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About the Report

As a part of the continuing effort to fulfill its corporate social responsibilities and respond to stakeholder demands,
Hyundai Steel published its second Sustainability Report, following the publication of the first Sustainability Report
published in September 2008. We hope this Sustainability Report provides a better understanding of our
sustainability management system and achievements.

Reporting
Standard

Organization
of the Report

Reporting
Period and
Cycle

Reporting
Scope and
Coverage

Reporting
Process

Assurance

Hyundai Steel’s Sustainability Report 2008 was prepared in accordance with the Global Reporting
Initiative’s (GRI) G3 Sustainability Reporting Guidelines and the BEST Sustainability Reporting Guideline.

This report consists of five chapters including corporate philosophy, economy, environment, society, and
stakeholders. Recognizing the great interest of our stakeholders, we devoted a separate chapter to the
Integrated Steel Mill project.

This report covers the reporting period from January 1, 2008 to December 31, 2008, unless otherwise
indicated. We will continue to publish Sustainability Report on an annual basis.

% Some of the information included in this report may concern activities pertaining to a period other than
the reporting period. In such cases, specific dates are provided for clarity.

This report covers the sustainability management performance of Hyundai Steel's head office, Incheon
works, Pohang works, and Dangjin works, but does not include information on the sustainability
performance of its overseas subsidiaries, production bases or associate companies in which it has a stake.

This report was prepared by Hyundai Steel'’s CSRWEM Team, which assumes full responsibility for all
corporate social responsibility programs and activities in the company.
The information and data presented in the report was internally collected and reviewed by the
sustainability task force consisting of employees and the organizations responsible for relevant activities
and programs. A stakeholder survey was conducted in order to find ways to better respond to stakeholder
demands for information and to identify issues of the highest interest.

All information included within the report has undergone a third-party review by the Institute for Industrial
Policy Studies (IPS), whose independent assurance report is included in the appendix herein.

O All monetary values in this report are in Korean won unless otherwise stated. The principal units of measurement used
in this report include t (metric ton), km (kilometer), m? (square meters) and GJ (Giga-joule), and other units used in a few
formulations are specified along with corresponding values.

O All questions regarding this Sustainability Report should be directed to:

Hyundai Steel Strategy & Planning Office, CSR-EM(Environmental Management) Team
: Tel. 82-2-3464-6212 / FAX 82-2-3464-6210



Chairman
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Sustainability management is a way of
achieving progress while taking diverse
interests of all stakeholders, including that of
the government and society;

into considerations

First of all, I would like to express my deepest gratitude toward
all stakeholders who have expressed their sincere interest and
affection for Hyundai Steel’s operation. This report marks the
second consecutive publication of our Sustainability Report
prepared in accordance with international reporting standards

following our first report last year.

In addition to its primary contribution to the national economy
through profit generation and job creation, Hyundai Steel is also
striving to practice sustainability management by responding to
various demands from stakeholders in areas including
environmental management. This report is a means of creating
an opportunity to listen to more opinions from our stakeholders

as well as sharing our achievements.

Hyundai Steel has been a major supporter of South Korean
industries and the national economy since our founding in 1953
as the first steelmaker in South Korea. Recently, a renowned
global consulting company concluded in its assessment that
Hyundai Steel is a steelmaker with the strongest product
portfolio among electric arc furnace-based steelmakers. Its
assessment is a clear proof of our competitiveness in the global
steel market. Moreover, when the Integrated Steel Mill is
completed at Dangjin, we expect to create a great synergy
between the existing electric arc furnace and the blast furnace,
currently under construction.

At Hyundai Steel, all our employees are determined to achieve
competitive and sustainable growth in order to best respond to

your continued support. Our efforts paid off handsomely last
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year as we have made significant achievements including our first
annual sales over 10 trillion KRW. We are also fully aware that
these achievements were only made possible through the strong

support and contribution of our stakeholders.

Despite last year’s great success, we are facing a difficult time as
the global economy remains in a state of distress since it was hit
by the international financial crisis starting from the second half
of last year. However, great companies excel in times of great
difficulty and we are ready to prove that Hyundai Steel is no
exception. Hyundai Steel employees have faced numerous crises
during more than a half century history of the company, and we
have prevailed through all the difficulties with a strong teamwork
and a great capacity. Today’s economic crisis presents a
formidable challenge, yet I am confident that we will prevail once
again and make a further development.

Despite expected hardships, we will continue our endeavor to
fulfill corporate social responsibilities and become a respected
company to all our stakeholders.

Our Sustainability Report is a commitment to our stakeholders
and also our vision for a better future. I would like to ask for
your continued support and advice to help make our

achievements even greater in the future.

Thank you.

Mong-koo Chung
Chairman
Hyundai-Kia Motors Group
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Hyundai Steel is fulfilling its economic,
environmental, and social responsibilities
as a responsible corporate citizen

I'd like to express my heartfelt appreciation to all our stakeholders
including shareholders, customers, and suppliers, for your
continued support and interest in Hyundai Steel. As an
important member of the modern society, companies have many
responsibilities and obligations. For more than half a century,
Hyundai Steel has made a strong effort to fulfill its social

responsibilities.

For example, Hyundai Steel’s electric arc furnaces can be
considered as eco-friendly facilities because they are used to
recycle steel scraps. In addition, the members of each steel works
are striving to contribute to the development of local
communities and to become a good neighbor to local citizens.

On a national level, we are contributing to Korean industries,
including construction, automobile, shipbuilding and

manufacturing by supplying quality products.

In terms of economic achievement, we have achieved sales over
10 trillion KRW and more than 1 trillion KRW in operating
profits for the first time in our history. Although it is an exciting
achievement, we don’t only concentrate on financial growth but
also more concerned about fulfilling our social responsibilities
that come with our greater presence in the society.

In fact, we established Corporate Social Responsibility
Committee in 2008, in addition to a dedicated team responsible
for Corporate Social Responsibility projects. We also joined the
UN Global Compact and pledged our sincere intention to fully
embrace its ten principles and fulfill our corporate social
responsibilities.

Publication of (The Ethical Management Guidebook),
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construction of eco-friendly Integrated Steel Mill by building
closed-type eco-friendly raw materials handling facilities, and a
provision of environmental education for children are examples
of our increased efforts to promote environmental values and

fulfill our corporate social responsibilities.

The year 2009 is expected to be a year of struggle for survival
when all industries face an unprecedented global economic crisis.
At Hyundai Steel, we are ready to face that challenge head-on
utilizing employees with impeccable teamwork and 55 years of
history with full of victories against hardships.

We are also on the verge of completion of our first blast furnace
at the end of this year, and I envision Hyundai Steel standing
strong, ready to make another leap forward with the completion

of our Integrated Steel Mill.

Hyundai Steel will continue the effort to become a sustainable
company that entirely fulfills its economic, environmental and
social responsibilities as we have in the past.

Furthermore, we will continue to strive for stronger
competitiveness and continue to make history in the next half
century as a continuation of our legacy of the past half century.
I ask for your continued interest and the cooperation of all our
stakeholders to ensure our success in becoming a better company

with greater success.

Thank you.

Seung-ha Park
Vice Chairman & CEO
Hyundai Steel



2008 Highlights

Establishment of Corporate Social
Responsibility Committee and Joining the
UN Global Compact

In April 2008, Hyundai Steel made an official pledge to promote
corporate social responsibility management and established
Corporate Social Responsibility Committee. Additionally, in June
2008, Hyundai Steel joined the UN Global Compact which is a
network of corporations with the intention of promoting corporate
social responsibilities. By joining the UN Global Compact, Hyundai
Steel declared its firm intention to promote CSR to both its
internal and external stakeholders.

Publication of {The Ethical Management
Guidebook)

Hyundai Steel published <The Ethical Management Guidebook> in
order to promote employee awareness on ethical management.
The guidebook contains 50 cartoon episodes which illustrate
common ethical dilemmas and solutions that employees might
face during the course of their work. The 55 page-long guidebook
is designed for easy portability to serve as a convenient reference

for all Hyundai Steel employees.

Economic Achievements

More than 10 trillion KRW in Sales

Thanks to a vastly improved product mix which includes a
significant portion of premium steel products, a robust steel
market and a high market price, Hyundai Steel achieved 10.503
trilion KRW in annual sales, an operating profit of 1.321 trillion
KRW and net profit of 822.5 billion KRW in 2008, for the first time
in its history. Compared to the 2007 performance it is an increase
of 42.3%, 97.4%, and 58.2% respectively.

Environmental Achievements

Construction of an Eco-friendly Closed-Type Raw Material
Processing Unit

Hyundai Steel decided to eliminate fugitive dust problems
associated with its Integrated Steel Mill by constructing an eco-
friendly closed-type raw material processing unit for the Dangjin
Integrated Steel Mill, currently under construction. It is a
revolutionary solution to dust problems compared to traditional
mitigation measures which aim to reduce dust from an open-air
facility. With installation of an advanced raw material processing
unit, Hyundai Steel’s Integrated Steel Mill is bound to set a new
epoch in environmental performance in steelmaking.

Social Contribution

Hyundai Steel won the Grand Prize in Corporate Social
Responsibilities Award

The Corporate Social Responsibilities Award is an award created
to promote sustainable corporate culture and social contribution
activities by giving recognition for excellence to the corporation
that has made the most exemplary achievement in the CSR area
for a given year. In 2008, Hyundai Steel was given the honor of
the Corporate Social Responsibilities Award, along with the Korea
Tourism Organization for our social contribution activities including
the Children’s Green Academy, in addition to environmental

protection activities and environmental management efforts.

Smooth Progress on Construction of the
Integrated Steel Mill

Hyundai Steel’s Integrated Steel Mill construction is progressing

smoothly with a total progress rate hitting the 50% mark as of the
end of 2008, which is 105% fulfilment of the planned progress
for 2008. The construction of the blast furnace unit is recording a
44% completion rate as well. The blast furnace units under
construction are gigantic in scale, 110 meters tall and 17 meters
in diameter, which gives 5,250m?* of capacity each. When
completed, each blast furnace will produce more than four million

tons of molten iron per year.




Corporate o
Philosophy

Hyundai Steel is extremely proud of being Korea’s first steelmaker and its half
century of success powered by its unyielding spirit of challenge. Hyundai
Steel will continue to contribute to the national economy, while fostering a
win-win relationship with its stakeholders and continuing its growth as a
global steelmaker.

Hyundai Steel is preparing for another century
of success with stakeholders, beyond its half
century of successful history.

O Left: Hyundai Steel’s first blast furnace is under construction at the Dangjin Integrated Steel Mill.
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Management Philosophy

Respect for human dignity, society and customers as well as focus on
technology are the four cornerstones of Hyundai Steel’ s management
philosophy, we aspire to grow and prosper together with our
stakeholders.

» At Hyundai Steel, we understand the fundamental importance of harmony between the company and
our employees, as well as the importance of technology which is the very core of the competitiveness.

» As aresponsible member of society, we strive to contribute to the development of the society, and fulfill
the needs of the customers who provide the very basis of our existence.

{ ' { '

Human-Dignity Management
Balancing the business goals as well as
achieving the employee satisfaction is a
vital goal.

Hyundai Steel respects the dignity of

each and every employee and supports their
personal and professional development.

Customer-First Management
Customers are the basis of all business.
Hyundai Steel strives for nothing less than
the complete satisfaction of the customers
and is eager to exceed every client

Technology Management

In awareness that competitiveness in the
price and quality of the products vitally
depends on technological innovation,
Hyundai Steel continuously invests in
development of new technologies.

\ v v
HYUNDAI
STEEL
Management
Philosophy
' 3 3

Social-Commitment Management
Hyundai Steel is deeply aware that our
growth is inseparably linked with the growth
of community. Growing and prospering in
partnership with the community is our

expectations. — | highestgoal.

We have implemented measures to carry out business in a lawful and transparent manner, maintaining
high ethical standards in our conduct, and trading fairly with partners in order to ensure continued
sustainable business performance results. In order to ensure high standards of practice, we have set an
official policy that clearly directs us not to take part in illegal lobbying or other political affairs, which include
making financial contributions to any political parties or politicians.
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Corporate Social Responsibility
Management

In April 2008, Hyundai Steel established Corporate Social Responsibility
Committee and made an official pledge to promote corporate social
responsibility management.

In June 2008, Hyundai Steel also joined the UN Global Compact and declared its firm intention to fulfill its
Corporate Social Responsibilities. In addition to fulfilling its natural duties of generating economic wealth,
providing job opportunities and contributing to the domestic economy as a corporation, we will strive to
embrace our management philosophy of pursuing common growth with our stakeholders by fulfilling our
legal, ethical and social responsibilities.

« Corporate Social Responsibility Committee

Dedicated Team - Commltt.ee I\;Iﬁembersth o - S.ecrt:ﬁtana?t - -
Wo executive officers at the ne executive officer in charge o
e ot vice president level CSR management
[ ] [ ] [ ]

Trust-based Management Environmental Management Sacial Contribution
Manager Manager Manager

Executive officer in charge Executive officer in charge Executive officer in charge

Working Group Working Group
* Managers in charge: * Managers in charge:
HR, Legal Affairs, Procurement, Environmental Management,
Audit R&D, Environmental safety

Working Group
* Managers in charge:
CSR, General Affairs, Public
Relations

Key Achievements

Since our announcement to promote corporate social responsibility management, we have participated in
the Hyundai-Kia Motors Group’s Global Youth Volunteers activities. More importantly, we also launched
several social contribution initiatives of our own including publication of <The Ethical Management
Guidebook>, construction of an eco-friendly, closed-type raw material processing unit; and the Children’s
Green Academy classes in order to fulfill our corporate social responsibilities.



Ethical Management
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With a firm belief in ethical management as our management directive, we only value accomplishment achieved
through ethical methods, and strive to become a company respected by our stakeholders for our ethical, fair and

transparent business conduct.

We are endeavoring to promote ethical management to
employees and stakeholders involved in procurement
activities, where a higher ethical standard is needed due to
the nature of the work. We have implemented a web-
based integrated procurement system (eprocure.hyundai-
steel.com) to achieve a higher degree of transparency in
the procurement process, and have created a separate
ethics committee within the procurement division.

A special series of 16 articles on ethical management in
the Hyundai Steel newspaper is another important part of
our effort to raise awareness about ethical management.
We also published <The Ethical Management Guidebook>
and distributed it to our employees to strengthen their
ability to cope with their ethical problems.

[ Refer to 2007 Sustainability Report (page 28, 29) for more detailed information on our
Code of Ethics and Standards of Conduct.

Transparent Management
Hyundai Steel has established various internal
control programs in order to provide transparently
reliable data on business outcomes to our
stakeholders.

We are conducting internal audits and reviews via the
audit committee and the board of directors. Independent
accountants also conduct audits with objective standards
to improve the reliability of our data. Our business results
and financial data are disclosed in the most transparent
manner possible via our quarterly, half-year, and annual
business reports.

.
HYUNDAI STEEL
SUSTAINABILITY

REPORT 2008 ° ()

Code of Ethics
Our promise to
stakeholders

Ethics Rules
Practical rules for
employee conduct

Information
disclosure
« IRevents

* Reports publications

Management

« Internal accounting
control system

« Assessment report

Standards of
Conduct
Guidelines of conduct for
employees

Ethical
Management §&

Cyber Auditor’s
Office
Building trust with
stakeholders

Audit Committee
« Audit report

« Opinion of the audit
committee regarding
internal monitoring
mechanism

Board of Directors
« Management's
discussion and analysis
\_—\e Outside directors

Transparent
Management

Independent
Accountant

* Independent

accountant’s report
« Intemal accounting
control system
review report
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Fair Trade
Hyundai Steel announced a declaration of compliance program in order to voluntarily promote fair trade
principles, and has operated a fair trade Compliance Program since 2002. Our efforts have been recognized by

the Fair Trade Commission, and Hyundai Steel was given an ‘A’ grade on January 7, 2009.

« Fair Trade Compliance System

~
Compliance Commitment
« CEO Declaration of fair trade

compliance
\ V.
Fair Trade
7 3 \ Compliance
Compliance Strategies | System
* Fair trade education at new employee )
orientation training

Classes and workshops by external experts
Online education

Distribution of compliance manuals,
Document control

Disciplinary actions against employees
violating fair trade-related laws and

regulations
\ V.

[ Refer to 2007 Sustainability Report (page 32) for full detail ori  Declaration of CP.’

« Fair Trade Compliance Management Organization

a 3
Organization Structure
« Compliance team
« Designated compliance officers
« Periodical reporting to the board
of directors

{ 3
Monitoring

Internal monitoring by compliance

officers

Section and division-level internal

monitoring.

Self-diagnostic checklist

Compliance hotline for support and

noncompliance reporting

Chief Compliance Officer:
Head of Strategy & Planning Division

@ Compliance Management Team (Policy Support Team)

[ ] [ ] [ ]
Procurement Sales Incheon Works
[ ) [ ]

Pohang Works Dangjin Works Integrated Steel Mill Div.
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Compliance Program (CP) Activities
Compliance Education Result by Year
2006 2007 2008
No. of No.of  Duration No. of No.of  Duration No. of No.of  Duration
Sessions Participants (inhrs.)  Sessions Participants (inhrs.) Sessions Participants (inhrs.)
Compliance Workshop 3 384 6 5 247 10 6 366 8
Online Compliance Education - - - 1 126 20
External Training 2 4 18 3 5 48 6 10 48
Total 5 388 24 9 378 78 12 376 56

Internal Inspection

Hyundai Steel has identified operational areas where a stronger sense of compliance is needed, and
conducts internal inspection on a regular basis. During the inspection, employees are given education on
fair trade issues, which may arise in their work areas, in order to minimize possible breaches of compliance
on fair trade.

2006 2007 2008

Teams Subject to Internal Inspection 32 36 39

0 Penalty on violation of Fair Trade Act: Refer to Annual Report section [I-1 B (1) (A) Other important Issues

In addition, Hyundai Steel has implemented all initiatives announced in the 2007 Sustainability Report to
further strengthen compliance program including implementation of fair trade compliance education,
recognizing and awarding compliance excellence through internal diagnostics, the establishment of a fair
trade intranet system, and revision of the compliance manual.

Fair Trade Compliance Promotion Plan (2009)

1. Making fair trade compliance education a requirement
- A regular education on fair trade compliance is given to all employees on a regular basis. In the future, we plan to make the fair
trade education program a basic part of the staff training curriculum as a mandatory subject for both newly employed and
experienced members of Hyundai Steel.

2. Recognizing and awarding compliance excellence via internal inspection
- Teams and sections at Hyundai Steel who are exemplary in their compliance with fair trade requirements will be recognized and
rewarded through a biannual award program to encourage others to follow their examples and improve the overall level of
compliance within our organization.

3. Strengthening win-win cooperation with subcontractors
- A new clause allowing supply price adjustment at delivery, according to raw material price changes, will become a standard in our

contracts with subcontractors in order to establish a win-win relationship.
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Vision and Core Values

With harmony and synergy between the most advanced Integrated
Steel Mill and 55 years of electric arc furnace-based operation, Hyundai
Steel is ready to become a steel company with a comprehensive line of
steel products combining for an optimal product portfolio and
exceptional competitiveness.

In order to meet our objective, we have identified unyielding spirit of challenge, respect for humanity,
customer-oriented mindset, creative innovation and global mindset as the five core values that must be
shared by all Hyundai Steel employees in conducting our business.

« Vision » Five Core Values

A steel company with an optimal

product portfolio and exceptional competitiveness Technology, Innovation, Future

Establishment of a Balanced growth of both Unyielding A combination of the ‘can-do’ spirit and
business structure that electric arc furnace- Spiritof Challenge passion that creates a strong driving force
ensures continued value based steel business and and allow us to achieve the impossible
creation Integrated Steel Mill
business
Respect for A state of mind that cares for the people who
Humanity respect others, organic collaboration, and
striving to fulfill social responsibilities
{ 3 { 3
Electric Arc Furnace- Integrated Steel Mill Customer-oriented  The customer-first attitude of Hyundai Steel
based Business Business Mindset employees which eams the customer’s trust
through the best quality products and services
« Continuous innovation to « Establishment of a premium
maintain market dominance fiat steel supply structure
- Renew and improve key - Cold rolled sheets for Creative Creative thinking and willingness to change
facilities automobile application, Innovation in order to create new value, based on

heavy plates for shipbuilding professionalism

« Cost reduction to improve

business competitiveness * Operating eco-friendly
- Secure a stable supply of Integrated Steel Mill Global Mindset Open-mindedness in engaging with the
materials at economical - Increase environmental world and pioneering the global market
price investment, reduce energy use ”
through unsurpassed competitiveness
\ v \ v
° ° °
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