net tax effect arising in the seller’s jurisdiction is recorded as a
deferred charge, not as a deferred tax asset, and the tax effects of changes in tax rates or laws are included in income from continuing operations
in the period that includes the enactment date. The impact resulting from this GAAP difference in applicable tax rate in elimination of the net tax
effect of an intercompany transaction is a decrease to net income of W 8,373 million, ¥ 21,680 million and an increase to net income of W 73,300
million under U.S. GAAP for the years ended December 31, 2010, 2009 and 2008, respectively. In addition, such net tax effect arising in the seller’s
jurisdiction which is recorded as a deferred charge amounted to W 308,840 million, ¥ 293,260 million and W 339,089 million under U.S. GAAP as of

December 31, 2010, 2009 and 2008, respectively while the corresponding amounts are recorded as deferred income taxes under Korean GAAP.

Under Korean GAAP, a deferred tax asset is recognized only to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences and tax loss and credit carryforwards can be utilized. Under U.S. GAAP, deferred tax assets are recognized and

then reduced by a valuation allowance if it is more likely than not that some portion or all of the deferred tax assets will not be realized.

(o) Accounting for Uncertainty in Income Taxes

In July 2006, the FASB issued ASC Subtopic 740-10, “Income Taxes - Overall” (FASB Interpretation No. 48 (“FIN48")—"Accounting for Uncertainty

in Income Taxes, an interpretation of FASB Statement No. 109,”) which set outs a consistent framework to use to determine the appropriate level

of liability for unrecognized tax benefits. This interpretation uses a two-step approach wherein a tax benefit is recognized if a position is more likely
than not to be sustained based on the tax technical merits upon examination. A recognized tax position is then measured at the largest amount that
is greater than 50% likely of being realized. The difference between the benefit recognized for a position in accordance with ASC Subtopic 740-10 (FIN

48) and the tax benefit claimed on a tax return is referred to as an unrecognized tax benefit.

For the years ended December 31, 2008, 2009 and 2010, the Company did not have any unrecognized tax benefits and thus, no interest and penalties
related to unrecognized tax benefits were accrued. The Company’s policy is to record interest and penalties related to unrecognized tax benefits as

components of income tax expense in the consolidated statements of income.

The Company’s major tax jurisdiction is the Republic of Korea. With few exceptions, the tax year 2010 remain open to tax examination by the local

tax authority for POSCO and its Korean subsidiaries.

The Company does not believe that it is reasonably possible that the amount of unrecognized tax benefits will significantly change within 12

months after December 31, 2010.

(p) Extractive Activities - Oil and Gas

Under U.S. GAAP, only exploration and development costs that relate directly to specific oil and gas reserves are capitalized; costs that do not relate
directly to specific reserves are charged to expense for property, plant, and equipment in the oil and gas industry. Costs of topographical, geological,
and geophysical studies, rights of access to properties to conduct those studies, and salaries and other expenses of geologists, geophysical crews,

and others conducting those studies, which are referred to as geological and geophysical costs, are included in the exploration costs. In addition,
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geological and geophysical costs incurred in an entity’s oil- and gas-producing activities which do not result in acquisition of an asset shall be

charged to expense.

Under Korean GAAP, expenditures including the geological and geophysical (G&G) costs are recognized as assets in practice.

The Company follows the successful efforts method of accounting for oil and gas exploration and development expenditures. Under this method,
costs of successful exploratory projects and all development projects are capitalized. Costs to drill exploratory projects that do not result in proved

reserves are expensed.

The following table indicates the changes to the Company’s suspended exploratory costs for the three years ended December 31, 2010:

(in millions of Korean Won) 2010 2009 2008

Beginning balance at January 1 W 11,247 W 6,637 W 1,856
Additions to capitalized exploratory costs pending 76,302 4,610 4,781
the determination of proved reserves (*1)

Ending balance at December 31 W 87,549 W 11,247 W 6,637

(*1) In 2010, the amounts of Daewoo International’s projects after the acquisition date are included.
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(in millions of Korean Won) 2010 2009 2008
Deferred:
POSCO and domestic subsidiaries W (15,463) 96,182 W (635,043)
Foreign subsidiaries 5,060 3,841 (1,898)
(10,403) 100,023 (636,941)
Income tax expense W 1,128,682 676,326 W 1,544,297

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities at December 31,

2010 and 2009 under U.S. GAAP are as follows:

[in millions of Korean Won) 2010 2009 2008
Exploratory costs capitalized for a period of W - W 10,632 W -
one year or less
Exploratory costs capitalized for a period 87,549 615 6,637
greater than one year
Balance at December 31 W 87,549 W 11,247 W 6,637
Number of projects with exploratory costs 6 2 1
that have been capitalized for a period
greater than one year
The tables below contain the aging of these costs on a project basis:
[in millions of Korean Won) Amount Number of Projects
2007 - 2008 W 6,637 1
2009 - 2010 87,549 5
Total W 87,549 6
g) Income Taxes and Deferred Income Taxes in accordance with U.S. GAAP
Net income before income tax expense and income tax expense are as follows:
(in millions of Korean Won) 2010 2009 2008
Net income before income tax expense:
POSCO and domestic subsidiaries W 5,217,935 W 4,236,360 W 5,496,976
Foreign subsidiaries 287,297 48,777 131,135
5,505,232 4,285,137 5,628,111
Current:
POSCO and domestic subsidiaries W 1,034,754 W 540,138 W 2,035,904
Foreign subsidiaries 104,331 36,165 145,334
1,139,085 576,303 2,181,238
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(in millions of Korean Won) 2010 2009

Deferred tax assets:
Fixed asset revaluation W 5,807 W 7,798
Impairment loss on property, plant and equipment 58,440 40,464
Investment securities 145,798 272,833
Allowance for doubtful accounts 46,580 40,966
Allowance for severance benefits 28,174 5,660
Derivatives 12,977 11,692
Gain/Loss on foreign currency translation 107,184 51,823
Tax credit carryforwards 251,115 303,144
Tax loss carryforwards 244,715 141,269
Adjustment account for conversion rights 22,439 -
Others 221,097 47,192

Total gross deferred tax assets W 1,144,326 W 922,841
Less: Valuation allowance (274,770) (154,375)

Net deferred tax assets W 869,556 W 768,466
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lin millions of Korean Won) 2010 2009

Deferred tax liabilities: W W
Equity in earnings of equity method investments 756,309 395,300
and subsidiaries
Reserve for repairs 27,776 39,500
Reserve for technology developments 277,141 184,501
Intangible asset 306,010 -
Capitalized repairs - 5
Accrued income 1,266 650
Capitalized costs 138,101 105,496
Gain on available-for-sale securities 381,186 238,573
Invested amount of developing natural resources 105,806 -
Other 36,418 -

Total deferred tax liabilities 2,030,013 964,025

Net deferred tax assets (liabilities) W (1,160,457) W (195,559)

Current and non-current deferred tax assets and deferred tax liabilities as of December 31, 2010 and 2009 are as follows:

[in millions of Korean Won) 2010 2009

Current deferred tax assets W 56,208 W 334,385

Current deferred tax liabilities 4,313 -

Non-current deferred tax assets 830,981 208,014

Non-current deferred tax liabilities 2,043,333 737,958

The beginning of the year balance of valuation allowance was increased because of change in circumstances that caused a change in judgment
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As of December 31, 2010, the Company has available unused tax loss carryforwards of W 767,007 million and investment tax credit carryforwards

of W 251,115 million. The amounts of tax loss carryforwards will expire if not used by the end of 2011, 2012, 2013, 2014 and 2015 and afterwards are
W 139,341 million, ¥ 73,638 million, ¥ 73,650 million, ¥ 90,716 million and ¥ 389,662 million, respectively. The amounts of investment tax credit
carryforwards will expire if not used by the end of 2011, 2012, 2013, 2014 and 2015 and afterwards are W 589 million, ¥ 190 million, ¥ 109 million,

W 51,234 million and W 198,993 million, respectively.

(r) Comprehensive Income

Under U.S. GAAP, comprehensive income and its components are required to be presented under the provisions of ASC Topic 220, Comprehensive

income, (SFAS No.130), Reporting Comprehensive Income. Comprehensive income includes all changes in equity during the period except those

resulting from investments by, or distributions to owners, including certain items not included in the current year’s results of operations.

Comprehensive income for the years ended December 31, 2010, 2009 and 2008 is summarized as follows:

regarding the realization of the related deferred tax assets in future years. Such amounts were W 274,770 million, ¥ 154,375 million and ¥ 104,380
million as of December 31, 2010, 2009 and 2008, respectively, and is primarily attributable to the uncertainty regarding the realization of a portion of

tax loss carryforwards and tax credit carryforwards.

In assessing the realization of deferred income tax assets, management considers whether it is more likely than not that some portion or all of the
deferred income tax assets will not be realized. The ultimate realization of deferred income tax assets is dependent upon the generation of future
taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled reversal of
deferred income tax liabilities and projected future taxable income in making this assessment. Based upon the level of historical taxable income and
projections for future taxable income over the periods in which the deferred income tax assets are deductible or utilized, management believes it is
more likely than not that the Company will realize the benefits of these deductible differences, net of the valuation allowance recorded at December
31, 2010 and 2009. The amount of the deferred income tax asset considered realizable, however, could be reduced in the near term if estimates of

future taxable income are reduced.
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(in millions of Korean Won) 2010 2009 2008
Net income in accordance with U.S. GAAP 4,376,550 W 3,608,811 W 4,083,814
Other comprehensive income, net of tax
Foreign currency translation adjustments 101,337 (143,163) 501,199
Change in fair value of a derivative instrument - 11,342 (7,308)
Unrealized gains (losses] on investments 520,248 562,544 (931,373)
Reclassification adjustment for losses (gains) (158) (5,408) 4
included in income
Comprehensive income, in accordance with U.S. GAAP 4,997,977 W 4,034,126 W 3,646,336
Less: Non-controlling interest (106,075) (33,765) (74,558)
Comprehensive income attributable to controlling interest 4,891,902 W 4,000,361 W 3,571,778
as adjusted in accordance with U.S. GAAP
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Accumulated other comprehensive income, net of tax benefit (expense) as of December 31, 2010, 2009 and 2008 is summarized as follows:

lin millions of Korean Won) Changein Unrealized
Foreign Currency Fair Value of Gains (Losses) Accumulated
Translation a Derivative in Investment Other Comprehensive
Adjustments Instrument Securities Income
Balance, December 31, 2007 W 29,523 (4,034) 1,184,990 1,210,479
Foreign currency translation adjustment, 501,199 - - 501,199
net of tax W (190,110) million
Change in fair value of a derivative - (7,308) - (7,308)
instrument, net of tax W 2,772 million
Unrealized (losses) on investments, - - (931,373) (931,373)
net of tax W 353,279 million
Less: Reclassification adjustment - - 4 4
for net realized losses included in
income, net of tax W (1) million
Current period change 501,199 (7,308) (931,369 (437,478)
Balance, December 31, 2008 530,722 (11,342) 253,621 773,001
Balance, December 31, 2008 W 530,722 (11,342) 253,621 773,001
Foreign currency translation adjustment, (143,163) - - (143,163)
net of tax W 48,425 million
Change in fair value of a derivative - 11,342 - 11,342
instrument, net of tax W (4,302) million
Unrealized gains on investments, - - 562,544 562,544
net of tax W (213,509) million
Less: Reclassification adjustment - - (5,408) (5,408)
for net realized losses included in
income, net of tax W 2,051 million
Current period change (143,163) 11,342 557,136 425,315
Balance, December 31, 2009 387,559 - 810,757 1,198,316
Balance, December 31, 2009 W 387,559 - 810,757 1,198,316
Foreign currency translation adjustment, 101,337 - 101,337
net of tax W (42,701) million
Unrealized gains on investments, - - 520,248 520,248
net of tax W (36,398) million
Less: Reclassification adjustment - - (158) (158)
for net realized losses included
in income, net of tax W 45 million
Current period change 101,337 - 520,090 621,427
Balance, December 31, 2010 W 488,896 - 1,330,847 1,819,743
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(s) Fair Value of Financial Instruments
The following methods and assumptions were used to estimate the fair value of each class of financial instruments for which it is practicable to

estimate that value:

(i) Cash and cash equivalents, short-term financial instruments, trading securities, trade accounts and notes receivable, loans receivable, trade
accounts and notes payable, and short-term borrowings

The carrying amount approximates fair value due to the short-term nature of those instruments.

(i) Investment securities
The fair value of market-traded investments such as listed company’s stocks, public bonds and other marketable securities are based on quoted

market prices for those investments.

(iii) Derivative financial instruments
All derivatives are recognized on the consolidated balance sheets at fair value based on quoted market prices, dealer or counterparty quotes,
where available. If quoted market prices are not available, pricing or valuation models are applied to current market information to estimate fair

value.

(iv] Long-term loans and trade accounts and notes receivable
Long-term loans and trade accounts and notes receivable are reported net of specific and general provisions for impairment as well as present

value discount factor. As a result, the fair values of long-term loans and trade accounts and notes receivable approximate their carrying values.

(v) Long-term debts
The fair value of long-term debts is based on quoted market prices, where available. The fair value of convertible bonds was determined based
on quoted market prices in Singapore Stock Exchange. For those notes where quoted market prices are not obtainable, a discounted cash flow

model is used based on the current rates for issues with similar maturities.
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The estimated fair values of the Company’s financial instruments stated under U.S. GAAP as of December 31, 2010 and 2009 are summarized as

follows:
[in millions of Korean Won) 2010 2009
Carrying Amount Fair Value Carrying Amount Fair Value

Cash and cash equivalents W 3,598,822 W 3,598,822 W 2,196,731 W 2,196,731
Short-term financial instruments 2,954,351 2,954,351 5,820,447 5,820,447
Trading securities 183,953 183,953 505,811 505,811
Trade accounts and notes receivable and others 9,107,263 9,107,263 5,874,364 5,874,364
Investments Securities, including current portion

Marketable securities 4,944,184 4,944,184 3,973,531 3,973,531

Other investment securities 1,279,200 1,279,200 - -

Not practicable 3,108,302 - 2,301,347 -
Short-term borrowings 7,234,532 7,234,532 3,225,801 3,225,801
Long-term debt, including current portion 14,273,415 14,451,354 9,016,668 9,144,532

(t) Fair Value of Assets and Liabilities

The Company’s financial assets and liabilities are valued utilizing the market approach to measure fair value. The market approach uses prices
and other relevant information generated by market transactions involving identical or comparable assets or liabilities. ASC Topic 820, “Fair Value
Measurements and Disclosures” (SFAS 157, “Fair value measurements”), describes a fair value hierarchy based on three levels of inputs that may

be used to measure fair value which are the following:
» Level T Quoted prices in active exchange markets involving identical assets or liabilities.
» Level 2 Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the assets or liabilities.

» Level 3 Unobservable inputs for the asset or liability, either directly or indirectly, and management assessments and inputs using a binomial

lattice model as the valuation technique.
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The following table summarizes the Company’s financial assets and liabilities measured at fair value on a recurring basis in accordance with FAS

157 as of December 31, 2010:

(in millions of Korean Won) Level 1 Level 2 Level 3 Total
Assets

Trading securities W 183,953 W - W - W 183,953
Investments Securities 4,944,184 = = 4,944,184
Derivatives - 139,462 - 139,462
Equity method investments - 1,279,200 - 1,279,200
Liabilities

Derivatives - 100,497 - 100,497
Convertible Bonds 447,308 - - 447,308

(u] Classification Differences in the Consolidated Statements of Income

Certain income and expense items in the Company’s consolidated statements of income including: (i) gains and losses on disposal of property,
plant and equipment; (i) impairment of property, plant and equipment; (iii] gains on recovery of allowance for doubtful accounts; (iv) other bad debt
expenses; [v] reversal of stock compensation expense; (W) donations; (W] impairment of intangible assets; (W] and provision for early retirement
benefits have been classified as non-operating under Korean GAAP and excluded from the determination of operating income.

Under U.S. GAAP, the above noted income and expense items would be included in the determination of operating income. After reclassification

of those items, operating income under U.S. GAAP would be W 5,510,252 million and W 3,664,219 million and ¥ 7,092,851 million for the years
ended December 31, 2010, 2009 and 2008, respectively.

[v) Consolidated Statement of Cash Flows

Under both Korean GAAP and U.S. GAAP, cash flows are classified under operating activities, investing activities and financing activities.

Under U.S. GAAP, cash flows related to purchases and sales of trading securities and payments and collections of guarantee deposits are classified
as cash flows from operating activities. However, under Korean GAAP, they are classified as cash flows from investing activities. Net cash flows
from purchases and sales of trading securities and payments and collections of guarantee deposits are W 270,506 million, ¥ 777,847 million and

W (55,125) million for the years ended December 31, 2010, 2009 and 2008, respectively.
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Components of “Others” Financing Activities

“Others” financing activities disclosed within the Korean GAAP Consolidated Statements of cash flows are comprised of the following:

lin millions of Korean Won) 2010 2009 2008

Dividends paid by subsidiaries W (20,660) (16,915) (21,936)
Issuance of new shares by subsidiaries 328,708 58,593 71,448
Additional acquisition of interest of subsidiaries (*) (20,076) (117,458) (302,319)
Proceeds from disposal of interest of subsidiaries - - -
Government grants received 3,236 3,031 -
Total W 291,208 (72,749) (252,807)

[*] Additional acquisition of non-controlling interests in a subsidiary is classified as investing activities under U.S. GAAP, while it is required to be classified as financing
activities under Korean GAAP.

(w) Significant Risks and Uncertainties

Recent difficulties affecting global financial sectors, adverse conditions and volatility in worldwide credit and financial markets and general
weakness of global economy have increased the uncertainty of global economic prospects in general and have adversely affected the global and
Korean economies. Accordingly, the conditions of major Korean steel consuming industries, such as automobile and shipbuilding and construction,

could have adverse effect on the Company’s results of operation as domestic sales are approximately 51% of total sales of the Company.

Also, fluctuation of foreign exchange rate on foreign currency denominated liabilities of the Company, such as debentures and long-term

borrowings, could affect the financial condition and results of operation of the Company.

(x) Additional Segment Information and Enterprise-Wide Information

The segment information that is compiled for Korean GAAP purposes is also used by the Company’s chief operating decision maker. Therefore,
there is no difference between Korean GAAP and the management approach under U.S. GAAP with respect to how the Company has identified its
operating segments and measures segment results and assets for U.S. GAAP reporting purposes. While segment assets include all long-lived
assets and investments in equity method investees, the determination of segment operating income does not include impairment charges for these

assets nor does it include the equity in the earnings (losses) of equity method investees.

A substantial portion of the Company’s consolidated sales is from the production of steel products, which consists of hot rolled products, plates,
wire rods, cold rolled products, silicon steel sheets, stainless steel products and others. The Company does not maintain consolidated sales

information of each steel product line category.

ly) Recently adopted U.S. GAAP

In December 2007, the FASB issued ASC Topic 805, Business Combinations, (SFAS No. 141 (revised 2007), “Business Combinations” (“SFAS 141R"]).

ASC Topic 805 establishes principles and requirements for how the acquirer in business combinations should recognize and measure identifiable assets
acquired, the liabilities assumed and any non-controlling interest in the acquiree. ASC Topic 805 applies prospectively to business combinations for which
the acquisition date is on or after the beginning of the first annual reporting period beginning on or after December 15, 2008. There were no significant

business combinations during 2009. The provisions of ASC Topic 805 were applied to the Company’s acquisition of Daewoo International. See Note 32(f).
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(z) Subsequent Events

On March 11, 2011, the northeast coast of Japan experienced a severe earthquake followed by a tsunami, with continuing aftershocks. These
geological events have caused significant damage in the region, including severe damage to nuclear power plants, and have impacted Japan’s
power and other infrastructure. The total assets of the Company’s Japanese subsidiaries are not significant and management is not aware of any
physical property damage there. A number of suppliers of the Company’s manufacturing equipment are located in Japan. Some of these suppliers
were affected by the March 2011 earthquake and tsunami and some continue to be affected by unreliable power, shipping constraints and issues

with their suppliers.
The Company’s major Japanese customer accounted for approximately 2.49% of the Company’s consolidated total sales for the year ended

December 31, 2010. Management has been informed that this customer has not experienced any significant physical property damage or production

disruptions to date. Management continues to monitor the situation and Company’s potential exposure.
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GLOBAL NETWORK

DOMESTIC LOCATIONS

Headquarters
Tel : 82-54-220-0114
Fax: 82-54-220-6000

POSCO Center
Tel : 82-2-3457-0114
Fax: 82-2-3457-6000

Pohang Works
Tel : 82-54-220-0114
Fax: 82-54-220-6000

Gwangyang Works

Tel : 82-61-790-0114
Fax: 82-61-790-6000

DOMESTIC SUBSIDIARIES

POSCO E&C
Tel : 82-54-223-6114
Fax: 82-54-223-6049

Daewoo International
Corporation

Tel : 82-2-759-2114
Fax: 82-2-753-9489

POSCO SS
Tel : 82-55-269-6114
Fax: 82-55-269-6901

POSCO Power
Tel : 82-2-3469-5909
Fax: 82-2-3469-5999

POSCO ICT
Tel : 82-54-280-1114
Fax: 82-54-278-5773

POSCO Chemtech
Tel : 82-54-290-0114
Fax: 82-54-292-3417

POSCO C&C
Tel : 82-54-280-6114
Fax: 82-54-285-9009

POSCO P&S
Tel : 82-2-3469-5000
Fax: 82-2-3469-6720

SNNC
Tel : 82-61-797-9114
Fax: 82-61-797-9191

POSCO M-Tech
Tel : 82-54-280-8114
Fax: 82-54-280-8301

POSCO plantEC
Tel : 82-54-279-7114
Fax: 82-54-279-7999

Sungjin Geotec
Tel : 82-52-228-5801
Fax: 82-52-228-5989

POSCO AST
Tel : 82-31-490-5114
Fax: 82-31-490-3271

POSCO TMC
Tel : 82-41-580-1331
Fax: 82-41-581-9559

POSMATE
Tel : 82-2-528-2960
Fax: 82-2-567-5461

POSCO Terminal
Tel : 82-61-793-7412
Fax: 82-61-790-6386

POS-AC
Tel : 82-2-2018-7700
Fax: 82-2-2018-7799

POSCO NST
Tel : 82-51-850-7201
Fax: 82-51-868-7783

PNR
Tel : 82-54-222-5538
Fax: 82-54-222-5528

POSHIMETAL
Tel : 82-61-790-0224
Fax: 82-61-790-0399

POSFINE
Tel : 82-61-798-9600
Fax: 82-61-798-9699

SeungKwang
Tel : 82-61-740-8181
Fax: 82-61-743-9007

eNtoB
Tel : 82-2-2007-0800
Fax: 82-2-2007-0888

POSRI

Tel : 82-2-3457-8000
Fax: 82-2-3457-8282
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POSTECH Venture Capital Corp.
Tel : 82-54-279-8486
Fax: 82-54-279-8489

POSCO E&E
Tel : 82-2-3457-0522
Fax: 82-2-3457-1988

POREKA
Tel : 82-2-3453-5200
Fax: 82-2-3453-1802

Busan E&E
Tel : 82-51-831-1493
Fax: 82-51-831-1498

POSWITH
Tel : 82-54-220-7733
Fax: 82-54-220-7699

POSecohousing
Tel : 82-54-230-9000
Fax: 82-54-230-9100

POSPlate
Tel : 82-61-790-8330
Fax: 82-61-795-7512

Songdo SE
Tel : 82-32-200-2704
Fax: 82-32-200-2707

Suncheon ECOTRANS Co., Ltd.
Tel : 82-61-727-1011
Fax: 82-61-727-1012

INTERNATIONAL OFFICES

Rio de Janeiro
Tel : 55-21-2543-1632
Fax: 55-21-2543-0728

Dubai
Tel : 9714-221-8280
Fax: 9714-221-8178

European Union
Tel : 49-211-435-3032
Fax: 49-211-435-3030

Prague
Tel : 420-246-088-360
Fax: 420-246-088-361

Moscow
Tel : 7-915-388-7627
Fax: 7-495-258-2245

Cairo
Tel : 202-2750-7436
Fax: 202-2750-7439

Mongolia
Tel : 976-1131-0527
Fax: 976-1131-0537

Perth
Tel : 61-8-9486-7052

INTERNATIONAL SUBSIDIARIES

ASIA
China

POSCO China Holding
Tel : 86-21-6091-2788
Fax: 86-21-6091-2438

Zhangjiagang Pohang
Stainless Steel

Tel : 86-512-5856-9760
Fax: 86-512-5856-9298

Qingdao Pohang Stainless
Steel Co., Ltd.

Tel : 86-532-8683-7020
Fax: 86-532-8683-7011

Dalian POSCO Steel
Tel : 86-411-8751-5001
Fax: 86-411-8751-4685

POSCO (Guangdong) Coated
Steel Co., Ltd.

Tel : 86-757-2239-8014

Fax: 86-757-2239-8001

POSCO China Suzhou Automotive
Processing Center

Tel : 86-512-5760-5954

Fax: 86-512-5760-5950

POSCO China Foshan Steel
Processing Center

Tel : 86-757-2381-3978
Fax: 86-757-2381-9268

POSCO China Wuhu Automotive
Processing Center

Tel : 86-553-593-6603

Fax: 86-553-593-6577

POSCO China

Chongging

Automotive Processing Center
Tel : 86-23-8903-6558

Fax: 86-23-8903-6556

POSCO China Tianjin Steel
Processing Center

Tel : 86-022-6620-6802
Fax: 86-022-2532-3015

POSCO China Yantai Automotive
Processing Center

Tel : 86-535-216-6707

Fax: 86-535-216-6788

POSCO China Dalian Plate
Processing Center

Tel : 86-411-3911-3601
Fax: 86-411-3911-0911

POSCO China Liaoning
Automotive
Processing Center
Tel : 86-24-2987-5991
Fax: 86-24-2987-5892

Vietnam

POSCO Vietnam
Tel : 84-64-392-3020
Fax: 84-64-392-4198

VSC POSCO Steel
Tel : 84-31-374-8113
Fax: 84-31-385-0123

POSVINA
Tel : 84-8-3731-3097
Fax: 84-8-3731-3619

POSCO VST
Tel : 84-8-3823-2209
Fax: 84-8-3823-2210

POSCO Vietnam
Processing Center
Tel : 84-61-356-9350
Fax: 84-61-356-9356

POSCO Vietnam Ha Noi
Processing Center
Tel : 84-320-354-5816

India

POSCO India
Tel : 91-674-230-3690
Fax: 91-674-230-0058

POSCO Maharashtra Steel
Tel : 91-22-4170-7200
Fax: 91-22-4170-7219

POSCO India Pune

Steel Processing Center
Tel : 91-2114-308-102
Fax: 91-2114-308-146

POSS India Delhi

Steel Processing Center
Tel : 91-128-430-8303
Fax: 91-128-430-8343

231

POSCO India Chennai
Steel Processing Center
Tel : 91-44-3919-7503
Fax: 91-44-3919-7529

Others

POSCO Malaysia
Tel : 60-3-3101-2422
Fax: 60-3-3101-2891

Myanmar POSCO Steel
Tel : 95-1-638-305
Fax: 95-1-638-302

POSCO Malaysia
Kuala Lumpur Steel
Processing Center
Tel : 60-3-3258-2223
Fax: 60-3-3258-2103

POSCO Japan
Tel : 81-6-6214-1958
Fax: 81-6-6214-0971

XENESYS
Tel : 81-3-8475-1700
Fax: 81-3-8475-1705

POSCO Asia
Tel : 852-2827-8787
Fax: 852-2827-5005

POSCO Investment
Tel : 852-2802-7183
Fax: 852-2845-7737

PT Krakatau POSCO
Tel : 62-21-3000-3810
Fax: 62-21-3000-3811

POSCO South Asia
Tel : 62-21-3000-3809
Fax: 62-21-3000-3811

PT. Motta Resources Indonesia
(PT. MRI)

Tel : 62-21-5140-1402

Fax: 62-21-5140-1401

POSCO Thailand Bangkok
Steel Processing Center
Tel : 66-38-545-315

Fax: 66-38-545-334

POSCO Indonesia Jakarta
Processing Center

Tel: 62-21-8911-8989
Fax: 62-21-8911-8899
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AUSTRALIA

POSCO Australia
Tel : 61-2-9258-9803
Fax: 61-2-9241-2001

POSCO WA
Tel: 61-8-9486-7052

AMERICA

POSCO America
Tel: 1-201-585-3071
Fax: 1-201-585-6001

POSCO Canada
Tel: 1-604-688-9174
Fax: 1-604-669-5805

Companhia Coreano-Brasileira
de Pelotizacdo (KOBRASCO)
Tel : 55-21-2543-2812

Fax: 55-21-2543-0728

POSCO Uruguay
Tel : 598-2-900-0114
Fax: 598-2-900-8013

POSCO Mexico
Tel : 52-833-260-7700
Fax: 52-833-260-7749

POSCO Mexico Human Tech
Tel : 52-833-260-7700
Fax: 52-833-260-7749

EUROPE

POSCO Assan TST
Tel : 90-212-215-3054
Fax: 90-212-215-3053

POSUK Titanium B.V.
Tel : 7-777-002-3231
Fax: 82-2-3457-1942

POSCO Poland Wroclaw
Steel Processing Center
Tel : 48-71-774-7501
Fax: 48-71-774-7575

POSCO Turkey Nilufer
Processing Center

Tel : 90-224-484-3132
Fax: 90-224-484-3177

POSCO Europe Steel
Distribution Center

Tel : 38-65-908-3430
Fax: 38-65-908-3434



EXECUTIVE OFFICERS

SENIOR EXECUTIVE VICE PRESIDENTS

Young-Tae Kwon
Head of Raw Materials Division

Oh-Joon Kwon
Chief Technology Officer

Sang-Young Kim
Head of Corporate Relations Division

Noi-Ha Cho
Head of Carbon Steel Business Division

EXECUTIVE VICE PRESIDENTS

Ki-Hong Park
Head of Growth and Investment Division

Joon-Sik Kim
General Superintendent / Gwangyang Works

Bong-Rae Cho
General Superintendent / Pohang Works

Sebin Song
Legal Affairs Department

Sung-Kwan Baek
Steel Business Department I

Kyung-Hoon Lee
Environment & Energy Planning Department

Jong-Soo Woo
General Superintendent (Technical Research Laboratories)

Eun-Yeon Hwang
Head of Carbon Steel Marketing Division

Yeung-Gyu Kim
Human Resources and Innovation Department
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SENIOR VICE PRESIDENTS

Sung-Hwan Jang
Deputy General Superintendent / Pohang Works
(Administration)

Hoo-Geun Lee
FINEX Research & Development Project Department /
Pohang Works

Jung-Sik Lee
Corporate Strategy Department Il

Young-Sea Suh
Stainless Steel Marketing Department

Myung-Kil Park
Procurement Service Center,
Corporate Collaboration and Prosperity Department

Young-Hoon Lee
Corporate Strategy Department |
Green Development Project Department

Kui-Chan Park
Department of External Affairs

Sung-Ho Park
Steel Technology Strategy Department

In-Hwan Oh
Automotive Materials Marketing Department

Kyu-Sung Yeon
Deputy General Superintendent / Pohang Works
(Maintenance)

Kyoung-Mok Lee
Deputy General Superintendent / Pohang Works
(Iron and Steel Making)

Woo-Sig Jeon
Strategic Business Department

Young-Hun Kim
Corporate Future Creation Academy

Jeong-Woo Choi
Corporate Audit Department
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Sang-Ho Cho
Magnesium Business Department

Tong-IL An
Deputy General Superintendent / Gwangyang Works
(Maintenance)

Jae-Hen Yae
Labor and Outside Services Department

Kyung-Zoon Min
Deputy General Superintendent / Gwangyang Works
(Hot and Cold Rolling]

Won-Ki Kim
POSCO-South Asia Co., Ltd.

Sik Nam
POSCO-Vietnam Co., Ltd.

Suk-Bum Ko
Deputy General Superintendent / Gwangyang Works
(Administration)

Hag-Dong Kim
Deputy General Superintendent / Gwangyang Works
(Ironmaking and Steelmaking)

Sun-Won Kim
Order Processing and Technical Service Department

Gi-Jin Son
Corporate Contribution Department

Dong-Chul Kim
Steel Business Department |

Jhi-Yong Kim
Advanced Materials Business Department

Cheol Jeon
Stainless Steel Production and Technology

Yong-Min Kim
Zhangjiagang Pohang Stainless Steel Co., Ltd.

Young-Ki Lee
Deputy General Superintendent / Pohang Works
(Hot and Cold Rolling]
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Seong Yu
POSCO-Japan Co., Ltd.

Jae-Chul Shin
Marketing Strategy Department

Se-Hyun Kim
Productivity Research Center

In-Kyung Oh
Global Leadership Center

Seok-Joo Hwang
Information Planning Department

Chang-Hee Yim
General Superintendent / Gwangyang Research Lab

Myung-Deuk Seo
Raw Materials Procurement Department

Min-Dong Kim
POSCO-Mexico Co., Ltd.

In-Hwa Chang
New Growth Business Department

Tong-Wook Shim
Finance Department

Suk-Chul Kwon
POSCO-China Co., Ltd

Tae-Ju Lee
European Union Office

Kimok Yun

Stainless Steel Raw Materials Procurement Department

Jae-Yeol Kim
Hot Rolled Products Marketing Department

Hong-Soo Kim
Investment Department
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INVESTOR INFORMATION

Regarding POSCO Shares

As of December 31, 2010, the total number of POSCO shares
outstanding is 87,186,835. Registered common stocks are listed
and traded on the Korea Exchange (KRX] and 16,813,948

shares (67,255,792 ADRs) have been issued as depositary
receipts and are listed and traded on the New York Stock
Exchange (NYSE]), the London Stock Exchange (LSE), and

the Tokyo Stock Exchange (TSE).

The symbol for POSCO is 005490 on the KRX, PKX on the
NYSE, PIDD on the LSE, and 5412 on the TSE.

Depositary and Transfer Agent for American Depositary Receipts (ADRs)
Holders of ADRs should deal directly with the depositary,

The Bank of New York Mellon, on all matters relating to their ADRs.

The Bank of New York Mellon

Depositary Receipts Division

101 Barclay Street, 22nd Floor

New York, NY 10286

Tel: 1-212-815-2293

Fax: 1-212-571-3050/1/2

Inquiries

Investor Relations Team

POSCO

POSCO Center, 892 Daechi4-dong,
Gangnam-gu, Seoul 135-777, Korea
Tel: 82-2-3457-1420

Fax: 82-2-3457-1997

E-mail: ir@posco.com
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