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It is worth pointing out that Brazil is in a unique situation. The privileged position of foreign exchange re-
serves, which provides stability and a comparative advantage over other economies, enabled the country
to become a part of the group of countries selected for investments, which has contributed to economic

growth, as well as to the appreciation of our currency.

The currency appreciation and slow growth in the developed countries have triggered a striking phenom-
enon of steel imports into the country, which resulted in a significant change in market conditions. The do-
mesticindustry was also affected by the sharp increase in the cost of most raw materials for the production
of steel. As a natural reaction to protect its share, it reduced its margins. A pronounced increase in inventory

followed across the entire steel production chain.

This scenario found Usiminas in the process of resuming its production. It must be acknowledged that this
was a period of great internal effort to readjust the operations, which had the support and understanding
of our clients. This was only possible thanks to the ties developed through years of closeness and trust in

the quality of the products and services rendered.
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Within this new competitive environment, Usiminas reviewed its expansion plan from a different stand-
point: prioritizing efficiency in terms of the ongoing drive for increased production volume. The strategic
option was, therefore, to intensify the program of investments in the existing plants, which should result
in increasing the productivity and competitiveness of the Company. These conditions are indispensable for

facing the new challenges.

We also identified the opportunity to harness the full potential for energy generation from our own plants,
as well as to achieve greater efficiency in consumption. These practices are fully aligned with our goal of
promoting sustainable development. For Usiminas, sustainability is also an attribute of competitiveness

and value creation as it ensures that the Company is forward-thinking.

Driven by this desire to be increasingly prepared to cope with changes in the business environment, Usimi-
nas also continued with the expansion of its capacities and leadership, initiated in 2009. In this sense, it
advanced sharply with the increased participation of leaders in decision making, as well as in deepening

the culture of valuing individual and collective achievements.

MESSAGE FROM THE BOARD OF DIRECTORS

In 2011, the Brazilian steel sector will continue to cope with imports, but the adjustment of inventories in the
first half of the year and the new reality in prices should reduce the share of imported steel and increase local
production. Brazil has established itself as a prominent country in the global steel industry, where efficiency
prevails throughout the chain, which reinforces the focus of Usiminas on the enhancement of productivity.
We are certain that the investments made in recent years in increasing the quality of products to meet spe-

cific market segments, such as exploration of the pre-salt region, will also lead to results for the Company.

The ability to adapt to the business environment reveals Usiminas’s preparedness to achieve its strategic
vision, which is to be a steel group with global reach that is innovative, sustainable and among the most
profitable groups in the sector. The events of 2010 have strengthened the Company’s competitive advan-
tages, so that Usiminas remains attentive to the needs of clients and capable of generating value for share-

holders, employees and all of Brazilian society.

Israel Vainboim

Chairman of the Board of Directors
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The main reasons for this paradox were not just the traditional economic problems such as high taxes,

e

logistical bottlenecks, lack of investment in infrastructure and the high cost of inputs. The overvaluation

s

of the Real created the necessary conditions for the country to register in 2010 record numbers in direct
and indirect import of steel, which totaled, respectively, 5.9 million tons (154% higher than in 2009), and

4.2 million tons (an increase of 59%).

However, even with this scenario, Usiminas’s financial, operational and commercial indicators recovered
when compared to 2009. Strategic steps were taken in 2010 to make the Company even more competitive,
creating value for its shareholders, clients, investors, partners, employees and society in general. Our four
business lines - Mining, Steelmaking, Steel Transformation and Capital Goods - capitalized on synergies,
from upstream to downstream, encompassing the entire steel production chain, with focus on products

and services with high added value. Investments totaled RS 3.2 billion in 2010, a Company record.




In the Mining business line, with the creation of the subsidiary Mineracao Usiminas, we gathered the four
mines located in the region of Serra Azul (MG), part of the shares of the MRS railroad and the land in Itaguai
(RJ), which allows for future port facilities. We added a strategic partner to the business - Sumitomo Corpora-
tion - recognized worldwide for its broad expertise in trading commodities. We also established a business
partnership with the MMX group in the areas of port logistics and joint mining. And consolidating all this, we
started the cycle of investments of R$ 4.1 billion to quadruple the current production of iron ore by 2015, which

will translate into a natural hedge against fluctuations in its price as well as market opportunities.

In our activities in the Steelmaking business line, we adjusted our investments to the new business en-
vironment. This involved expanding the studies to increase the production capacity of the current op-
erations of the Company, through optimization of the Ipatinga and Cubatao plants. With this, we plan
to achieve gains in quality, cost reductions, and a balance between the production capacity of steel and
rolling mills, in addition to improving the energy efficiency of Usiminas. On the other hand, we decided to
cancel the project to build a new plant in the municipality of Santana do Paraiso (MG) - the excess steel
capacity worldwide and the low attractiveness of the project, given the current conditions in the steel

market, made the investment economically unviable.

We proactively geared our investments to modernize and increase production of steel with advanced tech-
nological content. Among the projects completed, the inauguration of Coke Plant 3 and the implementation
of the technology for the accelerated cooling of heavy plates in Ipatinga can be highlighted. Other strategic

projects, such as the duplication of the galvanizing line and the new hot strip mill, also advanced.

In the Steel Transformation business line, 2010 was marked by an unprecedented initiative in the Brazilian
flat steel market: the creation of Rede Usiminas, a group of distributors, processors and service centers
that chose to work exclusively with the Usiminas brand of steel. Solucoes Usiminas, in turn, reached the
end of 2010 in the lead of the distribution industry, according to the INDA ranking, and Automotiva Usimi-

nas developed investments towards its objective to achieve revenue of RS 1billion over the next five years.

MESSAGE FROM THE PRESIDENT

In the Capital Goods segment, Usiminas Mecanica has an impressive portfolio of clients and works with
positive prospects, especially in regard to oil and gas, and infrastructure markets, which should be boosted

with the approach of the World Cup and the Olympics Games.

In the social field, we preserved our historic role of fostering the development of the communities in
which we operate. A signatory of the UN Global Compact since 2004, Usiminas has reaffirmed its commit-
ments to this initiative by promoting effective actions in fighting corruption and upholding human rights,

decent working conditions and the environment.

For 2011, we are optimistic that the government that recently took office will be able to create the neces-
sary conditions for advancing the country’s cycle of sustained development, to enhance the competitive-
ness of the Brazilian industrial sector. Therefore, it is necessary to assess and fight unfair practices in
international trade and establish regulatory milestones that preserve equal conditions of competition for
supply chains. After all, Brazilian industry cannot disregard the economic stability and the good prospects

for GDP growth , nor underuse its potential to generate wealth and jobs for the country.

We remain confident and focused on capturing the maximum value and making the best of our potential,
always with care and ethics, and in line with market movements. Day by day, our 35,000 employees dedi-
cate theirgreat talent to the development of this great Company. There will be many challenges, but if we

persevere with solutions, 2011 will certainly be a year of many accomplishments.

Wilson Nélio Brumer

Chief Executive Officer
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Statement by
the Administration

USIMINAS

-

To the best of our understanding, we certify that the consolidated financial statements in accordance with

R | R e e

applicable accounting standards accurately and properly represent the assets, liabilities, financial position

and profit of Usiminas. We also attest that this Annual Report contains a timely, convenient and accurate

assessment of the development and business performance, the position,and the main risks and challenges

faced by the Company.

Ronald Seckelmann
Executive Vice-President of Finance,

Investor Relations and Information Technology

Wilson Nélio Brumer

Chief Executive Officer
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Fernando Ferreira Mazzine — Production Engineer
- Jodo Luiz Nunes de Melo — Safety Engineer
Coke Plant - Ipatinga/MG
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Gross Revenue 16,365 18,513 21,182 14,830 17,236 16.2%

Domestic Market 12,886 15,949 18,827 12,873 15,129 17.5%
Export Market 3,479 2,564 2,355 1,957 2,107 7.6%
Net Revenue 12,415 13.825 15,707 10,924 12,962 18.7%
Gross Profit 4,268 4,888 6,008 1,484 2,530 70.5%
Gross Margin 34.4% 35.4% 38.3% 13.6% 19,5% -
Operating Income before Financial 3,560 4,452 4,978 1,007 1,902 88.9%
Result

Operating Margin 28.7% 32.2% 31.7% 9.2% 14.7% -
EBITDA 4,368 5,003 6,008 1,716 2,650 54.4%
EBITDA Margin 35.2% 36.2% 38.3% 15.7% 20.4% =
Net Income 2,515 3,172 3,224 1,275 1,584 24.2%
Net Margin 20.3% 22.9% 20.5% 1.7% 12.2% -
Total Assets 18,697 20,699 27,580 25,941 31,820 22.7%
Shareholders’ Equity 10,418 12,474 15,029 16,001 19,029 18.9%
Net Indebtedness 760 -952 3,185 2,871 3,588 25.0%
Net Debt/EBITDA 0.2 0.0 0.5 1.7 1.4 -
Net Debt/ Shareholders’ Equity 0.1 0.0 0.2 0.2 0.2 -
Remuneration to Shareholders - Total 850 1,116 1,137 470 550 17.0%
Payout 34% 35% 35% 37% 35% -
Return on Equity 29% 30% 26% 8% 10% =
Number of Shares - Thousand 225,286 337929 506,893 506,893 1,013,786 100.0%
Market Value 18,163 27,541 13,442 25,035 19,424 -22.4%

(*) The financial statements comply with the IFRS (International Financial Reporting Standards).
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Domestic Market

Export Market
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87.7%
12.3%

2006 2007 2008 2009

2010

Physical sales
Million tons

Domestic market o Export market

Hot-rolled steel

Cold-rolled steel

Processed products

Slabs

Heavy plates

Hot-dipped galvanized steel
Electro galvanized steel

Iron ore

Resale

Others

OPERATIONAL AND FINANCIAL SYNOPSIS

2006
8.8

China
Colombia
Chile
Argentina
Thailand
USA
Taiwan
Spain
Others
Total

2007 2008 2009

87 8.0 5.6
267
154
143
138
14
103
89
81
562
1,651
24.8 24.8
219 24.3
3.0 2.9
45 3.6
26.2 18.9
6.9 9.2
3.7 4.2
11 0.8
6.5 n
14 03

2010
73

16%
9%
9%
8%
7%
6%
5%
5%

34%

100%

28.2
283
3.6
3.2
20.5
8.5
3.7
0.8
1.7
0.1

Net revenue 12.4 13.8 15.7 10.9
Net income 2.5 3.2 3.2 1.3
EBITDA 4.4 5.0 6.0 17

(*) The financial statements comply with the IFRS (International Financial Reporting Standards).

Interest on
own capital

13.0
1.6
2.7

Employees
23.34%

28.10%

38.3%

35.2% 36.2%

Interest on
third party
capital
10.22%

Taxes
38.34%

2006 2007 2008 2009 2010
Distribution of value added - 2010

Consolidated EBITDA (R$ billion) and margin (%) R$ 5.6 billion
Net Sales 960 407| m,496| 9,701 2433 1976| 1447 952 12,962| 10,924
Cost of Goods Sold (288)|  (161)| (10,048)| (8,897)| (2190)| (1,813)| (1260)| (770)| (10,432)| (9,440)
Gross Profit 672 246/| 1,448 804 243 163 187 182 2,530 1,484
Ot e qperacs (90) (72)|  (229)| (63)| (202)) ()| (o7 7| (628)| (477)
Revenue
Operating Income (Loss) 582 74| 1,219 641 41 (8) 80 m| 1902 1,007
before Financial Result
EBITDA 638 202| 1,819 1,261 102 33 1 132 2650| 1716
EBITDA margin 67%| 50%| 16%|  13% 4% 2% 8%  14%| 20%| 16%

(*) Results recorded via participation in subsidiaries and affiliated companies.

2010 UsIMINAS ANNUAL REPORT




2008 BBB Stable |Baa3 Stable |BBB Stable

Mining 1,035 1,238
2009 BBB Stable | Baa3 Stable | BBB Stable Steelmaking 12,442 13,587

Steel Transformation 3,978 4198
2010 BBB Stable |Baa3 Stable |BBB Stable Capital Goods 12148 15,863

Total 29,603 34,886
Non-renewable materials (t) 13,197,056 28,881,407
Direct energy (Gj) 118,583,578 272,468,624
Electricity (Gj) 1,551,977 13,300,881.23
Water (m?) 170,965,113 182,872,259
Direct and indirect emissions (in tons of CO,) 12,691,116 17,013,870
Wastewater discharge (m?) 140,767,495 139,246,371.50
Waste disposal (t) 5,091,162 6,762,823.20

In 2010, in the Steelmaking business line, 10% of the
materials used in the production of steel were obtained
through recycling. In the case of Mining, the percentage

was 50% of total inputs used.

Reduction in the consumption of materials and inputs

18 | 19 OPERATIONAL AND FINANCIAL SYNOPSIS 2010 UsimINAS ANNUAL REPORT
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As part of this movement toward change and
restructuring, in 2010, based on its vision, val-
ues and strategies, Usiminas strengthened

performance in four major business lines:

Mining
Steelmaking
Steel Transformation

Capital Goods

The Mining business line includes the mining
assets in the Serra Azul region, located in the
Minas Gerais iron ore region, in addition to land
in the Sepetiba Bay (RJ), where the Company
is developing a study on the installation of its

port terminal. In 2010, through an unprece-

dented partnership with the Sumitomo Corpo-
ration, Usiminas created Mineracao Usiminas
S.A. (MUSA), in which the Company holds a 70%
stake - the remaining 30% belongs to the Japa-

nese company.

Usiminas also holds a stake in MRS Logistica,
the concessionaire that controls, operates and
monitors the Southeast Network of Rede Fer-

roviaria Federal (RFFSA).

The Steelmaking activity has its production
concentrated in the plants of Ipatinga (MG) and
Cubatdo (SP). Usiminas has the nominal capac-
ity to produce 9.5 million tons of crude steel per
year, accounting for more than 22% of Brazilian

production.

2010 UsiMINAS ANNUAL REPORT



Created through a joint venture between Usim-

inas (70% stake) and Nippon Steel Co. (30%
stake), Unigal Usiminas focuses mainly on the
production of hot-dipped galvanized coils. Gal-
vanized steel is used mainly in the automotive,

appliance and construction industries.

Two private mixed-use marine terminals also
belong to the Steelmaking business line: The
Private Terminal of Praia Mole (Terminal Priva-
tivo de Praia Mole - TPPM), in Espirito Santo, in
which Usiminas has equity participation, and,
the Private Terminal of Cubat3o (Terminal Mari-
timo Privativo de Cubat3do - TMPC), in S3o Paulo.
Both are located outside of the organized ports

of Vitoria (ES) and Santos (SP).

The Steel Transformation business line com-
prises the companies Solucoes Usiminas and
Automotiva Usiminas. Created in 2009, Solucoes
Usiminas was consolidated in 2010 from the
merger of six assets: Fasal, Rio Negro, Dufer, Zam-
progna, Usial and Usicort. The company’s capital

is divided among Usiminas (68.9%), Metal One

CORPORATE PROFILE

Corporation (20%) and the Sleumer family (11.1%).
The company operates in three business units:

distribution, services and pipes.

Automotiva Usiminas is the only company to pro-
duce complete assemblies and truck cabs painted
in the final color, in both solid and metallic colors.
Given its close relationship with the auto indus-
try, it also plays an important role as a sensor for
this market and its particularities for Usiminas.
Through Automotiva Usiminas, the Company is
able to meet market demands and qualified to

develop strategic actions for the future.

Usiminas also operates in the Capital Goods seg-
ment, through Usiminas Mecanica, one of the
largest companies in this sector in the country.
Usiminas Mecanica provides high value-added
products, serving the following segments: struc-
tures and metallic bridges; industrial equipment
and industrial assemblies; industrial mainte-
nance; foundry; railway cars; blanks (steel shapes
cut according to the client’s needs) and stamp-

ing; steelmaking; and oils and gas.

Construction also draws the attention of Usiminas. The company significantly expanded its market
share in 2010 when it acquired a 30.7692% stake in Codeme, which operates in the segment of con-
struction of steel structures, and in Metform, which produces and sells metal tiles, steeldecks and

roofing systems.

The operation seeks to maximize synergies between the companies in the Usiminas Group, to le-
verage its portfolio and to serve an expanding market, both for the private industrial sector and
governmental programs in the areas of housing, tourism, and oil and gas. These are in addition to

Usiminas’s investments for the hosting of the 2014 World Cup and the 2016 Olympic Games.

Usiminas ended 2010 with a staff of 34,886 own employees and 25,257 outsourced workers, and

3,091 people working in social institutions established or directly supported by the Company.

The main domestic clients operate in the industrial sectors of capital goods, automotive, oil and pet-

rochemical, infrastructure and ship building. The Company also exports to all continents, especially

the neighboring countries of Latin America, as well as China, South Korea, the USA and Spain.

2010 UsIMINAS ANNUAL REPORT
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CORPORATE PROFILE

To be an innovative steelmaking group with global reach and sustain-

able growth, positioned among the most profitable groups in the
sector.

Usiminas has confidence in people and applies the

concepts of autonomy, cooperation and commitment.

the Company is trustworthy, stable and firm.

There is continuity in our actions and focus on results.

Usiminas has the know-how and extensive knowledge, experience
and unquestionable ability to perform and solve problems.

Usiminas has a very thorough focus,

from the smallest detail to the big picture.

Usiminas is receptive and transparent, with curiosity and willingness
regarding the development and implementation of ideas.

Usiminas believes that the future is built

upon decisions and actions taken today.

Usiminas sets challenging individual and collective goals

that reflect the Company’s potential and contribute
to improving business results.

Mining

Steelmaking
Steel Transformation @
Capital Goods @

MAIN PRODUCTION UNITS
UP TO DECEMBER 31, 2010

USIMINAS
SOLUGOES USIMINAS @)

SOLUCOES USIMINAS @

USIMINAS
UNIGAL USIMINAS @
USIMINAS MECANICA @

SOLUGOES USIMINAS @)

USIMINAS - HEADQUARTERS

USIFAST, 25% USIMINAS
STAKE

SOLUGOES USIMINAS &

SERRA AZUL MINE

MRS, 20% USIMINAS
STAKE

AUTOMOTIVA USIMINAS @

MRS, 20% USIMINAS
STAKE

SOLUCOES USIMINAS @)

PRAIA MOLE MIXED-USE
PRIVATE TERMINAL

SOLUCOES USIMINAS @)

CUBATAO PRIVATE
MARINE TERMINAL

USIMINAS
USIMINAS MECANICA @

RIOS UNIDOS USIMINAS
SOLUGOES USIMINAS @)

SOLUCOES USIMINAS @

SOLUCOES USIMINAS &
USIMINAS

AUTOMOTIVA USIMINAS @
USIMINAS MECANICA @

SOLUCOES USIMINAS &

USIMINAS

SOLUCOES USIMINAS €@

SOLUCOES USIMINAS €@

SOLUCOES USIMINAS @
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CORPORATE GOVERNANCE

The Company has, in the stock market, a total of
49.8% of common shares (ON) and 50.2% of pre-
ferred shares (PN). Stocks with voting rights (ON)
currently have the following distribution: Nip-
pon Group (27.8%), Votorantim/Camargo Corréa
Group (26.0%), Previ (10.4%), Caixa dos Emprega-
dos da Usiminas (Employees’ Fund) (10.1%) and
shareholders in the market (free float) (25.7%).

The Company’s stocks are currently traded in
some of the major international markets. The
stocks are listed on BM&FBOVESPA, under tick-
ers USIM3, USIM5 and USIM6; New York Stock
Exchange (Over-the-Counter, or OTC), as Ameri-
can Depository Receipt (ADR) level 1, under tick-
ers USNZY and USDMY; and Madrid (Latibex),
under tickers XUSI and XUSIO. Usiminas partici-
pates in the Level 1 Governance of the Sao Paulo
Stock Exchange (Bolsa de Valores de Sao Paulo —

BM&FBOVESPA).

2010 UsiMINAS ANNUAL REPORT
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Employee's Fund Free Float
10.1% 25.7%

S

Votorantim/
Camargo
Corréa
Group
26.0%

Nippon Group
27.8%

Source: Usiminas - December 312010

Employee's Fund
5.0%

Votorantim/ Free Float
Camargo Corréa 50.2%
Group

12.9%

Nippon Group
13.8%

Free Float
12.3%

Source: Usiminas - December 312010

Voting Capital (ON)
Controlling group 63.9% of voting capital

Total Capital (ON = 49.8% and PN = 50.2%)
Controlling group 31.8% (63.9% of voting capital)

The mission of Usiminas’s Board of Directors is to
exercise its legal and statutory powers, seeking to
maximize value, protect assets and promote the
Company'’s continued growth while respecting its
values and its social role. Currently, there are nine
effective directors who do not hold executive po-
sitions in the Company, including an independent
director - and respective deputies - elected directly
by the General Assembly for a term of two years
with the possibility of reelection. The Board ordi-
narily meets four times a year, following a pre-de-
termined schedule and, extraordinarily, whenever

necessary to the social interests.

CORPORATE GOVERNANCE

In 2010, to maintain the improvement in the flow
of information between the directors and further
increase the security of the data available, the
Company maintained an active Board Portal, a
channel with restricted access exclusively for Usi-
minas directors, in which documents and informa-

tion of interest are stored.

In the Portal, the documents and specific subjects
are available to directors in order to preserve the
confidentiality required in compliance with cor-
porate governance rules, including the possibility
of conflict of interests and relationships among
stakeholders. The topic is also addressed in the
Internal Bylaws of the Board of Directors.Among
other duties, these provide for the formal state-

ment, prior to each meeting, on any particular or

conflicting interest with the Company. In this case,
the Board member refrains from participating, dis-

cussing and voting in the respective meeting.

Israel Vainboim Chairman

Albano Chagas Vieira

Aloisio Macario Ferreira de Souza
Francisco Caprino Neto

Fumihiko Wada

Luiz Anibal de Lima Fernandes
Rita Rebelo Horta de Assis Fonseca
Romel Erwin de Souza

Toru Obata

The Fiscal Committee operates permanently
as the supervisory body of the administrative
management actions. Members, elected by the
General Assembly, have the following assig-
nments, among others: analyze the financial
statements; provide an opinion on the invest-
ment plans and capital budgets; and issue ex-
pert opinions in the case of changes in capital,
distribution of dividends or any corporate reor-
ganization through transformation, incorpora-

tion, merger or spin-off.

Marco Antonio Bersani

Adalgiso Fragoso de Faria

Carlos Roberto Nassif Campolina
Masato Ninomiya

Usiminas Board of Directors has two internal
committees - Human Resources and Audit - with
the purpose of advising, educating and suppor-
ting decision making on specific issues. The com-
mittees consist of up to five members, who may
be members of the Board itself (full or surroga-
tes), and the following may participate in the
meetings of these committees: managers, em-
ployees, experts or any other person who contri-
butes to the better understanding of the issues
covered. Each committee has its Bylaws, appro-
ved by the Board of Directors, which determine
its operating rules, assignments and responsibi-

lities.

Francisco Caprino Neto — Coordinator
Toshimi Sugiyama

Romel Erwin de Souza

Aloisio Macario Ferreira de Souza
Israel Vainboim

Toshimi Sugiyama — Coordinator
Rita Rebelo Horta de Assis Fonseca
Luiz Anibal de Lima Fernandes
Aloisio Macario Ferreira de Souza
Israel Vainboim

2010 UsIMINAS ANNUAL REPORT
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The Executive Board conducts the business ma-
nagement with a focus on the interests of the
different groups with which it interacts. As with
members of the Board of Directors, the directors
serve a two-year term and may be reelected.
Their mission is to establish guidelines for other
managers of Usiminas, guiding them in internal

and external relations.

Chief Executive Officer

Wilson Nélio Brumer

Vice-President Director, Development
Eduardo Borges de Andrade Filho
Vice-President Director, Industrial

Omar Silva Janior

Vice-President Director, Finance, Investor
Relations and Information Technology
Ronald Seckelmann

Vice-President Director, Business

Sergio Leite de Andrade

Vice-President Director of Human
Resources and Organizational
Development

Vanderlei Raffi Schiller

Vice-President Director, Special Relations:

Yasuo Takeda

CORPORATE GOVERNANCE

Usiminas also relies on the following managers:
Director of Planning and Management Control
Alberto Akikazu Ono

Director of Procurement

Antonio Carlos da Rosa Pereira

Director of Sales Industry and Distribution
Ascanio Merrighi de Figueiredo Silva
Director of Information Technology

Carlos Roberto Katayama

Director of Research and Innovation
Darcton Policarpo Damiao

Director of Market Development

Denise Baumgratz de Miranda Freitas
Director of Institutional Relations

Eduardo Lery Vieira

Director of Finance

Eduardo Moreira Pereira

Director, Automotiva Usiminas

Flavio Edson Del Soldato

Director of Ipatinga Plant

Francisco Luis Aratjo Amério

Director, Usiminas Mecanica

Guilherme Muylaert Antunes

Director of Cubatao Plant

José Erasmo Andrade Pereira

Director, Legal

José Luiz Gomes Talarico

Director of Logistics

Leonardo Almeida Zenobio

Director of Engineering and Expansion

Marco Paulo Penna Cabral

Director of Corporate Communications
Maria Ligia Costa Reis Dutra

Director, Solucoes Usiminas

Mario Antdnio Porto Fonseca

Director of Strategic Planning

Nils Tarnow

Director of Mergers, Acquisitions and Alliances
Ricardo Wagner Righi de Toledo
Director of Automotive Sales

Romel Erwin de Souza

Director of Foreign Trade

Roy Vieira Vivian

Director of Mining

Wilfred Theodoor Bruijn

Usiminas promoted internally, throughout
2010, a broad process of developing its Code of
Conduct. Some issues in the document affect
other documents, such as Supplier Guide, In-

vestment Rules, and Conflict of Interest.

The Code, which has just been approved by the
Board and soon is to be released, must move
beyond being a corporate instrument of con-
trol and standardization. It must be be, in prac-
tical terms, a guide for the relationships of its

employees with other stakeholders.

In the Annual General Meeting on April 30,
2010, Usiminas shareholders approved the
amount of RS 30 million to remunerate direc-

tors of the Company in this fiscal year.

The Company’s Board of Directors established,
in May 2010, a new remuneration policy for
members of its Executive Board. This policy is
based on market practices, which take into ac-
count the added value to the Company, its sha-
reholders and other stakeholders, established
through fulfillment of quantitative and qualita-
tive goals associated with overall company per-

formance.

The amounts for 2010 comprised a fixed portion
and a bonus. The bonus is paid in two install-
ments. The first, corresponding to 50% of the
total in December 2010, is based on an estimate
of achieving the goals. The second, correspon-
ding to the remaining balance, will be paid af-
ter the final determination of the performance
parameters, based on the audited balance sheet

of 2010 and approved by the Board of Directors.
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The remuneration policy for members of the Board, also established in May 2010, was based on a

study conducted by the Ray Group, a global management consulting business. The policy establi-

shed a fixed amount for each director, independent from the remuneration of Executive Directors.

N/A = not applicable

CORPORATE GOVERNANCE

Statutory Board

N/A

R$ 280.203,54

N/A

R$ 6,204,353.18

R$ 2,431,408.58

N/A

N/A

N/A

R$ 4,032,960.71

N/A

N/A

N/A

R$ 12,948,926.01

R$ 2,674,246.38

R$ 15,623,172.39

Board of
Directors

N/A

N/A

R$ 2.672.788,88

N/7A

N/A

N/A

N/A

N/7A

N/A

N/A

R$ 2,672,788.88

R$ 455,624.48

R$ 3,128,413.36

Fiscal
Committee

N/A

N/A

R$ 468.266,56

N/A

N/A

N/A

N/A

N/A

N/A

N/A

R$ 468,266.56

R$ 93,653.44

R$ 561,920.00

Total

20

N/A

R$ 280,203.54

N/A

R$ 9,345,408.62

R$ 2,431,408.58

N/A

N/A

N/A

R$ 4,032,960.71

N/A

N/A

N/A

R$ 16,089,981,45

R$ 3,223,524.30

R$ 19,313,505.75

Subordinate to the Board of Directors, the
Usiminas Audit Department is responsible for
evaluating the Company’s internal control and
risk management system and supporting the
decisions of the Executive Board and Board of

Directors.

In 2010, the Department ensured the mainte-
nance of corporate governance levels and matu-

rity in using the risk-based audit methodology.

The Audit Plan prioritized the processes of gre-
ater exposure to strategic risks, which were de-
veloped from the following evaluation factors:
strategic relevance; financial materiality; fraud
risks; and legal and image risks. The result of
the audits provided improvements in the inter-
nal control structure and also contributed to
the adoption of preventive measures aimed at

reducing the risks of the Company.

In addition to the internal audit activities, the
Audit Department is also responsible for the
following activities related to risk manage-
ment, which is currently under implementa-

tion:

The Sarbanes-Oxley (SOX) Project, which aims
to assess the internal control related to financial
statements, with the objective of structuring
the Company to meet the requirements of the
Sarbanes-Oxley Act. This is a US law governing
public companies listed on stock markets in the
United States. The project, besides promoting
greater transparency, ensures a greater degree
of confidence in financial reports and prepares
the Company to trade its stocks on foreign ma-
rkets. It also effectively contributes to expanding
the communication of the concept of risk throu-
ghout the organization, providing greater trans-
parency of roles, responsibilities and authority
among hierarchical levels, and giving Usiminas
the corporate governance standards equivalent

to the best market practices.

The Self-assessment project (Control Self-
-Assessment), which aims to manage ope-
rational risks, enabling the business areas
related to methodologies, tools and kno-
wledge to enhance their activities in Third
Party Contract Management, as well as
supporting the process of evaluating ser-

vice providers.

For 2011, the Work Plan of the Audit Depart-
ment, approved by the Board of Directors, soli-
difies the continued practice of Usiminas’s Cor-

porate Governance and risk management.
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As an integral part of Usiminas’s control sys-
tem, Canal Aberto, managed by the Compliance
Committee (comprising representatives of the
Vice-President of Human Resources and Orga-
nizational Development, Legal Department and
Audit Department) is one of the main tools to
identify, monitor and mitigate risks relating to
corrupt practices, whether against public autho-

rities or at a private level.

Canal Aberto was created in early July 2009 to
receive reports of irregularities observed in the
operations of the Company. This management
tool creates a space for communication not
only for employees but also clients, suppliers,
investors and society in general to warn the
company about possible cases of fraud, corrup-
tion, bribery, harassment and theft, with gua-

ranteed confidentiality and reliability.

CORPORATE GOVERNANCE

The initiative allows for anonymous commu-
nication and is aligned with good governance
practices and compliance with the SOX precepts.
The Compliance Committee handles and advises
on every claim with transparency. Those claims
that are judged to be valid are included in the
Internal Audit report and forwarded to the Audit
Committee, which, in turn, informs the Board of
Directors. Canal Aberto can be accessed through

the Internet, intranet, phone or letter.

In 2010, the Compliance Committee handled a
total of 436 messages received, which resulted
in terminations due to fraud and corruption
acts, reorientation of managers in dealing with
their subordinates, as well as repositioning of
the company in the transportation, occupatio-

nal health and safety system.
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The year 2010 was marked by an upturn in the global
economy, driven by the level of activity in emerging
countries. After the most critical period of turbulence

in the global economy, Brazil, Russia, India and China

(the so-called BRICs), dictated the pace of the recovery,

though low growth in Europe and the United States still
persists. The economic performance of the four emerging
countries was differentiated in the international
scenario. In Brazil, increasing investment, employment,

credit supply and demand enabled the GDP to grow by

approximately 7.5% in 2010.

The steel industry experienced unusual developments in 2010. The Brazilian steel market grew at
record levels, aided by the good performance registered in nearly all sectors of the economy. Howe-
ver, this growth, combined with the high exchange rate, stimulated imports, affecting the growth

of industry as a whole, and in particular the steel industry.

According to figures released by Instituto Aco Brasil - IABr (Brazilian Steel Institute), imports of
flat steel reached a volume of nearly 3 million tons in 2010. This total was well above the historical
average, and an advance of around 160% compared to the volume imported in 2009. This fierce
competition, which feds deindustrialization, and the significant growth in costs of raw materials,
inputs and labor, which could not be fully transferred to the prices of steel products, affected the

profitability of the plants, and thus Usiminas.

Mineracdo Usiminas — Itatiaiucu/MG
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In this scenario, which should not change in the short term, Usiminas had to adapt quickly to the
new competitive environment. The Company decided to increase its competitiveness in the broa-
dest sense, improving the performance of its entire value chain. Based on that decision, the strate-
gy is for the Company to remain well positioned ahead of its competitors, especially foreign com-

petitors.

The image below represents the main focus of activities in 2011:

STRATEGIC MANAGEMENT

Integration of businesses across the production chain (from mining to steel transformation and

production of capital goods) to expand the margins of Usiminas Group.

Reduction in operating costs with focus on competitiveness.

Alignment between employees and the Company’s strategies for Usiminas to overcome its

challenges.

Client-centered services, by adding value and services, to recover markets and margins.

Cash generation to enable investments and increase competitiveness.

To achieve its objectives, the Company also
improved its management tools, intensifying
the focus on cost reduction, integration and
verticalization of assets, operational efficiency,
adding value to its products and on full sup-

port to clients.

Thus, Usiminas acted to maintain its solid
foundation, in decisions that will help overco-
me current adversities in the steel industry.
Usiminas aims to remain profitable, competiti-
ve and a market leader in flat steel in Brazil and

Latin America.

Given this business environment, in 2010 the
Company remained based on four business li-
nes — Mining, Steelmaking, Steel Transforma-
tion and Capital Goods — as well as its seven va-
lues — Openness, Meticulousness, Consistency,
People, Results, Sustainability and Technique
— and its unique vision - “To become an inno-
vative steelmaking group with global reach,
and sustainable growth, positioned among the
most profitable companies in this sector”. Mo-
reover, it remains focused on five strategic dri-

vers that guide its growth and value creation:
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expansion of domestic capacity — increase
output of the existing plants and be com-

petitive in costs;

upstream integration (backwards in the va-
lue chain) — ensure competitiveness throu-
gh access to raw materials, creating hedge
(protection) against changes in the value

chain;

downstream integration (forward in the
value chain) — secure a foothold in growth
markets, integrating the businesses of the
Group and creating added value in new ma-

rkets;

expansion of the portfolio of products and
services —ensure added value, reducing the
dependence on a few product lines and

achieving growth markets;

internationalization — penetrate attracti-
ve markets outside Brazil, accelerating the

growth of the Company.

STRATEGIC MANAGEMENT

Usiminas’s main development in sustainability
management, in 2010, was the further identifi-
cation of topics that are critical to the perpetu-
ation of the Company’s businesses. This follo-
wed a second round of review of materiality
initially developed in 2009. This work is a fun-
damental starting point to establish the priori-
tization of performance management and thus
evolve in practices that enable value creation
with balanced outcomes from economic, social

and environmental standpoints.

In 2010, the process of identifying topics rele-
vant to sustainability included consultations
via questionnaires and interviews with repre-
sentatives of seven targets of Usiminas. 50
clients, 42 suppliers, 29 community represen-
tatives, 52 shareholders, 12 government repre-
sentatives and 11 experts were included. To
support the analysis, we developed a study of
benchmarking practices of ten companies in

the steel industry in Brazil and abroad.

Likewise, all Usiminas’s strategic policies and
documents in force throughout 2010, which
allowed the intersection of external interests
and internal strategies, were considered. The
study generated a matrix with ten relevant
aspects, which were grouped into five priority

topics:

Ethics and business performance
Development and retention of employees
Innovation and efficient use of natural re-
sources

Occupational health and safety of em-
ployees

Risk management and sustainable develo-

pment

It can be noted that all topics are recurrently
addressed by the Company and some will be
further addressed in 2011, such as the efficient
use of the potential energy of the steel plants.
Likewise, topics such as ethics, risk manage-
ment, people development, innovation, and
occupational health and safety are objects of

permanent focus.

With regard to integration and planning of
actions, the Company intends to approve and
communicat to the four business lines, in 2011,
the Corporate Sustainability Guidelines in or-
der to align the performance of all managers
in their daily business activities. The Guidelines
present Usiminas’s strategy in relation to sus-
tainability and propose a management struc-

ture for the topic within the Company.

Materiality also progresses in terms of dialog
with stakeholders. Sustainability improve-
ments in 2011 should again involve the main
stakeholders of the Company: investors, su-
ppliers, clients, government, internal public,

community and sustainability experts.
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At the end of 2010, Usiminas was no longer part

of the indice de Sustentabilidade Empresarial - ISE

(Corporate Sustainability Index) of BM&BOVESPA,
of which it had been a part since 2009. The absen-
ce of Usiminas, however, does not indicate that
the Company has abandoned its strategic guideli-
nes towards sustainable development, but rather
the fact that, considering the ISE methodology,
the Company’s performance was not sufficient
to overcome the performance of other companies
whose stocks were included in the new portfolio.
However, a 48-year track record and the annual
results of economic, social and environmental
performance by the Usiminas Group, presented in
this report, confirm its commitment to continue
advancing in the adoption of increasingly sustai-

nable practices.

In recent years, Usiminas published commit-
ments defined according to the action plans of
all its areas and departments. From the forma-
lization of Corporate Sustainability Guidelines,
the Company intends to move towards integra-
ted sustainability management in its four bu-
siness lines. At this point, it will be possible to
make commitments that create sustainable va-
lue for all Usiminas employees and stakeholders.
This evolution will be available on the Company’s
website, which will also allow a more dynamic
follow-up on the objectives defined and outco-

mes achieved.

STRATEGIC MANAGEMENT

o
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INVESTMENT AND PERSPECTIVES

£

i

In 2010, Usiminas invested approximately RS 3.2
billion, the highest annual figure in its history. The
Company strengthened its strategic positioning
and increased its investments in the development
and optimization of its plants, in addition to mi-
ning and research and innovation. Throughout the
year, 90 different investments were made, with
emphasis on building the new galvanizing line at
Unigal Usiminas; the Hot Rolling Mill 2 line, in the
Cubatao Plant;and Coke Plant 3 at the Ipatinga
Plant, as well as the implementation of the Heavy
Plate Accelerated Cooling Column at the Ipatinga
Plant. By 2015, Usiminas plans to invest approxima-

tely RS 11 billion in its four business lines.

In Ipatinga (MG), Usiminas invested in Coke Plant
3 - the first step towards self-sufficiency in coke,
to be achieved in 2073. In order to meet the increa-
sed demand from the automotive and appliances
industries (two segments with high potential for
business) for these steel products, the Company
invested in the expansion of its production capaci-

ty of galvanized steel.

In Cubatao (SP), investments in the new hot strip
rolling mill continued. With these, the Company
expects to increase its share in strategic markets

in the industrial segment.
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The largest volume of investments is geared to-
wards the Mining business line, which should re-
ceive investments of nearly RS 4.1 billion by 2015,
to be used in industrial facilities, equipment, dams
and shipping terminals. With these investments,
production should jump from the current 7 million

tons to 29 million tons/year in 2075.

The growth outlook for the Brazilian economy
in coming years is favorable. It is expected that
the country’s economy will grow between 4%
and 5% p.a. In turn, in China and India, among
other large buyers of commodities, the growth
trend should be maintained at levels higher

than Brazil’s. Europe and the United States

should continue on a path of low growth, al-

INVESTMENT AND PERSPECTIVES

though, in the opinion of some analysts, they

should not fall into recession.

The expectation is that the domestic market
will remain stimulated by the purchasing power
of the population and decrease in unemploy-
ment. The expected production and consump-
tion of steel should rise due to the reduction of
inventories of steel products as well as a decre-
ase in steel imports - in this case, because of

restrictions on unfair pricing practices.

The good prospects for the domestic economy
also gained a new momentum with the con-
solidation of the new rules for oil exploration
in the pre-salt region. Furthermore, in various
sectors of the economy, there are signs of con-

tinued growth, and therefore, Usiminas will be

directly benefited. Among these are the cons-
truction industry, with strong stimulus to the
segment of affordable housing as well as hou-
sing intended for the population with greater
income. In addition to the works planned for
the 2014 World Cup and the Olympic Games
in 2016, the Federal Government, through the
Programa de Aceleracao do Crescimento - PAC
(Growth Acceleration Program) should advance
the construction and modernization of infras-
tructure, especially roads, ports and airports.
The automotive industry should continue to
expand, as well as capital goods and the ship
building industry. In all these industries, Usimi-

nas is the leading supplier of steel products.

In the mining area, the Company took a major
leap in 2010 by establishing a new partnership
with Japan’s Sumitomo Corporation. This part-
nership acquired a 30% stake in Mineracao Usi-
minas for RS 2.137 billion, corresponding to US$
1.255 billion. Sumitomo Corporation agreed to
pay MUSA an additional amount of up to US$
674 million (so that the total payment can reach
USS 1.929 billion). In addition to capital invest-
ment, Sumitomo Corporation, one of the major
Japanese traders of commodities, will add ma-
rketing expertise to the business, since it has
great knowledge of the global market for iron

ore.

The mines, which produced 5.5 million tons of
ore in 2009, closed 2010 with 6.8 million tons of
ore produced, a volume 24.9% higher than the
previous year. The goal is to increase production

to 29 million tons by 2015.

The first phase of these investments, which was
approved by the Board of Directors at the end of
2010, will reach R$ 550 million. Thus, the produc-
tion capacity of the mine will reach 12 million
tons per year in 2012. For this, the main projects
are the construction of a pellet feed (pellet fi-
nes) concentrator and the creation of a new sin-

ter feed (sinter fines) processing plant.
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Also in 2010, Usiminas announced an agreement for the use of the LLX Sudeste Port, starting in

2012, for a period of five years; such agreement may be extended. The expectations are to initially

export 3 million tons, but with gradual expansion of shipments to 4 million tons in 2013, 8 million

in 2014, 12 million in 2015 and an additional 12 million tons in 2016. Furthermore, the agreement fo-

resees the joint exploration of the Pau de Vinho mine, in Serra Azul (MG).

Instituto Estadual do Ambiente — Inea (State En-
vironmental Institute) approved, in the begin-
ning of 2010, Usiminas’s plan to decontaminate
the area of the Company in Baia de Sepetiba
(RJ). The land, which previously belonged to the
bankrupt estate of Inga Mercantil, was purcha-
sed in 2008 by Usiminas, which agreed to reme-

diate the environmental problem.

The approved project foresees the envelopment
of industrial waste with an impervious cover to
contain the contaminated material, preventing
its contact with the external environment. The
idea is to use approximately 1.3 million tons of

isolated waste to fill the entire area.

INVESTMENT AND PERSPECTIVES

The preparation work began in 2009. The reme-
diation process began in 2010 and should require
approximately R$ 98 million. The expected dura-
tion of the decontamination work is 18 months.
Upon completion of the activities, the Company
will proceed with the studies for the installation

of its own port terminal in Itaguai (RJ).

In 2010, Usiminas continued the work of its Integrated Operations Center (Centro Integrado de
Operacodes - ClO), which started in 2009 in Ipatinga (MG), with the purpose of monitoring the

activities foreseen in the steel production phases.

Considered by experts one of the most modern integrated centers in global steel business, the CIO
relies on 23 professionals from various phases of the production process, working in three shifts.
This ensures faster and more efficient production by allowing changes in the procedures of each

phase, with the aim of achieving better results.

The operations center represents the perfect translation of gains in competitiveness, since it

provides a dynamic integration of all key areas of the Company.

In 2010, Usiminas went a step further to differentiate itself from its competitors by starting the
production of heavy plates of high strength steel, with limits at or above 490N/mm .The initiative
was made possible thanks to the fact that the company is the exclusive owner, in Brazil, of the
Continuous on Line Control Process (CLC) technology. The technology transfer agreement was

executed, in 2009, with Nippon Steel Co.

The CLC technology consists of the combined use of controlled rolling and accelerated cooling.
Thus, the equivalent carbon can be greatly reduced, since the desired resistance is obtained in
the cooling phase. The method provides excellent low temperature tensile strength and excellent

results in welding operations.

Steels processed by the CLC technology are extensively used around the world, particularly in ship

building, offshore and line pipes, construction and pressure vessels and industrial machinery.
CLC steels are distinct because they have refined grain and low-carbon content, alloying elements

and equivalent carbon. Additionally, they ensure optimum metallurgical control during the phases

of steel refining, casting, rolling and accelerated cooling.
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To meet this demand for products with higher added value, through the partnership with Nippon

Steel,the Company also began todevelopits products using the Continuous on Line Control Process

technology, an investment which, in 2010 alone, reached RS 539 million. The technique allows the

production of steel through the Thermo Mechanical Control Process (TMCP), an innovative and

high-tech methodology already used by the steel industry worldwide. This is the first time the

technology has been transferred from Japanese plants to a steel plant in another country.

The technology is present in the Sincron family of premium products from Usiminas, with higher

added value and different characteristics compared to a normal heavy plate. Sincron was specially

designed to conciliate, control and integrate processes, enabling clients to achieve gains in terms

of time and productivity.

Civil construction in steel is a strategic market
focus for Usiminas. The Company plans to de-
velop new businesses in the sector through
partnerships or by joining companies speciali-
zed in construction of residential buildings in
steel, such as in the case of investments alrea-
dy made in two companies of the sector - Co-
deme (which operates in the segment of steel
structures) and Metform (a manufacturer of

metal shingles, steeldeck and roofing systems).

INVESTMENT AND PERSPECTIVES

Estimates are that by 2015, due to the booming
civil construction industry, sales of products to
this segment will account for 50% of total sa-

les, up from the current 22%.

The projections are also favorable for projects
related to the 2014 World Cup and the Olympic
Games in 2016, which should boost the level
of economic activity, with positive effects on
the steel market. Usiminas maintains internal
working groups that have closely monitored
the new business opportunities that may arise

with the hosting of these sporting events.

In this construction technology, the concrete structure is replaced by steel structures, which pre-
sents a series of economic and environmental advantages. Among them are the shorter execution
time, the rationalization of materials and labor, the quality assurance offered by an industry that

relies on highly qualified personnel, the organization of the construction site, the reduced weight

of transported material, and the recyclable nature of steel.
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Pipe storage warehouse - Solucoes Usiminas
Campo Limpo Paulista/SP
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Business Performance

Usiminas Consolidated

Mining Steelmaking

Ipatinga Plant
Cubatdo Plant
Unigal

Interest in Ternium™*

Mineracao Usiminas™

*Controlled by the Company.

Steel Transformation Capital Goods

Solucdes Usiminas
Usiminas Automotiva
Interest in Metform and
Codeme™*

Usiminas Mecanica*

** Results accounted via participation in subsidiaries and affiliated companies.

MINING

In the mining area, Usiminas advanced strategi-
cally in the market by establishing an unprece-
dented partnership with Japan’s Sumitomo Cor-
poration, one of the largest commodity traders in
the world. Mineracao Usiminas S.A. (MUSA) was
created to concentrate the Company’s mineral as-

sets located in the region of Serra Azul (MG).

Thus, Usiminas strengthened its position in the
supply of raw materials to its own plants and in-
creased its efficiency by more closely integrating
the mining and logistics activities with the steel
activities. In addition to the capital investment,
the century-old Sumitomo Corporation brings
expertise to the business, since it has extensive

knowledge of the global iron ore market.

In 2010, 6.8 million tons of ore were produced,
24.9% more than in 2009. Of this total, 1 million
tons were marketed with third parties, 1.8 million
tons were transferred to the Ipatinga Plant, and
an additional 3.2 million tons were transferred to

the Cubatao Plant.

In the mining area, Usiminas

advanced strategically in the

market by establishing an
unprecedented partnership with

Japan’s Sumitomo Corporation.
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Usiminas informed, through Relevant Fact,
that the mining companies Usiminas, MMX,
and LLX executed, on February 11, 2071, the de-

finitive agreements that establish:

Provision by LLX Sudeste Operacoes
Portuarias Ltda. (LLX Sudeste), a subsi-
diary of PortX, to Mineracao Usiminas,
of port operations services in Port Su-

deste;

Lease, by Mineracao Usiminas to MMX,

of the Pau de Vinho mine.

Thus, Mineracao Usiminas will be able to ex-
port its iron ore by 2012, and it will have the
option to renew the agreement for one to five
years. With the lease agreement, the company
and MMX expect to obtain significant syner-
gies between the operations of the Serra Azul

and Pau de Vinho mines.

The production of brute steel rose by 29.5% in
2010, from 5.6 million tons in 2009 to 7.3 million
tons. Overall sales totaled 6.6 million tons, an
increase of 16.6% over the previous volume (5.6
million tons). Usiminas geared 74.9% of sales to
the domestic market and 25.1% to the export

market.

BUSINESS PERFORMANCE
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Usiminas sales in the domestic market reached
4.9 million tons in 2010, representing 74.9% of
the total, surpassing by 21.5% the result of 2009.
The representativeness of the segments in sales
was in line with the performance shown in the

previous year.

In the analysis by segment, the major networks
accounted for 41% of sales of the Usiminas
Group, demanding two million tons, followed by
companies associated with the automotive sec-
tor, with a 34% share (or 1.7 million tons), and
the industrial sector with a 25% share, equiva-

lent to 1.2 million tons.

Automotive 1,656 34%
Industrial 1,231 25%
Large Network 2,027 41%
Total 4,914 100%

Exports of rolled and processed steel by the Usi-
minas Group corresponded to 251% of physical
sales, totaling 1.7 million tons in 2010, a 4% incre-
ase over the previous year. The devaluation of the
exchange rate was the factor that most contri-
buted to exports not showing significant growth.
The major client markets were China, Colombia,

Chile, Argentina and Thailand.

China 267 16%
Colombia 154 9%
Chile 143 9%
Argentina 138 8%
Thailand 14 7%
USA 103 6%
Taiwan 89 5%
Spain 81 5%
Others 562 34%
Total 1,651 100%

Unigal Usiminas consolidated in 2010 the ex-
pansion of the hot-dipped galvanizing line, whi-
ch will expand to 550,000 tons/year from the
current production capacity of 480,000 tons/
year and generate 120 direct jobs. The invest-
ment will produce hot-dipped galvanized ste-

el coils, with pure zinc coating (Gl) or zinc-iron

alloy (GA) for use in dashboards in the automo-
tive industry, appliances and civil construction.
It is expected that the expansion project will

be completed in the first half of 2011.

On January 31, 2011, the Company, together with
its wholly owned Danish subsidiary Usiminas
Europa A/S (Usiminas Europa) received approval
by the Board of Directors, as per the meeting
held on the same day, and signed an agreement
regulating rights to record a public offering
(the Agreement) with Ternium SA., a company
incorporated under the laws of Luxembourg
(Ternium), and Techint Holdings S.ar.I (Techint),
parent company of Ternium that operates under

the laws of Luxembourg.

Ternium filed a registration statement with this
Council (registration request) using Form F-3
with the Securities and Exchange Commission
in the United States (SEC) for the public offering
of up to all stocks issued by Ternium owned by
Usiminas Europa (subject to certain conditions)
in the form of American Depositary Shares
(ADSs) listed on the New York Stock Exchange
(the Offering), less the number of stocks that

Ternium and Techint agreed to acquire, as below.
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According to the Agreement, and subject,
among other conditions, to consummation of
the Offering, Ternium and Techint agreed to ac-
quire from Usiminas Europa US$ 100 million and
USS$ 150 million, respectively, of Ternium’s stocks
owned by Usiminas for the same price per stock

of the Offering, totaling US$ 250 million.

On January 31, 2011, Usiminas had (indirectly
through Usiminas Europa) representative inte-
rest of 14.25% of the total capital of Ternium.
Each ADS represents the right to receive 10 (ten)

common stocks of Ternium.

Through Public Announcements issued on Fe-
bruary 10 and 21, Usiminas reported to sharehol-
ders and the general public that the transaction
value totaled US$ 1,028,634,213.60, this being
USS$ 778,634,208.00 of the public offering and
USS 250,000,005.60 of the transaction with Ter-

nium and Techint.

With the completion of the sale of its stocks,

Usiminas no longer holds any stake in Ternium.

BUSINESS PERFORMANCE

In 2010, the Company consolidated the com-
pany Solucoes Usiminas. The company was cre-
ated from the merger of the assets of Fasal, Rio
Negro, Zamprogna and Usial, which were com-
panies processing and distributing steel, and

the industrial plant Usicort.

The creation of Solucdes Usiminas serves the
strategic objective of delivering products with
high added value to distribution markets, servi-
ces and pipes. With 14 units strategically spre-
ad across five Brazilian states, it operates more
closely to its clients, which helps reduce costs
and lead times. It serves, among others, the ap-
pliance, automotive, auto parts, civil construc-
tion, distribution, electronics, and machinery

and equipment segments.

Through an unprecedented initiative, the Com-
pany also encouraged the formation of Rede
Usiminas de Distribuicdo (Usiminas Distribu-
tion Network), which comprises 11 companies
capable of marketing 1.5 million tons of steel

per year.

At Automotiva Usiminas, the project for the ex-
pansion of production capacity was initiated.
With the consolidation of two investments, the
company created a new line of paint and ano-
ther line of truck cabs, which entered produc-

tion in 2011.

The company meets the demands of vehicle
manufacturers, allocating a larger volume of
products to the segment of heavy vehicles (tru-
cks and buses), such as parts, components and
stamped assemblies, welded and painted to ma-

jor automakers in the country.

In the expansion process, the Company plans to
obtain RS 500 million in revenue in 2011, which

should rise to RS 1 billion in 2016.

In addition to matching the growth of current
clients, Automotiva Usiminas works to offer new
services, by adding value to steel supplied by the
plants and transforming sheets into products
such as cabs and components for trucks, buses
and light commercial vehicles, and small parts
for light vehicles. The company owns a single

production unit, located in Pouso Alegre (MG).

This company is an important arm within the
strategy of the Usiminas Group of adding value
to products and seeking to expand the delivery of

manufactured goods to the end user.

Usiminas Mecanica is among the largest compa-
nies in capital goods in the country, serving the
following markets: structure and metal bridges;
equipment and industrial assemblies; industrial
maintenance; foundry; railway cars; blanks (ste-
el shapes cut according to customer needs) and

stamping; steelmaking; and oil and gas.
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USIMINAS — Financial Dimension

L
Income statement per business line- unaudited pro forma*
R$ Million Mining Steel T St'e & Capital Goods Consolidated
ransformation
'-\L 2009 2009 2009
Net Sales 960 407, 11,496 9,701 2,433 1,976 1,447 952| 12,962| 10,924
Cost of Goods Sold (288) (161)| (10,048)| (8,897)| (2190)| (1,813)| (1,260)| (770)| (10,432)| (9,440)
Gross Profit 672 246 1,448 804 243 163 187 182 2,530 1,484
Operating (Expenses)/ (90) (72) (229) (163) (202) (177) (107) (1) (628) (477)
Revenue
Operating Income (Loss) 582 174 1,219 641 (8) 80 m 1,902 1,007
before Financial Result
EBITDA 638 202 1,819 1,261
EBITDA margin 67% 50% 16% 13%
PERFORMANCE OF THE BUSINESS LINES
MINING
In 2010, the Mining business line generated net revenue of R$ 960.0 million, 135.9% higher than in
2009, due to higher volumes marketed and better prices. Gross profit totaled RS 671.8 million, an
increase of 173.6% over the previous year, and the gross margin was 70%, up 9.7 percentage points,
due to the higher volume and prices. EBITDA had an even more significant increase, of 215.8%, rea-
ching RS 638.2 million and a margin of 67%.
Luiz Eduardo Teixeira Malta — Communications Analyst
Cubatdo Plant/SP
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Steelmaking presented net revenue of RS 11.5 billion in 2010, 18.5% over the previous year. This per-
formance primarily reflects the higher volumes marketed and prices. Gross profit reached RS 1.4
billion, a growth of 80.1% over 2009, and the gross margin was 12.6%, which exceeded by 4.3 per-
centage points the gross margin of the previous year, due to the spreading of fixed costs. EBITDA
totaled RS 1.8 billion, 44.3% higher than in 2009, and the margin also showed an evolution, going
from 13.0% to 15.8% in 2010.

Unigal Usiminas’s results in 2010 showed significant advances compared to the previous year. Sales
volume grew by 12% and net revenue showed a growth of 43%, totaling R$ 290 million. EBITDA and

net income totaled, respectively, R$ 252 million and R$ 169 million.

The higher volume marketed and the prices in the Steel Transformation business line in 2010 reflec-
ted in an increase of net revenue by 23.1% of approximately R$ 2.4 billion, gross profit of RS 243.4
million (increase of 49%) and EBITDA of R$ 101.6 million, a 200.7% leap over 2009. The gross margin
was 10.0%,g 1.7 percentage points above the previous year, and the EBITDA margin of 4.2% was 2.5

percentage points higher, reflecting mainly the spread of fixed costs.

Solucoes Usiminas generated net revenue of R$ 2.0 billion in 2010, a result 11.1% higher than in 2009,
helped by higher volumes marketed and better prices charged by the company in the period. Auto-
motiva Usiminas, in turn, sold R$ 407 million in the previous fiscal year, compared to RS 278 million

in 2009, an increase of 46% mainly due to the higher volume.

In 2010, the Capital Goods business line generated net revenue of R$ 1.4 billion, 52.0% higher than
in 2009. Gross profit reached RS 187.3 million, an increase of 2.8% over the previous year. The gross
margin was 12.9%, or 6.2 percentage points lower than the previous year. This was due to the en-
trance of imported products and the reduction of margins, caused by the high competitiveness in
the sector, coupled with the reflection of the global economic crisis in the capital goods market.
EBITDA totaled R$ 111.4 million, a decrease of 15.6% compared to 2009, and the margin also declined,
from 13.9% to 7.7% in 2010.

FINANCIAL DIMENSION

Usiminas’s consolidated gross revenue in 2010
reached RS 17.2 billion, 16.2% higher than in
2009. This performance reflects higher volume
and the improved mix of products sold, both
domestically and in the export market. Sales
growth was 16.6% (+21.5% domestically and
+4.0% in export markets), with the domestic
market and its share in the Company’s total re-
venue, reaching 87.8%, being noteworthy. The
average depreciation of the US dollar by 11.9%
during the year did not allow exports to show
a better performance, limiting the growth of

Usiminas’s revenue by 7.6%.

185 9 24
172
16.4 iZ'G
21
i 3.5 14.8 i

9 2.0

2006 2007 2008 2009 2010

Consolidated gross revenue
RS billion

Domestic market o Export market

Net revenue reached RS 13.0 billion in 2010 and
grew by 18.7% over 2009, due mainly to the gre-
ater volume and increase in average prices. The
hot-dipped galvanized rolled products, heavy
plates and processed steel products were those

which increased their share in revenue.

Iron ore Oth?:s
0.8% ORk
Resale
17% Slabs

- 3.3%
Electro galvanized
5.0%

Hot rolled

28.2%

Heavyplates
20.5%

Hot dipped
galvanized
8.5%

Processed
products
3.6%

Cold rolled
28.3%

Breakdown of net revenue - 2010

In 2010, the highlights in the generation of reve-
nue in the domestic market were rolled products
and heavy plates. In the export market, the rolled
products also showed growth in revenue and re-

presentativeness in the segment.
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Resale Iron Ore
2.0% 0.1%
Slabs
0.9%

Electro galvanized
5.6%

Others
0.2%

Heavy plates

19.0%
° Hot rolled

30.6%
Processed
products

3.6%

Cold rolled
29.1%

Hot dipped

galvanized
8.9%

Processed products Heavy plates
3.4% 29.8%

.

Electro galvanized
2.4%

fgab

16.1%

Cold rolled
25.0%

Hot dipped
galvanized

6.6% /
Hot rolled
16.7%

Domestic market

Export market

The costs of products sold (Custos dos Produtos Vendidos - CPV) increased by 10.5%, and totaled
RS 10.4 billion in 2010. The additional amount reflects the higher volume and readjustment of raw

material prices.

Gross profit totaled RS 2.5 billion in 2010 and expanded by 70.5% compared to 2009. This perfor-
mance reflects the spread of fixed costs due to the higher sales volume. The ratio of gross profit
to net revenue corresponded to the gross margin of 19.5%, i.e. 5.9 percentage points higher than

the ratio for the previous year.

Operating expenses increased from 4.4% of net revenue in 2009 to 4.8% in 2010, reaching RS 628.4
million, due mainly to increased expenses from product distribution. For the same reason, expenses
for sales totaled RS 374.3 million, an amount that raised the share in net income from 2.6% to 2.9%.
General and administrative expenses totaled R$ 527.2 million and the ratio to revenue of 41% remained
practically unaltered. Other operating income and expenses totaled RS 273.1 million, 3.7% higher than

the amount recorded in 2009.

FINANCIAL DIMENSION

Operating Income Before Financial Results and Interests (EBIT) totaled RS 1.9 billion in 2010, resul-
ting in an EBIT margin of 14.7%, a result that is 5.5 percentage points higher than in 2009.

EBITDA (operating income before financial expenses, stakes in subsidiaries and affiliates, plus de-
preciation and additions and exclusions not affecting cash) was RS 2.7 billion, up by 54.4% over

20009, resulting in an EBITDA margin of 20.4%.

)
35.2% 3629  383%
20.4%
15.7%
2006 2007 2008 2009 2010

Consolidated EBITDA (R$ billion) and margin (%)

The net financial result for 2010 amounted to revenue of R$ 13.2 million, compared to RS 608.8
million in 2009, primarily due to foreign exchange gains of R$ 189.3 million, resulting from the ap-
preciation of the Real. In the previous year, exchange gains of R$ 967.3 million were determined. The

appreciation of the Real against the US dollar was of 25.5% in 2009 and 4.3% in 2010.

Interests in subsidiaries totaled RS 235.9 million in 2010, a result 40.8% higher than 2009. This per-

formance is mainly due to the better results of Ternium.

Consolidated net income reached RS 1.6 billion in 2010, a result 24.2% higher than in 2009, with a net

margin of 12.2%, compared to 11.7% in the previous year.
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Short term 542,375 288,467
Long term 1,900,169 3,222,978
Gross debt 2,442,544 3,511,445
Cash and financial 2687393 395 654
investments

Net indebtedness (244,849) 3,115,791

Total consolidated indebtedness on December
31,2010 was RS 8.1 billion (equivalent to US$ 4.9
billion), against RS 6 billion (equivalent to US$
3.4 billion) at the end of 2009. This growth is
associated with the pace of investments and
procurement of funding for the execution of

investments planned for the future.

At the end of 2010, debt consisted of 50% lo-
ans/financing in local currency and 50% in fo-
reign currency. Of the total volume, 11% had
short-term maturity and the remaining 89%

had long-term maturity.

Since it holds assets and liabilities in foreign
currency, mainly in US dollars, Usiminas en-

gaged in swap transactions in order to reduce

FINANCIAL DIMENSION

830,842 493,994 418,634 912,628
5123147 | 3,560308 | 3,669,146 7,229,454
5,953,989 | 4,054,302 4,087,780 | 8,142,082
3,083,047 4,005736 548,149 4,553,885

2,870,942 48,566 3,539,631 3,588,197

costs, protect itself from exchange exposure
and cope with interest, avoiding the disparity

between currencies.

On December 31, 2010, the net debt/sharehol-
ders’ equity ratio was equivalent to 0.2 and its
ratio to EBITDAwas 1.4. The Usiminas adminis-
tration understands that the debt conditions
and investments are adequate to support fu-
ture needs arising from investments, working

capital and debt relief.

The consolidated financial position changed
from net debt of RS 2.9 billion at the end of
2009 to RS 3.6 billion at the end of 2010.

Usiminas is responsible for generating wealth
directly and indirectly through payments to
shareholders, job creation, tax payments and
social contributions. In 2010, the added value
totaled RS 5.6 billion, distributed among taxes
(38.34%), remuneration of third party capital
(10.22%), employees (23.34%) and return on

equity (28.10%).

Interest on
Own Capital
28.10%

Employees
23.34%

Interest on
third Party
Capital

10.22% Toree

Distribution of value added - 2010
R$ 5.6 billion
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Usiminas stocks are traded in Brazil on Bolsa de
Valores e Mercadorias e Futuros under tickers
USIM3, USIM5 and USIM6; in the United States,
the Company has Level 1TADRs traded in the Over-
-the-Counter market, under tickers USDMY and
USNZY. In Spain, the Company’s stocks are traded
on the Latibex under tickers XUSI and XUSIO.

In 2010, the common share (USIM3) ended
the year at RS 21.35, and the preferred share
(USIMS5) at RS 19.16, with a devaluation of 14.8%
and 22.4% respectively compared to the closing
of December 31, 2009. In the same period, Ibo-
vespa presented growth of 1.0%. By the end of
the fiscal year, the market value of Usiminas

was RS 19.4 billion.

USIM5 -22.4%

IBOVESPA 1.0%

Usiminas has the following ADRs traded in the
OTC market in the United States: the USDMY,
backed by ordinary shares, and USNZY, backed
by preferred class A shares. On December 31,
2010, ADR USNZY, of greater liquidity, was tra-
ded at USS 12.05, with depreciation of 17.0% in
the year. ADR USDMY closed at US$ 11.54.

In 2010, XUSI shares (preferred) decreased by
13.1% compared to the closing of 2009, ending
the fiscal year at € 8.50. XUSIO shares (ordinary
shares) also decreased in value by 3%, closing

the year at € 9.56.

R$ 25.05
69,304
68,588
R$19.16
I 1 1 1 1 1 1 1 1 1 1 1
o 6 o o
\q/QQ ’LQ\Q ’LQ\Q 0\0 "LQ\Q %0\0 ’LQ\Q ’LQ\Q %Q\ q ) ’19\ \’LQ\
Q& N O o\ \W o o Qo @ o' S N <
a0 o AP Q' BN o o o o o o \

Usiminas PNA (USIM5) and ON (USIM3) versus Ibovespa 2010
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Usiminas distributed to its shareholders a total
of approximately R$ 550 million in dividends/in-
terest on own capital referring to the 2010 fiscal
year, which meant a payout of approximately

35%.

Actions related to communication with sharehol-
ders, analysts and investors conducted by Usimi-
nas throughout 2010 sought to provide further
information on capital markets and strengthen
the relationships in order to add value to sha-
reholders. Usiminas acted with transparency in

delivering these high-quality services.

To serve the more than 64,000 shareholders of
the Company, APIMEC public presentations (As-
sociacao dos Analistas e Profissionais de Inves-
timento do Mercado de Capitais - Association
of Analysts and Professionals of Investment in
Capital Markets) were held in several Brazilian
capitals. During the year, ten Apimec public pre-

sentations were held.

As for the events for individual investors (indi-
viduals), the Company participated in three edi-
tions of “Expomoney,” geared towards financial
education, which consisted of free lectures and
exhibitions for those interested in taking care of

personal finances or knowing and exploring all

35% 35%

34% i i
i 37%
i 35%

2006 2007 2008 2009 2010

Remuneration to shareholders
(Dividends and interest on own Capital)

RS billion o Pay out

investment options. Usiminas was present in 37
lectures and national and international road sho-

ws, interacting directly with foreign investors.

As a way of meeting the demands of analysts
and investors, the Company held 467 meetings,
involving 643 institutions around the world. The
Company also promoted 14 visits to its various
industrial units, including the iron ore mines in
Itatiaiucu (MG), Ipatinga Plant (MG) and Cuba-
t3o Plant (SP).
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The Investor Relations team of Usiminas was
appointed by Institutional Investor magazi-
ne, from a poll of “sell-side “and “buy side”
analysts, as the third best team in the Metal
and Mining industry in Latin America, which

comprises 25 companies.

FINANCIAL DIMENSION

467 643 10 3

Usiminas increased interaction on the Investor
Relations website, which posted a 46% incre-
ase in the number of hits in 2010 compared
to 2009, with approximately 52,000 visitors,
and provided some tools with more technolo-
gically advanced features. This provided users
with a faster and more dynamic navigation in
the search for information, and reinforced the
Company’s effort towards greater transpa-

rency.

BT
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One of the first measures was to develop indicators to accurately measure the investment and the
revenue of Usiminas in innovation, through numbers such as the ideas captured that effectively be-

came projects and the number of employees directly involved in research and innovation processes.

In recent years, Usiminas’s investments in research and innovation have grown and should triple by

2011, increasing from R$ 25 million, allocated in 2008, to R$ 75 million.

Innovation has always been part of Usiminas’s strategy, and is expressed in the vision of the Com-
pany. But in addition to historically maintaining investments in research and development, the

biggest challenge is disseminating knowledge to the workforce internally.

The Comunidades de Praticas project (Communities of Practices) represents one of the most impor-
tant initiatives carried out by Usiminas’s Knowledge Management Department, since it systemati-
zes the transmission of information between employees of the Company. Competitive Intelligence

and Benchmarking cells are also part of the Department.
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Knowledge Management, which is present

throughout the Company, includes:

ldentifying best practices internally and
on the market;

Detecting technological innovation deve-
loped in Usiminas companies, and moni-
toring their implementation;
Determining external opportunities that
can foster innovation in the Company;
Monitoring technology and market deve-
lopment, and seeking information to faci-
litate decision making;

Managing documents;

Encouraging the proposal of ideas.

In addition to operating a Technology Center ge-
ared towards the development of steel products
and processes in Ipatinga (MG), the Company
decided to build a second research facility in
Rio de Janeiro. In November 2010, the corners-
tone of the Center for Technology, which will
be installed in Ilha do Fundao, was launched in
partnership with Universidade Federal do Rio de

Janeiro (UFRJ).

The new research unit of the steel plant is es-
pecially geared towards the study and develop-
ment of steel solutions for the sectors of oil and
gas, ship building and offshore, with a focus on

meeting the demands of future oil exploration

INTANGIBLE ASSETS

in the pre-salt layer. The research will be deve-
loped in partnership with Instituto Alberto Luiz
Coimbra de Pds-graduacao e Pesquisa de Enge-

nharia (COPPE), UFRJ.

Among other partnerships with research insti-
tutions and universities, Usiminas maintains a
traditional technical partnership with Nippon
Steel Co., one of its shareholders and a leading

technology provider.

It is worth mentioning that Usiminas is the pri-
vate company that registered the most patents
between the years 2005 and 2009, according to
a survey released in 2010 by Instituto Nacional
de Propriedade Industrial (INPI). During this pe-
riod, in the overall ranking of companies, which
included state-owned enterprises, the Com-

pany ranked second, just behind Petrobras.

Intended for the presentation of proposals for
projects and innovations, Bolsa de ldeias con-
sists of a computerized and decentralized pro-
gram, using a questionnaire as the main tool,
to facilitate the flow of suggestions for impro-

vement made by employees.

The criteria for judging the proposals are: com-
prehensiveness, simplicity, financial benefit, in-
novation and effectiveness. In the view of ma-
nagers, simpler and more usable ideas can be
adopted in just one day, while more complex

ideas require up to 80 days.

In 2010, Bolsa de Ideias recorded 2,839 ideas,
among which 823 were analyzed, but were not
put into practice. Of the total, 1,449 have been
filed and can be retrieved by the evaluators,
while 304 are still under review. Another 89 are
awaiting implementation and 174 were adop-
ted by different units, 59 of which are capable

of replication in other units of the Company.

The ideas captured are sent to a relevant
unit, for example, to the Cubatao and Ipatin-
ga plants, and to Usiminas Mecanica, among
others, as well as to several areas - steelworks,
reduction, environment, occupational health

and safety, etc.

Currently, 446 employees participate in the
evaluation process of ideas, of which 250 are
local reviewers responsible for the initial re-
view, 36 are committee reviewers responsible
for multidisciplinary ideas and 160 are imple-
mentation leaders, who decide whether or not

to implement the idea.

Each idea required an average investment of
RS 12,365.57 in 2010, and the total investment
amounted to R$ 2,151,609.30. The average fi-
nancial return per idea was estimated at RS
104,269.93 and the total annual financial return
at R$ 18,142,968.34.

In 2010, Usiminas was included in the Sustainabi-
lity Yearbook 2010, an international sustainability
yearbook prepared by the SAM Group (Sustaina-
ble Asset Management), a Swiss entity that or-
ganizes the Dow Jones Sustainability Index. The
Company is the only steel producer located in the
Americas to be included in the prestigious publi-
cation. In the 2010 edition, over 1,200 companies
were evaluated, representing 58 sectors. In all, 46

companies in the steel sector were considered.

Also in 2010, Usiminas became one of the top 50
“Empresas do Bem”, listed by IstoE Dinheiro ma-
gazine. According to the publication the ranking

highlighted social and environmental projects.
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The work for the development of the new
brand, held between 2008 and 2009, resulted
in winning first place in the Prémio Aberje (As-
sociacao Brasileira de Comunicacao Empresa-
rial), in the national category Brand Communi-

cation.

Usiminas was the only steel company to appear
in the ranking “Transparency in Sustainability
among the 2010 IBovespa Listed Companies”,
sponsored by the Spanish consultancy company
Management & Excellence and published by
Razao Contabil magazine. The Company ranked
7th, an improvement over the previous edition,
in which it had ranked 29th. The ranking asses-
ses 117 criteria divided into three areas: Corpo-
rate Social Responsibility; Corporate Governan-

ce and Sustainability.

INTANGIBLE ASSETS

In 2010, Usiminas was the only steelmaker in the
country to receive Selo Anpei de Empresa Inova-
dora (Anpei Seal for Innovative Company). Only 81
companies have the seal of the Associacao Nacio-
nal de Pesquisa e Desenvolvimento das Empresas
Inovadoras - Anpei (National Association for Rese-

arch and Development of Innovative Companies).

Usiminas won the 2" ABAP-MG Sustainability
Award in 2010, for its contribution to the cul-
tural and socio-environmental development of
Minas Gerais. The Company was the winner in
the “Cultura Ativa” (“Active Culture”) category,
which highlights companies that were involved
in the appreciation of local culture and increa-
sed the public’s access to culture and cultural

programs.

The 2010 edition of Top of Mind showed that
Usiminas was the company with greatest recall
among residents of the Santos region. In the sur-
vey, the Company was mentioned by 50.4% of
respondents, giving it first place in the ranking

for the eighth consecutive time.

In 2010 Usiminas also received the ISO 9001
certification: 2008 for its two plants - Ipatin-
ga (MG) and Cubatado (SP). The Company is the
first steel industry in Brazil to be certified in a
unified manner by the Norwegian Det Norske
Veritas (DNV), one of the world’s major clas-
sification societies. The certification demons-
trates the integration of quality management
in the Company, with respect to corporate
processes (sales, logistics, technical assistan-
ce, marketing, procurement, etc.). This means
that, in its operations, Usiminas adopts proces-
ses that are performed under the same stan-

dards, regardless of the location.

Before obtaining this unified certification, Usi-
minas was one of the top ten companies in Bra-
zil to obtain the ISO 9001 certification in 1992
through the Ipatinga Plant. The Cubatao Plant
obtained the ISO 9001 certification in 1995.
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B

Throughout 2010, Usiminas increased investments in social
projects, while it strengthened its relationships with its

various stakeholders - employees, shareholders, investors,

clients, suppliers, government and communities located in
the vicinity of its units - through the institutionalization of

corporate policies.

Guided by the firm intention of matching the search for its legitimate interests in operations in the
industrial sector, and in particular in the steel industry, with the development of the country’s eco-
nomy, the Company also encouraged dialog and maintained a transparent and democratic conduct

with government representatives.
With regard to personnel management, 2010 was a period of development of new policies and

practices of human development, which began to be structured by the Company in 2009. For 2011,

the goal defined is consolidating and strengthening the new initiatives.

Gabrielle Cristiny Moreira — 6" grade

Student at Colégio Sdo Francisco Xavier
Ipatinga/MG
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Usiminas’s personnel management policy focu-
ses its efforts in modernizing the interpersonal
relation processes. More than simply reviewing
the concepts and the practices adopted, the
Human Resources and Organizational Develo-
pment Vice-Presidency wants to establish new
bases for relations between the Company, the
management staff and employees, clearly de-
fining their roles in achieving the strategic ob-

jectives of the Company.

Main Guidelines for Personnel Management:

Consider employees as partners co-res-
ponsible for the results of the Company,
supporting their initiatives in the work-
place and community, with the principles

of ethics and mutual respect;

Promote actions that favor the develop-
ment of potential, considering employees
the main agents of this processandtheir
creative contributions, initiative, commit-
ment and constant pursuit of quality and

productivity to be essential;

SociAL DIMENSION

Consider the members of the manage-
ment structure and employees as the
main people responsible for the commu-
nication and enforcement of the ideals of
the Company in relation to environmental

preservation and quality of life;

Maintain remuneration consistent with
market practices, recognizing employee
contributions to the results of their unit

and the Company;

Structure corporate communication chan-
nels between units and employees, pro-
moting integration, flexibility and organi-
zational rationality, as well as the quality

of collective work relations;

Seek synergies and establish partnerships
in the area of Human Resources, through
interactions with companies and repre-
sentative entities both nationally and in-

ternationally.

Usiminas ended 2010 with more than 5,283 permanent employees. Total employees rose to 34,886
people, up from 29,603 in 2009, an increase of 17.8%. The number of outsourced workers dropped
from 28,666 to 25,257, or 11.9% less. An additional 3,091 people were allocated to the social institu-

tions established or directly supported by the Company (Sao Francisco Xavier Foundation).

Employment levels increased, especially in the Capital Goods business line (30.6%) and Mining

(19.6%).

The distribution of staff by geographical region maintained the same trend of recent years, concen-

trating in the Southeastern region.

Mining 1,035 1,238 Mining 496 509
Steelmaking 12,442 13,587 Steelmaking 686 1,923
Steel Transformation 3,978 4,198 Steel Transformation 361 1,16
Capital Goods 12,148 15,863 Capital Goods 7569 13,794
Total 29,603 34,886 Total 9,112 17,342
Mining 28 9 Mining 3 52
Steelmaking 166 214 Steelmaking 266 271
Steel Transformation 40 21 Steel Transformation 19 101
Capital Goods 81 125 Capital Goods 273 272
Total 315 369 Total 661 696
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Mining 150 69
Steelmaking 3,078 1,204
Steel Transformation 803 313
Capital Goods 1,850 1174
Total 5,881 2,760

(*) Data for 2010 refer to employees over 50 years of age.

Mining 75 98
Steelmaking 72 871
Steel Transformation 461 317
Capital Goods 495 620
Total 1,743 1,906

The Company’s remuneration policy aims to
ensure the competitiveness of salaries, bene-
fits and short-term incentives, as well as the
attraction and retention of human resources
required to achieve strategic results, conside-
ring the customary remuneration levels in the

steel market.

The remuneration plan is based on job descrip-
tions/job positions, technically ranked through
the Hay methodology. This methodology con-
siders well defined characteristics regarding
requirements and prerequisites, knowledge,

skills, complexity, responsibilities and major

SociAL DIMENSION

Mining 35 79
Steelmaking 551 637
Steel Transformation 231 285
Capital Goods 318 364
Total 1,135 1,365

internal and external relations grouped accor-
ding to these characteristics. Salary ranges are
assigned for each group with minimum and
maximum thresholds, the parameter being the
average per job/position from a salary survey
developed in a universe of peer companies of

comparable size.

Wages paid by Usiminas to all of its employe-
es remained above the minimum wage of R$
510.00, effective in December 2010. In the
same period, the lowest wage paid by the Com-
pany was RS 510.40. The highest wage was RS
63,133.08.

In 2010, the breakdown of Usiminas’s workfor-
ce by gender, age and some minorities remai-

ned roughly the same.

Mining 921 79
Steelmaking 93.6 6.4
Steel Transformation 92.4 7.6
Capital Goods 96.1 3.9
Usiminas 94.5 5.5
Mining 6.4 4.2
Steelmaking 4.7 20
Steel Transformation 6.8 2.4
Capital Goods 23 1.7
Usiminas 3.9 2.0

Mining 431 51.4 5.6
Steelmaking 33.4 57.8 8.9
Steel

Transformation 347 o719 =
Capital Goods 48.8 43.8 74
Usiminas 40.9 51.2 79

On average, the base salary for men is 10% be-
low the salary received by women. The only
exception is at the level of Directors, where

historically most positions have been occupied

by men.

Board -
Management 6719
Supervisor 56.60
Middle Level Technician 54.42
Administrative 101.25
Operational 86.25
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Board

Management
Supervisor

Middle Level Technician
Administrative

Operational

Board

Management
Supervisor

Middle Level Technician
Administrative

Operational
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128.21
90.00
56.41
100.00
75.76
76.54

8774
104.50
83.45
94.30

Board

Management
Supervisor

Middle Level Technician
Administrative

Operational

Board

Management
Supervisor

Middle Level Technician

Administrative

Operational

116.12
44.02
67.60
88.25
72.83

128.21
94.99
56.60
76.38
95.47
86.25

Board

Management
Supervisor

Middle Level Technician
Administrative
Operational
Contractors

Total

Fixed period of time

Undetermined period of
time

Interns
Trainees
Part Time

Total

South
Southeast
Midwest
Northeast
North

Total

81

433
332
1,092
13,924
1,377

17,240

15,863

125

15,990

15,341

512

15,863

31
127
196
868
1,078

2,316

1,238

1,247

1,238

1,238

20
236
696

2,604
2,610
7,421

22,263

35,850

4
13,546

214

13,587

2 24

61 393
128 1,288
166 3,229
876 4,774
2,965 25,178
539 25,257
4,731 60,143
0 41
4,198 34,845
21 369

0 0

0 2
4,219 35,257
840 850
3,322 33,474
0 5

36 45

0 512
4,198 34,886
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The investment in training and professional de-
velopment is one of the priorities for Usiminas’s
adminstration, in terms of personnel manage-
ment. This investment has made it possible to
train and retain talent, which contributes to
the improvement of operations as a whole, re-
sulting in a constant generation of shareholder

value.

The number of training hours provided by the
Company increased by 24.8%, registering in-
creases in all functional categories, going from
1,076,007 hours in 2009 to 1,343,367 hours in
2010. This year’s result amounts to 38.5 hours
on average per employee (see table with ag-
gregate totals). The number of hours per em-

ployee rose by 5.9%.

Board 14.5 1
Management 5769.1 81
Supervisor 18,470.8 433
Middle Level Technician 11,3941 332
Administrative 53,834.5 1,092
Operational 292,446.2 13,924
Total 381,929 15,863

SociAL DIMENSION

The number of participants in training courses
also increased, from a total of 29,603 in 2009
to 34,886 in 2010. The events for the employe-
es in the administrative and operational areas
showed the highest increases in the number of

participants.

Usiminas further provided, throughout 2010, a
total of 252,737 training hours in occupational
safety, with the participation of representatives
of the four main business lines and other seg-
ments, seeking to promote changes in behavior
that can be replicated by the teams. Altogether,
the trainings were attended by 18,520 people.

14.5 24.0 1 24.0
7.2 417.0 15 27.8
42.7 2,284.5 30 76.2
343 4,503.5 127 35,5
493 9,048.5 197 459
21.0 19,785.2 868 22.8
24.1 36,063 1,238 29.1

Board 1,797 20
Management 16,077 236
Supervisor 44 684 647
Middle Level Technician 164,777 2,985
Administrative 103,248 2,278
Operational 409,355 7421
Total 739.939 13,587
Board - -
Management 17,818 437
Supervisor 61,941 2,020
Middle Level Technician 158,957 5,142
Administrative 41,663 1,987
Operational 795,658 20,017
Total 1,076,007 29,603

In 2010, Usiminas fired 11,941 employees. The
33% increase in terminations from 2009 to
2010 is related, however, to the completion of
custom projects developed by the Capital Goo-
ds business line in the previous fiscal year. Al-
together, there were 9,950 firings (9,832 men
and 118 women), which represent 83% of all

terminations.

89.9
68.1
69.1
55.2
453

54.5

40.77
30.66
30.91
20.97
39.75
36.45

3
2,881
8,380
4,945
31,908
137,320
185,436

1,839
25,144
73,820
185,620
198,039
858,906
1,343,367

61
128
166
876

2.965

4,198

24
393
1,238
3,610
4,443
25178
34,886

472
65.5
29,8
36.4
46.3

44.2

76.6
64.0
59.6

51.4
44.6

3411
38.5

In the Mining business line, 312 employe-

es were laid off (301 men and 11 women); in

Steelmaking, 1,072 (998 and 74); and in Steel

Transformation, 617 (554 and 63, respectively).

With the closing of job posts, the employee

turnover rate was significant compared to

20009, closing the year at 34.2% (see tables).
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Male

Female

Under 30 years of ages

Between 30 and 50
years of age

Above 50 years of age

South
Southeast
Midwest
Northeast
North

Male

Female

Under 30 years of age

Between 30 and 50
years of age

Above 50 years of age

South
Southeast
Midwest
Northeast
North

Total
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64.5
19

7.5
551

501

60.3

620
1291

9,832
18

5528
3,834

588

9,258

31
661

9,950

26.4
11.2

26.5
24.4

23.2

25.2

301
1

141
155

16

312

312

7.8
8.5

9.4
6.2

13.4

998
74

426
485

161

1,072

14
19.9

17.4
12.2

18.5

131
14.8

19.4

554
63

253
296

58

110
490

607

35.4

44.5
26.7

29.8

11,675

266

6,348

4,770

823

110
11,132
0

38
661

11,941

The relationships established by Usiminas with
representatives of several labor unions, over
the years, have been guided by transparency,
mutual respect, ethics and continuous dialog.
The Company’s position is to maintain open
communication channels so that any standoffs
are resolved via negotiation, and conflicts are

avoided.

Usiminas recognizes the right of free associa-
tion of employees and respects their partici-
pation in unions. It does not practice any form
of discrimination with regard to those who are
unionized. The collective bargaining involving
the companies of the Usiminas Group covers
a total of 14 municipalities and its 14 major
unions are spread across six states of the fe-

deration.

The collective bargaining agreements include
allemployees of Usiminas. In turn, the employe-
es of companies providing services to the Com-
pany are assured of all the conditions agreed
upon in the collective bargaining agreements

or their respective professional categories.

Collective agreement instruments also inclu-
de other topics such as relationship with the
union; working hours; overtime; additional
pay; and occupational safety and health. They
cover, for example, assessment of ergonomic
conditions of work stations, personal protec-
tive equipment and work clothes, accident re-
porting (with lost time, leave of absence) to
the union, vocational rehabilitation and mea-
sures to protect workers’ health and physical

integrity.

A time limit for notification of operational
changes within the Company has not been spe-
cified in the collective bargaining agreements.
In this case, only the Rio Unidos Logistica de
Transporte de Aco unit provides a minimum of
15 days in advance to inform employees of pos-

sible operational changes.




In 2010, Usiminas advanced in its relations with its
contractors by hiring through the Agregar Project
(Add Project) — the name is an acronym for Acao,
Governanca, Reconhecimento, Estratégia, Gestao,
Alinhamento and Resultado (Action, Governance,
Recognition, Strategy, Management, Alignment

and Results).

The change in relations with contractors came
from a diagnosis to learn what activities and un-
der what conditions they worked within the Com-
pany. The results gave rise to a new hiring policy.
Thus, the Company and the contractors are now
avoiding legal, economic, fiscal, labor and secu-
rity risks, among others, in addition to sharing

Usiminas’s values.

Changes in Usiminas’s relations with contractors
are not aimed exclusively at reducing costs or
even the quality of hiring this type of labor. Ra-
ther, the idea is to incorporate within the staff of
the Company qualified specialists in their respec-

tive fields.

Through a 2010 initiative, Usiminas employe-
es found at their disposal, in a clear and trans-
parent manner, the entire structure of the
Company’s positions and, thus, how they could
plan their careers and professional development

within the Company.
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With close to 35,000 employees, Usiminas recor-
ded, in 2010, a monthly average of six requests
for guidance on new career levels, which re-
presented approximately 0.2% per month, and

about 2% per year.

Based on the Map of Paths and Careers, Usimi-
nas made available to those interested the Pro-
grama de Oportunidade Profissional - POP (Pro-
fessional Opportunity Program), through which
the Company communicates job openings. In
2010, 632 job positions were opened and 403
applicants were internally selected to fill new

positions or roles in the Company.

In 2010, Usiminas created the Programa Jovem
Engenheiro (Young Engineer Program), in order to
sustain the growth of the Company, through hi-
ring and training early-career professionals who
wish to work in technical areas in steelmaking
processes. The initiative represents an opportu-
nity to increase perceptions of training in engi-
neering in general, especially technical careers in

engineering.

In 2010, the program received the registrations
of 8,500 young engineers from all regions of the
country, and selected 80 professionals. They star-
ted the program activities on January 17, 2011 in
Belo Horizonte and in the Plants of Cubatao (SP)
and Ipatinga (MG). All will participate in a tech-

nical development program and, in a subsequent

phase, will continue with their careers in the are-

as they had initially joined.

With a duration of 12 months, the program’s
curriculum includes several courses in the area
of steelmaking. The members will attend the
course Cadeia Produtiva da Usiminas (Usiminas
Production Chain), which will help them to deve-
lop an overview of the Company and market. In
addition, the program offers specific courses on
the processes, through modules on Occupational
Safety, Environment, Products and Applications,
Supply Chain, Maintenance Management, Sales
Planning, Programming and Production Control,

Quiality, Costs and Logistics.

Usiminas perceives internal communication as
a strategic tool for the involvement and moti-
vation of teams and also as a means to keep its
employees aligned with company guidelines.
The communication initiatives adopted by the
Company have guaranteed access of employe-
es, with great transparency, to the information
that influences their day-to-day work, helping
to increase knowledge and understanding of
the direction of Usiminas. In this sense, the hi-
ghlights for 2010 were the implementation of
programs that bring senior management closer
to employees, the reformulation of an impor-
tant internal communication medium, the cre-

ation of a direct channel between employees

and the company, and the implementation of
programs that contribute to the integration of

employees’ family members with Usiminas.

Usiminas values the bonding and the contact
among the various teams of employees at all
levels. The Company believes that, through this
strategy, important messages are well absorbed
by the teams. In 2010, senior management’s re-
lationship with employees was enhanced with
the creation of “Meeting with the President” and
“Lunch with the President”, activities in which
the company’s CEO, Wilson Brumer, accompa-
nied by vice-presidents, has direct contact with

employees.

During the Meeting with the President, senior
management periodically visits the business
units to share with employees the results and
corporate strategies of Usiminas companies. It
is an opportunity to dialog. In addition to wa-
tching a presentation on relevant topics to the
Company, employees can ask questions that are
promptly answered by the executives. In 2010,
Meeting with the President had the participa-
tion of more than 7,000 employees, in 14 visits
made throughout the year. To share access to in-
formation, the initiative is communicated throu-

gh the Meeting with the President summary, dis-
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tributed to all employees through electronic and

printed media.

Each edition of Lunch with the President relies
on the participation of employees that represent
the major units in the Group. Besides the oppor-
tunity of visiting the Company’s headquarters in
Belo Horizonte, during lunch, the employees sit
atthe president’s table and have a chance to talk
face to face with the Company’s chief executive.
Subsequently, the recorded meeting is available
on the intranet and in printed media, with the
purpose of expanding the scope of the issues
discussed. In 2010, there were eight editions of

the Lunch, involving 77 participants.

In the constant effort to improve Company’s
internal communication vehicles, in 2010, the
Universo Usiminas magazine was launched. The
magazine included topics relating to markets
and aimed to expand the employees’ unders-
tanding of the Company. The new publication
also seeks to present the main topics related to
the Company, contributing to a better absorp-
tion of key messages and greater involvement
of employees who participate by writing the ar-
ticles. Using modern graphic resources and pho-
tos, in addition to a format that allows greater
mobility, Universo Usiminas leads employees to
a more consistent reading about the company

where they work.

SociAL DIMENSION

Previously geared towards external audiences,
in 2010 Contact Us (Fale Conosco) was exten-
ded to all employees, through the Company’s
intranet. As such, an important communica-
tion channel with employees of Usiminas was
consolidated, especially due to its accessibility
and speed of response, since all messages are

answered within 48 hours.

In 2010, Usiminas took action to approach the
families of its employees, improving the bon-
ding between the Company and employees
themselves. The company distributed 11,223
school kits to employees with children aged
between 6 to 14 who attend elementary or mi-
ddle school. The kit - comprising a backpack,
notebooks and other school supplies - was de-

livered to all business units.

Employees’ children also had the chance to
get to know the business unit of their parents
through the project Férias na Usiminas (Vaca-
tion at Usiminas). In July, during school vaca-
tion, visits were organized for 1,957 children
aged 5-11 to the headquarters, Ipatinga plant,
Cubatao plant and Mineracao Usiminas. In
addition to attending a special program, chil-
dren had the chance to visit the workplace of

their parents.

The image of Usiminas is presented to the pu-
blic in order to keep the public informed of the
Company'’s interests. In this sense, advertising
- both institutionally and marketing - is an im-
portant brand management tool, in addition to
promoting the contact between this brand and
current and potential clients. The company’s
image is also reinforced through participation
in major events of the steel industry and steel
consumer markets, such as fairs, seminars and

congresses.

The Company constantly communicates rele-
vant news in the press about its performan-
ce and meets the requests of journalists with

flexibility and transparency. Usiminas uses a

dia, which allows the evaluation of results and
eventual adjustments in the communication
strategy throughout the year. The resulting
image balance is computed based on the po-
sitive and negative reports on the Company
in the media. The index is measured in points,

which can vary between +10 and -10.

In 2010, Usiminas’'s monthly average was 6.5
positive points. The result represented an im-
provement compared to the previous year’s
average of 4.7. Improvement in the indicator is
the result of a much greater proactive effort
in the Company’s communication area and in
the communication of material and advisory to
spokespersons, as well as less reporting on ne-

gative topics related to the Company’s overall

monthly indicator of image in the news me- performance.
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In line with company guidelines, in 2010 the
Fora de Série project was resumed, aiming to
straighten ties with clients and to present pro-
ducts and solutions in Usiminas’s major areas
of activity. Two bimonthly newsletters are sent
to trading partners. Each newsletter focuses
on a specific consumer segment. The project
is executed with the support of the Marketing
Department, which decides with the Corporate
Communication area on which topics should

be addressed in each issue.

Usiminas currently has two closed pension en-
tities, Caixa dos Empregados da Usiminas (Usi-
minas Employee Fund) and Fundacao Cosipa de
Seguridade Social - Femco (Cosipa Social Securi-
ty Foundation), which manage two pension plan

programs, both involving voluntary contributions.

The program managed by Caixa dos Emprega-
dos consists of two plans, with total coverage
of approximately R$ 3.7 billion: Benefit Plan 1
(Plano de Beneficios 1 - PB1), which has been
closed to new members since November 1996,
and Benefit Plan 2 (USIPrev), with variable con-
tributions. In the case of PB1, the resources
come from a fund, and the liabilities are for-
med from register data and estimates made on

December 31, 2009.

SociAL DIMENSION

Femco has two pension plans under its admi-
nistration/ Plano de Beneficio Definido - PBD
(Defined Benefit Plan), which has been closed
to new members since December 2000, has 194
active members and 8,152 assisted members
(retirees and pensioners). Plano Misto de Be-
neficios Previdenciarios n° 1 - COSlprev (Mixed
Plan of Social Security Benefits), with defined
contributions, has been closed to new regis-
trations since May 2009. This plan currently has
4,439 active members and 452 assisted mem-

bers (retirees and pensioners).

In these two plans, the resources come from
contributions from sponsors, from members
and from the return on investment. Since it is
a defined contribution plan, COSlprev does not
show deficits and/or surpluses. The PBD plan re-

gistered RS 9.9 million in 2010.

On December 31, 2010, the total invested in the
PBD reached RS 1.1 billion while COSlprev totaled
RS 402 million.

Started in 2010, with two-year cycles, the Saber
Viver program aims to prepare Usiminas em-
ployees with a formal employment contract for
retirement. The objective is to enable the vision
of new perspectives of life for professionals who
are in that phase of their careers. The program

only accepts voluntary registrations.

In order to identify the number of people eligi-
ble for retirement, the Company utilizes its in-
ternal database, guided by the concept of social
responsibility to employees. Moreover, it follows
the guidelines of Estatuto do Idoso (Statute of
the Elderly), in compliance with Politica Nacio-
nal do Idoso (National Policy for the Elderly),
which is based on Law 8,842, of January 1994:
create and encourage the maintenance of pro-
grams of preparation for retirement, in the pu-
blic and private sectors, at least two years prior

to the employees’ retirement.

The survey indicated a total of 1,365 employees
with over 55 years of age in the staff of the Com-
pany, invited to attend the lecture of awareness,
where they received information about the enti-

re structure of the program.

As of January 2011, a group of 69 employees had
benefited from the Saber Viver program - 11 of
whom were located in the Company’s head-
quarters; 20 in Cubatao; 17 in Pouso Alegre; and

21in Ipatinga.

Approximately 80.3% of investments in educa-
tion made by Usiminas in 2010 went to training,
and 14.2% to language and graduation progra-
ms. The remaining 5.5% were distributed among
graduate programs, adult education, elementa-
ry, middle and high schools, and programs for
retirees (Saber Viver). Usiminas invests both in-
ternally and externally (grants), based on the 23
competencies defined in the performance ma-

nagement process.
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94 | 95

Languages 255 1,084,223 340
Graduation 480 1,093,708 481
Languages 29 61,232.46 43 5 6,468.22 5
Post-graduation 81 363,733 38
Graduation 88 222,291.56 89 N 20,212.45 n SalbEr Vivern 69 54,219 Not applicable
Post-graduation 21 57338.14 24 8 19,670.74 8 Adult education 119 234,743 201
Saber Viver i i i i i i Masters 4 1,747 4
Elementary, middle and high 66 180,293 100
Adult education 35 86,460.00 17 55 88,005.00 55 School
Masters ) ) ) . ) ) General training 27,313 10,139,862 Not applicable
Total 28,387 13,158,529 1,214
Elementary, middle and i i i i . .
high School
General training 9,871  2539,419|NOt 1238 307,466 | VOt
applicable applicable - . -
assessment process is instrumental in defining
Total 10,044 | 2,966,741.23 273 1317 441,822.25 79 . . ; .
' ' ' In 2010 Usiminas advanced with the implemen- both the scope and content of training progra-
tation of a new model for Performance Mana- ms and employee development.
gement and the assessment of skills, including
hiring goals and skills, strategic integration Next year, 3,864 managers will be assessed,
with the Balanced Scorecard and committees which represents 11% of staff (own). Among
Languages 200 963758.90 267 7 52763.42 55 for ranking of performance and calibration. them, a group of 737 employees will move to
the variable remuneration regime. The results
Graduation 353 775,986.54 353 28 75,217.00 28
The implementation of the new model includes of the competencies should give rise to an Indi-
Post-graduation 47 275,533.05 47 5 11,191.56 9 ) )
all companies in the Group. The performance vidual Development Plan (Plano de Desenvolvi-
Saber Viver (preparation Not - .
for retirement) 69 54,219.48 applicable 0 0.00 0 mento Individual - PDI) and provide support to
. the 2011 Annual Training Plan.
Adult education - - - 29 60,278.00 29
Masters 4 7,747.01 4 - - -
El'ementary,m\ddle and 66| 180,292.83 100 i i i
high School
General training 12161/ 8,983,654.96 _ Not 4,043 466,812 _ Not
applicable applicable
Total 12900 | 11,241,192.77 m 4,126 666,262.33 91
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Capital Goods 15,863 4.8%
Mining 1,238 9.6%
Steelmaking 13,587 19.1%
Steel Transformation 4198 9.3%
Total Usiminas 34,886 11.1%

Usiminas took important steps in health and safety management in 2010, and strengthened its
continuous commitment to attention and investment in the sector, through the creation of the

Comité de Alta Lideranca (Top Leadership Committee).

With the participation of the president and vice presidents of the Company, the focus of the com-
mittee is to promote strategic alignment, define and lead all the initiatives and needs pertaining
to occupational health and safety. Thus, some initiatives are highlighted, such as, for example, the
consolidation of the MAISS program (acronym for Mudanca, Atitude e Integracao em Salde e Segu-
ranca - Change, Attitude and Integration in Health and Safety), which aims to develop preventive

actions against the risks of accidents and occupational diseases.

vl 1L R

=
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Usiminas trained all employees in leadership
positions associated with the operational are-
as, retained 100% of employees with represen-
tation in formal health and safety committees
before the Comissao Interna de Prevencao de
Acidentes - CIPA (Internal Commission for Pre-
vention of Accidents), shifted security engineer
positions to operational areas and conducted
campaigns and events aimed to disseminate
messages, stressing the importance of health
and safety actions on a daily basis to all em-

ployees.

With regard to health in the workplace in 2010,
the following initiatives can be highlighted:

installation of a call center to serve benefi-

ciaries of Saude Usiminas (Usiminas Health);

health and immunization campaigns;

programs for the prevention of hyperten-
sion and tobacco smoking, in addition
to short courses with a focus on muscu-

loskeletal diseases;

training on general orinciples of occupa-

tional hygiene and risk control;

social services guidance to employees and

their families affected by serious diseases.

To learn more about health programs, visit:

WWW.usiminas.com

Anjo da Guarda
(Guardian Angel)

Analise de Risco
de Tarefa

(Task Risk
Assessment)

Auditoria
Comportamental
(Behavioral
Audit)

Bloqueio Fisico
(Physical Block)

Divulgacao com
Participacao
(DCP)
(Communication
with
Participation)

indice de Pratica
Segura (IPS)
(Safe Practice
Index)

Inspecées de
seguranca
(Safety
inspections)

Paralisacoes de
servicos
(Downtime)

System to oversee the development of
operational and maintenance activities
through online monitoring, aimed at
immediate correction of discrepancies
detected and production of training
materials for safe practices.

Tool used before the development of
activities (maintenance/operation)
not in the scope of the team’s routine.
Descriptive forms for all phases of the
activities, containing the inherent risks
and control measures to be adopted,
are used.

Observation of the behavior of
employees and the appropriate
approach, either to congratulate them,
or to help them recognize and correct
deviations.

Tool that motivates employees in the
quest for continuous improvement,
with the implementation of physical
block (mechanical, electrical,
pneumatic and hydraulic devices), and
increases the level of demand in risk
control management.

Report passed on to employees after
an accident, including the description,
analysis and conclusion of the
investigation and actions to eliminate
or mitigate the risks.

Indicator that shows the adherence
level of employees to the standards
and safety practices in the execution
of tasks through a percentage
indicator.

Visits by groups of employees to
departments to make sure safety
standards are being met. Inspections
are made twice a week.

Downtime after the identification

of serious and imminent risk during
audits or safety inspections for
settlement of deviations. Downtime
can end only after analysis by the area
manager and occupational safety
professional.
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In 2010, Usiminas registered a 7.7% decrease in the Injury Rate (Taxa de Lesdes - TL) and a 100% reduc-
tion in the rate of Occupational Diseases (Taxa de Doencas Ocupacionais - TDO) compared to 2009.
The decrease in occurrences positively reflects the decrease in the number of accidents due to the

maturity of the health and safety management system, consolidated under the MAISS program.

In the same period, the absenteeism rate increased by 87.8% due mainly to thehigh number of absen-

ces recorded among workers at construction sites of Usiminas Mecanica.

Injury Rate 1.63 1.70 1.05 427 1.56 1.44
SEUOOIRELIIIE] 0.00 0.00 0.00 0.00 0.45 0.00
Diseases

Total Days Lost 134.30 628.99 50.25 253.55 70.15 104.45
Total Absenteeism™* 8,614.33 6,210.73 2,222.36 537311 10,090.44
Total deaths in the 15,251.90 ) 5 1 4 13

period

(*) Data include events involving Usiminas’s own staff, in addition to contractors, typical accidents and accidents while
commuting.
(**) Rates refer to Usiminas’s own staff only.

Clear commitment from the leadership: leadership: leaders are examples to be followed.
Line responsibility: leaders are responsible for everyone in their area, and this responsibility
cannot be delegated.

Management of deviations: losses are avoided, because every loss is preceded by one or
more deviations.

Continuous learning: there is a continuous search for knowledge, which is instrumental for
health and safety.

Focus on human behavior: gains in health and safety result from changes of behavior and

attitude of people at all levels of expertise.

SociAL DIMENSION

The new operating strategies of Usiminas’s com-
panies in the Brazilian steel market maintained
the focus on the client. The other points of at-
tention set for 2011 are safety, costs and mana-

gement.

Throughout 2010, much of the effort made by
the Usiminas Group in obtaining market share,
which was intensified by the significant increase
in imports of flat steel, among other steel pro-
ducts, shifted to maintaining and attracting new
clients. With this challenge in mind, the Company
maintained the investments to add value to pro-
duct lines manufactured at the Cubatao and Ipa-
tinga plants, while consolidating the movement,
initiated in 2009, to group the steel transforma-
tion activities under a new company — Solucoes
Usiminas. This company already holds more than
20% market share and has a capacity to process

more than 2 million tons of steel per year.

Solucées Usiminas, which is structured into
three business units - distribution, services and
pipes - has a network of 14 manufacturing plants
spread across five Brazilian states, which allows
greater proximity to clients, in addition to redu-
cing costs and contract lead times. All operations
are supported by a modern steel processing in-
frastructure and technology to meet, in a cus-

tomized manner, the demands of different sec-

tors: automobile, auto parts, civil construction,
electronics, capital goods, and home appliances,
among others. The clients have the option to ac-
quire steel parts in the shape, size and quantity

they want, as well as complete solutions.

With the strategic redefinition of the Usiminas
Group, Solucdes Usiminas’s mission is to enhan-
ce its relationships with clients, aiming to ensure
products have competitive prices and high added
value. In this change process, in 2010, Automoti-
va Usiminas’s capacity was also expanded, while
Usiminas Mecanica improved its expertise in the

area of manufactured products.
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In its ongoing process ofAiming to capture and understand clients’ needs the Company has succes-
sfully conducted the workshop “Usiminas no Cliente” (“Usiminas at the Client”). The event, con-
ducted by marketing management for the Superintendence of Automotive Sales, has accomplished
the goal of strengthening the policy defined by the current administration, to strengthen all of the

Group’s relationships.

The assessment is that, based on a close relationship, it becomes possible to open a communication
channel, allowing the Company to anticipate the needs of its clients and the market itself, in a pro-

cess that is essential for decision making and sustainable development.

The workshop on integration with the client is performed by a multidisciplinary team formed by ex-

perts in sales, marketing, logistics and technical assistance. Depending on the profile of the clients

attending the event, professionals of Solucoes Usiminas also join this team.

SociAL DIMENSION

One of Usiminas’s biggest challenges is to rein-
force to clients the idea that the Company is
not simply another supplier, but rather a true
business partner. One of the competitive diffe-
rentials to achieve this objective cis the cons-
tant monitoring, conducted since 1995, of how

clients perceive the Company.

Through surveys and interviews conducted in
the areas of procurement, receiving, quality
control and production with its main clients,
the Company detects the needs and demands
of the market and consolidates the results in
the report “Usiminas na Visao do Cliente” (“Usi-
minas from a Client’s Standpoint”). This report
is distributed to the units involved so they can
analyze and make arrangements where neces-

sary to improve service.

The image below shows the different stages of

this process:

CLIENT Satisfaction assessment USIMINAS —\
Acquisition Sales
Expectations .
Programming/ P - Marketing
receiving Logistics
of product . . 8
Dissatisfaction factors ;
N Technical
Quality :
control | assistance
Manufacturing Action plans Production
> Analysis /

Structured individual interviews

The planned actions are followed by reports
prepared by the departments involved in the
process. The marketing units monitor the im-
plementation of the proposed actions. Usiminas
provides relevant services to certain clients, uti-
lizing multi-disciplinary teams, and the technical
areas are deployed to develop new products in

the search for solutions.

SSince 2009, the Company has unified the pro-
cess of evaluating client satisfaction, which
includes the Ipatinga and Cubatao plants. In
2010, the result was higher than the result of
the previous year, thanks to improvement in
certain aspects, including the delivery of pro-

ducts.
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Surveys have also been expanded. In addition to the Steelmaking business line, for the first time the

methodology was applied in the Mining and Capital Goods business lines (Usiminas Mecanica) as

well as Steel Transformation (Automotiva & Solucoes), as shown in the table.

2009 80.6 -
2010 83.4 59.8 777 73.3 79.9
85.2 861 84.7
83.4
80.1 80.3 80.6
755 75.9

7.0
2000 2001 2002/3 2004 2005 2006 2007 2008 2009 2010

Evolution of the General Client Satisfaction Index (%)

Since 2007, Usiminas has been certified by a
Restriction of Hazardous Substances (RoHS) di-
rective for the protection of the environment
and health of people working with electrical
and electronic equipment and by End of Life

Vehicles (ELV) regulations for passenger vehi-
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cles sold in the European Union, which minimi-
zes the environmental impact represented by
vehicles at the end of their useful life, by collec-

ting, reusing and recycling their components.

The Materials Safety Data Sheet (MSDS) recor-
ds the documentation that provides the basic
knowledge of Usiminas products to clients, in
addition to information on safety, security, he-
alth and environment, according to Norm NBR

14725-4:20009.

All flat-rolled products marketed by Usiminas
have RoHS quality certificates, ELV and MSDS.
For the automotive industry, the Company also
uses the International Material Data System
(IMDS), which provides automakers with evi-
dence of compliance with national and interna-
tional laws or regulations for use of materials.
In 2010, Usiminas registered 364 products in
the IMDS.

For 2011, the Company has established the follo-
wing goals: include the RoHS and ELV logos in
the certificates of Automotiva and Solucdes
Usiminas products, prepare the Materials Safe-
ty Data Sheet of Coal Chemical products, and
participate in the development of the ABNT

Norm on eco-labels for steel products.

In 2010, the Usiminas Procurement Department
maintained its responsible performance with re-
gard to the Company’s suppliers. Once again, the
Company sought to improve existing sustainable
practices in its relationships with suppliers in or-

der to ensure their better performance.

The Company conducted, in 2010, the “Sustaina-
ble Dialog with Suppliers.” The initiative aims to
promote sustainable practices of the Group whi-
le aligning the performance of suppliers with its
set of guidelines. The event had the participation

of 50 partners.
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Anotherimportantaction in 2010 occurred during
Semana do Meio Ambiente das Empresas Contra-
tadas (Contractor Environment Week), when the
Company was able to guide service providers on
how to align with Usiminas’s sustainable practi-
ces, in addition to having the opportunity to dis-
cuss and become aware of how to develop busi-

ness with a view towards sustainability.

Usiminas was successful and obtained a satisfac-
tory response by encouraging suppliers to reduce

their dependence on the Company.

Usiminas confirmed in 2010 that its suppliers
obtained more credibility and relevance in the
marketplace, given the kind of relationship they
have with the Company. Thus, they are better
prepared to diversify its customer base throu-

ghout the national territory.

SociAL DIMENSION

In the Steelmaking and Capital Goods business
lines, the current model for assessment of con-
tractors considers points relating to quality, ser-
vice, meeting deadlines, labor relations, human
rights, child labor, forced labor, social discrimi-
nation, the environment and occupational heal-
th and safety, covering all providers of strategic
services to Steelmaking. For 2011, the goal is to
maintain this rating, spread the “sustainability”
concept to suppliers, promote the qualification
of local suppliers and establish educational cam-
paigns, focusing on fighting child prostitution,

alcoholism, drugs and stimulants.

In 2010, a pre-register, which will be the means
of access to new suppliers as of 2011, was develo-
ped at the Company. A mandatory questionnaire
was included in this process, covering issues of

social responsibility and human rights.

In 2011, the Mining and Steelmaking business
lines intend to update the information and do-
cuments from the base of strategic and critical
suppliers, including a questionnaire to evaluate
requirements for social and environmental res-
ponsibility, which should be answered by these

suppliers.

For a local supplier to be contracted by Usimi-
nas, some criteria are essential: environmen-
tal and social responsibility, certifications and
costs. Additionally, there are other equally im-
portant factors such as logistics arrangements,

technical training and transportation modes.

In Steelmaking, Capital Goods and Mining,
domestic suppliers have a management par-
tnership in manufacturing equipment and
are closer to Usiminas, thanks to the realiza-
tion of joint work with local associations and
unions. These suppliers also have priority in the
Company’s purchases, being included, whene-

ver possible, in the bidding calendar.

Capital Goods 280,797,494
Mining 7,370,913
Steelmaking 2,066,650,151

Steel Transformation

(Solucdes Usiminas) 21,391,265
Steel Transformation

(Automotiva Usiminas) ezl
Total Usiminas 2,381,432,260

In turn, the Procurement Department of the
Steel Transformation business line considers

the competitiveness factor for prioritizing local

purchasing.
788,797,494 36%
98,903,788 7%
5586,273,366 37%
237,984,658 9%
379,593,151 1%
7,091,552,457 34%

(*)The Steelmaking, Capital Goods and Mining business lines consider local suppliers those who are located in the
metropolitan area of the Steel Valley (Ipatinga, Santana do Paraiso, Timéteo and Coronel Fabriciano), and also those
located within a 100-km radius of Ipatinga. In the Santos region, the municipalities of Cubatao, Santos, Sao Vicente,
Guaruja and Praia Grande are considered local;, in Minas Gerais, local suppliers are located in the belt formed by the
municipalities of Itatiaiucu, Mateus Leme, Itadina, Igarapé and Brumadinho, and, within a 100-km radius, within the

state, of the municipality of Pouso Alegre.
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With the release of the Supplier Guide, Usimi-
nas has sought a closer relationship with its
trading partners. In 2010, the publication be-
came more clear, objective and less formal. In
an educational manner, suppliers are informed
about the Company’s needs, and begin to align

with its values.

The guide provides useful information on how
to register and on Usiminas’'s requirements
in hiring, in terms of quality of products and
services offered. It also includes the forms of
behavior deemed appropriate by Usiminas in
specific areas such as information security, so-
cial and environmental responsibility, occupa-
tional health and safety and quality manage-

ment.
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At the same time, suppliers are also encoura-
ged to pass on sustainable values and practices
to production chains to which they belong, dis-
seminating concepts considered instrumental
by Usiminas in relation to best practices and

corporate citizenship.

The Supplier Guide also discusses issues related
to human rights, one of the principles followed
and most strongly emphasized by Usiminas.
With this, in addition to clarifications on the
matter, suppliers are also informed of what
should be respected, appreciated and followed
in their commercial agreements signed with

the Company.

In 2010, there was no evidence of incidents of
child labor or forced/slave labor in Usiminas’s

production chain.

The Company established a work group compri-
sing representatives of the legal, procurement,
sales, human resources and institutional rela-
tions areas, to discuss a draft of the new Code
of Conduct, which, among other aspects, also
addresses this subject. The discussions had the
participation of all managers and their respecti-
ve teams. The document has already been appro-
ved by the Administration Council and is about

to be released.

Usiminas focuses, whenever possible, on hi-
ring professionals from local communities. In
relation to senior management positions (su-
perintendents, directors and vice-presidents),
the Company hires these professionals in ac-
cordance with their profile and qualifications,
regardless of their location. However, the total
number of local employees hired is not syste-

matically monitored.

Usiminas maintains a transparent and perio-
dic dialog with government representatives at
municipal, state and federal levels. To do this,
it relies on the Board of Institutional Relations,
through which it acts upon the interests of the
Company and of the industries in which it ope-
rates. It also regularly monitors the major topics
in the National Congress and the Legislative
Assemblies of the states in which it operates,
being involved, at a municipal level, in the deve-
lopment of public policies related to economic
development, public health, environment, cultu-

re and sport.

When dealing with representatives of the Exe-
cutive, Legislative and Judicial branches, at all
government levels, the Company acts indivi-
dually or jointly with professional associations
and/or industry, always in accordance with the

applicable rules and legislation.

In 2010, Usiminas participated in the develop-

ment of the following policies and projects:

Structuring the new Urban Master Plan of

Ipatinga;

Continued support to Agenda 21, in Cuba-

tao;

Strategic Planning of Health in Cubatao, in
partnership with the local municipal au-
thorities and Sao Francisco Xavier Foun-

dation;

Discussions in Congress on the issues such
as work loads, climate change and taxa-

tion;

Partnership with the Municipality of Por-
to Alegre on the donation of a Screening
Center for Urban Waste, with the purpo-
se of providing work and income for re-
sidents of Vila Chocolatdo (Chocolatao

Project);

Establishment of partnerships with gover-
nmental and private entities and willing-
ness to participate in ongoing discussions
on the Company’s mining areas in the mu-
nicipalities of Mateus Leme, Igarape, Itau-

na, and Itatiaiucu, among other locations.
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With regard to limits established by specific le-
gislation and to the standards set by the Supre-
mo Tribunal Eleitoral — TSE (Supreme Electoral
Court), Usiminas contributed, in 2010, a total of
RS 7,358,060.00 for the funding process of poli-
tical-electoral campaigns. In 2011, the Company
does not expect to make financial contributions

for new election processes.

Usiminas’s participation in the Brazilian electo-
ral process has been guided by the following ba-

sic precepts, consistent with its values:

1. Strict compliance with current legislation;

2. Commitment of candidates/parties to
ethical principles including those advoca-
ted by the Global Compact;

3. Donations made exclusively to candidates
and parties with electoral committees re-

gistered in the Electoral Justice;

4. Transparency and traceability of dona-

tions;

5. Search for the improvement of public go-

vernance at all three government levels;

SociAL DIMENSION

6. Commitment to candidates who advoca-
te the provision of sustainable develop-

ment;

7. Strengthening of citizenship and demo-

cratic values.

Among the tools and action policies in the fight
against bribery and corruption practices adop-
ted by Usiminas, covering all business lines, are
the Audit Plan, the SOX Project, the Self-asses-
sment Project, the Supplier Guide and the new

Code of Conduct.

The Audit Plan investigates reports received
through “Canal Aberto” and develops activities
and projects to improve internal controls. In
2010, the processes posing the highest risk to the

Company'’s strategic objectives were prioritized.

The SOX Project structures the Company to
meet the requirements of the Sarbanes-Oxley
act for the process of evaluating controls related
to the reports. The project aims at transparency,
ensures reliable financial reports and allows for
greater clarity of roles, responsibilities and au-

thority between the various hierarchical levels.

The Self-assessment Project enables the opera-
tional areas, in terms of methodology and tools
to create a knowledge base that allows the im-
provement of activities in management of agre-
ements with contractors and supports the eva-

luation process of service providers.

The Supplier Guide contains the main rules
and conducts that govern trade relations with
all Usiminas’s suppliers. In early 2011, the Com-
pany expects to complete the implementation
and communication of the new code of conduct
among all employees, to be a reference for good

relations with stakeholders.

In 2010, there was no specific training addressing
the fight against corruption. However, Usiminas
has already signed the Pacto pela Integridade e
Combate a Corrupcao (Pact for Integrity and Fi-
ght Against Corruption) developed by Instituto
Ethos, defined as one of the Company’s medium-
-term strategies. For 2011, training will be develo-
ped in conjunction with the release of the Code

of Conduct.

Traditionally committed to the socioeconomic
and cultural development of the country, the
Company uses the state and federal incentive
laws to allocate resources to projects and com-
munities in its area of influence, seeking to en-
sure that the benefits of its actions are directed
to its stakeholders. In 2010, Usiminas transfer-
red RS 574,000 to Financiadora de Estudos e
Projetos (Finep). The remaining funds (genera-
ted by ICMS and Income Tax (IR) credits) were
allocated to the promotion of cultural, sporting
and technological innovation programs, to the
costing of the meals program for workers, as
well as donations to the Fundo para a Infancia e
Adolescéncia (FIA) (Childhood and Adolescence
Fund) — read more in the Community subchap-
ter. Of a total of R$ 42.5 million recorded in 2010,
76% correspond to the use of federal incentive

laws, and 24% to state laws.
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Usiminas integrates the sustainability concept
in all business areas, developing actions of a
economic, social and environmental nature for
different stakeholders, including the communi-
ties surrounding its units and industrial plants.
Thus, it seeks to strengthen ties to promote the
engagement of stakeholders involved, directly
or indirectly, with the Company’s everyday ac-

tivities.

With this conduct, and through anentity in the
Institutional Relations Department, aswellasthe
performance of the Sustainability Office, Usimi-
nas maintains contact with all its stakeholders,
seeking, to the fullest extent possible, to address
the demands presented by these stakeholders.
In certain cases, especially when they represent
advances and improvements, they are incorpo-
rated into the Company’s management, thus

changing its operating procedures.

Currently, the Usiminas Group sponsorship po-
licy relies on a corporate committee responsi-
ble for the allocation of 60% of total resources
to selected projects, and five local committe-
es (Automotiva Usiminas, Usiminas - Ipatinga/
MG, Usiminas Cubatdo/SP, Usiminas Mecanica

and Mineracao Usiminas), which decide on the

SociAL DIMENSION

remaining 40%. This decentralized strategy en-
sures greater transparency and efficiency in the

approval and monitoring of projects.

Committed to the socioeconomic, environmen-
tal and cultural development of the country, Usi-
minas closed 2010 with a total of RS 29.4 million
invested in projects in all 31 municipalities in
which it operates. Responsible for managing in-
vestments in the areas of sports and culture, Ins-
tituto Cultural Usiminas managed resources allo-
cated by the Usiminas Group companies to over
80 projects throughout the year, totaling invest-

ments of RS 19.5 million.

The allocation of these resources is done throu-
gh direct investment, tax deductions permitted
by federal and state laws to promote culture and
sports, and Law 8,069/90, which created the
Childhood and Adolescence Fund (FIA), an instru-
ment that enables companies to allocate up to
1% of Income Tax due to the Municipal Councils

for the Rights of Children and Adolescents.

In 2010, Usiminas earmarked RS 1.8 million for FIA, benefiting 31 cities - from Porto Alegre (RS), the he-

adquarters of the unit Solucdes Usiminas, to Itatiaiucu, one of the municipalities in the area of activity

of Mineracao Usiminas, in the region of Serra Azul. In addition to always allocating the regulatory cap

of 1%, the Company encourages employees and collaborators to do the same, since, according to the

legislation, individuals can allocate up to 6% of their Income Tax to the Fund. An estimated group of

49,000 children benefited from projects funded by FIA in 2010, supported by Usiminas. Thus, the Com-

pany reached all municipalities where it has significant operations and those locations where most of

its employees reside.

Recognition of the role performed by Usiminas
towards the development of its stakeholders
came in 2010 through the Ministry of Culture,
which recognized the Company as one of the
major drivers of culture in the Country. In addi-
tion, the Company was appointed by the State
Department of Culture as the company that
allocates most resources to cultural production
in Minas Gerais, through the State Law for the

Promotion of Culture.

R$ 7,425,000 R$ 1,798,000

In 2010, in addition to the traditional calendar
of actions of Instituto Cultural Usiminas - whi-
ch invested about RS 6.7 million in initiatives
such as Acao Educativa (Education Action), Es-
petaculos Didaticos (Educational Shows), Exhi-
bitions and the Central Library of Ideas - other
projects were launched. In the second half of
the year, the cities of Santana do Paraiso, Ma-
teus Leme and Itatiaiucu hosted the Usiminas
Circuit of Culture, with workshops, theatrical
performances and film presentations that at-
tracted an estimated audience of 7,500 people

for events in public squares in these cities.

R$ 10,287,000 R$ 19,510,000

For more information, visit: www.institutoculturalusiminas.com
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In addition to trying to integrate itself into the
communities in which it operates, Usiminas
plays, in many localities, the role of promoter
of ongoing or planned projects and socioeco-
nomic programs in favor of local development.
As such, and in partnerships with governments
and third-sector entities, the Company contri-
butes to the generation of wealth through a

dedicated procurement plan.

In the city of Ipatinga (MG), for example, in 2010,
Usiminas joined several private and public agen-
cies to work together to create the Economic
Development Council for the Steel Valley (Con-
selho de Desenvolvimento Econémico do Vale
do Aco). Through this initiative, the Company
established partnerships with services providers
and suppliers of materials and equipment from
the city and region, recording a volume of pur-

chases of approximately RS 400 million.

In Cubatao (SP), the Company strengthened its
partnership with the municipal government in
favor of environmental preservation, creation of
jobs and improvement of health conditions. This
extended to the Company’s signing, in the second
half of the year, of a memorandum of understan-
ding focused on public health. Thus, in 2011, the
idea is to conduct studies to develop programs

and management actions aimed at improving
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health services in the municipality through the
exchange of experiences among professionals
and the local city government and the Sao Fran-
cisco Xavier Foundation. This foundation, which
was established in 1969 by Usiminas, operates in

the areas of health and education.

The partnership was an extension of other
agreements signed, developed and supported
by Usiminas and the Cubatao municipal gover-
nment in 2010, such as the programs Pro-Co-
mércio (Pro-Trade), Pacto pelo Emprego (Pact

for Employment) and Agente Socioambiental

(Socio-environmental Agent).

The creation of job positions was also aided by Usiminas’s partnership with the city of Cubatao. In

2010, Posto de Atendimento do Trabalhador (Workers Health Center - PAT) conducted the mediation

of local labor for a total of 6,900 job positions. Of these, 86.2% were opened by Usiminas and compa-

nies that provide services directly to the Company.

Ipatinga Airport 2,800,000
Conservation of urban forests in the Steel Valley 949,231.09
Centro Cultural Usiminas, Teatro Zélia Olguin, Fundagao Clovis Salgado 5,060,000.00
Conservation of public roads in the region of Mineracao Usiminas 200,000
Total investments 9,009,231.09

By investing in projects involving communities,
Usiminas relies on partnerships with third sec-
tor non-governmental organizations and local
governments. But the company also develops
its own projects, including the Xerimbabo and

Mantiqueira projects.

The Xerimbabo project, named for the native
word meaning pet, was created in 1984, in Ipa-
tinga (MG). The project promotes environmen-
tal education, disseminates information about
the conservation of biodiversity and provides
leisure activities to visitors. In 2010, the project

received more than 150,000 visitors from va-

rious towns in Minas Gerais and even from other
states. Formed by youths, adults, students and
educators, the beneficiaries of the project was
able to reflect on the role of each species and on
the scope and relationship of humans with bio-
diversity. Since 1974, the Xerimbabo project has

been visited by approximately 2 million people.

The Mantiqueira project, initiated in 2003, se-
eks to promote the citizenship of underprivile-
ged children and adolescents of the Pedreira da
Mantiqueira community, which is next to the
Cubatado Plant. This encourages the awareness
of rights and obligations of participants so that

they can contribute to improving the conditions

2010 UsIMINAS ANNUAL REPORT




14 | 115

of where they live. The population is also encou-
raged to help improve the academic performan-
ce of students. Classes are held in the Cubatao

plant itself.

In 2010, the project served approximately 70
children and adolescents in the Pedreira da
Mantiqueira community. They took classes on
notions of citizenship, tutoring and computers.
In addition, they participated in workshops on
art, culture, sports, dance and environmental

awareness programs.

Usiminas also maintains two cultural spaces
of its own, under themanagement of Instituto
Cultural Usiminas (Usiminas Cultural Institu-
te): Centro Cultural Usiminas (Usiminas Cultu-
ral Center) and Teatro Zélia Olguin (Zélia Olguin
Theater), both located in Ipatinga (MG).

Initiated in 1998, Usiminas na Escola works in
elementary and middle schools of the municipal
network of Santos, Sao Vicente and Cubatao, in
the Santos region. It develops a system of qua-

lity management in education, to transform the
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target schools into centers of reference in school
management, in addition to strengthening and
expanding the awareness of students of moral
and ethical values in the exercise of their rights

and obligations as citizens.

The program operates focuses on five areas:

school management system;

education through sports;

project on professional guidance and mo-
tivation;

environmental education;

involvement of the community.

The target public of Usiminas na Escola con-
sists of students, parents, teachers and com-
munities in the region of Santos, Sao Vicente
and Cubatao and the municipal board of edu-
cation of Santos and Cubatdo. The activities
take place at a school in each city, as occurred
in 2010 as per the Technical Cooperation Agre-
ement signed with the city authorities of the
three municipalities, in line with their respecti-

ve boards of education.

In the balance for the year, the project served
approximately 3,000 students, 150 teachers, 30

employees and six technical coordinators.

With just over 3,000 employees, the Sao Francis-
co Xavier Foundation, a philanthropic private en-
tity of great social importance in the Steel Valley,
currently and independently manages Hospital
Marcio Cunha, the School Sao Francisco Xavier,
and Centro de Odontologia Integrada e o Servico
Especializado em Seguranca e Medicina do Traba-
lho (SESMT Coletivo) (Center for Integrated Den-
tal Services and Specialized Service in Occupatio-

nal Safety and Health), in Ipatinga (MG).

SESMT Coletivo assists service providers in the in-
ternal area of Usiminas with occupational health
and safety, according to the criteria established
by a regulatory provision of the Ministry of Labor.
In 2010, 24,164 examinations and 65,908 comple-

mentary exams were performed.

A center of excellence in health in the Eastern re-
gion of Minas Gerais, Hospital Marcio Cunha pro-
vides medical, hospital and diagnostic services
with recognized human and technological resour-
ces, as well as advanced physical infrastructure.
With its two units, which offered 486 beds in De-
cember 2010, it operates in 45 medical specialties
and services 35 cities, with a population estima-
ted at 730,000 inhabitants. In 2010, the hospital
performed a total of 221,786 consultations, 31,763
hospitalizations, 6,100 deliveries, 15,215 surgeries,
more than 1.175 million examinations and 82,360
consultations in the emergency room, of which
22.4% were for patients in Sistema Unico de Sau-

de - SUS (Unified Health System).
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Committed to democratizing access to educa-
tion and aware of the importance of education
for personal and professional growth, Usiminas
maintains a scholarship program in Colégio Sao
Francisco Xavier (CSFX). Since 2009, employees’
dependents may apply for the benefit, with an

85% discount in tuition.

The initiative is part of Usiminas’s new social
investment policy, whose premises are demo-
cratizing access to education, culture, sports
and leisure activities and targeting priority
actions for communities in regions in which
the Company operates. In 2010, the program
included 570 students, direct dependents of
employees of the operational areas. To pay the

tuition fees, the Company earmarked RS 2.17

million (this total includes dropouts during the

SociAL DIMENSION

period) to the S3o Francisco Xavier Foundation,
the administrator of the School, which closed

the year with 2,657 students enrolled.

Founded in 1962, Colégio Sao Francisco Xavier
has a quality management system for elemen-
tary, middle and high School, certified accor-
ding to the ISO standards since 1997. It has an
area of 40,000 square meters, with science
and computer education laboratories, a library,
sports courts, a soccer field, and an amphithe-
ater. In August 2010, it began offering technical
courses in Nursing and Clinical Analysis and an
MBA in Management of Health Organizations
(in partnership with the School of Medical
Sciences of Minas Gerais/Fundacao Educacio-
nal Lucas Machado), in addition to English and
Spanish lessons, together with the language

school Greenwich Schools.

The Usisaude Foundation, established by the Sao Francisco Xavier Foundation on December 14, 2009,

assumed the portfolio of health plans of FSFX, under the name Usisaude. In 2010, with 777 new re-

gistrations, the number of beneficiaries increased to 135999 people, 86.83% of which are related to

Usiminas plans and 13.17% are related to market plans.

Until 2009, beneficiaries were served by 7,599 accredited companies in Brazil. In 2010, a group of 842

new accredited companies joined the network. In partnership with Usiminas, in 2010 Usisadde laun-

ched the program “Atitude rima com Saude (in loose translation - “Attitude rhymes with Health”) for

all employees who are users of the plan.

Educar

Gerar

Planejar

Respirar

Inspirar

Equilibrar

Movimentar

Antecipar

Transformar

Compartilhar

Acompanhar

Cuidar

Buscar

Facilitates access of beneficiaries to information on health quality, promoting primary prevention of
diseases, protection and health.

Aimed at mothers and fathers to be, it provides guidance on pregnancy, newborns and labor. There are
four meetings, lasting three hours each. Gynecologists, nutritionists, dentists and analysts of health
promotion are part of the team for this project. Pregnant women who sign up for the project receive a kit
with four educational booklets.

The goal is to guide on the importance and the appropriate forms of family planning. It consists of
just one meeting, lasting 2h40min., in a participatory and playful manner. The beneficiaries receive an
educational booklet.

Aimed at children from zero to 14 years of age who have asthma, bronchitis or difficult breathing. The
goal is to prevent crises and reduce the risk of hospitalization through the proper control of the disease,
the guidelines on care for the child’s environment and the correct use of medication. This project consists
of specialized medical support (usually from a pediatric pulmonologist). The participating children also
receive annual vaccination against influenza and educational material, and are also exempt from co-pay
of up to five consultations in accordance with agreed upon care plan.

Intended for those who want to stop smoking and lead a healthier life style.

Focuses on nutritional education, encouraging and reinforcing healthy eating habits for beneficiaries,
especially those who are overweight or obese.

In order to have good health it is necessary to exercise regularly. The objective of this project is to encourage
participants to incorporate this habit in an enjoyable way, as a means to lead a healthier lifestyle.

Guides and encourages employees about the importance of carrying out the screening tests for breast,
cervical, prostate and bowel cancer.

Focusing on important aspects related to adolescent health, it aims to reduce the main problems of
this age group. It addresses issues such as sexuality, healthy eating, physical activity, and preventing
pregnancy,among others.

Aimed at people 60 years of age or older. It aims to guide on the importance of health in every sense and
help maintain healthy behavior and positive well-being.

For those over 60 years of age, people with high dependency for daily activities, patients with chronic
diseases and those who have difficulty in locomotion and seeking medical care. The goal is to guide these
beneficiaries and their families in appropriate health care, preventing complications of these diseases.

Aimed at people with diabetes, hypertension and heart disease, the goal is to reduce hospitalizations and
decrease the chances of complications from these diseases.

Assists participants in improving their mental health. The goal is to enable a better quality of life and
enhance daily well-being.
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In 2010, Usiminas continued its support to the
standing committee of Agenda 21in the munici-
pality of Cubatao (SP). Here the implementation
of actions envisaged by the sustainable develo-
pment model by the year 2020, in partnership
with the municipality and Centro das Industrias
do Estado de Sao Paulo (Ciesp), covers nine di-

rect areas of interest to the community.

As one of its main goals, the Company defined
the adoption of the strategic guidelines of the
agenda suggested by the United Nations (UN),
which represents an efficient model to encou-

rage local development in all municipalities

where it operates.

SociAL DIMENSION

The areas targeted by the project in Cubatao

are:

Public administration;

Culture;

Urban suitability;

Education;

Sports;

Environment;

Training;

Health;

Training in the surrounding communities,

to provide labor for Usiminas.

The Project for Convict Rehabilitation and Rein-
tegration created by Usiminas aims to provide
new employment opportunities and income
for inmates and former inmates deemed fit to
reintegrate into the labor market. Currently,
the Company has a group of 17 employees hired
in 2009 by Associacao de Protecao e Assistén-
cia aos Condenados — APAC (Association of Pro-
tection and Assistance to Convicts), of Itatna
(MG) and Nova Lima (MG). In 2010, there were

no new hires.

Automotiva Usiminas received from Instituto
Minas pela Paz, in early February, a certificate
of recognition for its performance in Projeto
Regresso (Reintegrate Project). Created in part-
nership between the government of Minas Ge-
rais, the Institute, and private companies, the
initiative creates new work opportunities for
convict rehabilitation and reintegration of for-

mer convicts into society.

Usiminas is one of the founders of Instituto Mi-
nas pela Paz and pioneered the development
of the Projeto Regresso, hiring former convicts
from the APACs. In supporting the initiative,
Automotiva Usiminas equipped one of the wa-
rehouses of the APAC Pouso Alegre (MG), ena-
bling the work of 20 rehabilitating convicts in
reusing the packaging of the products it manu-

factures.

In addition to the project conducted within the
APAC, Automotiva Usiminas hired three former

convicts to work at the plant in Pouso Alegre.

The idea is to carry out seven hires in 2011.
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With an emphasis on integrated performance,
whose guiding principleis the harmony of eco-
nomic, social and environmental dimensions,
the Company is preemptively concerned with
solid waste, air emissions and noise; promotion
of rational use of water, energy and inputs; and
the improvement of the quality of effluents, as
the most essential requirements for the develo-

pment of its activities.

In 2010, Usiminas made a corporate inventory of
emissions of carbon dioxide (CO2), considering
2009 as the baseline, and established procedu-
res for its monitoring in the coming years. Infor-
mation obtained by the survey, combined with a
study on opportunities for mitigation of atmos-
pheric emissions, allowed Usiminas to establish
a corporate strategy to reduce the volume of
emissions of greenhouse gases (GHG), and, at
the same time, capture new business opportu-

nities in this field.

In the view of Usiminas, climate change may
become a relevant factor in its competitiveness
and, therefore, it has actively monitored and
participated in forums that discuss regulatory
policies, in line with the actions of Instituto Aco

Brasil (Brazil Steel Institute).

In the field of certifications, Usiminas was the
first in the Brazilian steel industry - and the se-
cond in the world - to obtain ISO 14001 certifi-
cation. In 2010, the products marketed by the
Company complied, as usual, with the stringent
environmental requirements of the internatio-
nal directives RoHS and ELV, the so-called “selos
verdes” (“green seals”) that monitor initiatives to
protect the soil, water and air against pollution,
restricting the use of certain substances such as

lead, mercury and cadmium.
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In 2010, Usiminas also continued the significant
actions in its relationship with the external pu-
blic. The main action concerns the Xerimbabo
project - the oldest environmental education
project in Brazil, whose objective is to promote
environmental awareness, especially of students
in the public school system. Throughout the
year, the project received more than 150,000 visi-
tors, coming from several towns of Minas Gerais
and even other states. The participating public,
comprising youths, young adults, students and
educators, had the chance to reflect on the role
of species and the extent and relationship of hu-
mans with biodiversity. Since it was established
in 1984, the project has received more than 2

million visitors.

Usiminas seeks to maintain an active role in
the discussions and identification of situations
of risk. Thus, it has been monitoring the forums
established to regulate policies, in line with the
actions of Instituto Aco Brasil (Brazil Steel Insti-

tute) and actively participating in them.

ENVIRONMENTAL DIMENSION

Likewise, the financial opportunities have also
been identified, primarily through the UN'’s
Clean Development Mechanism. The financial
viability of the Company’s projects has inclu-
ded the potential benefit of carbon credit, to
increase the value of investments as reflected
in the mitigation of GHG emissions in accor-
dance with the additionality principle propo-
sed by the Kyoto Protocol.

In this fiscal year, the purchase of scrap, espe-
cially by the top 40 clients, was again a subject
discussed internally. In 201, with the structu-
ring of the various sectors involved with the
guidelines of the National Policy on Solid Wa-
ste, Usiminas plans to discuss again with its
suppliers and clients the structure required to

develop this activity.

Of all business lines, in 2010 Steelmaking once
again accounted for the generation of the most
waste . In this unit, 96% of the waste generated
was directed to marketing and recycling, and

the remaining 4% was available for treatment.

In 2010, in the Ipatinga plant, 94.5% of the wa-
ste generated was marketed and recycled. The
remaining 5.5% went to landfills or was sent for
treatment. In the Cubatado plant, 96.4% of the
waste generated during the year was marketed
and recycled, and only 3.67% disposed of in lan-
dfills.

Altogether, in 2010 the marketing of waste by
Usiminas was responsible for generating reve-

nue of around RS 59 million.

In the mines in the region of Serra Azul (MG),
Sistema de Gestdo Ambiental - SGA (Environ-
mental Management System) was consisten-
tly operated in 2010, based on the ABNT ISO
14.001:2004 standard, with the purpose of
achieving environmental protection and the
prevention of pollution by industrial activity

processes.

The implementation of the SGA is part of the
project for the structuring and establishment of
Sistema Integrado de Gestao - SIG (Integrated
Management System) Mining, with reference
to management standards ABNT ISO 9001:2008
and OHSAS 18.001:2007, which began in June
2009 and whose certification will be completed
in 2011. This management tool shows the perfor-
mance, through the control of the impacts of ac-
tivities on the environment, consistent with the

policies and objectives previously established.

The design of the Environmental Management
System should be incorporated into all levels of
the Company, with the implementation of pro-
cedures in the daily routines of each process.
As such, in 2011, the Mining business line aims
to obtain ISO 14.000:2004 certification.

In the mining region, the hydrological study
and monitoring complied with the rules and
parameters established by Federacao Estadu-

al do Meio Ambiente - Feam (State Foundation

for the Environment).
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With regard to solid waste management, Mining made significant advances in 2010. In 2011, the The activities and progress made in key pro-
idea is to implement the selective collection system for all facilities of the unit. jects undertaken by the Company are shown
below.

In the Cubatao plant, the dredging works of the Piacaguera Canal, in the Private Marine Terminal,

advanced in 2010 with the completion of the section with the correction of the curve for the en- IPATINGA PLANT
trance to the canal, as planned in Phase | of the project. The operation followed the appropriate
environmental recommendations for performing proper disposal of the dredged sediment (ocean Air emissions

sions, similarly to what has been done in

disposal). . ‘ .
Coke Plant Ne°. 3, especially in relation to

Completed in March 2010, the installation ) )
the processes of discharging of coal, bur-

In the Ipatinga plant the activities of the Project for Paving and Covering of the Internal Areas of of charging car N°. 06, which is already in , ,

ning of coke gas and quenching of coke.
the Coke Plants and Coal Chemicals were also completed, a way to prevent possible infiltration of operation in Coke Plant N°. 2. A total in- ) ‘

These technologies could result in a re-
steelmaking inputs into the soil of the industrial plant. Altogether, an area of 8,270 m was paved, vestment of RS 2.24 million, and designed _ o

duction of up to 80% of emissions of par-
and another, with an extension of 22,727 m, covered. with a sealed loading system in the coke

ticulate matter.
ovens, the new car reduced by 90% fugi-

tive emissions of gases and particulate _
Use of natural gas in blast furnace N°. 3

matter in the coal charging process. ) o )
(replacing coal injected into tuyeres) and

in scarfing in the steelworks (instead of

Implementation complete and operation o ) )
LPG). In addition to allowing changes in

initiated in Coke Plant N°. 3, designed ) ) , )
the mix of energy matrix, the project will

with new technologies that achieve levels o )
also reduce emissions of particulate mat-

of air emissions smaller than those provi- )
ter and Greenhouse Gas (GHG), since na-

dedin the current legislation. tural gas is classified as a clean fuel.
Reform of battery N°. 3 of Coke Plant Ne.
2 was initiated in October 2010, with an
investment of RS 4,860,000. The work will
enable the installation in Coke Plant N° 2

of new technologies to control air emis-
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Energy efficiency

Adoption of the Energy Efficiency Pro-
gram, which seeks to raise awareness
and disseminate best practices in energy
efficiency. One of the actions of the pro-
gram promoted the implementation of
the Energy Efficiency Seal, which, during
the Usiminas Environment Week in June
2010, awarded the areas that showed the
best performance of combustion furnaces
through the creation of better operatio-

nal practices.

Managing noise emissions

In addition to the monitoring of noise
already done, the Inventory/Mapping of
Sources of Emission of Sound Pressure of
the Ipatinga Plant was prepared, aiming
to obtain technical and scientific data for
management of key impacts, by mapping
the acoustic conflict of the Company are-

as to the community.

Installation of an acoustic barrier in the
coal crusher to reduce the propagation of

noise caused by the equipment.

ENVIRONMENTAL DIMENSION

Care with waste

A project on this topic is being developed
in partnership with Fundacao Gorceix -
UFOP) (Gorceix Foundation). The goal is
to adjust the volume expansion of the ste-
el slag for use as railway ballast by means

of a technical and scientific work.

A study whose goal is to develop briquet-
tes based on steelworks sludge is also un-
der development, for reuse of this inputin

the blast furnaces.

Natural gas

In 2010, the Ipatinga plant began using natural
gas in its production processes. The immediate

applications are:

In Blast Furnace No 3, the fuel partially re-

places the coal injected into the tuyeres;

In steelmaking, natural gas replaces LPG,
which represents 70% of the total con-

sumption of the area.

In addition to saving resources and streamlining
production, natural gas also provides environ-
mental benefits because it is a cleaner energy

source than petroleum and coal products.

Currently, the plant operates with the average
availability of 260 cubic meters per day of natu-

ral gas in the blast furnace and scarfing.

Natural gas has not yet begun to be used in
the hot rolling units (hot strip rolling and heavy
plates), cold rolling (in box annealing furnaces,
hydrochloric acid recovery furnaces and the con-
tinuous annealing line) and hot-dipped galvani-

zing lines 1 and 2, which use fuel oil in the pro-

duction process. However, the forecast is that
the replacement by natural gas should occur by

March 2013.

CUBATAO PLANT

In the Cubatao industrial plant, the refurbish-
ment of Boiler N°. 3 was made in 2010 at a
cost of RS 11.5 million. The other boilers were
not refurbished, since Usiminas is studying the
creation of a new thermoelectric power plant.
Considering that the refurbished of Boiler N°. 3
aimed to adapt the equipment (only one of the

boilers), the gains and environmental benefits

of this modernization were not measured.
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Emissions of particulate matter

Reform of the electrostatic precipitator of Sin-
tering 2 was initiated, with the expansion of its
filtering capacity and the adoption of new te-
chnology (Coromax). The investment is around
€ 12.68 million, and includes the reform of the
electrostatic precipitator at Sintering 3 and the
secondary pneumatic conveyor of Sintering 2
(the latter two activities are ongoing and due for

completion in 2011).

Care with waste

Operation of wood waste shredder - hiring
company for wood processing (beginning
in August), at a cost of R$ 97,000 (cumu-
lative from August to December 2010).

Development of alternative for sludge
recycling from the steelmaking process,
increasing the recycling rate of waste
with return of product to the steelworks
- without investment (held in partnership

with another company).
Waste recycling
The Program for Solid Waste Management, im-
plemented in the Ipatinga and Cubatao plants,

is based on the 4Rs concept - Reduce, Reuse,

Recycle and Recover.

ENVIRONMENTAL DIMENSION

In the Ipatinga unit, in 2010, a total of 35,400
tons of steelworks sludge was recycled (LDG
thick sludge); and a volume of 1.21 tons was
marketed. Currently, Usiminas performs tests
to reclaim the metal content of the sludge and
to produce briquettes, which can be used in

blast furnaces.

In Cubatao, the volume of recycled steelworks
sludge totaled 54,000 tons, comprising sales to

other companies.

Steelworks sludge, whose main component
is iron oxide, consists of waste derived from
industrial process in the steelworks (area
where steel is produced). Due to its chemical
composition, Usiminas carried out studies
that made it possible to use the material as
aninputin the sintering process, one of the

steps in the production of steel.

The Company began marketing steelworks
sludge, which had previously been disposed
of in industrial landfills. The Company
found in the industrial sector, particularly
among manufacturers of ceramics (which
also use blast furnace sludge in their
processes), a more appropriate destination
for this steelmaking byproduct, and with a

financial return.

The municipality of Ipatinga received four digital
panels, which it installed nearly two years ago at
four different public locations, which indicate the

air quality in addition to weather information.

The measurement is performed through four
stations that comprise the Rede Automatica de
Monitoramento da Qualidade do Ar e Meteoro-
logia - RAMQAM (Automated Network for Mo-
nitoring of Air Quality and Meteorology) in the
municipality of Ipatinga. In 2010, all measured
values met the standards set by the environmen-

tal legislation.

The stations, equipped with modern analysis
technology, conduct continuous monitoring of
pollutants, sending the data online, each hour, to
Usiminas, Fundacao Estadual do Meio Ambien-
te - FEAM (State Environment Foundation), the
Prosecutor’s Office and the city hall. The infor-
mation transmitted by the digital panel is based
on the calculation of the indice de Qualidade do
Ar - QA (Air Quality Index), regulated by environ-
mental agencies, and used internationally. The
classification of air quality to which people are

exposed can vary from “good” to “critical”.

The continuous monitoring stations, installed by
Usiminas in Ipatinga, are not designed solely to
evaluate the operations of the plant, but the air

quality across the city, including influential fac-

tors, such as industrial emissions of various com-
panies, automotive fuel emissions, motorcycles,

buses and trucks, fires, topography, weather, etc.

In 2010 the Company also opened the Biological
Treatment Station in the Ipatinga plant, with a
reactor that has already started operation. The
other equipment that will comprise the entire
plant, such as the ammonia distiller and tertiary

treatment, will be completed in 2011.

In partnership with the municipality of Porto
Alegre, and with the support of specialists, in
2010 Solucoes Usiminas decided to build and
donate a municipal waste sorting center, ins-
talled inside a housing development under

construction in the state capital.

In addition to the sorting center for municipal
waste, the development will have a plaza, day-

care and community kitchen.

Designed by engineers and architects of So-
lucoes Usiminas, the entire Sorting Center is
made of metal, and should be completed in the
first half of 2011. The sorting center will have
all the necessary equipment for residents to

recycle urban waste from various processes.
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Usiminas has been maintaining, for years, the
area surrounding the Ipatinga plant - an ex-
tension of 2,946 hectares of green areas. The
space, intended for environmental preserva-
tion and production of seedlings, also houses
a beekeeping program. In 2010, 26,549 seedlin-
gs of native species of the Atlantic Forest were

planted in the areas of the Company.

In 2010, Parque Zoobotanico da Usiminas (Usi-
minas Zoological Botanical Park) was renamed
Centro de Biodiversidade da Usiminas - Cebus
(Usiminas Biodiversity Center). The Company
installed on the site a warehouse to store fuel,
fertilizers and pesticides, meeting the legal re-
quirements of environmental safety. Moreover,
it expanded the nursery area intended for the
maturity of seedlings, with the construction
of fences and irrigation and drainage syste-
ms, which will allow production (potential) of
70,000 seedlings. In 2010, 119,882 seedlings of

native trees, ornamental and fruit species.

The Company’s program for green areas and
the internal landscape of the industrial area is
maintained by the nursery. In 2010, the Mining
business line, for example, received 2,380 see-
dlings for reforestation and landscaping from
Cebus, in the mining area. Another 6,190 see-
dlings were also donated during the Xerimbabo

Project, held in Itatiaiucu (MG).

ENVIRONMENTAL DIMENSION

In 2010, Usiminas continued the Riparian Forest
program, which aims to restore and maintain
the vegetation cover on the left bank of the Pi-
racicaba and Doce rivers, in the municipalities
of Coronel Fabriciano, Ipatinga and Santana do
Paraiso in the Steel Valley, a total area of 185
hectares. With the program, the Company ma-
naged to ensure maintenance of vegetation
cover in this whole area, with mowing, fencing

and firebreaks that limit the entire area.

The Company also continued the activities pro-
vided for in the Termo de Compromisso de Re-
cuperacao Ambiental (Term of Commitment to
Environmental Recovery), signed with the State
Forestry Institute and the Public Environmental
Prosecutor of the District of Ipatinga, for the

planting of native species.

The industrial plant in Ipatinga, which occupies
an area of 7.997 km?, is located next to Rio Doce
State Park, an Area of Biosphere Reserve of the
Atlantic Forest recognized by UNESCO, the Uni-
ted Nations Educational, Scientific and Cultural
Organization. The complex, however, is not lo-

cated in the vicinity of the Conservation Unit.

In turn, the facilities that house the administrative and industrial activities in steel production, in
the Cubatao Plant, occupy 12.5 km? of an area adjacent to Serra do Mar State Park and mangroves.
The park has a management plan, whose preparation took into account the current reality of the

region, namely the existence of an industrial center.

The industrial complex of Cubatdo is also located in an Area de Protecdo Permanente - APP (Per-

manent Protection Area), including riverbanks, tops, hills and all the archaeological heritage of the

Sambaquis do Morro do Casqueirinho.
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Carlos Gandra — Application Technician
Usiminas Biodiversity Center
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Environmental
Performance Indicators

MATERIALS

In the steelmaking process, manufacturing and processing

of steel require the use of an extensive list of raw materials
and inputs. In 2010, Usiminas consumed 28.8 million tons,
considered the main non-renewable raw materials and inputs
required for production, against a total of 13.2 million tons in

2009 (see tables).

Materials used by weight or volume, by business line in 2010

Capital Goods

Mining

Main non-renewable raw
materials and inputs

Welding consumable
Rolled non-flat

Rolled flat

Paints, solvents and pastes

Total

Steel Transformation

Consumption of Main non-renewable raw Consumption of
materials by type (t) materials and inputs materials by type (t)

9,370,577
9,370,577

N CEELI T

Main non-renewable raw Consumption of
materials and inputs materials by type ()

Aluminum 22,443
Anthracite 183,954

Main non-renewable raw
materials and inputs

Consumption of Argon 8,088
materials by type (t)

Natural 71,835
1,064,583

Lime and fluxes 2,922,565
1,064,583

Coal 3,625,319

Coke 70,21

Petroleum coke 675,498

Ores 10,830,132

Total 18,410,045
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Steel 1,064,583
Aluminum 22,443
Anthracite 183,954
Argon 8,088
Natural 71,835
Lime and fluxes 2,922,565
Coal 3,625,319
Welding consumable 1,499
Coke 70,211
Petroleum coke 675,498
Rolled non-flat 3,289
Rolled flat 31,155
Ores 20,200,709
Paints, solvents and pastes 258

Total of non-renewable

materials (t) 28,881,407

In Steelmaking, 10% of materials used in ma-
nufacturing steel are recycled, while in the Mi-
ning business line, the percentage is 50% of the
total. In contrast, The Capital Goods and Steel
Transformation business lines do not use mate-

rials of this nature in their industrial processes.

ENVIRONMENTAL PERFORMANCE INDICATORS

Steel slag scrap

Slag from LD
converter

Pigiron slag

FOFO (Cast Iron) —
acquired externally

Light scrap
Heavy scrap
Plant scrap
Sludge
Fines

Total weight (t)

Reprocessed ore

Total weight (t)

594,835

20

90,514

53,352

242,267
72,502
34,551
58,337
445733

1,592,111

4,704,132
4,704,132

10.47%

50.20%

Steel slag scrap 594,835
Slag from LD 50
converter

Pigiron slag 90,514

FOFO (Cast Iron) —

acquired externally 23,352
Light scrap 242,267
Heavy scrap 72,502
Plant scrap 34,551
Sludge 58,337
Fines 445,733
Reprocessed ore 4,704,132
Total weight (t) 6,296,243 25.62%

Explanatory notes:

1) The “Total - Usiminas” line encompasses only the
amounts related to the Mining and Steelmaking
business lines, since the others do not use recycled
materials.

2) To calculate the percentage of recycled material,
the scrap value (total), sludge and fines were
used,compared with the amount of ore (used

in Steelmaking and Mining), coal and coke for
Steelmaking and Mining.

Steelmaking showed a significant increase in
production in 2010. The expansion of activities in
this business line explains the growth in purcha-
sing and power generation in relation to the pre-
vious year. In totaling the electricity purchased,

Usiminas also adds to its process the emissions

resulting from power generating companies. The
2009 Annual Report did not contain this infor-

mation.

In 2010, Steelmaking reduced its energy con-
sumption by 01% due to rationalization and effi-
ciency measures, which is equivalent to saving
148,592 gigajoules (GJ). In Ipatinga, the result
was achieved through the project Theme Leader
Energy Efficiency; in Cubatao, by the projects to
reduce coke gas in sintering and a reduction in
energy in the water treatment and recirculation

system in the rolling mills.

LPG 4,706,354

Total consumption of direct energy (GJ) 4,706,354
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Coal'

Gasoline

Diesel

Fuel oil

Natural gas

LPG

Coke purchased?

Subtotal

Hydrous ethanol
Oxygen
Nitrogen

Argon

Subtotal

Total consumption of direct

energy (GJ)

Gasoline
Diesel

Fuel oil
Natural gas

LPG

Total consumption of direct

energy (GJ)

Diesel

Total consumption of direct energy (GJ)
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114,738,043
2,468
168,641
5,946,674
4,191,048
325,014
8,275,845
133,647,732

115
3,247,286
3,216,653

77,030
6,541,083

140,188,817

207

8,950
56,707
3,736,807
8

3,802,680

123,770,774
123,770,774

Coal' 948,208 | 114,738,043
Gasoline 4,022 2,675
Diesel 302,115 123,948,365
Fuel oil 5,039,608 6,003,381
Natural gas 3,028,371 7,927,855
LPG 273,642 5,031,376
Coke purchased? 10,230,622 8,275,845
Subtotal 113,699,218 | 265,927,540
Hydrous ethanol 224 115
Oxygen 2,328,617 3,247,286
Nitrogen 2,489,507 3,216,653
Argon 66,012 77030
Subtotal 4,884,360 6,541,084

Total consumption of

direct energy (GJ) 118,583,578 | 272,468,624

Explanatory notes:

1) In the industrial plant of Cubatao, the item coal
includes the consumption of anthracite.

2) Coke purchased = coke consumed - coke produced.

3) The purchase of metallurgical coke varies with
the installed production capacity of coke and steel
production. In 2010, the variation is explained by the
increase in the Company’s own production..

Electricity purchased 86,111.74
Electricity generated 0,00
Total 86,111.74

Usiminas’s industrial and mineral exploration
operations also require large volumes of water.
In the production of steel, it is used as a solvent,
catalyst, cleaning agent, and cooling agent and
in dispersion of pollutants. The only sources of
water uptake used by the Company are the ri-

vers located near its steel plants.

Most of the water used by the Company recircu-
lates within its own facilities. Once processed, a
part ofit, always in a smaller volume, is returned

to rivers.

As authorized through legal grants, Usiminas
takes up water from the Quilombo River (only
for human consumption) and Mogi River (indus-
trial use), in S3o Paulo, and in Piracicaba River,
in Minas Gerais. In 2010, the industrial plant in
Ipatinga accounted for an uptake of 1.6% of the
average annual volume of the Piracicaba River,
while in the Cubatao unit it accounted for 10.5%
of the average annual volume of the Quilombo
River and its tributaries (Brites and Morrao Ri-

vers).

8,690.00 | 10,275,292.00 215,368.29 10,585,462.03
0,00| 2,713,558.00 1,861.20 2,715,419.20
8,690.00 | 12,988,850.00 217,229.49 13,300,881.23

In 2010, there was no uptake of water or effluent
from another organization. In the same period,
there was a significant increase in operations
to take up groundwater due to the grant of se-
ven new licenses for tubular wells in the Mining
business line. The unit also considered the Tesp
and Taubaté terminals, not recorded in 2009.
The Steel Transformation business line com-
pleted the integration of its units and assumed
control of the consumption data from 12 distinct

regional units.

Only Steelmaking recycles and reuses a signi-
ficant percentage of water. In 2010, the plants
reused 1.41 billion cubic meters (m?®), equivalent
to 95% of the total volume of water consumed
in the period. In 2009, the volume recycled/reu-

sed was 1.3 billion m?3.
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Surface water, including wetlands, rivers, lakes and

oceans @ 3,262,574 171,718,199 0 174,980,773
Groundwater 7,676,388.00 0 33,274 7,709,662
Municipal supply or other providers 1,078.00 0 180,746 181,824
Total water consumption 10,940,040 | 171,718,199 214,020 182,872,259

Explanatory notes:

1) In 2009, it was reported, incorrectly, that Steel Transformation had consumed water from another organization. The
correct information is that the company was supplied by a water tanker, since it was in the process of obtaining grants
for water uptake. In 2010, when the grants were legally authorized, this type of supply became unnecessary.

2) In 2009, the volume of surface freshwater corresponds to the subtraction of the volume of brine/seawater used by
the plant in Cubatado. That is, the volume of “surface freshwater” is also considered in the total volume of “surface water,
including wetlands, rivers, lakes and oceans” (double counting).

Initiatives to reduce emissions of greenhouse

gases and reductions achieved

In 2010, Usiminas did not register the reduc-
tions in total emissions resulting from its ope-
rations. However, the Company created some
programs, including Projeto Sinergia (Synergy
Project), aiming to improve operating results
through increased efficiency of processes, in
addition to the rationalized use of natural re-
sources and energy. Among more than 200 pro-
jects, the following can be highlighted: the use
of natural gas in blast furnace N> 3 and in scar-

fing in the steelworks; the reduced consump-

ENVIRONMENTAL PERFORMANCE INDICATORS

tion of fuel oil and electricity in the hot rolling
mill; and initiatives to increase the internal use

of LD gas (LDG).

With the same purpose, the Energy Efficiency
Program seeks to increase awareness and dis-
semination of good practices as a means of
obtaining a reduction in fuel consumption. The
program provides for the assessment and clas-
sification of combustion furnaces of the Ipatin-
ga plant, recognized with the Energy Efficiency

Seal.

Other relevant indirect emissions of gree-

nhouse gases, by weight

The scope of the Corporate Inventory of Gree-
nhouse Gas did not consider the emissions ge-
nerated in transporting employees. At this sta-
ge of the work, the priority is the generating
sources in production and logistics processes,

which record much more significant volumes.

NOx, SOx and other significant air emissions,

by type and weight

Atmospheric emissions caused by Usiminas’s
operations, especially flue gas and fugitive
emissions, decreased significantly compared
with the 2009 results. The decrease is mainly
due to changes made in the Ipatinga plant, whe-
re Coke Plant 3, went into operation with very
strict emission levels, and the downtime for re-

furbishment of battery N°. 3 of Coke Plant 2.

Moreover, in 2010, the new charging car N°. 6
of Coke Plant 2 also went into operation, which
helps the reduction of fugitive emissions. In the
coal chemicals area, the systems for capturing
and processing volatile organic compounds be-

gan operating.

NOX 20,683 20,913
SOx 12,605 16,346
Volatile organic 397 338
compounds

Eml's'soes de chaminée 10,535 150
fugitivas

Material particulado 12,386 13,175
Total 56,536 50,922

(*)Emissions refer to Steelmaking and represent the
total emitted by Usiminas, since the other units emit
negligible quantities.

Usiminas uses the CO2 reporting for IISI Sector
Approach (WSA) methodology to calculate the
volume of GHG emissions. For 2010, the data

presented in the table below refer only to Ste-

elmaking.

Generation of electricity, heat or steam 1,438,127
Physical-chemical processing 15,182,760
Transport of materials, products and (- 247,477)
waste

Generation of purchased electricity,

heat or steam - in tCO,™ 145,567
Total direct and indirect emissions (in 16,519,037

tons of CO,)

(*)Using the conversion factor proposed by WSA (IMWh
= 0,051t CO2), based on an annual average, since the
data for December were not available until the closing
date of the indicator.

(*")In totaling the electricity purchased (EN4),
Usiminas considers emissions from power generating
companies. The 2009 Annual Report did not provide
this information.

2010 UsIMINAS ANNUAL REPORT




140 | 141

FREON 22 0.88
SUVA 124 0.71
SUVA 134A 0.77
ISCEON MO59 0.92
SUVA 407c 0.31
R-22 4.06
R-124 139
R-134A 2.90
R-141B 0.63

0.055 0.048
0.022 0.016
0.000 0.000
0.000 0.000
0.000 0.000
0.055 0.223
0.022 0.031
0.000 0.000
0.110 0.069

(*) The indicator was reported only by the Steelmaking business line.

Discharge of water used in the operations of
Usiminas companies was lower in 2010. In line
with environmental protection, the Company
requires that effluents derived from its proces-
ses undergo a rigorous treatment before being
released back into the environment, in a pro-
cess that includes three steps: sedimentation,
flocculation and filtration. This is the best way
for the material discharged to meet the federal
regulatory standards, in the areas where the

Company operates.

Total water discharge by quality

and destination

In 2010, in the Steelmaking business line, 139.2
million m?® of water were discharged from the
General Outfall (Ipatinga), and launched into the
Piracicaba River (Ipatinga) and the Estuary (Cuba-

ENVIRONMENTAL PERFORMANCE INDICATORS

tao) from release points A, B and C (Cubatao).
None of this water was reused by another orga-

nization.

In 2009, the volume of discharge totaled 140
million m?. In Ipatinga, the water from the Was-
tewater Treatment Plants (ETEs) meets the stan-
dards of quality set forth by State Decree 8,468/76
(Art. 18), CONAMA 357 (Article 34), Copam Regu-
latory Determination/CERH MG-01/2008 and/or
the Self-Monitoring Plan defined in the Operating

License.

In the Steel Transformation business line, 32,451.5
m? of water were discharged from the Porto Ale-
gre and Pouso Alegre General Outfalls, and were
released, respectively, in the public sewage ne-

twork and in the Gravatai River in Pouso Alegre.

The industrial process in the activities of steel-
making and metallurgy generates a significant
amount of solid waste. In the operations of Usi-
minas, the volume reached approximately 6.7
million tons in 2010. In total, these materials
accounted for 24.3% of the mass produced of
27.8 million tons in the year. In the same period,
the Company sold 3.7 million tons and recycled
an additional 2.7 million tons. The volume of ha-
zardous waste amounted to 141 thousand tons.
In this case, there is a specific procedure, which
involves the full co-processing, recycling and
treatment in internal facilities of the industrial
unit, for further placement of this waste in the

market.

ERrTET T

As for the disposal of waste in controlled lan-
dfills, there are environmental costs. Aware of
this fact and focused on conducting business
based on sustainability, the Company sells,
through its Special Sales area and integrated
with the environmental management system
of Usiminas, for waste generated, except that

used in the process.

The supply of waste on the market stimulates
the development of partnershipswith investors,
universities and corporations interested in new
business opportunities. The Special Sales area
also sells coal chemicals and cast and forged
marketable products and services. The goal is
to manage to have all waste generated in the
industrial processes, and not internally reused,
marketed with technical and environmental sa-

feguards.
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Initiative

Sanitary landfill* 619 147 84,642 879 86,287
Capital Goods
Internal recycling - - 2,588,375 43276 2,631,651 X
Extension of
Marketing : 942 3,721,678 : 3,722,620 impacts
Disposal - own industrial landfill - - 181,218 - 181,218 ) _ ) ) )
T Repowery and installation of new equipment at the processing plant, allowing
Iniciativa . ) . i
Total 619 1,089 6,575,913 44,155 6,621,776 the use of material previously considered fine tailings.
Mining
Extension of | Recovery of ore at the mine will be significantly expanded with the use of fines,
impacts after concentration, thus increasing the mineable reserves.
Co-processing 20 361 13,824 76 14,281 Cubatio
Initiative Apply the GE Fanuc software to control the parameters of the oil lubrication
Internal recycling = = 97,445 = 97,445 Systems for the hot Str]pg'
Steelmaking
Treatment - (zErRO) - 2,273 1,500 3,773 Extension of Cubatio
: impacts Decrease in oil consumption in the Hot Strip Mill.
Marketing - 1,589 165 23,794 25,548
Total 20 1,950 113,707 25,370 141,047

(*) Landfill outside the company, duly licensed. In Cubatao, household waste and industrial waste sent to landfills are
considered.

Guidance campaign on the correct use of the sanitary sewer system of the
company.

Initiative

Capital Goods

Extension of Minimize maintenance related to clogging of the company’s sewer network.

impacts
Management of eco-efficiency is one of the premises of the work at Usiminas. Thus, it emphasizes,
in all processes and assessment of impacts,on the priority of long-term availability of renewable or T
niciativa
nonrenewable natural resources. For the Company, there is no way to separate its activities from
Mining
the processes to reduce impacts, whose management is integrated into the management of the Extension of
business itself. impacts
Initiative Cubatao
Use of rainwater in the cooling tower (TRQ # 2) for make up.
Steelmaking
Extension of Cubatao
impacts Reduction in the uptake of water from the Mogi River.
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Initiative Refurbishment of the Blasting booth N°.3 and installation of closed system
(sealed) for the dust collector filters in the blasting system of Plant I.
Capital Goods

Extension of . I
Reduce atmospheric emissions.

impacts
Iniciativa
Mining
Extension of
impacts
Ipatinga
1) Use of natural gas in blast furnace N°. 3 (in substitution of coal) in scarfing in
the steelworks (in substitution of LPG).
2) Entry into operation of charging car N°. 6 for Coke Plant 2.
Initiative 3) Beginning of the refurbishment of battery Ne. 3 of Coke Plant 2.
Cubatao
Reform of the electrostatic precipitator (ESP) at Sintering plant N°. 2, with the
expansion of its filtering capacity.
Steelmaking A new technology (called Coromax) was implemented.

Ipatinga
1) Reduction of atmospheric emissions and the flexibility of the energy matrix
to meet the plant’s output.

. 2) Reduction of fugitive emissions of particulate matter.
Extension of

impacts 3) Reduction of air emissions to the levels of the CONAMA Resolution 382/2006

and improving air quality.

Cubatao
Decrease in emissions of particulate matter into the atmosphere.

ENVIRONMENTAL PERFORMANCE INDICATORS

Initiative

Capital Goods
Extension of

impacts
Iniciativa
Mining
Extension of
impacts

Initiative

Steelmaking

Extension of
impacts

Ipatinga

1) Preparation of an inventory / mapping of sources of emission of sound
pressure of the Ipatinga plant aiming to obtain technical and scientific data for
the management of major impacts by preparing maps of the acoustic conflict
areas of the Company with the community..

2) Deployment of an acoustic barrier in order to mitigate coal crusher noise
impact at point 3.

Ipatinga
1) Presentation of the inventory to areas of Usiminas in order to verify the
possible adjustments to the equipment in production.

2) Ongoing evaluation of the efficiency of the acoustic barrier by a company
contracted to perform the measurements.
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Initiative

Capital Goods

Extension of
impacts

Iniciativa
Mining

Extension of
impacts

Initiative

Steelmaking

Extension of
impacts

ENVIRONMENTAL PERFORMANCE INDICATORS

Selective Waste Collection Campaign.

Better results in the selective collection and final disposal of waste.

Ipatinga

1) Project in partnership with Gorceix Foundation (UFOP) regarding the
adequacy of the volume expansion of steel slag for use as railroad ballast by
means of a technical or scientific work.

2) Development of the marketing potential of blast furnace slurry to ceramics
companies duly licensed by the environmental agency.

Cubatao
1) Operation of waste wood shredder.

2) Development of alternative to the recycling of steelmaking process
sludge, increasing the recycling rate of waste products with a return to the
Steelmaking segment.

Ipatinga
1) Project undergoing final testing in railroad simulators.

2) Project under evaluation of the main ceramic companies, considering the
quantitative consumption of material and method for the licensing suitability
for the ceramic companies.

Cubatao
1) Increased marketing of wood waste, reducing the stock in the company.

2) Less waste disposal in landfills and substitution of raw material in the
steelworks.

Capital Goods

Mining

Steelmaking

Total

ting to 32 incidents.

01: release of wastewater outside
the parameters set forth in
applicable legislation.

16*: infraction notices relating

to solid waste, environmental
degradation and non-compliance
with environmental conditions.

01 (Ipatinga): term of agreement
between the Prosecutor of

the State of Minas Gerais and
Usiminas, for remediation of
contaminated areas due to
improper disposal of hazardous
waste in the past.

01 (Ipatinga): infraction notice
giving rise to a warning for a
project because of failure to
meet deadlines set forth in the
conditions of the environmental
License.

05 (Cubatao): emission of
particulate matter and storage of
waste.

08 (Cubat3ao): emission of
particulate matter and storage of
waste.

32 lines

Infraction Notice - Regional Superintendence
of Environment of the Eastern Minas Gerais

Fines —Supram

Prosecutor of the State of Minas Gerais

Regional Environmental and Sustainable
Development Superintendence - SUPRAM
LM

Cetesb fines

Cetesb warnings

In 2010, the value of environmental fines imposed and paid by Usiminas totaled RS 356,951.19, rela-

50,001.00

2,099.90

To be defined

Warning

304,850.29

Values are
not applied to
warnings

356,951.19

(*)The totals cited correspond to the amounts paid in 2010, referring to three of the 16 fines applied. In the case of the
other offenses, Usiminas is awaiting finalization of the defense process to effect payment.

2010 UsIMINAS ANNUAL REPORT



Total expenditures and investments in environmental protection made by Usiminas were lower in

2010 compared to 2009. During this period, the amounts disbursed by the Company went from RS

Environmental cost, environmental preservation and recovery 1,282,987
590 million to RS 42 million (not considering investment in the area of engineering). Even so, the
) ) ) ) Treatment and disposal of waste 56,962
resources allocated to treatment and waste disposal, such as the amount invested in environmen-
tal education, showed significant increases over the previous year. In the former case, it increased Total 1,339,949
from RS 8 million to RS 20.7 million; in the latter, the increase was from RS 734,000 to RS 1.27 million
(see table).
Environmental management 284,425

In the Capital Goods business line, investment in waste treatment amounted to R$ 78,000, with an
additional R$ 62,000 invested in external certification. The amounts recorded in the Steelmaking

and Steel Transformation business lines are shown in the tables below.

Environmental cost,

environmental preservation and 18,818,299

recovery

Treatment and disposal of waste 20,689,963
Environmental cost, environmental preservation and recovery 17,535,312
Treatment and disposal of waste 20,554,864 Total 39,508,262
Total 38,090,176

Environmental management 405,365
Environmental management 120,940

Environmental education 1,270,000
Environmental education 1,270,000
External certification 16,920 External certification 78,920
Specialized consultancies 600,000 Specialized consultancies 600,000
Total 2,007,860 Total 2,354,285

(*) Investments in engineering were not considered.
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About the Report

The Usiminas 2010 Annual Report presents the strategic
actions and economic, social and environmental
performance, in Brazil, between January 1st and December
31st, 2010. The report follows the guidelines set forth by
the Global Reporting Initiative (GRI) and reached the A+
application level, with assurance on the environmental
information by PwC. GRI encourages reporting to be
increasingly incorporated into the daily activities of
organizations through processes aligned with the

management, aiming to enable continuous improvement.

Following the best practices in the publication of reports indicated by the organization, the ma-
teriality process was held for the second year to identify relevant topics to be prioritized in the
preparation of the content. In 2010, the process included consultation via questionnaires and in-
terviews with representatives of seven Usiminas audiences, which involved 50 clients, 42 suppliers,
29 community representatives, 52 shareholders, 12 government representatives and 11 specialists.
To support the analysis, we developed a study on benchmarking practices of ten companies in the

steel industry in Brazil and abroad.
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Management focused @

In order to prepare the materiality matrix,
analysis of each of the consultations was con-
ducted. The subjects were selected according
to criteria ranging from impacts and opportu-
nities related to Usiminas and the sector, to the
relation with the Company’s strategic commit-
ments. The subjects were classified in the ma-
trix according to the views of stakeholders and
their relevance to the management. The ten

most important issues for Usiminas are:

Business ethics and o
business practices

Business 0

performance

w
v
2
>
]
=
)
(3
o
=
<
wi
o
(C]

Occupational safety
and accidents

Research and o
innovation

Training and
lifelong learning

Efficient use of @
natural resource

(water, energy,

raw materials)

SOCIETY

on sustainable
development|

Healthand (8
quality of life

Compensation @
and benefits

Risk management (10

Most of the items considered material in this
study indicate a tendency of the Company to
seek, as a management priority, the develop-
ment of its business and the deepening of its
relationship with publicist employees. Other
topics of interest to other stakeholders, such
as suppliers, community and government, have
not appeared among the priorities due to the
low return of consultations with representati-

ves of these stakeholders.

10 89

ABOUT THE REPORT

3 4 5 6 7 8 9

_________ S gl MAIOR RELEVANCIA

COMPANY

As in 2009, Usiminas follows the evolution
process in the consolidation of social and en-
vironmental indicators, including information
from all units of the Company, in line with the
process of management integration. Possible
limitations of coverage of some indicators are
pointed out in the explanatory notes accom-
panying the tables and charts. This is an on-
going process in continuous improvement at
Usiminas, which seeks to deepen the sustaina-

bility management.

Based on best practices of accountability and

reporting, this Annual Report also follows the

guidelines of the Brazilian Association of Publi-

cly Traded Companies (Abrasca) to dissemina-
te information of interest to shareholders. The
article also indicates the correlation between
the content and the ten principles of the Global
Compact, which allows its additional use as a

Notice of Status of the Company’s performance.

The Usiminas Annual Report aims to monitor
the Company’s evolution. To assess this publi-
cation, visit Usiminas’s online sustainability
portal (www.usiminas.com) and answer the

evaluation questionnaire.
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In early 2011, GRI modified its system of Level of Application, and no longer authorizes the publica-
tion of related icons. For this reason, this edition of the report does not include the self-declared

seal of application A+, as in previous years.

The 2010 Usiminas Annual Report meets the requirements for a level A+ GRI Application, according

to the parameters presented in the table below:

\, 154 | 155

TABLE OF CONTENT:!

Respond to items:
1.1;2.1a 2.10;

Report all items for
Level C, plus:

Same requirement as
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Processes for self-assessment of performance of the highest governance body, especially in terms of economic,

410 . ; -
environmental and social performance.
) - ) 411 | Explanation of whether and how the organization applies the precautionary principle. 33
11 | Statement from the most senior decision-maker 9-11 P g PP P ypP P
12 | Describtion of kev impacts. risks. and obportunities oM a0 Externally developed charters, principles or other initiatives of an economic, environmental and social nature to which 1278
: P Y IMPActs, r1sks, pp : % | the organization subscribes or endorses. o
4.3 | Participation in associations and/or national/international advocacy organizations. 107
21 |N fthe organization. 21 22
ame of the organization and 414 | List of stakeholder groups engaged by the organization. 40 and 41
2.2 | Primary brands, products, and/or services. 21and 22 ) ) ) ) ) ) )
415 | Basis for identification and selection of stakeholders with which to engage. 40 and 41
2.3 | Operational structure of the organization, including main divisions, operating units, subsidiaries and joint ventures. 21-23 ) )
: o 4.16 | Approaches to stakeholder engagement, including frequency, type and stakeholder groups. 40 and 41
2.4 | Location of organization’s headquarters. 25 _ ) _ o
75 Countries where the organization operates or that are especially relevant for the sustainability issues addressed 2 417 K%mplcs and concerns raised through stakeholder engagement, and which the organization has pledged to 40 and 41
’ by the report. adaress.
2.6 | Nature of ownership and legal form. 27
2.7 | Markets served (including breakdown of geographies, sectors served and types of clients/beneficiaries). 23
2.8 | Scale of the reporting organization. 23
2.9 | Significant changes during the reporting period, concerning size, structure or shareholding structure. 21-23
210 | Awards received in the reporting period. 74 EC1 | Direct economic value generated and distributed. 163 -
£C2 Financial implications and other risks and opportunities related to the activities of the organization due to 122 7
. . climate change.
3.1 | Reporting period. 151
) ) EC3 | Coverage of the pension plan of defined benefits provided by the organization. 92 -
3.2 | Date of most recent previous report (if any). -
N 5 " EC4 | Significant financial assistance received from government. 109-1M -
The 2009 Annual Report was published in April 2010
- - Variation in the ratio of the lowest wage compared to the local minimum wage in major operating
3.3 | Reporting cycle (annual, biannual, etc.). - ECS | nite 81 1
Usiminas publishes the Company report annualy EC6 | Policy, practices, and ratio of spending on locally-based suppliers. 105 -
34 | Contact data for questions regarding the report. 90-153 ECT Procedures for local hiring and ratio of senior management hired from the local community in 107 6
3.5 | Process for defining report content. 151-153 major operating units.
3.6 | Boundary for the report (such as countries, divisions, subsidiaries, facilities acquired, joint ventures and suppliers). 151 £Cs Development and impact of investments in infrastructure and services provided, primarily for public m i
37 | Statements on specific limitations on the scope or boundary of the report. B benefit, through commercial engagement, financial resources or pro bono activities.
Basis for preparing the report in terms of joint ventures, subsidiaries, facilities acquired, outsourced operations
3.8 o o i~ : o 21-23
and other entities that can significantly affect comparability between periods and/or organizations.
3.9 | Data measurement techniques and the calculation bases. 151-153 EN1 | Materials used by weight or volume. 133 and 134 8
3.10 | Restatements of information provided in previous reports. ENZRieeicentagelotliecycled matciialstised. Baandizst|eRndid
Changes are informed throughout the text in the report EN3 | Direct energy consumption by primary energy source. 135and 136 8
3 Significant changes compared with previous years, in terms of scope, boundary or measurement methods EN4 | Indirect energy consumption by primary source. 137 8and9
’ applied in the report. EN5 | Energy saved due to conservation and efficiency improvements. 135 8
Eventual limitation in scope of certain indicators are shown in explanatory notes that accompany the charts and tables EN8 | Total water withdrawal by source. 138 8and 9
312 | Table identifying the location of information contained in the report. 156-159 EN9 | Water sources significantly affected by withdrawal of water. 137 8
3.3 | Policy and current practices with regard to seeking external assurance for the report. 164-167 EN10 | Percentage and total volume of water recycled and reused. 137 8
ENTI Location and size of land owned, leased, managed within or adjacent to protected areas, and areas 130 3
41 | Governance structure of the organization. 28-30 of high biodiversity levels outside the protected areas.
42 | Chair of the highest governance body. 29 ENT2 Description of significant impacts on biodiversity by activities, products and services in protected 3
) ) ) ) ) ) areas with a high level of biodiversity.
Number of independent directors or non-executive directors of the highest governance body, and their
4.3 attributions. 28 In 2010, the significant impacts caused to biodiversity by Usiminas’s activities and operations were not monitored. However, in 2011, the
C lans to devel thodology t hi t.
44 Mechanisms for shareholders and employees to provide recommendations or offer guidelines to the highest 34 Omparty prans to develop a methocology to assess such Impac
: governance body. EN16 | Total direct and indirect greenhouse gas emissions, by weight. 139 8
Linkage between compensation for members of the highest governance body, senior managers and executives EN17 | Other relevant indirect greenhouse gas emissions, by weight. 139 8
45 (corjsidertermmation arrangements) and the performance of the organization (including social and 31and 32 EN8 | Initiatives to reduce greenhouse gas emissions and reductions achieved. 138 7.8and 9
envn’onm-ental performan.ce). _ ) _ EN19 | Emissions of ozone-depleting substances, by weight. 140 8
4.6 | Processes in place forthe hlgheét gov.emance body to.assure that conflicts of \hterest are avoided. 28 and 29 EN20 | NOx, SOx and other significant air emissions, by type and weight. 139 3
47 Proce;s tngterm\ne the qua\!ﬁcatlons and expemse ofmembers of the hlghesft governance body to define the i EN21 | Total water discharge by quality and destination. 140 3
organization's strategy on topics related to economic, environmental and social issues.
o - : ) ) EN22 | Total weight of waste by type and disposal method. 141and 142 8
48 Mission or value statements, codes of conduct and principles relevant to economic, environmental and social 2 — .
| performance as well as the status of their implementation. EN23 | Total number and volume of significant spills. 8
49 Procedures of the highest governance body to supervise the identification and management of the economic, 28-29 There were no significant spills in 2010.

environmental, and social policies.
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EN26 | Initiatives to mitigate environmental impacts of products and services. 142 €143 7,8and 9
EN27 | Percentage of products sold and their packaging materials that are reclaimed by category. 122 8and 9
EN2S Monetary value of fines and total number of sanctions for noncompliance with environmental laws and 147 3
regulations.
Significant environmental impacts of transporting products and other goods and materials used in

EN29 . o 8

the operations of the organization, as well as transport of workers.

This indicator was not monitored in 2010.

EN30 | Total investments and expenditures on environmental protection, by type. 148 e 149 7e9
LAT | Total workforce by employment type, employment contract, and region. 33 -
LA2 | Total number and rate of employee turnover by age group, gender,and region. 85e 86 6
LA4 | Percentage of employees covered by collective bargaining agreements 87 land 3
LAS | Description of notifications (time limits and procedures). 87 -
LA6 | Percentage of total workforce represented by formal health and safety committees. 97 -
LA7 | Rates of injury, occupational diseases, lost days, absenteeism and work-related fatalities, by region. 98 1
LAS Education, prevention and risk management programs to provide assistance to employees, their 97 1

families or community members regarding serious diseases.
LA9 | Health and safety topics covered in formal agreements with tradeunions. 87 1

LATO | Average hours of training per year, per employee, broken down by employee category. 84 6
LAT] Programs for skills management and lifelong learning that support the continued employability of 93 i

employees and manage career endings.

LA12 | Percentage of employees receiving regular performance and career development reviews. 96 -

Composition of the groups responsible for corporate governance and breakdown of employees per

LAT3 : P o : . 81 land 3

category according to gender, age, minorities, and other indicators of diversity.

LA14 | Ratio of basic salary of men to women by employee category. 8le 82 land 3
HR] Percentage and number of significant investment agreements that include human rights clauses or

that have undergone assessment in terms of human rights.

Contracts for services and civil works, which provide human rights clauses, were subjected to audit during the period covered. In 2011,
Usiminas aims to review and update the provisions concerning human rights.

Percentage of critical suppliers and contractors that have undergone assessment on human rights 1,23
HR2 104

and the measures taken. and 4
HR4 | Total number of incidents of discrimination and actions taken. 1,2and3
As in 2009, no cases of discrimination were registered in 2010.
HR5 | Freedom of association policy and degree of application. 87 1,2and 3
HR6 | Operations with significant risk of child labor, and measures taken to contribute to its abolition. 106 1,2and 3
UR7 Operations with significant risk for incidents of forced or slave labor,and measures taken to contribute to its 106 12and3

eradication.

TABLE OF CONTENTS

SO1 | Programs and practices that assess and manage the impacts of operations on communities -

Usiminas does not have a structured program that evaluates the impacts of its operations on the communities surrounding its units
and industrial plants

SO2 | Percentage and total number of business units analyzed for corruption-related risks. 108 and 109 10

SO3 | Percentage of employees trained in anti-corruption policies and procedures of the organization. 109 10

SO4 | Actions taken in response to cases of corruption. 34 10
Position adopted in terms of public policies and participation in public policy development and

SO5 . 107 10
lobbying.

<06 Total value of financial contributions and cash to political parties, politicians and related institutions 108 10

broken down by country.
SO7 | Number of lawsuits for unfair competition, anti-trust and monopoly practices and their outcomes. -
There is only one pending court case that deals with the imposition of fines by the Conselho Administrativo de Defesa Economica

(Cade) (Administrative Council for Economic Defense) in 1997, for the alleged formation of a cartel by Usiminas, CSN and Cosipa. The
legal action awaits trial in superior courts.

508 Monetary value of significant fines and total number of non-monetary sanctions for )
noncompliance with laws and regulations.

The Company received no fine or penalty due to noncompliance with laws and regulations in 2010.

Phases of the life cycle of products and services in which impacts on health and safety are assessed

PRI for improvement, and the percentage of products and services subject to these procedures.

102 1

PRD Total number of cases of noncompliance with regulations and voluntary codes concerning health impacts )
caused by products and services on health and safety during the life cycle, broken down by type of outcome.

In 2010, no instances of noncompliance were recorded in Usiminas units. For 2011, the Company’s goal is to keep the same performance (without
incidents).

PR3 | Type of information about products and services required by labeling procedures. 103 8
PR4 | Nonconformities related to labeling of products and services. -

In 2010, there were no complaints from clients about the lack of labeling of products and services marketed by Usiminas. In 2011, the Company
intends to keep the same index.

PR5 | Practices related to customer satisfaction, including results of surveys. 101and 102 =

Programs for adherence to laws, standards and voluntary codes related to marketing communications,
including advertising, promotion and sponsorship.

Usiminas adheres to the Brazilian Code of Advertising Self-Regulation, which follows recommendations made by the International Code of
Advertising Practice.

PRY Cases of noncompliance related to communication of products and services, including advertising, i
promotion and sponsorship broken down by type of outcome.

In 2010, there were no cases of noncompliance with regulations and voluntary codes concerning marketing communications. In 2011, the
expectation is to maintain the same performance.

PR8 | Total number of substantiated complaints regarding breaches of client privacy. -

As in 2009, there were no cases of breach of client privacy. In 2011, the goal is to ensure the same result

PRO Fines for noncompliance with laws and regulations concerning the provision and use of products i
and services.

The company did not receive any fines or penalties of this nature throughout 2010. The goal for 2011 is to maintain the same resullt.
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Net Revenue 12,962,395 10,924,140

Operating Income (Ol) 1,902,463 1,006,881
Gross Payroll (GP) 1,586,794 1,341,099
Meals 95,567 6.02% 0.74% 67170 5.01% 0.61%
Compulsory Social Charges 426,705 26.89% 3.29% 411,612 30.69% 3.77%
Private Pension 20,567 130% 0.16% 63,305 472% 0.58%
Health 62,238 3.92% 0.48% 45,481 3.39% 0.42%
Occupational Health and 124,961 7.88% 0.96% 69,939 5.22% 0.64%
Safety

Education 2,849 018% 0.02% 867 0.06% 0.01%
Culture 187 0.01% 0.00% 0 0.00% 0.00%
T i e Pifoifesofie] 18,337 116% 0.14% 14,913 111% 0.14%
Development

Daycare and Daycare 1 0.00% 0.00% 2 0.00% 0.00%
Allowance

Profit Sharing 59,975 3.78% 0.46% 58,448 436% 0.54%
Others 70,052 4.41% 0.54% 21,769 1.62% 0.20%
Lz el el R 881,439 55.55% 6.80% 753,506 56.19% 6.90%
Indicators

Education 2,210 0.12% 0.02% 0 0.00% 0.00%
Culture 14,624 0.77% 011% 10,941 119% 010%
Health and Sanitation 0 0.00% 0.00% 0 0.00% 0.00%
Sports 1,579 0.08% 0.01% 776 0.08% 0.01%
Food Safety and Fighting 161 0.01% 0.00% 279 0.03% 0.00%
Hunger

Others 35,801 1.88% 0.28% 26,521 2.89% 0.24%
Total Contributions to Society 54,375 2.86% 0.42% 38,517 419% 0.35%
Taxes (Less Social Charges) 1,873,414 98.47% 14.45% 2,219,663 241.52% 2032%
Total - External Social 1,927,789 101.33% 14.87% 2,258,180 245.711% 20.67%

Indicators
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Investments related to

production/company 178,232
operations
Investments in external

. 425
programs and/or projects
Total investments in the 178,657

environment

Regarding the establishment

of “annual goals” to minimize
waste and general consumption
during production/operations,
and increase the efficient use of
natural resources, the Company

does not have goals
complies O to 50%
complies 51to 75%

x ) complies 76 to 100%

Number of employees at end
of the period

Number of admissions during
the period

Number of outsourced
employees

Number of trainees

Number of employees over
the age of 45

Number of women working in
the company

% of management positions
held by women

Number of African
descendents working in the
company

% of management positions
held by African descendents

Number of people with
disabilities or special needs

Ratio between the highest
and lowest salary

Total number of accidents at

9.37%

0.02%

9.39%

work
The social and environmental . (x)admin-

; () administra- ) )
projects developed by the tion istration and
company were defined by: management
The standards of safety and () administra- ( )al
cleanliness in the workplace | tion and manage-

employees

were defined by: ment
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137%

0.00%

1.38%

34,886

17,342

25,246
369

5,861

1,906

0.07%

1,365

0.01%

696

123.69

927

employees

(x)allCIPA
members

(
(
(
(

agement

X

85,556

119

85,675

does not have goals
complies 0 to50%
complies 51to 75%
complies 76 to 100%

9.31%

0.01%

9.32%

(x)admin-
() administration | istration and

management
() administra- ( )al
tion and man-

employees

0.78%

0.00%

0.78%

29,603

9,112

28,666
315

5,881

1,743

0.00%

1,135

0.00%

661

employees

(x)allCIPA
members

Concerning employees’
freedom of association, the
right to collective bargaining
and internal representation,
the Company:

Private Pension covers:

Sharing of profits or results
includes:

In selecting suppliers, the
same ethical standards and
social and environmental
responsibility adopted by the
Company:

Regarding the participation of
employees in volunteer work,
the company:

Total number of complaints
and criticisms from
consumers:

% of complaints and criticisms
addressed or resolved:

Total value added for
distribution (thousand reais):

Distribution of Value Added:

( )isnotin-
volved

() administra-
tion

() administra-

tion

() are not con-
sidered

( )isnotin-
volved

At the Company
3,738

At the Company
100%

() sfollow
norms by ILO

() adminis-
tration and
management

() adminis-
tration and
management

(x)aresug-
gested

()supports

At Procon
Zero

At Procon
~ ND_ %

(x) promotes
and follows ILO

(x)allemploy-
ees

(x)allemploy-
ees

()arere-
quired

(x)organizes
and promotes

In Court Zero

In Court
~ND_ %

5,636,407

38.34% government
23.34% employees
9.97% shareholders
10.22% third party

18.13% retained

() will not be
involved

() administra-
tion

() administra-

tion

() are not con-
sidered

( )isnotin-
volved

At the company

At the company
100%

() follow
norms by ILO

() adminis-
tration and
management

() adminis-
tration and
management

(x)aresug-
gested

()supports
At Procon
Zero

At Procon
~ND_ %

(x) promotes
and follows
ILO

(x)allem-
ployees

(x)allem-
ployees

( )are
required

(x)organizes
and promotes

In Court Zero

In Court
~ND_ %

5,416,650

45.35% government
20.76% employees
8.70% shareholders

9.08% third party
16.11% retained




To the Board of Directors

Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS

We have been engaged to perform a limited assurance engagement on the Annual Sustainability
Report for 2010 of Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS, prepared under the responsi-
bility of the Company’s management. This responsibility includes designing, implementing and main-
taining internal control over the proper preparation and presentation of the Annual Sustainability
Report. Our responsibility is to provide a limited assurance report on the information disclosed in
the Annual Sustainability Report of Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS for the year

ended December 31, 2010.

Our limited assurance work was performed in accordance with the Brazilian standard for assurance
engagements other than audit and review, NBC TO 3000, issued by the Federal Accounting Council
3 MAS

oy (CFC). This standard requires compliance with ethical standards and planning and performing the
service to obtain a limited assurance that no issue has been brought to our attention that may lead

us to believe that the Annual Sustainability Report for 2010 of Usinas Siderurgicas de Minas Gerais

S.A. - USIMINAS is not fairly presented in all its material respects in accordance

with the criteria described below (Scope and limitations).
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In a limited assurance engagement, the procedures to obtain evidence are more limited than in a rea-
sonable assurance service; therefore, the level of assurance obtained is lower than that which would
be obtained in a reasonable assurance service. The procedures selected depend on the independent
auditor’s judgment, including the evaluation of risks that the information in the Annual Sustainabili-
ty Report does not significantly meet the criteria defined below (Scope and limitations). Within the
scope of our work, the procedures conducted included, among others, the following: (i) planning the
work, taking into consideration the relevance and the volume of information presented in the Annual
Sustainability Report for 2010 of Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS; (ii) obtaining
an understanding of the internal controls; (iii) examining, on a test basis, evidence that supports the
quantitative and qualitative data in the Annual Sustainability Report; (iv) interviewing the managers
responsible for the information; and (v) comparing the financial information with the accounting re-
cords. Therefore, the procedures applied were deemed sufficient to allow a limited level of assurance
and, consequently, do not include all those required for issuing a broader assurance report, as set

forth in said standard.

The objective of our work was to verify whether the data included in the Annual Sustainability Re-
port for 2010 of Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS, with respect to the obtaining
of qualitative information and measurement and calculation of quantitative information complies
with criteria and guidelines for sustainability reports from the Global Reporting Initiative (GRI-G3).
Opinions, historical information, descriptive information and information resulting from subjective

evaluations are not included in the scope of the work performed.

INDEPENDENT AUDITORS’ LIMITED ASSURANCE REPORT ON THE ANNUAL REPORT FOR 2010 OF USINAS SIDERURGICAS DE MINAS GERAIS S.A. - USIMINAS

Based on our limited assurance work, we are not aware of any significant change that should be
made to the information included in the Annual Sustainability Report of Usinas Siderurgicas de
Minas Gerais S.A. - USIMINAS for the year ended December 31, 2010, for this information to be
fairly presented, in all material respects, in accordance with the criteria described above (Scope

and limitations).

Belo Horizonte, March 25, 2011.

PricewaterhouseCoopers
Auditores Independentes

CRC 25P000160/0-5 “F" MG

Carlos Augusto da Silva

Contador CRC 1SP197007/0-2 “S” MG
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