Report of the Management Board

Management Report 2009/10

This Management Report also constitutes the voestalpine Group
Management Report as we make use of the provision of § 267 (4)
of the Austrian Commercial Code (UGB) which permits the consolidation

of these two reports.

Global economic
development

As a consequence of the global economic
downturn in the fall of 2008, economic de-
velopment at the beginning of the business
year 2009/10 was characterized by a dra-
matic slump in demand in almost all of the
voestalpine Group's important markets and
industries. It was only during the summer
of 2009 that the downward trend began to
bottom out and the first indications of a turn-
around could be perceived in some customer
segments.

Whilst growth rates also declined in the
emerging economies during 2009 (although
still managing to remain positive), the pres-
sure of the slump in the mature economies,
especially the USA and Europe, resulted
in a fall in global gross domestic product
(GDP).

Across the economic regions the incipient
recovery varied significantly in terms of ex-
tent and speed: Whereas the upward trend
which emerged from spring 2009 onwards
in the emerging markets (and especially
China) was generated by a brisk internal
market, stable exports, the rapid lowering
of inventory levels and the sustained inflow
of capital to these regions, the USA and
Europe needed a more substantial economic
stimulus program, financed by the public
purse and of a dimension hitherto unseen,

in order to initiate a turnaround by investing
in infrastructure and specific consumer in-
centives in certain industries (primarily
premiums for purchasing new cars). How-
ever, compared to the emerging economies,
the turnaround in the mature economies
came much later and was much weaker.

In the USA it was mainly the sharp rise in
unemployment and the increasing savings
rate which had a negative effect on private
consumption and consequently on the up-
swing. In Europe, however, it was primarily
the increasing borrowing by individual
countries which served as the main obstacle
to a sustainable recovery. This also resulted
in a significant devaluation of the euro
against the US dollar—the euro exchange
rate was around USD 1.50 in the fall of 2009
but is currently 15% to 20% below this mark.
The austerity programs hurriedly introduced
by several European countries over the past
weeks will be a test for recovery in Europe.
It remains to be seen to which extent they
can be compensated for by an increase in
exports resulting from the devaluation of the
euro.

Developments in the most

important customer industries
Development across the customer industries
also mirrors the significant variations be-
tween the individual regions. The sole
shared factor is the, at least partial, restock-
ing of low inventory levels in almost all in-
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dustries. Even so, despite the threat of future
increases in raw material prices, there is no
evidence of stockpiling, which indicates that
many companies still reinforce their liquid-
ity management.

Production levels in the automotive industry
still are at around 80% of pre-crisis levels.
However, after the recovery in the small and
compact car segment (the primary benefi-
ciaries of the the previous year's premiums),
there was a perceptible increase in demand
for mid-sized and large car classes from fall
2009 onwards. One of the trends of the past
years has been reversed in that automotive
sales in Western Europe are recovering sig-
nificantly better than in Eastern Europe. The
main driver behind the global upswing in
this segment remains China. The commer-
cial vehicle industry has been significantly
worse hit by the crisis—clear signs of re-
covery in this segment only emerged to-
wards the end of the business year 2009/10
and capacity utilization is currently only at
around 40% of pre-crisis levels.

As a result of both the financial and eco-
nomic crisis and the fall in oil prices, there
were also extensive hold-ups in conven-
tional energy sector projects, bringing mas-
sive slumps in demand and falling prices.
An incremental recovery, with growing order
and price levels, only began here in the
spring of 2010. In contrast, developments
in the renewable energies sector (especially

solar power and wind energy) were much
more positive, largely as a consequence of
global public investment programs.

From fall 2009 onwards, the railway infra-
structure sector, which had profited from a
positive market environment and a strong
backlog of orders during the first half of
2009/10, suffered from numerous project
postponements (the consequence of increas-
ing budget restrictions, especially in Eastern
European countries) as well as a significant
increase in competition associated with a
significant fall in prices for new tenders.

Developments in the white goods and con-
sumer goods industries were largely unspec-
tacular but continued at a thoroughly satis-
factory level. In contrast, demand in the
building and building supply industries and
the aviation industry remained sluggish.
The mechanical engineering industry has
started to grow since the beginning of
2010.

Development of the steel industry

Although some economic regions were
spared, in 2009 the global financial and eco-
nomic crisis resulted in an 8.2% drop in steel
production worldwide, from 1.33 billion tons
to 1.22 billion tons. Whereas China was even
able to increase production by a further
13.5% (from 500.3 million tons to 567.8 mil-
lion tons) to reach a new record high (i.e.,
now representing almost half of worldwide



steel production), drastic cuts in production
were introduced in Europe (-29.7%) and the
USA (-36.4%) in response to the huge fall
in orders across all customer segments.

The rapid and widespread measures of
temporarily shutting down blast furnaces and
reducing production led to a fall in production
of almost 50% in the European steel industry
(EU 27) from October to December 2008
alone. Production remained at this reduced
level until the late summer of 2009.

Only in September 2009 did the incipient
recovery in demand in key customer seg-
ments, primarily the automotive industry,
lead to a significant increase in European
steel production, from 31.5 million tons (first
quarter of the voestalpine business year
2009/10) to 40.8 million tons (third quarter
2009/10). However, the rapid recommission-
ing of temporarily shut down capacity at the
end of 2009 led to short-term competitive
pricing, but this was of limited duration as
signs of massive increases in raw material
prices began to emerge from spring 2010
onwards.

During the last quarter of the business year
2009/10 almost all of the blast furnaces
which had been temporarily shut down were
recommissioned, and capacity utilization
rose to around 85% of pre-crisis levels. In the
business year 2009/10, steel production sites
belonging to the voestalpine Group enjoyed
significantly better capacity utilization levels
than the European industry average.

Business development
of the voestalpine Group?2

Due to the extremely challenging economic
circumstances, in the business year 2009/10,
the voestalpine Group incurred a significant
decline in revenue and operating result
compared to the previous year; nevertheless,
all reporting categories are continuing to
show substantial profits.

Decline in revenue by 27.1%

to EUR 8,550.0 million

The revenues of the voestalpine Group fell
in 2009/10 compared to the business year
2008/09 by EUR 3,174.9 million (-27.1%)
from EUR 11,724.9 million to EUR 8,550.0
million. With a decrease of EUR 1,229.8
million (-28.4%), the Steel Division reported
the greatest drop in absolute figures, as
especially the first half of the year was
marked by very weak demand and an ex-
tremely low price level compared to the
same period of 2008/09 that had seen record
figures. In relative terms, the Profilform
Division was most strongly affected, with
revenues that went down by 36.9% from EUR
1,147.1 million to EUR 724.0 million due to
a slump in demand, especially in the con-
struction and construction supply industry
as well as in the commercial vehicle sector.
In the Special Steel Division, low demand
in practically all countries and industries
during the first half of 2009/10 and a reduc-
tion of inventory levels along the entire
value chain that continued until the fall of
2009 resulted in substantial declines in both

" In accordance with IFRS, all figures after application of the purchase price allocation (ppa). For explanatory remarks on the
ppa, please refer to the inside cover page of the Annual Report 2007/08. ? Retroactive adjustment in accordance with IFRS 5 in
the Automotive Division —Reinclusion of the division’s plastics operations and of Amstutz Levin & Cie under continued

operations.
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volumes and earnings so that the division
recorded revenues of EUR 2,358.4 million
that were 33.2% lower than in the previous
year (EUR 3,530.6 million). The Railway
Systems Division proved to be more resistant
to the crisis with a drop in revenue staying
within manageable limits at 18.8%, going
from EUR 2,351.0 million to EUR 1,908.5
million. This relative stability was due to the
very good market environment in the rail-
way infrastructure segment in the first half
of the year, as well as the recovery in the
wire and seamless tube segments from the
second half of 2009/10 on. The Automotive
Division had the smallest drop in sales reve-
nue both in absolute and relative figures,
with a reduction by EUR 153.2 million
(=15.5%) from EUR 988.6 million to EUR
835.4 million, as direct sales to automobile
manufacturers remained almost constant

2006/07  2007/08 2008/09  2009/10

despite the difficult economic environment,
thus enabling market share to grow. The
lower sales revenue resulted essentially
from a decline in deliveries to systems sup-
pliers (Tier 1 customers).

In evaluating the current economic develop-
ment, a comparison of the quarters with the
immediately preceding quarter throughout
the year has far more informative value than
an overall year-to-year comparison. While
a positive trend reversal with regard to re-
sults began in the second quarter of 2009/10,
the turnaround with regard to revenue—
after five consecutive quarters with declin-
ing earnings—did not occur until the third
quarter of 2009/10. In the fourth quarter of
2009/10, at EUR 2,261.7 million sales in-
creased substantially by 7.4% compared to
the quarter immediately preceding it (EUR
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2,106.6 million). All divisions contributed
to the increase in revenue, with the spec-
trum of variation ranging from +12.9%
(Special Steel Division) to +3.7% (Steel
Division).

As far as the individual divisions are con-
cerned, starting in the third quarter of
2009/10, the Steel Division profited primar-
ily from the gradual recovery in the automo-
bile industry, thus enabling full utilization of
capacity during the second half of the busi-
ness year, with the exception of a few limita-
tions due to the (scheduled) major overhaul
of one of the two small blast furnaces.

In the Special Steel Division, the increas-
ingly low inventories along the entire value
chain, the economic recovery in Asia, and
an economic uptrend in South America that
was gaining momentum had a positive effect
on business performance during the course
of the year. As far as individual industries
are concerned, the largest growth in demand
came from the automobile and consumer
goods sectors. From the fall of 2009 on, the
Automotive Division profited primarily from
the recovery trend in the European mid-
sized, executive, and luxury classes, which
had previously not benefited in any signifi-
cant way from the government-initiated
incentive programs as compared to the com-
pact car segment. For the Profilform Divi-
sion, positive development in the logistics
segment, strong growth in the solar energy
segment, and toward the end of the business
year, a slight rise in demand—albeit starting
from a very low level—for commercial
vehicles were the reasons for increasing
revenues in the year-to-year comparison. In
the Railway Systems Division, the marked
recovery and increasing capacity utilization
in the wire and seamless tube segments
during the second half of the year were able
to compensate for the competition in the rail
and turnout segments that grew in inten-
sity toward the end of the business year.

EBITDA decreases by 41.3%

to EUR 1,004.3 million

The year-to-year comparison also shows a
substantial decline in the profit from opera-
tions before depreciation (EBITDA) due to
the economic crisis. The decline in revenue
in the business year 2009/10 of 27.1%
resulted in EBITDA falling in comparison
to the previous year by 41.3% from EUR
1,710.1 million to EUR 1,004.3 million. At
the same time, it is remarkable that, despite
the extremely adverse conditions, the Auto-
motive Division was able to show a rise by
2.2% from EUR 72.2 million to EUR 73.8
million. With a minus of “only" 20.7% from
EUR 414.7 million to EUR 329.0 million, the
Railway Systems Division again demon-
strated its comparatively high degree of
stability. As was the case relative to revenue,
the Profilform Division was affected most
severely here as well, with a plunge by
61.2% from EUR 163.8 million to EUR 63.6
million. In the Special Steel Division,
EBITDA went down by 57.9% from EUR
363.3 million to EUR 153.1 million, and in
the Steel Division, it dropped by 42.4% from
EUR 735.5 million to EUR 423.3 million.
This means that despite significant declines,
in the business year 2009/10, EBITDA
continued to be solidly positive in all the
divisions. For the Group overall, the EBITDA
margin in the business year 2009/10
amounted to 11.7% (after 14.6% in the pre-
vious year). The direct comparison of
EBITDA in the first and fourth quarters
of 2009/10 makes it abundantly clear
how sustained the effectiveness of the
Group's comprehensive and consistently
implemented crisis management has been.
The moderate revenue gain in the same
period by 8.0% from EUR 2,093.2 million to
EUR 2,261.7 million results in an increase
of Group EBITDA by 153.7% from EUR 134.2
million to EUR 340.4 million; this cor-
responds to a Group EBITDA margin of
15.1% in the fourth quarter of 2009/10.
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With an increase of EUR 99.8 million
(+293.5%) from EUR 34.0 million in the first
quarter to EUR 133.8 million in the fourth
quarter, the Steel Division recorded the
highest gain in absolute terms. However,
the Special Steel, Profilform, and Automotive
Divisions also made considerable contri-
butions to the increase. Viewed individu-
ally, EBITDA rose in the Special Steel Divi-
sion by 530.3% from EUR 12.2 million to
EUR 76.9 million, in the Profilform Division
by 380.7% from EUR 5.7 million to EUR 27.4
million, and in the Automotive Division by
118.1% from EUR 12.7 million to EUR 27.7
million. Despite the already very high com-
parable EBITDA figure in the first quarter
of EUR 81.4 million, the Railway Systems
Division was able to again raise its EBITDA
in the fourth quarter 2009/10 by 4.9% to EUR
85.4 million. This disproportionate growth
of the operating result in the course of the
year makes it impressively clear that all the
divisions were successful in significantly
lowering their breakeven points.

Profit from operations (EBIT)

fell by 64.4% to EUR 352.0 million

In comparison to an operating result (EBIT)
of EUR 988.7 million in the business year
2008/09, for the same period of 2009/10, the
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voestalpine Group recorded a result that fell
to EUR 352.0 million, a reduction by 64.4%.
Considering the economic circumstances,
however, this is quite a satisfactory result
that corresponds to an EBIT margin of 4.1%
(after 8.4% in the previous year).

When reviewing the quarters individually,
it becomes clear that after a slight loss of
EUR 26.3 million in the first quarter of
2009/10, by the second quarter, the Group's
EBIT had already returned to the profit zone.
This trend has accelerated in the third and
fourth quarters with EBIT of EUR 132.4 mil-
lion and EUR 176.8 million, respectively. By
the third quarter, the EBIT margin, which
had been -1.3% in first quarter and 3.3% in
the second, was at 6.3%, and in the final
quarter, it rose to 7.8%.

Profit before tax fell by 73.8%

to EUR 183.3 million and profit for the
period by 69.5% to EUR 186.8 million

Low interest levels, positive results from
investments in securities (as opposed to the
previous year), and declining net financial
debt resulted in a financial result that went
up by EUR 120.1 million compared to the
previous year. Despite the positive develop-
ment of the financial result, due to the
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declining operating profit, lower profit be-
fore tax, which dropped by 73.8% from EUR
700.0 million to EUR 183.3 million, and the
reduced profit for the period?, which fell by
69.5% from EUR 611.6 million to EUR 186.8
million compared to 2008/09, were clearly
lower in 2009/10 than last year's figures.
Due to the lower pre-tax result and taking
the tax deduction items into consideration,
the tax rate is —1.9% compared to 12.6% in
the previous year.

At EUR 0.65, earnings per share are signifi-
cantly under the previous year’s level
While at EUR -0.05, the earnings per share
(EPS) for the first three quarters of 2009/10
were still slightly negative, the fourth quar-
ter with earnings per share of EUR 0.70
brought the earnings per share back to a
positive range for the year overall. There-
fore, the earnings per share for the business
year 2009/10 equal EUR 0.65 (after EUR
3.26 per share in the previous year).

Proposed dividend: EUR 0.50 per share

Subject to the approval of the Annual
General Shareholders’ Meeting of voest-
alpine AG, which will take place on July 7,

Dividend per share

2010, a dividend of EUR 0.50 per share will
be distributed to the shareholders for the
business year 2009/10 despite the extremely
difficult economic environment. This cor-
responds to just below half of the previous
year's dividend of EUR 1.05 per share or
last year's dividend yield of 3.6%. Relative
to the average share price of the business
year 2009/10 of EUR 22.41, this represents
a dividend yield of 2.2%.

Substantial reduction of

the gearing ratio to 71.3%

Although equity capital remained un-
changed in the past business year at EUR
4,262.4 million compared to the end of the
business year 2008/09 (EUR 4,262.5 mil-
lion), the voestalpine Group was able to
reduce its gearing ratio by about 17 percent-
age points. The reason for this improvement
is a massive reduction of net financial debt
in the past 12 months, which was made pos-
sible by investment expenditure that was
lower than depreciation and working capital
that was reduced compared to March 31,
2009, from EUR 2,450.1 million to EUR
1,648.2 million or by 32.7%. Thus, as of
March 31, 2010, the voestalpine Group's

In euros

0.78

* As proposed to the Annual General Sharholders’ Meeting.

1.45 2.10 1.05 0.50*
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' Before minority interests and interest on hybrid capital.
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gearing ratio (net financial debt as a percent-
age of equity) was 71.3%. Reduction of the
gearing ratio compared to that of March 31,
2008, (88.2%) reflects the Group's strong
self-financing capability and its consistent
liquidity management despite the challeng-
ing economic circumstances and a dividend
policy that has been consistently applied.

Cash flow shows the high self-financing
capability of the voestalpine Group
Despite a profit for the period that was down
significantly (from EUR 611.6 million to
EUR 186.8 million) in the business year
2009/10, due to a substantial release of
liquidity from working capital, the cash flow
from operating activities increased by 18.3%
from EUR 1,357.9 million to EUR 1,606.1
million. The cash flow from investment ac-
tivities reflects the investment and acquisi-
tion policy that has been adjusted to the
conditions brought on by the economic
crisis. Without changes in financial assets,
it went down from EUR -1,311.1 million to
EUR -586.9 million so that there is a free
cash flow of EUR 1,019.2 million for the
business year 2009/10. Taking the changes
in financial assets into consideration, the

cash flow from investing activities declined
from EUR -1,249.4 million to EUR -914.5
million.

Cash flow from financing activities turned
from EUR 413.4 million in the previous year
to EUR -539.6 million in the business year
2009/10. This was primarily due to the re-
payment of financial liabilities in the amount
of EUR 289.3 million as compared to borrow-
ings in the amount of EUR 715.5 million in
the previous year.

Against this backdrop, cash and cash equi-
valents were increased in the business year
2009/10 by another EUR 170.9 million (in-
cluding net exchange differences) from EUR
857.7 million to EUR 1,028.6 million.

Crude steel production down by

10.9% to 6.07 million tons

The Group's crude steel production in the
business year 2009/10 was 6.07 million tons,
10.9% below the previous year's figure (6.81
million tons). Therefore, with a production
output of 4.36 million tons, the Steel Divi-
sion saw a decline by 5.0%, while the Rail-
way Systems Division had a production

Net financial debt - Equity — Gearing ratio

In millions of euros
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output of 1.20 million tons, which corre- Comparison of quarterly figures

sponds to a decrease by 18.4%. The Special  during the business year

Steel Division reported the greatest cutback  The table below provides an overview of the
in crude steel production from 0.75 million  development of key financial figures over the
tons to 0.51 million tons or by 32.0%. four quarters of the business year 2009/10:

Quarterly development of the voestalpine Group

1st quarter 2" quarter 3 quarter 4* quarter BY
2009/10 2009/10 2009/10 2009/10 2009/10
Revenue 2,098.2 2,088.5 2,106.6 2,261.7 8,550.0
EBITDA 134.2 232.6 2971 340.4 1,004.3
EBITDA margin 6.4% 11.1% 14.1% 15.1% 11.7%
EBIT -26.3 69.1 132.4 176.8 352.0
EBIT margin -1.3% 3.3% 6.3% 7.8% 4.1%
Profit before tax (EBT) -70.1 27.8 89.8 135.8 183.3
Profit for the period -48.2 28.4 71.5 135.1 186.8
Employees (excl. temporary
personnel and apprentices) 40,801 39,919 39,404 39,406 39,406

In millions of euros

Quarterly development of the voestalpine Group

In millions of euros Revenue
Business year 2009/10 B EBIT
2,261.7
2,093.2 2,088.5 2,106.6
176.8
132.4

69.1
-26.3
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Acquisitions and divestments

Acquisitions

In the business year 2009/10, the voestalpine
Group did not make any acquisitions; in-
stead, against the backdrop of the economic
crisis, it focused on streamlining and con-
solidation of its portfolio of companies.

Divestments

In the Automotive Division, the sale of the
[talian company Euroweld S.r.l., which is
active in the production of laser-welded
blanks, as well as the closure of the British
site St. Helens, which had been part of the
plastics segment of the voestalpine Polynorm
Group, were completed as of April 1, 2009.
(As these divestments occurred at the very
beginning of the business year, we refer to
the quarterly reports 2009/10 for further
details.)

The efforts to sell the two remaining com-
panies in the plastics segment of the Auto-
motive Division in the Netherlands as well
as the French company Amstutz Levin & Cie
have not yet been successful due to the
difficult economic and financial circum-
stances. These companies, which had pre-
viously been recorded under discontinued
operations, were therefore again included
under continuing operations in the business
year 2009/10 and were undergoing a rein-
forced restructuring process.



INnvestments

The investments of the voestalpine Group
in the business year 2009/10 came to EUR
542.5 million. Of the total investments, EUR
524.9 million were attributable to tangible
fixed assets, EUR 14.7 million to intangible
assets, and EUR 2.9 million to equity hold-
ings.

The reduction of the Group's investment
volume by half compared with the previous
year (EUR 1,078.9 million) and the rela-
tively uniform reduction in each of the five
divisions are the result of the swift and de-
termined liquidity and cost management
immediately after the outbreak of the crisis
in the fall of 2008. In this respect, the Com-
pany had started to comprehensively redi-
mension the originally planned investment
projects already during the second half of
2008/09, focusing exclusively on strategi-
cally important investments to secure the
long-term technology and quality leader-
ship. In the business year 2009/10, this
policy of restraint towards investments was
applied with even greater determination. As
a result, the investments both on corporate
level and in all divisions fell clearly below
the level of depreciations.

The only exception is the Steel Division
whose investment expenses were still
slightly higher than the depreciations.
Essentially, this is because important
projects within the framework of the invest-
ment programs “Linz 2010, second phase”
and "“L6", where considerable progress

had already been made, were still under-
going completion during the course of
the business year 2009/10. However, the
initiation of new projects was extremely
restricted.

The Steel Division reported investments of
EUR 240.8 million in the business year
2009/10, accounting for 44.4% of the total
corporate volume of investments. Although
the investment activities of the division
decreased by almost half, namely 46.1%,
over the previous year (EUR 446.9 million),
a number of strategically important projects
was nevertheless completed or successfully
commissioned. In addition to the implemen-
tation of the hot-dip galvanizing plant 5 as
the last pending project under the “Linz
2010, second phase” program, the invest-
ment activities concentrated on the contin-
ued implementation of the follow-up project
"L6", which also concerns the site in Linz.
The focus was on the increase of the crucible
capacity in the steel mill (successfully com-
pleted), the replacement of the finishing
stand in the wide strip mill (implementation
in progress, completion scheduled for the
business year 2011/12) and the commission-
ing of a new block in the Company's own
power plant in April 2010 (block 7 with an
output of 165 MW).

With the major investment programs “Linz
2010" (two phases), "L6" and ongoing in-
vestment activities, the voestalpine Group
invested more than EUR 3 billion in the



modernization and the development of the
steel site in Linz.

The Special Steel Division, which accounted
for 33.8% of the total corporate investments
in 2009/10, reduced its expenditures by one
third over the previous year, namely from
EUR 275.9 million to EUR 183.3 million.
Again, this reduction is attributable to a very
restrictive investment policy as well as the
extension of the implementation schedules
of already initiated expansion and moderni-
zation projects in Kapfenberg (Austria),
Hagfors (Sweden) and Wetzlar (Germany).
With the capacity increase in the forging and
steel mill area, the Special Steel Division
will complete the last part of a multiannual
expansion program in the business year
2010/11. Projects in the course of implemen-
tation concern primarily a new axial forging
machine in Kapfenberg, a new forging press
in Wetzlar and a corresponding machine in
Hagfors. In spite of this ambitious program,
the investments of the Special Steel Division
in the new business year will again fall well
short of the depreciations.

The investments of the Railway Systems
Division amounted to EUR 71.9 million, ac-
counting for 13.3% of the total expenses of
the voestalpine Group. With a decrease of
70.3% over the previous year (EUR 242.3
million), the reduction of investments in this
division exceeded that of the other divisions
by a wide margin. However, it should be
added that the figure for the preceding pe-

riod had been exceptionally high because
of the previous large-scale investment pro-
gram implemented by the division during
several years, mainly at the Donawitz site.
During the year under review, the following
major projects were implemented: in the
steel production section, the installation of
a new vacuum degassing unit to eliminate
the bottleneck at the degasification capac-
ity and the enclosure and dust removal sys-
tem for the slag area; in the manganese
foundry of the turnout technology segment,
an investment concerned a fully automated
series production facility for manganese
frogs in France; and in rail production
the commissioning of a new sawing line
led to a considerable capacity increase in
Donawitz.

The Profilform and Automotive Divisions
only accounted for approximately 4% of the
corporate investments during the business
year under review. In detail, the investment
volume of the Profilform Division amounted
to EUR 19.3 million, representing a 58.8%
decrease over the previous year (EUR 46.9
million). The Automotive Division invested
EUR 22.5 million, reducing its outlay by
55.8% compared with the previous year
(EUR 50.9 million). The lack of large site-
specific investment programs and the con-
siderably higher contract and project de-
pendence of investment decisions compared
to the Group's other divisions explain the
almost identical development of investments
in these divisions.



Employees

As of March 31, 2010, the voestalpine Group
had 39,406 employees (excluding appren-
tices and temporary personnel). Compared
to the end of the business year 2008/09, this
corresponds to a reduction due to the eco-
nomic crisis of 6.0% or 2,509 employees.
In comparison to the employee numbers
prior to the crisis (September 30, 2008), this
represents a decline by 3,627 employees or
8.4%.

The proportion of Austrian to "international”
employees has remained constant: The
majority (20,788 employees or 53%) was
working at locations outside of Austria,
while 18,618 employees were working in
Austrian companies.

Furthermore, as of the end of the business
year 2009/10, the voestalpine Group was
training 1,472 apprentices. At 32.0%, already
nearly a third (471 apprentices) are being
trained at international sites compared to
68.0% (1,001 apprentices) in Austria. The
number of Group-wide apprentices has thus
remained almost constant—at a very high
level—as compared to the previous year
(1,506), declining by a mere 2.3% or 34 ap-
prentices.

Human resources
management in the
business year 2009/10

The dimension of the global economic crisis
and the speed with which it escalated have
posed great challenges to human resources
management during the last two business
years. By not only quickly recognizing and
assessing the crisis, but also by consistently
and comprehensively implementing numer-
ous human resources strategies, the voest-
alpine Group was able to navigate this most
difficult economic period since the post-war
years in such a way that the effects on the
Company's employees have remained com-
paratively manageable. At the same time,
this experience has taught some lessons re-
garding human resources management so
that the Group overall and the HR sector in
particular can become more flexible, leaner,
and more efficient in their reaction to the
increasing volatility of the markets. In ad-
dition to continuing to develop new working
time models, this includes a greater utiliza-
tion of temporary workers.

The crisis response in the voestalpine Group
consisted of a number of short- and medium-



term measures that depended on the re-
quirements of the individual company and
the legal and country-specific parameters.
These included reduced working hours,
consumption of remaining vacation days
and compensatory time credit, introduction
of new working time models, development
of social plans for employees willing to
voluntarily give up their jobs and employ-
ees who were close to retirement age, as
well as more opportunities for educational
leave.

Although these measures proved to be
effective overall and prevented broadly
based layoffs, nevertheless the staff had to
be reduced in the business year 2009/10 by
a total of 2,509 core employees (641 salaried
employees and 1,868 workers), of whom 46%
were in Austria. At the height of implemen-
tation of reduced working hours in June
2009, almost one third of the staff was
affected; since the fall of 2009, the employ-
ment situation has eased to the extent that
it was possible to cut back the number of
employees still working reduced hours by
the end of the business year 2009/10 to only
1,460 employees (this corresponds to 3.7%
of the Company's workforce).

The number of temporary employees rose
compared to the previous year by 26.8%
(from 2,327 to 2,951 person-years), how-
ever, it is still 1,198 person-years under the
highest figure at the beginning of the crisis
in the fall of 2008.

Stahlstiftung (Austria)

The Stahlstiftung (“steel foundation"),
which was founded in 1987, provides em-
ployees who are leaving the Company with
the opportunity to complete training or con-
tinuing education programs for a period of
up to four years, acquiring new occupational
skills or improving qualifications, for ex-
ample, final apprenticeship examinations,
classes and courses of study, studies at vo-
cational secondary schools, universities of
applied sciences, or universities. In addition
to cushioning the social impact of layoffs
due to the economic environment, this or-
ganization also helps those affected to look
for new jobs.

The Stahlstiftung can be utilized by em-
ployees of almost all Group companies
located in Austria (who currently make up
two thirds of the participants), as well as
employees from about 70 external member



companies from outside the Group; it is
funded by solidarity contributions by the
employees of the member companies. Since
its establishment, this organization has
achieved an average placement rate of 93%.
Even in the extremely tough, crisis-stricken
job market of the past business year, the
Stahlstiftung has been able to successfully
integrate 85% of the job seekers into the job
market.

As of March 31, 2010, 884 persons were
being assisted by this organization; due to
the crisis, the number had doubled from the
previous year.

Educational leave (Austria)

As of the end of the business year 2009/10,
611 employees of Austrian Group companies
(this corresponds to a five-fold increase
compared to the previous year) had taken
advantage of educational leave opportuni-
ties. This model enables employees to par-
ticipate in government-subsidized training
and continuing education for a period of
three to twelve months and is largely funded
by the Stahlstiftung. After the end of the
leave, employees are guaranteed a job with
their employer. The participants of the
educational leave model are predominantly
internal voestalpine employees (94%), with

most of them coming from the Steel and the
Special Steel Divisions.

Employee
shareholding scheme

The expansion of the employee shareholding
scheme of voestalpine AG beyond the Aus-
trian borders is being consistently imple-
mented. The international employee share-
holding model, which was developed in the
previous year, was successfully implemented
during the business year 2009/10 in indi-
vidual British and German Group compa-
nies. The inclusion of additional companies
is being planned for the current business
year 2010/11.

As of March 31, 2010, 20,578 active Group
employees hold about 20.9 million voest-
alpine AG shares within the scope of the
employee shareholding scheme. These
shares, as well as another 1.5 million private
shares held by both former and active em-
ployees, are being managed by the voest-
alpine Mitarbeiterbeteiligung Privatstif-
tung.

As of the end of the business year 2009/10,
a total of 13.3% of the voestalpine AG shares
were held by employees.



Raw materials

On the raw materials markets, the business
year 2009/10 was characterized by two com-
pletely opposing developments. While in
the first half of the 2009 calendar year the
short-term prices for iron ore, coking coal,
and scrap fell by about two thirds compared
to the peak prices in mid-2008, subsequently,
the situation was reversed very rapidly.
Beginning in the summer of 2009, the
European steel industry was starting to
come out of the economic trough. In the
following months, production was quickly
resumed in plants that had been temporar-
ily shut down, resulting in a sharp ramp-up
of production. Together with the economic
uptrend in China that began in the first half
of 2009, by the end of the year, this had
resulted in price increases on the spot mar-
ket for iron ore, coking coal, and scrap of up
to 50%. Another massive rise in the short-
term raw materials prices occurred in the
last three months of the business year
2009/10, again with increases of up to 70%.
Due to the severe discrepancy between the
price level on the spot market and that of
the annual contracts (benchmark prices)
that arose from this development, the major
mine operators demanded an enormous
increase of the annual prices to be negoti-
ated for April 1, 2010, and even called the
practice of entering into annual contracts
into question.

As a result, the benchmark system, which
had been the norm for iron ore and coking
coal for the last several decades, was indeed
subsequently abandoned. Although long-
term supply agreements are still being en-

tered into relative to quantities, with regard
to prices, most of the mine operators are now
only prepared to sign quarterly agreements
(on an index basis).

With respect to the supply situation in the
voestalpine Group, it can be generally stated
that supply of all necessary raw materials
was assured for all locations and at all times
throughout the business year 2009/10. This
is a result of the Group's procurement
strategy that has been pursued consistently
for many years; its core is a comparatively
broad supplier portfolio, particularly with
regard to coal and ore, thus avoiding one-
sided dependency on individual mining
operators. Furthermore, the strategy in-
cludes the accelerated expansion of domes-
tic supply sources for ore, which are cur-
rently at 20%.

In the future, the voestalpine Group will
have a somewhat lower volatility of volume
in comparison to other steel manufacturers
due to its comparatively broad supply base,
but because of the departure from the annual
price system, the Group will not be able to
avoid adjustments of the contractual terms
at the customer end, if only for risk policy
considerations alone.

The voestalpine Group is optimistic that it
will be possible to pass on the soaring raw
materials prices to the market within a fore-
seeable period of time and, against the back-
drop of the new framework conditions, to
achieve a sustainable pricing model vis-a-
vis our customers.



Environment

In the business year 2009/10, the environ-
ment-related investments of the voestalpine
Group at just its Austrian sites came to about
EUR 48 million, thus remaining at the high
level of the previous year (EUR 49 million)
despite the economic crisis. Due to declining
production numbers, however, the current
expenses for the operation and maintenance
of environmental protection facilities, which
had been at EUR 225 million for Austria in
the previous business year, dropped to EUR
193 million in 2009/10. This results largely
from somewhat lower operating expenses
for environmental facilities and reduced dis-
posal costs for production-related waste.

From today's perspective, the financial bur-
den for the purchase of CO, certificates in
the second trading period (2008-2012) will
come to about EUR 50 million. The voest-
alpine Group already ensured the necessary
number of certificates and has already pur-
chased about half of them. The remainder
will be purchased by the end of the second
trading period.

Focal points
of environmental measures

Despite the difficult economic circumstances,
additional improvements in the areas of
energy and raw materials efficiency, air and
water emissions, and waste prevention were
carried out at a number of Group locations
in 2009/10. For example, the focus at the
metallurgical plant site in Linz was two-fold:

continuing reduction of dust emissions in
the blast furnace area and further optimiza-
tion of the plant's already very high degree
of energy efficiency. Due to the start-up of
operations of a new power plant block, uti-
lization of gases generated in the production
process can be improved even further for
use in the self-generation of electricity that
is currently at 90%; furthermore, by deploy-
ing state-of-the-art technologies, it is pos-
sible to achieve a further significant reduc-
tion of NOx emissions.

By implementing appropriate technical meas-
ures, emissions of site-specific harmful sub-
stances were substantially reduced at the
Group's Traisen and Kapfenberg locations
in Austria, as well as at the Special Steel
Division's production companies in Sweden,
Germany, and Brazil.

As is the case at the Group's largest location
in Linz, an improvement of energy efficiency
is also a primary focus of environmental
activities at the Donawitz metallurgical
plant, where a new power plant unit was put
into operation in October 2009. Addition-
ally a new water supply and wastewater
disposal concept has been implemented,
which has brought considerable improve-
ments with regard to environmental protec-
tion and energy recovery.

Awards for the

voestalpine Group’s high standards

The Group's environmental standards,
which put it among the leaders in the field
by international benchmarks, were again
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honored in the business year 2009/10 with
a number of awards. To name just two ex-
amples, the lime works in Steyrling was
awarded the Sustainability Prize 2010 by
“"Forum Rohstoffe"” and the World Wildlife
Fund (WWF) for changing to environmen-
tally friendly mining practices, and VAE
Eisenbahnsysteme GmbH received the
European EMAS Award 2009 for green pro-
curement in the category of “large corpora-
tions." It should be noted that this Group
company, whose 2009 National EMAS
Award was its fourth, was the first Austrian
company ever to receive this European
award.

2006/07

2007/08 2008/09 2009/10

International
thematic focal points

The setting of a future direction for a global
CO, regime that had been announced for
December 2009 within the scope of the UN
Climate Conference in Copenhagen has
failed and has been postponed to the next
conference at the end of 2010 in Cancun,
Mexico. This means the state of uncertainty
concerning the regulatory framework will
continue so that reliable planning for invest-
ments in the European Union is impossible
for many industrial companies.



The benchmark system for the European
steel industry originally developed by voest-
alpine Group to achieve long-term reduction
of CO, emissions on a fair and standardized
basis has now been recommended by the
European steel association EUROFER and
its member companies and is currently being
negotiated with the European Commission.
The basis for this benchmark system is a
comprehensive collection of data regarding
all plants and facilities of the European steel
industry that will be affected by CO, certifi-
cate trading from 2013 on.

Currently, the EU IPPC Guideline (Integrated
Pollution Prevention and Control Directive),
which was adopted in 1996, is being revised.
A particular focus is a Europe-wide stan-

dardization of threshold values for indus-
trial facilities, which will also be codified in
the Reference Documents of the European
Commission's Best Available Techniques in
the iron and steel industry. In the future,
these threshold values may be adapted to
local circumstances only with the European
Commission's approval and solely in justi-
fied exceptional cases.

On June 1, 2007, the EU chemicals regula-
tion REACH became effective; its effects
have already been described in detail in the
previous annual reports. With regard to the
implementation of these requirements with-
in the voestalpine Group, we therefore refer
to the quarterly reports on the business year
2009/10.



Information technology

The difficult overall economic situation was
also a particular challenge for the informa-
tion technology segment with its compre-
hensive integration into the Group's busi-
ness and production processes. Activities
around the variabilization of IT costs, which
have been stepped up in the last few years,
have made an important contribution, espe-
cially in these economically challenging
phases. This has made it possible to reduce
IT expenses in the last business year alone
by 12.6%.

Despite consistent management of invest-
ments and costs in the individual Group
companies, strategically and structurally
important projects have been pursued, with
some already being completed. The projects
have included the following:

m Within the scope of the “Future” project
(Steel Division), processes, many of which
have been recently developed, and the
control functions that are applied through-
out the division are being mapped on
the basis of a new and fully integrated IT
architecture. This new IT landscape will
be implemented beginning with the busi-
ness year 2011/12.

® The technical integration of the compa-
nies of the Special Steel Division, acquired
in 2007, into the IT structure of the Group

as a whole has been largely completed.
Currently, as a result of Group-wide re-
organizational measures, system reloca-
tions/separations are being carried out.

m The “Genesis” project (Railway Systems
Division) is ensuring an integrated quan-
tity and value flow along the division's
value chain. The new system structure is
already being implemented in rail produc-
tion as of the beginning of the business
year 2010/11; implementation for the steel
mill and wire production is planned for
late 2010/11.

B Experience gained from the “business
process integration” project (Profilform
Division)—highly integrated sales and
production planning systems that are be-
ing deployed at the Austrian site in
Krems—is providing a starting point for
a launch at other (including international)
divisional locations.

m The new IT target architecture of the Auto-
motive Division is being consistently
implemented on the basis of the current
structure of the business units.

Moreover, in the business year 2009/10, the
Group's IT service company, voestalpine
group IT GmbH, brought in a strategic part-
ner for the operation of IT services and data
centers. This step will ensure additional
flexibility in providing these services.



Research and development

Development
of R&D key figures

Despite the economic crisis, the voestalpine
Group’s expenses for research and develop-
ment remained at a very high level. The R&D
budget, which was at EUR 111.9 million for
the past business year (thus precisely cor-
responding to the actual 2008/09 figure, the
absolute record thus far), was not completely
exhausted due to this sector's ongoing effi-
ciency gains so that at EUR 108.8 million,
the actual R&D expenses represented a slight
decline by 2.8%. The estimated R&D ex-
penses for the current business year amount
to EUR 111 million; this means that after
increasing its innovation expenses four-fold
in the last ten years, the voestalpine Group
has kept them at the all-time high for already
three consecutive years, even after the onset
of the economic crisis.

The development of the research ratio (R&D
expenses to total revenue) should also be
highlighted. This key figure went up in the
past business year from 0.96% to 1.27%,
while the R&D coefficient (expenses meas-
ured by added value) rose just as signifi-
cantly from 2.58% to 3.42%.

" Sources: national and international patent offices.

voestalpine
patents again up

The trend with regard to patents was equally
gratifying: Running against the worldwide
declining number of new patent registra-
tions in the 2009 calendar year due to the
economic crisis! (globally by more than 4%,
in Europe by more than 8%), the voestalpine
Group was even able to further increase the
number of its patents. Despite comprehen-
sive streamlining of the patent portfolio by
about 260 proprietary/patent rights, the total
number rose in the past year by roughly 200
or about 6% to 3,470 patents (applied for
and granted).

Expansion
of the R&D network

International technology and quality leader-
ship in sophisticated and high quality sec-
tors requires a foundation based on inten-
sive (application-oriented) fundamental
research. As the most research-intensive
domestic industrial corporation, voestalpine
is also an important industrial partner—far
beyond the borders of Austria—of 80 uni-
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versities and university research institutes.
Furthermore, the Group is a participant in
ten projects of the Austrian COMET com-
petency center program and 15 Christian
Doppler laboratories.

By way of their cooperation with the voest-
alpine Group, university R&D partners
receive more than 10% of the voestalpine
research and development budget.

Focal points
of our R&D strategy

Sustainable innovation leadership is based
not only on focusing the Group's research
activities on ongoing product and process
improvements, but identifying very long-
term, global developments at as early a stage
as possible, analyzing them, and translating
them into concrete focal areas of activity.
The long-term R&D focus is particularly on
materials-relevant aspects of the energy,
mobility, and resources sectors, which were
already at the center of our research and
development activities during the business
year 2009/10. For example, development
of components made of innovative high-

temperature materials, as well as special
applications for the solar energy, wind
power, and thermal energy generation sec-
tor have been driven forward.

A crucial aspect of our competitiveness is
the cross-divisional, consistent collaboration
across the entire Group that comprises not
only materials competence, but key know-
how in processing techniques, including the
bonding of materials, for example, through
newly developed welding technologies.

m For details on those innovations that
were successfully realized in the past
year (for example, new lightweight
construction technologies for automobile
construction or continuing optimization
of high-quality high-speed switches),
we refer to the detailed information
contained in the quarterly reports on
the business year 2009/10.



Risk management

voestalpine AG first established risk policy
guidelines for the Group around 10 years
ago. The risk management system, which
has been in place since the business year
2000/01 in the form of operating procedures
for the entire Group, serves both to secure
the long-term existence of the Company and
to increase its value, and is thus a key factor
in the success of the Company.

In accordance with the Austrian Company
Law Amendment Act (Unternehmensrechts-
dnderungsgesetz), an Audit Committee has
been established within voestalpine AG
which continuously deals with, amongst
others, matters concerning risk management
and the internal control system (ICS). Both
risk management and the ICS are integral
components of the existing management
systems within the voestalpine Group. The
Internal Audit department is an independent
internal company unit which monitors
operating and business processes as well as
the ICS, and has full discretion when report-
ing and assessing audit results.

Risk management covers both strategic and
operative levels and is therefore a significant
element in enduring success. Strategic risk
management serves to evaluate and safe-
guard strategic planning for the future.
Strategies are examined to ensure confor-
mity with systems of objectives in order to
guarantee growth in value through the
optimum allocation of resources. Operative
risk management is based on a revolving
procedure run at least once a year. The

identified risks are evaluated according
to an evaluation matrix which judges po-
tential loss and probability of occurrence.
Essentially it is the operational, environ-
mental, technological, financial and IT
risks which are documented, and this pro-
cess is supported by a special web-based IT
system.

Measures taken within the voestalpine
Group to avoid, minimize and transfer risk
include:

m Raw materials availability
and price hedging

For several years the Company has followed
a procurement strategy targeted at establish-
ing close and long-term relationships with
suppliers, the expansion of the supplier port-
folio and increased self-sufficiency. In view
of the increased volatility expected in the
raw materials markets, these objectives will
become increasingly important. As a result
of this focused approach, when increasing
shortfalls in supply emerged worldwide, the
Group was continually able to secure suf-
ficient supplies of all necessary raw materials
right through to the end of the business year
2009/10.

Due to the extensive withdrawal from tradi-
tional benchmark systems (see "Raw mate-
rials" section), corresponding adaptions of
contracts are currently negotiated with the
Group's customers, in order to accommodate
changes in general conditions, especially in
terms of risk factors.



In order to evaluate the risks arising from
the volatility in raw materials prices we have
a risk management tool for calculating cash
flow @ risk. Under consideration of the abil-
ity to pass on price changes, the size of the
evaluated risk and the individual peculiar-
ities of each raw material, prices are secured
by agreeing supply contracts with fixed-
price agreements or via derivative financial
contracts. An internal guideline regulates
the procedure within the Group.

m Failure of IT systems

Servicing of business and production pro-
cesses which are largely based on complex
information technologies is carried out by
a specialist IT company which is 100%
owned by voestalpine AG.

Due to the importance of IT security, and in
order to further minimize potential IT secu-
rity risks, minimum security standards for
data processing were drawn up in the past
and adherence to these standards is audited
annually.

® Production facilities

In order to minimize the risk of breakdowns
at critical facilities we have undertaken com-
prehensive, targeted investment in the tech-
nical optimization of sensitive units. Con-
tinual, preventative servicing, a risk-oriented
storage of spare parts and employee training
are further measures.

m Employees
Challenging projects to sustainably secure
knowledge and prevent the loss of know-

how were initiated in the past and are being
consistently updated. The existing series of
planned measures for implementation in the
event of a pandemic are reviewed annually
to ensure complete functionality, should
they be required.

m CO, risks
Risks related to CO, are covered in the "En-
vironment" section in this Annual Report.

m Risks in the financial area

With respect to guidelines competence, the
setting of strategy and the definition of tar-
gets, financial risk management is centrally
organized. The existing body of regulation
includes targets, principles, tasks and com-
petencies, both for the Group treasury and
for the financial sector of each Group com-
pany. Financial risks are constantly moni-
tored, quantified and, where appropriate,
secured. The strategy aims to reduce fluc-
tuations in cash flow and income. Market
risks are largely secured through the use of
derivative financial instruments.

Financing risks are secured through the
measures detailed below:

Liquidity risk

Liquidity risk refers to the ability to raise
funds at any time to settle incurred liabili-
ties. The primary instrument for controlling
liquidity risk is a precise financial plan that
is submitted quarterly by the operating en-
tities directly to the Group treasury of voest-
alpine AG. The requirements on financing



and bank credit lines are determined from
the consolidated results.

Credit risk

Credit risk refers to financial losses that may
occur through non-fulfillment of contrac-
tual obligations by business partners. The
credit risk of the underlying transactions is
kept low by precise management of receiv-
ables. A high percentage of delivery trans-
actions are covered by credit insurance.
Bankable security is also provided, such
as guarantees and letters of credit. As of
March 31, 2010, 77% of receivables from
deliveries and services were covered by
credit insurance.

Currency risk

An initial hedge is provided by naturally
covered items where, for example, trade re-
ceivables in USD are offset by liabilities for
the purchase of raw materials (USD netting).
Hedging can also be achieved through the
use of derivative hedging instruments.

Interest rate risk

An evaluation of interest rate risk differen-
tiates between the cash flow risk (the risk
that interest expenses or interest income will
undergo a detrimental change) for variable-
interest financial instruments and present
value risk for fixed-interest financial instru-
ments. The strategy of the Group is to reduce
interest rate volatility through the use of the
portfolio effect and interest hedges.

m Economic and financial crisis

Measures were introduced during the previ-

ous year to counteract the effects of the

global economic and financial crisis on the
voestalpine Group, and these measures con-
tinued to be implemented during the busi-

ness year 2009/10.

The measures were targeted at

* keeping the negative effects of the eco-
nomic recession on the Company to a
minimum,

* maintaining high levels of production
quality whilst simultaneously reducing
costs,

* being able to make available sufficient
financial liquidity, and

* securing the know-how within the Group
with a view to continuing the long-term
expansion of our leadership in quality and
technology.

Tangible measures were developed and
implemented to minimize or eliminate risks
identified within the Group in the past,
thereby continuing the trend of reducing
the potential for risk. The measures which
were developed were targeted at reducing
the extent of potential loss and/or minimiz-
ing the likelihood of these risks occurring.

In conclusion, the risks faced by the voest-
alpine Group are limited and manageable
and do not endanger the survival of the
Group. Nor are there any identifiable risks
to the future existence of the Company.



Report on the key features
of internal control and

risk management systems
with respect to accounting
procedures

In accordance with the Austrian Commercial
Code (UGB) § 243a (2) as amended by the
Austrian Company Law Amendment Act
of 2008 (URAG 2008), companies whose
shares are traded on the regulated markets
must describe in their management reports
the key features of their internal control
and risk management system with respect
to accounting procedures.

It is the responsibility of the Management
Board to establish a suitable internal control
and risk management system for accounting
procedures pursuant to § 82 of the Austrian
Stock Corporation Act (AktG). For that pur-
pose, the Management Board has passed
guidelines which are binding for the whole
Group.

In line with the decentralized structure of
the voestalpine Group, the local manage-
ment of each Group company is obliged to
establish and design an internal control and
risk management system for accounting
procedures which meets the demands of that
individual company and ensures adherence
to existing Group-wide guidelines and regu-
lations.

The entire procedure, from procurement to
settlement, is subject to strict Group guide-
lines which are designed to avoid the risks
associated with the business processes.
These Group guidelines set out measures
and regulations for avoiding risk. They in-
clude, for example, the separation of func-
tions, signatory systems, and the authority
to sign for settlements which is exclusively
collective and limited to only a few persons
("four eyes" principle).

In this context, control measures for IT
security constitute a cornerstone of the in-
ternal control system. The separation of
sensitive activities is supported through the
restrictive issuing of IT authorizations.
Accounting at each Group company is basi-
cally effected using SAP software. The op-
erational capability of this accounting sys-
tem is also guaranteed by automatic IT
controls, amongst others, in the system.

In preparing the consolidated financial
statements, the data for fully consolidated
or proportionately consolidated entities is
transferred to the unified Group consolida-
tion and reporting system.

The unified Group accounting policies for
recording, booking and balancing commer-
cial transactions are regulated by the voest-
alpine consolidated financial statements
handbook and are binding for all Group
companies concerned. Automatic controls
built into the reporting and consolidation



system, together with numerous manual
controls, are implemented in order to avoid
material misstatements. These controls ex-
tend from management reviews of income
and expenses for each period through to the
specific reconciliation of accounts.

The form in which the Group reports its ac-
counting processes is summarized in the
voestalpine controlling handbook.

The accounting and controlling departments
at each Group company submit monthly re-
ports with Key Performance Indicators
(KPIs) to their own managing directors and
management board members, and, after
authorization, to Corporate Accounting &
Reporting. Here these reports are summa-
rized, consolidated and reported to the
Group Management Board. Quarterly re-
ports include additional information such
as detailed target-performance comparisons
and are dealt with in a similar manner. Quar-
terly reports are submitted to the supervisory
or advisory board of each Group company
and a consolidated report is submitted to
the Supervisory Board of voestalpine AG.

As with operative risks, accounting proce-
dures are also subject to risk management.
Potential accounting risks are regularly sur-
veyed and avoidance measures implemented.
The focus is placed on those risks which are
regarded as fundamental to the activities of
that company. Compliance with the internal
control system and its quality is monitored
on an ongoing basis in the form of audits at
Group company level. The Internal Audit
department works closely with the respon-
sible management board members and man-
aging directors. The Internal Audit depart-
ment reports directly to the CEO and sub-
mits reports periodically to the Management
Board of voestalpine AG, and subsequently
to the Audit Committee of the Supervisory
Board.

The control systems of each company divi-
sion are also subject to control by the audi-
tor as part of the annual financial statements
where these controls are relevant to the
preparation of the Group's consolidated
financial statements and to the fair presen-
tation of the Group's financial statements.



Disclosures

iNn accordance with § 243a of the
Austrian Commercial Code (UGB)

As of March 31, 2010, the share capital
of voestalpine AG amounts to EUR
307,132,044.75 and is divided into
169,049,163 no-par value bearer shares.
There are no restrictions on voting rights
(1 share = 1 vote). voestalpine AG is un-
aware of any agreements among its share-
holders or between its shareholders and
third parties that restrict voting rights or the
transfer of shares.

Raiffeisenlandesbank Oberdsterreich Invest
GmbH & Co OG, Linz, as well as the voest-
alpine Mitarbeiterbeteiligung Privatstiftung
(a private foundation for the Group's em-
ployee shareholding scheme), Linz, each
hold more than 10% of the Company's share
capital; Oberbank AG, Linz, holds more
than 5%.

The Management Board of the voestalpine
Mitarbeiterbeteiligung Privatstiftung exer-
cises the voting rights of shares that are
owned by Group company employees par-
ticipating in the employee shareholding
scheme and which are held in trust by the
voestalpine Mitarbeiterbeteiligung Privat-
stiftung. However, the way in which the vot-
ing rights are exercised requires the ap-
proval of the Advisory Board of the voest-
alpine Mitarbeiterbeteiligung Privatstiftung.
The Advisory Board decides on the approval
with a simple majority. The Advisory Board
is constituted on a basis of parity, with
6 members representing employees and
6 members representing the employer. The
Chairman of the Advisory Board, who must
be appointed by the employee representa-
tives, has the deciding vote in the event of
a tie.

For powers of the Management Board that
are not directly derived from applicable

statutes, such as the purchase of the Com-
pany's own shares, authorized or contingent
capital, we refer to item 17 (Equity) in the
notes to the consolidated financial state-
ments 2009/10.

The hybrid bond issued in October 2007, the
bonds issued in the business year 2008/09
(EUR 333 million in fixed-interest securities
2008-2011, as well as EUR 400 million in
fixed-interest securities 2009-2013), as well
as other long-term financing agreements
with an initial volume of EUR 2.1 billion,
which the Company executed in the busi-
ness year 2008/09 with national and inter-
national banks, contain so-called change-
of-control clauses. With the exception of the
hybrid bond, according to the terms of these
financing agreements, the bondholders or
the lending banks have the right to demand
redemption of their bonds if control of the
Company changes. Under the terms and
conditions of the hybrid bond issue, the fixed
interest rate of 7.125% (interest rate during
the fixed-interest period) or the margin of
5.05% (interest rate during the variable-
interest period) goes up by 5% 61 days after
a change in control occurs. voestalpine AG
has the right to call and redeem the bonds
no later than 60 days after a change in con-
trol. According to the terms and conditions
of the aforementioned bonds and financing
agreements, control by voestalpine AG
changes when a controlling interest within
the meaning of the Austrian Takeover Act
(Ubernahmegesetz) is acquired by another

party.

The Company has no compensation agree-
ments with the members of the Management
Board, Supervisory Board, or employees in
the event of a public tender offer.



Outlook

In the spring of 2010, the global economic
situation is being shaped almost exclusively
by macroeconomic parameters. The develop-
ment of individual companies, sometimes
even of entire business sectors, is being
eclipsed by fundamental debates and deci-
sions concerning political, economic, and
monetary policy. In the last decades, the
structures and positions within the global
economic and monetary fabric have seldom
been questioned and challenged as force-
fully as has been the case in these weeks
and months—from the basic topic of the
general relationship between politics and
the economy, to the limits of the debt-
carrying capacity of national economies and
to the question of regulation of capital and
financial markets.

Against this backdrop, it is even harder to-
day to predict than it was just a few months
ago to what extent the effects of the worst
recession of the last decades have been de-
finitively overcome and whether we can as-
sume at least a gradual recovery of the
global economy in the next years. In the
light of the progressively worsening indebt-
edness situation in a number of—not only

European—countries, the question also
arises of whether a broad-based recovery of
the world economy in the foreseeable future
is even realistic or whether we should
assume that this is merely an upswing in
individual regions and is itself possibly only
temporary.

The decisive role in the answer to this ques-
tion will be the development of the economic
situation in Asia, primarily the sustainability
of the uptrend in China. In this context, the
Chinese monetary and foreign exchange
policies have become increasingly important
for the future course of global trade. From
the European perspective, it is the further
development of the euro in relation to other
Western currencies that will determine the
economic landscape. Apart from the pacify-
ing effect that a possible euro consolidation
would have on the capital markets, current
events could also have positive aspects for
Europe in the long term. Should a deepen-
ing of the economic integration of the Euro-
pean Union or the euro area result from a
solution of the indebtedness problems of
individual European countries, this would
in the long term lead to a significant



strengthening of this economic area in terms
of worldwide competition.

In addition to all of these fundamental un-
certainties, there are a number of unan-
swered questions from an industry-specific
perspective with regard to what the further
development of the economic situation
might be. Which industries will recover more
quickly and which only over the long term?
How long will it take to be able to pass on
the current doubling of raw materials costs
for steel products along the entire value
chain to the market? What does it mean for
pricing vis-a-vis our customers that after
decades of annual price agreements for raw
materials, we are now dealing with quar-
terly price fixing?

But even if there is a great deal that is still
unanswered and uncertain for the future,
there are a number of facts that allow us to
anticipate a continuation of the positive
basic trend for the next months. Capacity
utilization in the Steel and Railway Systems
Divisions is outstanding and the positive
trend in the Special Steel, Profilform, and
Automotive Divisions is continuing. Demand
is stable at a good level in the important

customer segments of the automobile and
white goods industry, railway infrastructure,
and alternative energies, and we are seeing
rising demand in the conventional energy
segment, in the mechanical engineering and
tool manufacturing segments, and in the
commercial vehicle industry. Only the con-
struction and aviation sectors have shown
hardly any growth. Additional favorable fac-
tors that support a continuation of the posi-
tive trend are a defused import situation in
the European steel sector, customer inven-
tories that are not filled above a normal
level in all divisions, and price levels that
are trending upward.

In summary, despite the very challenging
economic environment that we described at
the outset, we are anticipating a continuing
improvement of the Group's operating re-
sult, at least for the first half of the business
year 2010/11. From today's perspective, it
is almost impossible to make predictions for
the second half of the year. However, due to
the increasing effect of continuing cost re-
duction measures, we anticipate that the
voestalpine Group's operating result for the
entire business year 2010/11 will be higher
than that of the previous year.





