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Managing Director’'s Statement

After witnessing steep increase in demand & prices in the first half of 2008-04, the steel
demand world over has witnessed a drastic decline, and there was tremendous pressure on the steel prices.
However there were visible signs of recovery of demand in the last quarter of 08 -09. The slew of measures
initiated by the Govt. of India for economic revival will boost the demand in various sectors. The focus has
been on sustaining the infrastructure growth witnessed during last few years. Govt. of India has revised
the steel consumption projections from 110 MT to 175 MT by the year 2020. The logic behind this
upward vevision is that the average GDP growth in the long run would be around 8- 4%. SAIL has
embarked upon a massive expansion programme that holds the promise of sharpening its competitive edge
further. BSP too has planned for modernization & enhancement of capacity from 4.0 MTPA to 7.0 MTPA
by 2011.

Bhilai Steel Plant (BSP) is committed towards sustainability in the context of economic,
environment and societal performances For BSP, sustainability means creation of value for its key
stakeholders, enhancing profitability, delivering world class products, reducing the cost of production,
increasing the operational efficiencies, contributing to a flourishing environment, propagating the culture
of learning amongst employees and providing services to the community for social development of the
region. We have always recognized the interaction and interdependence of economy, environment and
society, and accordingly has instituted mechanisms to continually engage its key stakeholders. We believe
in managing our business in a way that balances our environmental, social and economic impacts.

In the year 2008 -04, Bhilai Steel Plant has maintained its pre-eminence in the Indian Steel
Industry and reached new heights of production and productivity. Profit margins, however, during 2008 -
049 were adversely impacted on account of a sudden unforeseen dip in the demand for steel, both within
the country and internationally, coupled with a significant down trend in steel prices, especially the Plates,
Merchant Products and Wire Rods . Despite the grim global market scenario, Bhilai Steel Plant was able to
weather this turbulence on account of its strong fundamentals and strategic initiatives. Several strategies
like increased sinter percentage in Blast Furnace burden, enhanced usage of auxiliary fuels, reducing the
imported coal in blend , avoidance of pigging of Hot Metal, development of new products and profiles,
quick adoption of market driven prices for different products, greater production of high value items, ete.
were evolved and implemented expeditiously to augment Crude Steel production and minimize the
adverse effects caused by the market downturn.

Against all odds, BSP ended the year with Best Ever Yearly production in Hot Metal, Crude Steel
and Saleable Steel at 5.39, 5.18 and 4.49 million tonnes respectively with a growth of 2.3% in Hot Metal,
2.6% in Crude Steel and 1.4% in Saleable Steel over the previous year. All the Mills continued to operate
well above the rated capacity. RSM, MM and WRM registered best ever yearly production records
contributing to highest ever Finished Steel Production. As reqgards Saleable Steel, the plant operated above
the rated capacity for the sixteenth year in succession and notched up production of 4.4 MT Saleable
Steel.

In line with SAIL's plan to increase Hot Metal capacity to 25 MT by 2010 several joint ventures
and other initiatives were taken by BSP, some of which are :

i.  Bhilai — Jaypee Cement Limited was formed in April 2007 with SAIL's holding of 26% to
promote business for manufacturing of slag based cement using slag from BSP

ii.  Joint Venture with MOIL to ensure regular supply of good quality Manganese Ore to MEL/JVC to
produce Ferro-Manganese and Silico-Manganese to be supplied to BSP. For this project land of
approximately 104 acves has been earmarked in Nandini Mines area.

iii.  In line with SAIL's initiative to separate non-core business from its operations milieu, Captive
Power Plants were identified for Joint Venture Projects. NTPC was chosen as strategic partner to
utilise its expertise and another Joint Venture has been formed to produce SO0 MW of power.

At BSP, we are committed to minimizing the negative impact on the environment and society
while delivering greater sustainable value to our stakeholders through responsible corporate citizenship. As
part of such efforts, we are proactively meeting the environmental and social needs of local communities.
To improve the quality of life and environment inside the works and in the surrounding habitat, BSP has
taken effective measures in the areas of resource conservation, pollution prevention, compliance of
legislative and regulatory requirements, waste reduction and conversion of waste to wealth.

In the year 2008 -04, the plant has taken several initiatives for improvement in its overall
environmental performance. Some of the highlights of our performance are :
= Air cooled self sealing doors have been installed in Battery-3, resulting in reduction in door
emissions (PLD) to less than 1.%.
= Achieved best ever Solid waste utilization of 91.8%, bettering the previous best of 81.8% in
2005-06.
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=  Environment Management System conforming to [S/ISO: 14001-2004 has been
recommended by certifying agency BIS, for 38 shops, including 14 new shops/ depts.

BSP received Environmental Clearance for its Expansion- cum - Modernization program to 7
willion ton capacity from Ministry of Environment & Forests.

Right from inception, BSP has been proactively involved in satisfying the social concerns of the
region. The Company gives prime importance and implements various measures for ensuring
improvement in the Quality of Life of employees and community in which it operates. Each of the
company's employee is informed of social accountability standard (SA 8000) to improve his knowledge of
company's policy and approach to human rights implementation. To meet the goals of social responsibility,
BSP has provided educational support through schools, high class medical services, health camps, health
education, community welfare programmes and adoption of villages under peripheral development,
recreation facilities through infrastructure for sports, games, parks, gardens, zoo, civic amenities like
construction of roads, bridges, safe drinking water facilities,, With a key objective of woman
empowerment, BSP supports Bhilai Mahila Samaj, which provides training and employment for needy
women in sewing, knitting, production of cottage products, masala products, stationery.

Some of the shining initiatives taken-up are

= Bhilai Ispat Vikas Vidyalaya: English medium primary school started for students from BPL
families wherein education, books, mid-day meals and transport are provided free .

= Bhilai Ispat Kalyan Chikitsalaya: Started free treatment of needy patients. Apart from general
OPD and free pathological tests, free dental OPD is working in collaboration with a Dental
College.

= BSP identified 21 villages in its periphery to be developed as Model Steel Villages by 2004 -10.
Infrastructure development, health camps, employment generation & sports activities have
been started in these villages.

= Under Back-yard Poultry scheme, 42 units of backyard poultry distributed to 42 BPL families

= Training was imparted to manufacture and install smoke-less/energy efficient chulhas and 55
such chulhas were installed in the year.

=  BSP has taken steps to establish secondary steel processing units at Hausangabad & Ujjain in M.P
to provide direct/ indirect employment to more than 50,000 villagers in the backward
regions of the country.

Challenge for BSP is to develop leaner operations and wore environmentally sound
manufacturing routes. The major challenge ahead for BSP is to implement the Corporate Plan-2010
within stipulated time. Availability of iron ore will be a major concern as reserves at captive mines are
depleting fast. Acquisition and development of Rowghat Iron Ore Mines has therefore been given prime
importance. Rising input costs, Imported coal availability, Emerging competition in Rails & Plates and
dumping of steel by foreign Companies are some other challenges before the company.

This Sustainability Report shows how we have implemented sustainability principles. The Report
concentrates on matters of economic aspects, environmental protection, occupational health and safety,
and social aspects of sustainable development. It acknowledges the contribution of BSP collective and its
excellent work culture which has enabled us to peak in sustainability indicators. The report is dedicated to
the people of Chhattisgarh

This report has been prepared in accordance with the 'G3' guidelines of GRI Sustainability
Reporting. It represents balanced presentation of our organization's economic, environmental and social
performance”.

We are making full use of our overall ability to carry out a variety of activities aimed at
sustainable development of society in the 21st century. | hope that this publication will enable you to
acquire an understanding of the contents of these activities. Your views and suggestions will be an
important asset as we set our future action plans. We look forward to your valuable opinion.
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