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TURNGCVER
FUNDS GENERATED FROM OPERATIONS™
CONSOLIDATED PROFIT BEFORE TAX
NET PROFIT ALLOCABLE

TO THE CONTROLLING COMPANY

300,603 M!s.

57,291 M.
21,665 MPs.

17,275 MPts.

OPERATING INCOME/TURNOVER
NET PROFIT/SHARE CAPTTAL
NET PROFIT/SHAREHOLDERS' EQUITY"

13.6%
21.6%
9.6%

STAFF AT DECEMBER 31, 1995 (Number of persons)
PERSONNEL EXPENSES
PERSONNEL EXPENSES/TURNOVER

7,702
37,958 MPts.
12.6%

' See Introductory Note to the Management Report.

) Funds Generated from operations = Net Profit after tax + Depreciation and Amortisation

+ Provisions.

@ Shareholders equity at the beginning of the year (Share Capital + Iisue Premium).
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HIGHLIGHTS DF 1995 0
FIXED ASSETS 143,621 MPts.
OPERATING WORKING CAPITAL @ 44,569 MPts.
SHAREHOLDERS' EQUITY 198,021 MPts.
NET INDEBTEDNESS (42,541) MPts.
REMAINING LIABILITIES 32,710 MPrs.
INVESTMENT IN TANGIBLE FIXED ASSETS 14,947 MPts.
SHAREHOLDERS' EQUITY/FIXED ASSETS 1.38
SHAREHOLDERS' EQUITY/TOTAL LIABILITIES 58.5%
CURRENT ASSETS/CURRENT LIABILITIES | 2.0

> Information taken from the Balance Sheet ar 31.12.95 before allocation of Profit.

@ Operating working capital = Working Capi{m’ — Short-term financial investments
— Trade Creditors — Group Creditors — Provisions Jor Operating Expenses
— Aecruals and Prepayments.

“ Net indebredness = Long- and short-term debt payable to credit institutions
+ Long-term liabilities — Short-term financial investments.




The incorporation and commencement of business of the CSI
Corporacién Sideriirgica Group, and specifically CSI Planos, rook place
precisely in the 1995 financial year and is an important milestone in
the recent history of Spanish iron and steel companies. Not only does it
constitite a major legal and corporate event, bur envails the
consolidation of a project that was begun approximarely five years ago,
with the goal of enhancing the value of the useful assers of rwo

companies, Altos Hornos de Vizcaya and ENSIDESA, through a radical restructuring process, since the
economic unfeasibility and unhealthy balance sheet structure of these two companies was evident, particularly
in the context of an open, global market sucl as the iron and steel industry.

The moderation that is required when preparing any company document should not prevent us from
emphasising and expressing our gratitude for all the support received and the unquestionable efforts devored
by many to this project. I have no doubt whatsoever that we could not have achieved all this withowt the
support of the shareholders of the parent company of the CSI Group, currently the State Industry Agency and
formerly the Directorate General for Patrimony and the National Industry Institute. the Ministries and other
velated Institutions, as well as our customers and suppliers whom I believe to have understood the project.
Certainly, it would have been impassible without the efforts of the workforce of CSI Planos ar all levels
particudarly the management team which has shown the necessary courage to successfully overcome any
difficulties and abstacles standing in its path.

The profet before tax recorded by the CSI Planos Group for 1995, 21,665 million pesetas, with the aid
of favorrable market conditions, confirm the logic of the Project and the strategy implemiented: nonctheless,
we should not fall into the trap of complacency, since the path towards the achievement of full competitiveness

is a difficulr one.

CSI Planos is the largest and most important Business Area of the CSI Corporacion Sideriirgica Group: it
holds 82% of the group’s tangible fixed assets and produces 72% of consolidable gross value added. It should
fuerther be pointed out thar CSI Planos not only caters for the sectors that consume flat-rolled iron and steel
products but, as part of a coordinated Group strategy, supplies liguid pig iron 1o CSI Productos Largos and
hot-rolled coils to CSI Transformados.

The aforementioned circumstances determine the strategic nature of what is termed the “Gijén-Avilés axis”,
where the head plant facilities are located. The goal of boosting and optimising the head plant in order to
achieve the required competitiveness levels has been set. For this purpose, renovation of one of the Gijén blast
fournaces is due 1o be completed in the second half of the year, to be followed by the remodelling of the second,
conclusion of which is scheduled for 1997. The remaining investment programmes relating to this “axis’,
which centre on the modernisation of the semi-continuous mill at Avilés and a number of improvements to
the LD 1 steclworks ave also expected to be complered in 1997.

The coming into service of Aceria Compacta de Bizkaia, S.A., a private majority-owned undertaking
integrated into the industrial and commercial siructure of the Group, in which the latter holds a strategic

interest, is a key factor for the future of the CSI Group, and especially CSI Planos, which will acquire under
a long-term contract all steel production from ACB, S.A.

All in all, 1996 and 1997 are going to be crucial years and will largely determine the future of both the CSI
Group and this subsidiary. The success of these measures, and the boosting and satisfactory implementation of
highly stringent cost reduction programmes, will determine whether CSI Planos and its manufacturing
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subsidiaries are able to compete with the top European producers in costs and quality, a sine qua non for
future survival in a sector affected by overcapacity.

The continious improvements in customer service, reduction of delivery time and constant adaptation to
customer needs, with joint development of new products and applications, are likewise a key factor in the
future of CSI Planos and there is still much ground to be covered in this regard. In line with this strategy of
approaching the end customer, mention should be made of the acquisition of holdings in distributors of iron

and steel products carried our under the Competitiveness Plan, which has enhanced considerably our relative
position in the market,

Moreover, the philosophy behind the corporate structuring of the CSI Group into Business Areas was further
reflected in CSI Planos in the setting-up of Management Divisions or Business Unirs, spurred by a clearly
market- and produici-oriented policy. Each Unit is accountable for its own results and management within

the corporate strategy established for CSI Planos.

If we are to develop a successful approach to the future and secure a prominent position in the sector, we must
continue 1o enhance the executive nature of the management teams responsible for the processes and
operational areas of the group.

CSI Planos, as a subsidiary of CSI Corporacion Sideriirgica, is a Ewropean group and it is on this
geographical area that irs future strazegy should mainly be centred, without losing sight of the fact that the

Furopean iron and steel industry belongs within a broader world market that is becoming increasingly
globalised and comperitive.

In this regard, throughour the world but especially in Europe, straregic alliances and business concentration
are becoming more and more frequent. These measures, as well as ensuring unquestionable compeitive
advantages with respect to sales and technology, entail a greater specialisation in production. The CSI
Corporacion Sideriirgica Group cannot remain unaware of such trends.

One of the stiategic lines of action addressed in the Competitiveness Plan consists of boosting all measures that
enable us to make headway in the above-mentioned divection, including encouraging the presence of private
partners in our Groups equity, as is the case of pracrically all the European iron and steel companies.

All in all, I am optimistic abour the furnre of our industrial group, of which CSI Planos is the core business,
although considerable effort is needed if this vision is to become a reality. In addition to appropriase strategies,
this challenge will unavoidably require a positive attitude based on leadership and commitment, support and
hard work on the part of all members of the workforce. But this also applies 1o those involved in the future of the
company, shareholders, institutions and suppliers, sogether with a considerable degree of cooperation, mutually
beneficial, from the group that is the main raison d'étre of the CSI Group and CSI Planos: our customers.

José Manuel Garcia Hermoso
FExecutive Chairman of CSI Corporacion Sidertirgica, S.A.
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* The CSI Group was incorporated in December 1994, under the
AHYV - ENSIDESA Joint Comperitiveness Plan, whereby the

latter companies ceased iron and steel business. The CSI Group
comprises CSI Corporacién Sidertirgica, S.A. (the parent company
that controls and coordinates Group strategies and policies) and
three operational companies, CSI Planos, S.A., CSI Productos
Largos, S.A. and CSI Transformados, S.A. Fach of the latrer
specialises in a particular area of business and all are 100 percent
owned by CSI Corporacién, which also holds a serategic 30
percent stake in Aceria Compacta de Bizkaia, S.A. (ACB).

CSI Planos, S.A. acquired from Altos Hornos de Vizcaya and
ENSIDESA the most competitive industrial assers and subsidiaries
related to the basic manufacture and markering of steel and flat-

rolled products.

* The CSI Planos Group is the only Spanish manufacturer of flac-
rolled iron and steel products that encompasses all stages of the
production process. At its head plaric facilicies that constiture the

centre of industrial production for the CSI Group,

CST Planos produces the necessary pig iron to cover

both its own requirements and those of CSI Y. SI Planos basically operates

Productos Largos. It likewise manufactures hot- . s .
in the competitive climate

rolled coils, both for processing at its finishing

1 of the European market.
facilities and subsequent marketing, as well as

supplying this material to CSI Transformados.

' The CSI Planos group, which recorded an income of 300,603

) » 1 . - .. .
l_l}}lhon pesctas in 1995, operates in the comperitive climate of the

Opean marker, which is totally integrated in a globalised iron

o
zand steel marker, -




* The goal of CSI Planos, one of Spain’s
major emerging industrial companies, and

of the CSI Group as a whole, is twofold:

~ To cater for the main industrial secrors
that consume fat-rolled iron and steel
products, in particular the domestic

marker, with a view to becoming a

leader in this field.

- To implemenr 2 coordinated group
strategy to supply CSI Productos Largos
with liquid ptg iron and slabs and
CSI Transformados with hot-rolied
coils, in accordance with ongoing
contractual agreements based

on market prices.

Therefore, in addition to offering its
customers a product that is comperitive
with respect 1o cost, quality and service, CSI Planos is
fundamentally bound by its role as an essential link in the
competitiveness chain formed by CSI Productos Largos and CSI
Transformados to manufacrure quality products at a low cost for

the rest of the CSI Corporacién Siderﬁrgica Group.

In this regard, a plan to incorporarte Acerfa Compacta de Bizkaia
into the industrial structure of CS] Corporacién Sidertirgica was
conceived and implemented through 2 purchase contrace whereby
CSI Planos underrakes to purchase the hot-rolled coils
manufactured by ACB. This arrangement provides the group with
an operational scheme that allows maximum flexibility and is ar
the same time compatible with optimisation of the group’s

sustained profitability.
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> The main industrial facilities of the CSI Planos group are located
in Asturias (head plant in Gijén, steelworks, rolling and coaring
mill in Avilés), Vizcaya (rolling and coating mill in Erxebarri) and
Valencia (rolling and coating facilities of Sidmed and Galmed in

Sagunto).

The current range of producrts offered includes hor and cold-rolled
coils, tinplate, galvanised sheet, zinc plate, chrome plate and

aluminium-zine coated sheer.

The group’s main customers are companies belonging to the car,
packaging, elecrrical appliances and construction sectors, as well as

wholesalers and service centres,

CSI Planos’ factories and flow of products
™

"~

———
IgBIast Furnaces :
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Pig iron to
CSI Productos Largos
~g—.

Slabs to the
Heavy-Duty Plate Mill

CSit Productos Largos
-

L
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Hot-rolled coils
CS1 Transformados




CHAIPLENGES FOR THE FUTURE

When analysing the challenges tha lie before CSI Planos, it is
essential to bear in mind the European iron and stee} scene in

which it competes and the prospects of the sector.

Following the restructuring carried out in the eighties,

the European iron and steel industry in the nineties has

) CS.’ Planos must face increasing

embarked on a period marked by the increasingly

. .. competitiveness and significant
intense competition that stems from a number a '

. .. . . i ucture
factors which are giving rise to changes in the rules of changes in the structu

the game and in the structure of the sector: . of the sector.

« The globalisation of markets, including significant growth in the
flow of international steel trade; this is particularly the case in
Europe, where the number of imports from Eastern European

countries has risen.

« The increasing similarity of the costs faced by European
manufacturers of flat-rolled iron and steel products, together
with the accelerated concentration of business activities and the

privatisation of practically all our competitors.

+ Finally, we should consider the greater pressure of environmental
regulations and the boom in substirute materials, especially in
the motor industry and the packaging and

CONSCrUCtion $ectors.

The greater vertical integration towards
distribution, and increased emphasis on customer
services as a form of differentiarion should be added

to the above factors.
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In this context, while cost containment continues to be

one of the necessary areas where improvement is
constantly sought, it is no longer practically the only
priority: there is currently greater emphasis on
technological innovation, which provides a competitive
. response to market globalisation, the large numbers of

low-cost producers and the boom of substitute materials.

» In the light of the above factors, the main challenge and

basic objective of CSI Planos, as regards its contribution

to the CSI Group, lies in achieving sustained

profitabilicy. This requires constant improvement in its

comperitive positioning in the European market.

The challenges that ie ahead of CSI Planos and the strategic lines

of action contemplared are centred on:

L s Dproving customer services, regarding quality and range of

SeIvices.

This will require making further progress in reducing

delivery time and increasing the rate of order compliance, key
factors that determine the customer’s perceprion of standard of

service.

Likewise, priority should be given to assigning more resources to
the field of Technology and Quality, and to recognising its

fundamental role in the new competitive climate.

*» Strengthening the Gijo';z-Avi[és axis, in order to forge a position
for CSI as one of the most cost-efficient producers of pig iron

and hot-rolled coils.

"This axis, of strategic importance to CSI Planos and the rest of the

group, comprises the blast furnaces of Gijén - which, when their

current renovation is completed in 1997, will be among the most




cost-efficient in Europe - and the modern Avilés
steelworks. The improvements scheduled for the lacter
will enable it to compete, with compericive advantage,
as regards efficiency, productivity and quality on

account of its technologically advanced facilities.

© Boosting progidinnies 1o reditee operating cosie, by
stepping up the programmes already under way in
areas such as purchases, logistics or maintenance, as well as

improving labour and technical productivity rates.

CSI Planos has set itself the objective of attaining the level of
operating costs of the best European producers in 1988, a year
characterised by the maruring of the investment and industrial
restructuring process defined in the Competitiveness Plan. The
investments under way in finishing facilities should likewise play

a decisive role in cutting costs.

< Fosterfig o profiiabilin- and markei-orivicies
siaiagemen: philosoplry. The setting-up and implementation of
new Business Units that will allow, inter alia, a sharpening of the
product/market focus, should lead to a greater level of efficiency

and responsibility in management.

« Developuient of the compary's hemnan capiral at alf levels
The achievement of full competitiveness requires a considerable
degree of commitment on the part of the workforce as a whole
and at all levels of the organisation. In this regard, CSI Planos
should continue in its ongoing efforts to bring abour a change in
company philosophy, whereby training, not only of a technical
nature, will become one of the keys to strengthening the
company’s competitive positioning and capacity to adapt to the

ever-changing market and demand.
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» Helping to ensure that ACB gets off to « good start in teris of
tining and investment cost. ACB must subsequently focus its

efforts on improving the operating costs of coil production.

The introduction of new production technology at ACB should

© cnable the group as a whole to achieve an overall improvement

in its capacicy to adape to the future cycles of demand and price

of both end-products and raw materials, to broaden its range of
products and to incorporate new production and technological

. , capacities into the organisation.

At the same time, if the ACB project is 1o be successful, both

companies must centre their efforts on optimising the running of

the group as a whole. Only in this way will the industrial and
contractual structure that has given rise to ACB obtain the
profits envisaged, and zll those involved in this new business

project maximise sustained profitability.

; s spenathesring collaboracion o ailiaies policies where
appropriare, in areas such as production, supply of materials,

distribution and product development.

. v et sLnT NISNGETS 0 e LS et This
should be a prioricy issue for

management and is already

addressed in ongoing

L: investmensts designed to
prevent spillage/emission of
pollurant elements and in

| encouraging the recycling of

non-biodegradable materials.
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In 1995, most of the economies of the industrialised countries
experienced a slowdown in growth rate relative to 1994, which

was a year of recovery following the 1993 crisis.

The GDP of the main industrialised countries rose on average by
2.5 percent. The United States achieved growth of 3.3 percent on
account of the reactivating of its economy in the second half of the
year, spurred by the drop in interest races. Average growth for the
European Union was 2.7 percent; the German and other EU
economies experienced a slowdown in the second half of the year
as a result of the appreciation of their currencies against the dollar,

the drop in construction and sluggish consumption.

The Japanese cconomy remained at a standstill, growing by just
0.3 percent. This was due to the strength of the Japanese currency,
the problems of the country’s banking system, the effects of the
Kobe earthquake and the failure of the successive reactivating

programmes implemented by the Japanese authorities.

The Far East and Southeast Asian countries continued to
experience considerable growth, with rates that almost reached
double figures in many cases. This is particularly the case of

China, which recorded a growth rate of 9.5 percent.

Furthermore, the countries of East Europe, including Russia, are
now undergoing a period of recovery after five years of imbalance

on account of their transition to a market economy.

As regards the financial scene, which exercises enormous influence
on a globalised marker such as that of iron and stecl, the start of

the year was characterised by clear monetary instability, which
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affected the exchange rate of the dollar. The strengthening of the

mark against the dollar led to a steep rise in the parity of the
German currency relative to the peseta and other European

currencies.

These circumstances brought abou a rise in interest rates in the
US and the European Union, although these were gradually
reduced towards the end of the year, as the markets began to
stabilise, growth prospects decreased and inflation remained under
control. By December, the value of the dollar against the mark had
reached 1.44 DNI/S, which signified a partial recovery from the
depreciation it underwent at the beginning of the year, and from

the April figure of just .35 DM/S.

With respect to the Spanish economy. GDP growth for 1995 was
3 percent, an improvement on the previous year's 2 percent. This
growth was largely due to exports and, partly, to higher domestic
demand, which rose by 3.2 percent as a result of increased
investment, in contrast with the marked sluggishness of privare

and public consumption.

In the first half of the vear, monetary and inflationary tension
caused interest rates to rise to 9.25 percent. On
the other hand. the drop in European interest

rates and the checking of inflation during the last

quarter Favoured the appreciation of the peseta.
which reached 85 pesetas against the mark, and
caused interest rates o drop slightly to 9 percent.
Year-end exchange rates for the pesera against the

dollar stood ar around 123 peseras, while the

average rate for the year was 125 pesetas per

dollar.
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The performance of the steel sector at world level in 1995 was
unstable. The year got off to an exceilent start, with year-on-year
consumption and production into two-figures. However, this gave
way to a phase of weakening as a result of an overall drop in

apparent consumption in the latter half of the year.

This drop stemmed from the need to reduce the high level of
existing stocks on the market, following the accumulation carried
out by wholesalers in a climate of fierce price rises, and from 2
certain fall in end-user consumption in the motor, construction

and electrical appliances industries.

In any case, it does not seem that the sector has entered a
recession, art least according to the world macroeconomic
indicators. Rather we are witnessing a halt in the growth rate of
stee]l consumption recorded in 1994 and the first half of 1995.
Forecasts predict that world consumption
of flat-rolled steel products will increase as
of mid-1996 and eventually attain an

annual growth rate of around 2 percent.

In this connection, prices fell towards the
end of the year. It is expected that this
trend will take an upward turn during the
second quarter of 1996, in keeping with
the cutbacks in supply that have been
carried out since the last quarter of 1995
and have already yielded results in certain

markets.
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In 1995, apparent consumption dropped by 3.9 percent, after
reaching a peak in the last quarter of 1994. The need to reduce

levels of stocks and sluggish demand on the part of the motor

industry were the main causes for this weakened consumption

which, however, began to show signs of recovery at the end of the

year.
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The fall in prices in the second quarter of 1995
boosted supply —already on the increase due to the
installation of new electric steelworks— channelling

it towards exports, mainly to Europe where prices

were considerably higher. The end of the year saw

a recovery in prices; this trend has strengthened

; - significandy since February 1996.
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In 1995, consumption rose by 10 percent, except in China, after

the 2 percent drop recorded in the previous year as a result of

Japan's partial recovery and, above all, the considerable growth of
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Following the strong recovery recorded in 1994 (15 percent),
demand continued to increase at a fast rate before slowing down
during the second half of the year as a result of the accumulation
of stocks on the marker. Apparent consumption of flat-rolled
products in the EU rose to 49.6 million tonnes, 10

percent more than in 1994, although it is estimared that

the growth in real consumption was around 6 percens, as

stocks increased considerably.

As regards supply, the most important feature was the
pressure exerted by imports, mainly from countries with

surplus supply, such as the US and Eastern European

countries, which were attracted by the still relatively high

prices of the European Union markets.

These imports rose by almost 80 percent. This influenced
prices, particularly chose of hot- and cold-rolled coils, which began

to fall during the second half of the year.

The European companies responded to the above changes in the
market by adopting a policy of defending their profit margin, as
opposed to the traditional strategy of giving priority to volume
(the new situation arising from the privatisation of practically all
the European iron and steel producers may have influenced this
change of strategy considerably). Towards the end of 1995, most
proceeded to reduce output, adapting production levels to those of

consumption.
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The performance of the Spanish market for flat-rolled iron and
steel products was similar to that of the European market,
although it should be pointed out that the pressure of imports
from outside the EU was even more intense. These imports grew
by more than 300 percens relative to 1994, and came to account
for almost 15 percent of total consumption of flat-rolled products,
compared to the previous year’s 4 percent. Hot-rolled coil imports,

specifically, achieved a market share of almost 25 percent.

In 1995, apparent consumption of flat-rolled products rose to
5.26 million tonnes, 19 percent more than the previous year. As in
the rest of Europe, the growth in reat consumption was less, on

account of the high levels of accumulated stocks.
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Introductory Note

As is explained in greater detail in the Notes to the Consolidared Annual Accounts, the
CSI Planos Group commenced business in 1995, following the contribution of the
different production assers and investee companies defined in the AHV - ENSIDESA

Joint Competitiveness Plan.

Quing to the need to comply with the legal formalities established for processes of this
kind, the contribution of assets to CSI Planos, S.A. took place, for operational purposes,
as of April 1, while the economic effect was backdared to January 1, 1995, in
accordance with the Resolution of the Council of Ministers which authorised the

aforementioned contribution of branches of activity.

As a result of the above, the Annual Accounts for the year were prepared bearing in mind
the legal contribution date and therefore reflect the companies’ individual transactions in
the period from April to December and the gross profir of CSI Planos, S. A. accumulared

at the contribution date relating to January-March.

Nevertheless, from both an aperational and internal management point of view, by the
beginning of 1995, the Group’s management information systems had already been
developed and prepared so as to enable them to furnish information adapted to the new

operational and corporate structure of the CSI Planos Group.

This internal management information system has been used to draw up this
Management Report and has enabled information to be included on operations for the
twelve months of 1995, from January 1, in keeping with the structure envisaged in the

contribution operation.

Additionally, the most significant dara for 1994 have been obtained using the same

information systems and consistently uniform criteria. This information is equivalent ;

and comparable to that of 1995, although the activities in question were carried out by

Alros Hornos de chayé and ENSIDESA.

it opoem, Gy

Translation of a report originally issued in Spanish.
In the event of a discrepancy, the Spanish-language version prevails.




1995 saw the consolidation of the organisational structure of R

the CSI Planos Group’s commercial operations initated Breakdown of sales by markets
; 77 %

under the Competitiveness Plan. Likewise, the policy of ‘ DOMESTIC MARKET

acquiring shareholdings in distribution companies and

7%
service centres was strengthened. 3COUSI§,§§
: . . . , |
. The favourable price situation (in terms of the year’s average) : 16 %
: EUROPEAN
in the domestic and European market in 1995 enabled the ' UNION
T CSI Planos Group to implement a commercial strategy
aimed at marein and or services rather than vol i ez b e
. aimed at margin and customer services rather than volume
. N \ A Breakdown of sales by products
of sales.
o 35%
PR . o . HOT-ROLLED
L) - Total income was 300,603 million® pesetas, of which p
7 \ ‘ e - . .
! 228,715 million represent turnover from finished iron and 229
e
steel products and the rest relates to sales of intermediare : : j PLATE
: oo
- manufactures and by-products and services rendered. Toral A i
COLD
product sales, including sales to CSI Transformados, CALVANIS £ olaren

amounted to 3.47 million tonnes.

i Turnover of iron and steel products increased by 5 percent with

respect 1o 1994, while volume decreased by 11 percent. Sales of

coared, higher-vaiue added products rose.

Inn chis respect, the commercial strategies ot the CSI Planos group
L in 1996 will be aimed at maintaining its existing market share in

its natural market, Spain and the European Union. Likewise, the

-W"W A S R T e BT A
A AN SRR

Group will continue to concentrate sales on products with a
greater value added, which have better market prospects, and will
strengthen its presence in the distribution sector, placing particular
emphasis on improving customer services, as part of a margin-

oriented commercial policy.

2 224,713 million pesetas from April I ro December 31,
See the Introductory Note to this Reporr.




The conceprs of quality and customer service are closely linked. In

an increasingly demanding comperitive environment, the abiliry to

supply customers with quality products, matching

the standards and delivery time of its strongest —

competitors, is a key factor for CSI Planos. i

;uality and customer service,

With this aim in mind, a number of Quatity

key factors as regards

Commirtees have been set up in order to improve

competitiveness.

communications between the different business

areas and step up training, promoting a philosophy

of total quality and customer orientacion,

Likewise, informartion systems char allow 2 greater level of

automation in process control have been introduced and 2 number
of investments have been made in modernising facilities. Mention
should be made of the investment in che modernisation of the
Semi-continuous Mill in Avilés and the investments to improve
the quality of the finishing facilities at the Sagunto, Emxebarri and
Avilés factories, carried out in accordance with a plan of action

that is due to last until 1997,

As regards improving customer services, steps are being raken to
reduce the time taken to confirm orders, to cut
delivery time and to increase the compliance rate
to 90 percent. We are also working to provide
bezter informarion to customers and to improve
communications, as well as to step up technical

assistance.




-

In 1995, action aimed specifically at
the mortor industry was taken at the
Sagunto plant. These measures,
which involve specialising in car

supplies, will be implemented ar the

Avilés factory at a later dare. The

. goals set for the improvement process
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were achieved.

Orher significant steps taken to

. - reduce delivery time are:

— The hot-loading of slabs into the
furnace of the semi-centinuous

mill at che Avilés plant.

— Improvements in the conrrol and

planning system for the rolling

process at the Avilés plant.

~ Development of systems and methods to optimise incerplant
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[ i -

transfer of raw materials, mainty hot-rolled coils, among the

different facrories of the CSI Group.

Following the establishment of CSI Planos, the quality certificate
governed by Spanish Standard UNE-EN ISC 9002 was again
obtained, and the company Certificate of Registration was granted

by AENOR after the relevant audit had been carried out.




Research and Development activites are basically in line with che
Product Plan that was put into practice in 1995, and cover arcas

such as Systems, Services, Development and Production. The basic

objective of the plan is to develop new producrs and qualities,
working in close collaboration wich customers in order to meet

any new requirements they may have.

CSI Planos has ongoing collaboration agreements with a number
of Technical Institutes, Universities and Research Centres.
Likewise, CSI Planos participates in multinational projects with

other iron and steel companies.

With regard to producrs, activity has been particularly intense in
tinplate, CSI holds a significant share in this expanding, dvnamic
markert at European level, New developments include different
qualities and types of light-gauge plate for two-part cans, qualities
for easy-opening lids and qualities
for compact pressing destined for

different uses.

iy |

Likewise, quality certifications of

galvanised sheer have been

developed for the car industry, a

market with excellent future

prospects.

The main areas of hot-rolled coil
R&D were high-yield steel and

improvements in AP] quality.
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C3I Planos is part of a consortium of 30 steel manufacturers from
ali over the world which conducts research on the development of
ultra light steel bodies for cars (ULSAB: Ultra Light Steel
Autobody). This project was launched in mid 1994 and consists of

several stages. The conceprual design stage was completed in 1995.
Other notable projects over the past year include:

~ Preselection of coal to be injected into blast

R ]
furnaces, in collaborarion with CENIM and
INCAR. CSI Planos, together with
— Development of blast furnace coal injection | 30 other iron and steel companies
technology as part of a mulanational ECSC ' from all over the world,
project. { is developing a new ultra light
steel car body.

— EUREKA project to buiid a coking reacror, in
conjuncrion with the leading European coal and

steel companies.

— Thermomechanical rolling of high strength steel for
optimisation and model-building in collaboration with the
Guiptizcoa Centre for Technical Studies and Research (CEIT)
and the University of Oviedo. This project is subsidised by the

European Union.

— Improvement of rolled products by model-building. This
programme, undertaken jointly with CEIT, British Steel,
Hoogovens, ILVA, and Cambridge University, is included in the

ECSC grants.

— Improving corrosion resistance of profile panels of galvanised

prepainted plate, in collaboration with CEIT. Project subsidised

by ECSC. :
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We should begin by stressing the organisational restructuring

carried out in the second half of the year, as a result of which the

Operarions Division was set up o gather together the

management of all aspects of product cost. Its mission is ro

optimise operations by curting costs while improving quality and

service.

From an operational perspective, the performance
of the facilities has been satisfactory, both regarding
production level and operating efficiency, and
activity levels improved considerably compared to
the previous vear. In addition, a number of

important cost-reduction measures defined in the

Competitiveness Plan were implemented.

)

£71 chievement of cost-reduction
goals and operational efficiency
consolidate the path to full

competitiveness.

CSI Planos produced 3.86 million tonnes of pig iron, of which 1.4

million were supplied under contract to CSI Productos Largos for

use in its production processes.

Liquid steel production was 2.75 million tonnes. CSI Planos also

supplied 0.24 million tonnes of slabs to CSI Productos Largos for

use in heavy-duty plate manufacture.

The semi-continuous mill at the Avilés factory produced a toral of

2.2 million tonnes of hot-rolied coils. A further 1.6 million tonnes

were received from AHV, which is being administered under a

management contract while its facilities are closed down in

accordance with the agreements already escablished.
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Production at the coated products
finishing facilities in Avilés,
Sagunro and Etxebarri increased
by an average of 6 percent, thus
satisfying increased demand. In
contrast, the production of cold
finished products at boch Avilés
and Sagunto fell by 5 percent in

response to lower demand.

At all the above plants average
productivity levels rose slightly
and a more efficient mix of
consumables was achieved, as well
as a significant improvement in

production quality.

In 1995, efforts in the
manufacturing area were largely
centred on defining and launching
the production equipment
restructuring projects envisaged in
the Competitiveness Plan, and on
implementing measures designed to

improve quality and customer service.




The major basic investments envisaged for CSI Planos in the
Competitiveness Plan were defined and commenced in 1995.

These are:

~ Renovation of the Gijén blast furnaces

‘ z he investment programme

— Modernisation of the semi-continuous mill in Avilés ¥ gims to optimise industrial flow,

— Improvements to the LD-III steelworks in Avilés speed up processes,

increase productivity and quality
The rotal amount envisaged for these three

. ) and improve costs.
investment programmes, which are due ro be

completed in 1997, is 60,000 million pesetas. Aimost 90 percent

of the rotal amount has already been commitred.

Work on the first of the two Gijén blast furnaces began in 1995.
The first of the three modernisation phases planned for the semi-
continuous mill has already been compteted and almost half the
work to improve the LD-IH steelworks has been carried our. The
value of the investment made to date in these three projects

amounts to almost 13,000 million pesetas.

A furcher 1,900 million pesetas was assigned in 1995 to other
industrial investments. These include a number of improvements
to the cold-rolling facilities in Sagunto, a project due to be
concluded in 1997. Mention should be made of the investment in
changing the pickling agent used in the cold-rolling process in
Avilés, which will enable discharges to be considerably reduced.

Completion is due in 1996.

It should be stressed that next year will be crucial for the
industrial and business restructuring established in the
Competitiveness Plan. The main investments envisaged in the

Plan, on which the competitiveness of CSI Planos depends, will

be in full progress.
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[nvestments scheduled for 1996 amount to over 30,000 million

pesetas. Completion of the programme and of the work it entails

is duc in 1997.

Some of the outstanding investment projects will still be under way
in 1996, and are due to reach completion. In the second half of the
year, the first of the two new blast furnaces at the Gijén plant will
become operational and renovation of the second

will commence. The second phase of modernisation of the
semi-continuous rolling mill and improvements to the LD-II1
steelworks will be concluded.
Completion of the renovarion
of the cold-rolling facilities at
the Sagunto plant is also
scheduled for this year, and
work will be carried out on the

Avilés and Exebarri plants.

Implementation of the above
projects will require complex
planning and scheduling in
order to ensure they are adapted
to the different stages of basic
production over the course of
1996. This is especially true if
we bear in mind that the ACB
steel and rolling facilities will
become operational during the
second half of the year, and the
company will accordingly begin
to purchase hot-rolled coils

from Aceria Compacra de

Bizkaia, S.A.
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In 1995 the prices of basic raw marerials, i.e. coal and minerals,
rose by 12 and 8 percent respectively, in dollar terms, a significant
increase compared to the previous year. The impact of this increase

was partially offset by the appreciation of the peseta against the

dollar.

Furthermore, scrap metal prices rose by almost 7 percent.
Reference prices for zinc and tin also rose considerably, and the
increases in the price of aluminium and ferro-alloys were

particularly marked.

Savings were achieved in energy costs thanks to the application of

new electricity rates such as the THP (hourly power race) system.




Growing social awareness of the true impact of economic and
industrial development on the environment and natural resources
is giving rise to the promulgation of increasingly strict regional,
national and EU regulations on this issue, which have important

implications for the development of companies” business activities.

CSI Planos is particularly affected by regulations on discharges

into rivers, emissions into the atmosphere and waste

disposal and, accordingly, a programme of measures

to be implemented over a number of years has been C Si Planos has drawn up

drawn up, covering all production plants. a programme of measures

In 1995 an investment was made to change the in accordance with new

pickling agent used at the cold-rolling facilities in environmental regulations.
Avilés. Investments are likewise planned to be

carried out in 1996 to improve water treatment at Avilés and

Erxebarri. Further investments are envisaged to eliminate the use

of highly toxic agents and in the upgrading and reclaiming of

landfills. Each of these programmes has a budget of around 1,000

million pesetas.




Mention should also be made of the environmental improvement
features included in the conceprual design of all new facilities. The
environmental equipment envisaged in the Gijén Head Plant
Renovation project amounts to 4,500 million pesetas and will

enable emissions and dischangcs to be minimised.

New applications are being developed jointly with other
companies and institutions for the recovery and recycling of steel,
and for the reduction and use of waste, such as the slag from blast
furnaces and steelworks which can be transformed into a raw
material for the manufacture of cement or road surface

conglomerate, and can be used 1o improve farm soils,
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The Cormpetitiveness Plan includes a
number of measures aimed at achieving
sustained improvement in productivity to
bring it into line with that of the
company’s strongest European

competitors.

The achievement of chis objecrive

requires, on the one hand, a decisive

move to redeploy the workforce to adjust
to production requirements and measures
to improve the overall efficiency of the company and, on the

other, intensive personnel training and rechnological adapration

programmes.

A large number of surplus employees were made redundant during
1993 and 1994, before the CSI Group commenced business, in
keeping with the cutbacks in the workforce established in the
Competitiveness Plan. In 1995, 343 employees left under pre-

retirement schemes. This figure is considerably

lower than thart of the previous vear, since the basic
p ¥
goal in 1995 consisted of the redistribution of the ] ntensive training programmes

workforce among the different factories as a result { have been organized to encourage

of the sctting—up of the ncw Group. continuous improvement'

At December 31, 1995, the total workforce of the to attain overall quality

CSI Planos group amounted to 7,702 workers. Of and prepare employees.

L,

these, 1,000 belonged to Sidmed, S.A. and 49 to
Galmed, S.A., subsidiaries which engage in outside processing,

basically for CSI Planos.

Throughout 1995, intensive training programmes were organized
to encourage continuous improvement, to pursue overall quality

and prepare employees for their new furure tasks, so as o cover




vacant posts. All in all, 970 courses were taughr to 7,128

employees, lasting 2 total of 188,083 hours.

All the safety indices showed improvements in 1995. Furthermore,

absenteeism fell considerably, as envisaged in the Competitiveness

Plan.

The Collective Bargaining Agreement signed in 1994 forms the
basis for labour relations for the 1994/1996 period. The moderate
wage increases established in the aforementioned agreement are in
keeping with the obligation of all members of the Group to
assume responsibility for achieving the indisputable goal of

attaining sustained competitiveness.

e e e
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The CSI Planos Group obrained consolidated profit before tax of
21,665 million pesetas in 1995. Operating profit for the year
amounted to 40,991 million pesetas, of which 10,820 million, as
is explained in the Introducrory Note to this Management Report,

represent profits generated between January and March.

- The twrnover of the CSI Planos Group amounted to 300,603

million’ pesetas, of which 228,715 million pesetas represent sales
of finished iron and steel products and the remaining 71,888
million pesetas relate to sales of intermediate products (pig iron

and slabs}, by-producrs and services rendered.

The CSI Planos Group generated a gross value added of 100,600
million pesetas, representing 34 percent of turnover. This figure
was achieved on account of the favourable trend in selling prices
and the improvements in the different operating areas, despite the
upward trend of raw materizal prices, although the effects of the

latter were partially offset by the performance of the peseta against

the dollar.

Personnel expenses amounted to 37,958 million* pesetas,

accounting for 13 percent of turnover.

As may be seen in the Notes to the Annual Accounts, the
depreciation and amortisation methods used by the CSI Planos
Group are in line with those of the leading companies in the

industry.

* 224,713 million peseras for the period April I-December 31.
See the Introductory Note to this report.

¥ 29,965 million pesetas for the period April 1-Decemnber 31,
See the Introductory Nete to this report.




In 1995, a total of 11,300 million pesetas of provisions were
recorded with a charge to extracrdinary profit or loss. These
provisions are designed to cover the basic costs of technological
adapration and innovation, research and product diversification,
environmental requirements and quality improvement, all of
which are necessary to ensure that competitive productiviry levels

are maintained over the next few years,

The financial profitability of the company (profit after tax/initial

shareholders’ equity) was 9.6 percent.

All the main financial ratios point to the company’s sound
financial and net worth position. For example, the liquidity ratio
{currenr assets/current liabilities) stands at 2.0 and the

shareholders’ equity/fixed assets ratio is 1.38.
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FIXED ASSETS:

Intangible assets 18
Tangible fixed assets (Note 7) 127,145
Land and buildings 94,102
Technical installations and machinery 261,749
Other fixed assets 16,297
Advances and fixed assets in progress 12,964
Depreciation (257,967)

Financial investments (Note 8) 16,458
Holdings accounted for under the equity method 15,351
Other financial investments 1,118
Provisions (n

Total fixed assets 143,621

CURRENT ASSETS:

Stocks 69,107
Raw materials and other supplies 13,718
Work in progress and semi-finished products 34,606
Finished products 15,694
Replacements 10,476
Provisions (5,387)

Accounts receivable 60,543
Trade debtors for goods and services provided 23,280
Receivable from associated and related companies (Note 8) 3] 462
Other debtors 1,195
Public bodies {(Note 15) 4,641
Provisions (35)

Short-term financial investments 63,482
Short-term securities portfolio (Note 9) 62,768
Loans to group and associated companies 41
Other loans 673

Cash and bank balances 1,644

Accruals and prepayments 271

Total current assets : _ 195,047




SHAREHOLDERS’ EQUITY (Note 10):

Subscribed —capital 80,000
Issue premium 99,995
Translation differences 751
Profit allocable to the

controlling company 17,275

Total shareholders’ equity 198,021

MINORITY INTERESTS (Note 11) 6,527
NEGATIVE CONSOLIDATION DIFFERENCES (Note 6):
Companies consolidated by
the full consolidation method 3,850

Total negative consolidation difference 3,850

DEFERRED INCOME: 247
PROVISIONS FOR RISKS AND EXPENSES {Note 12)
Provisions for pensions and similar obligations 6,539
Other provisions 15,547

Total provisions 22,086

LONG-TERM DEBT

Payable to credit institutions (Note 13) 6,358
Public bodies (Note 15) 260
Payable to associated and related companies (Note 8) 53
Other creditors (Note 14) 4,646

Total long-term deht ;s 11,317

CURRENT LIABILITIES:
Payable to credit institutions (Note 13) 9,624
Payable to associated and related

companies (Note 8) 35,585
Trade creditors 34,051
Other non-trade debts (Note 14) 3,699
Public bodies (Note 15) 9,567
Provisions for operating expenses 4,018

Accruals and prepayments

Total current liabilities

The accompanying notes 1 to 22 are an integral report form an integral
part of this consolidated balance sheet.




EXPENSES:

Supplies (Note 18)

Personnel expenses (Note 19)

Period depreciation and amortisation (Note 7)
Other operating expenses (Note 18)

Operating profits

124,991
29,965
17,766
43,850

40,991

257,563

Financial and similar expenses
Exchange losses

5,356
347

5,703

Profit from ordinary activities

Extraordinary expenses

Extraordinary amortization
and provisions (Note 20)

19,663

19,663

Consolidated profit before tax

21,665

Corporation_tax {Note 16)

4,945

Net consolidated profit for the yvear

16,720

Net profit for the year allocable
to the controlling company

17,275




INCOME:

Net turnover (Notes 8 and 17)
Increase in stocks of finished products
and work in progress
Work done by the Company on its fixed assets
Other operating income
Profit generated in the first quarter of 1995

224,713

20,012
i
2,017
10,820

257,563

Income from shareholdings
Other financial income

Financial loss

51
4,503

1,149

5,703

Share in profits of companies accounted for
by the equity method

1,208

Loss from ordinary activities

Profit from fixed assets
Extraordinary profit and income
Extraordinary loss

Profit or loss allocable to minority
interests (Note 11)

535

The accompanying notes 1 to 22 are an integral part of this consolidated

profit and loss account.
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CSt PLANOS, S.A.
AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS FOR THE YEAR
ENDED DECEMBER 31, 1995

(1) INCORPORATION OF CSI PLANOS, S.A. AND ITS GROUP AND ACTIVITY

CSl Planos, S.A. was incorporated on December 15, 1994, in the framework of the
AHV - ENSIDESA Joint Competitiveness Plan.

The corporate purpose of CSI Productos Largos, S.A. is as follows:

1. The manufacture of basic iron and steel production and flat-rolled iron and steel
products, in the broadest sense, and the acquisition and marketing of such materials,
research and development in the iron and steel sector, and engineering and
construction work with iron and steel products.

2. The provision of corporate consultancy and advisory services to its subsidiaries and
investees ahd to the iron and steel industry in general.

The Group engages in the usual activities of an iron and steel corporation., These are
carried out by CSI Planos, S.A. at its factories in Gijén, Avilés and Etxebarri (Vizcaya).
Also, through its subsidiary companies it broadens its range of activities and increases
the added value of its products by operating in the fields of cold-reducing and
galvanised and zinc-plated products. These production activities are further backed up

by a number of domestic and foreign subsidiaries that serve to broaden the Group’s
sales network.

Incorporation and structuring of the companies

In the framework of the AHV-ENSIDESA Joint Competitiveness Plan, on October 28,
1994, the Council of Ministers approved the establishment of a new group of

companies centred on iron and steel activities. The group comprises the following
companies:

— CSI Corporacién Siderurgica, S.A. (Holding company).
— (Sl Planos, S.A.

— CSI Productos Largos, S.A.

— CSI Transformados, S.A.

— Aceria Compacta de Bizkaia, S.A.
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The Group began to operate in 1995, following the contribution and/or transfer to the
aforementioned companies by the then Corporacién de la Siderurgia Integral, S.A. (now
AHV-ENSIDESA Capital, $.A.), Empresa Nacional Siderurgica, S.A.-ENSIDESA and Altos
Hornos de Vizcaya, S.A.- AHV of part of their industrial operating assets, financial
assets and certain debts and liabilities related to the assets transferred.

CSI Planos, S.A. was incorporated with an initial share capital of 10 million pesetas,
which was subscribed and paid up by the current CSI Corporacién Sidertrgica, S.A.

The Resolution of the Council of Ministers of October 28, 1994, establishes that, in
order to comply with the schedule and the commitments required by the European
Union, as of January 1, 1995, the operations refating to the branches of activity of the
AHV and ENSIDESA groups that are contributed to the new companies will, for
accounting purposes, be considered to be for the account of the fatter, even if these
transfers take place after January 1, 1995. The inventories of assets and liabilities on

which these operations are based must first be vaiued by a legally appointed expert or
experts,

In compliance with the aforementioned Resolution, ENSIDESA and AHV transferred part
of their assets relating to the manufacture of basic and flat-rolled products to CSI
Planos, S.A., through the contribution of industrial operating assets, financial assets
and certain related liabilities, the valuation at December 31, 1994 of which was
checked by independent experts, in accordance with current legislation. The net value
of the assets and liabilities contributed to CSI Planos, S.A. amounted to 179,986
million pesetas.

Although, for operating purposes, the above contribution was carried out on April 1,
1995, the reference date for the valuation of the assets and liabilities contributed was
December 31, 1994. For this reason, the deed of contribution dated March 31, 1995
specifies, inter alia, the restatement of any variations that the assets and liabilities
contributed may undergo during the period between the valuation reference date
(December 31, 1994) and the agreed date of contribution for operating purposes {April
1, 1995). The deed also establishes that the recipient shall receive any income
generated between January 1 and March 31, 1995 by the branches of activity
transferred, while the contributor shall receive compensation for any losses (Note 5-j).

Bearing in mind the foregoing aspects, the balance sheet at March 31, 1995 for the
activities contributed, basic iron and steel production and the manufacture of flat-
roiled products, was as follows:




- Millions

of pesetas

FIXED ASSETS:

Net intangiblie asSets oottt e e s 20
Net tangible fixed assets ... 103,030
Net financial INVeSIMENTS vvr e cecier s ans s e s enr s e 24,615

1] 71 L - 1 [ ORI 127,665
CURRENT ASSETS:
SEOCKS o eeeeeneeetiraeseerssaerensernnrrttnaessnssssesnsrasartsrarnrarassassasnsissnansonsen 45,464
ACCOUNTS reCEIVADLIE . it reri i s is sy reaae e e re s i ansanns 40,731
Short-term financial INVesSTMEeNTS i e aeaas 85
Cash and bank Balantes ..ot ernr e eeee et e esaiseanas 5
B A ST < oeetneeiiirrssstsesietassrussnsrtaursnsiaanssrrannsrasanmmenmeaaassstsranss 133

SUBLOLAL. oo et et et eaar e 86,418
Accounts receivable arising from attribution of

ProOfit N 1085 e e e 10,820
Accounts receivable arising from assets

and liabilities contributed ... .ccocvviienvenierrre et v s san e 5,980

NET VALUE OF CONTRIBUTION ...t 179,986
PROFIT GENERATED IN THE BRANCH OF ACTIVITY
IN THE FIRST QUARTER OF 1995 ... i 10,820
PROVISIONS e s s ssssea s anaee i 5,136
LONG-TERM DEBT
Payments pending on shares ... 220
Payable to related companies ......ccoovveerriiiniiniin e s, 12,281
LONG-termi I0ANS «iiiiiiiniii ittt e e e 4,771
SUDBLOTAL ...ttt e e et e ee s rnaes 17,272
CURRENT LIABILITIES
153 2 ToY 0 G (=1 4 11 11 [0 T:1 s [T OO U OO U U U 7,193
Other Babilities .o e rr e e e s 2,581
Provisions for Operating eXpenses . et 4,769
SUBTOTAL ... ctis e e e eteb s smets b e b et rre st s s enanes - 14,543

Accounts payable arising from assets and liabilities

CONEFDULET e ivineierrrererm e e meeeeesttereattrerreataseenste s sreasnnarssanrmannns 3,126




(2) GROUP COMPANIES

The Group companies included in the consolidation process and related information at
December 31, 1995 are shown below:

Millions of pesetas

Percentaga Profit
direct 2ad Total (Loss) for
Activity indirect holding assets Liabilities the year Capital  Reserves
CONTROLLING COMPANY
CSI Planos, S.A. Basic iron and steel production
. and flat-rolled products - 312,640 115,800 16,845 80,000 99,995
FULL CONSOUIDATION METHOD
Stderirgica del Mediterraneo, S.A.
(SIDMED} Cold-reduced strips and
zinc-plated products 67.5% 26,562 11,614 £2,725) 17,500 173
Galvanizaciones del Mediterrinee, S.A.
{CALMED} Treatment and gaivanisation
of steel plate 51% £5,031 7,002 43 8,010 (24}
Agruminsa, S.A, Dormant 100% 547 453 (77 315 EEY
Cortes y Aplanados Siderurgicos, S.A.
(CASISA) Processing and
marketing of tinplate 100% 862 735 72 50 5
EQUITY METHOD
Bishopsqate Stee! Int, Ltd. (d) Pracessing and marketing of icon
ang steel products 76% 4,762 4,572 89 84 7
Companhia Hispane-Brasileira
de Pelotizagao, S.A. Marufacture of iron pellets 49.11% 9,961 3,232 136 4,224 2389
COSIMET {¢) Marketing and distribution
of iren and steel products 60% 22,570 16,457 353 2,031 3729
Gonvarri Group (b} Flat-rolling of iren and steel 30% 61,409 35,927 2,703 4,973 17,506
HIASA (a) Plate-shearing and pickling 30% 9,999 5,282 622 500 3,595
Alfonso Callardo, 5.A. (a} Processing and marketing of iron
and steet products 30% 4,631 2,389 807 200 1,235
Ensisteel, Inc. (a) Market surveys 100% 133 103 3 7 20
Infisa Interracional, S.A. (a) Portfolio company 100% 11 - - 1 10
Infisa, GmbH. (a) Markating 100% i29 11 H 9 8
Tradensa, S.A. (a) Marketing of iron and steel products 100% 15 5 - 10 -
Ensitalia, S.L.R. {a) Marketing of iron and steel products 100% 16 12 i L2 1
Reclori, S.A. Acid treatment 5% 637 - - 850 213)
Megaco (a) Processing and marketing of iron
and steel products 14% 2,825 2,124 110 487 104
Ferralca {b) Processing and marketing of iron
and steel products 10% 4,039 3,123 250 15 651
Emilsider Marketing of iron and steel products 30% 4,965 2,884 498 1,006 577
COMPANIES NOT CONSOLIDATED
Arturp Soria/La Ria, S.A. Real-estate development 100% 74 - - 80 {6)
EBHI () Handling of butk mineral 11.2% 1,189 308 i7 200 64
Ensilectric, 5.A. Design of information systems 34% 344 223 10 100 1

(@) Informaticn obtained from individual annual accounts for 1994,
(b} Information cbiained from consolidated accounts for 1994,

{c} A portfolio company with a 50% holding in Laminados Velasca, S.A. Information obtained from annual group accounts for 1994,

(d} Information obtained from the consolidated accounts for 1995.

All holdings included in the consolidation process were incorporated into the Group
through non-cash contributions (see Note 1), except those corresponding to Alfonso
Gallardo, S.A., Megago y Ferralca, S.A. which were acquired from AHV-Ensidesa Capital,
S.A. (formerly Corporacion de la Siderurgia Integral, S.A.)} in 1995.




(3) BASIS OF PRESENTATION OF THE ANNUAL ACCOUNTS

a) True and fair view

The accompanying consoclidated annual accounts at December 31, 1995 were
prepared from the account books of CS1 Planos, S.A. and its subsidiaries (Note 2)
and are shown in keeping with the Spanish National Chart of Accounts and,
accordingly present a true and fair view of the Group’s net worth, financial situation
and results of operations. The consolidated annual accounts of CS| Planos, S.A. and
the individual accounts of the subsidiary Companies, which were prepared by the
respective Company directors, will be submitted to the General Meetings of
Shareholders for approval and are expected to be approved by the latter without
any changes,

b) Consolidation principles

The consolidated accounts at December 31, 1995 include the individual annual
accounts of CSI Planos, S.A. and of the subsidiary companies in which the Company
holds a direct or indirect interest and which it effectively controls and manages.
The companies included in the consolidation process at December 31, 1995, and
the consolidation method used are listed in Note 2, together with other relevant
information on the subsidiary companies that make up the Group.

The full consolidation method was used for companies in which CSI Planos, S.A,
exercises effective control through holding a majority of voting rights in their
representative and decision-making bodies. The equity method was used when
appropriate, that is, for the subsidiaries in which CSI Planos, S.A. has significant
influence but does not hold a majority of voting rights or manage them jointly with
third parties. This method was also used for other subsidiaries which, although
majority owned by the Group, would not have had a significant effect on Group profit
or foss had the full consolidation method been used. Dormant dependent and
associated companies in which the Group has indirect ownership of over 20% were not
consolidated. These companies were valued at acquisition cost, less, as the case may
be, the necessary provisions for decline in value when cost exceeds their reasonable

value at the year end, as (basically) determined on the basis of underlying book value
{see Note 2). ,

The basic criteria followed in the consolidation process are:

1. All significant accounts and transactions between the companies consolidated
under the full consaclidation method were eliminated in consolidation. The most
significant accounting principles and criteria used in the preparation of the
accompanying consolidated annual accounts were applied uniformly.




2. The accompanying profit and loss account includes the amounts of the transactions
carried out at CSI Planos, S.A. April 1 and December 31, 1995, Company profit or loss

for the first quarter of 1995 is shown under “Profit or loss generated in the first
quarter of 1995” (Notes 1 and 5.)).

3. Minority shareholders’ equity amounted to 6,527 million pesetas at December 31,
1995. This is recorded under the heading “Minority interests” in the accompanying
consolidated balance sheet. Minority shareholders’ share in profits for the year is

shown under “Profit or loss allocable to minority interests” in the accompanying 1995
consolidated profit and loss account. E

4. The negative differences arising in the first consolidation between the recorded
investment value of some of the consolidated companies and their respective

underlying book value, which amounted to 9,939 million pesetas, were allocated as
follows:

— An addition of 4,531 million pesetas to the accumulated depreciation at SIDMED
and GALMED included in the contribution process. This amount will be taken to the

profit and foss account as the effective decline in value of the related fixed assets
occurs.

— In covering the estimated costs (1,558 million pesetas) arising from workforce

restructuring at subsidiary companies. The relevant amounts are taken to consolidated
profit or loss as these costs are incurred.

— Negative consolidation differences, amounting to 3,850 million pesetas (see Note 6).

5. The positive differences, arising in the first consolidation or on acquisition,
between the book value and underlying book value, of the shareholdings in the capital
of the Gonvarri Group, HIASA, COSIMET and the Alfonso Gallardo Group are recorded
as goodwill in consolidation and have been fully amortised by the Group and taken to
consolidated profit or loss. The 8,334 million pesetas amortised are included under the
“Extracrdinary expenses” caption in the consolidated profit and loss account (Note 20).

6. The balances of the assets, rights and obligations of the foreign subsidiaries
included in the consolidation process were transiated into pesetas at the year-end
exchange rates, the equity balances were translated at the historical rates of exchange
and the statements of profit and loss at the average rate of exchange for the year. The
differences arising from the application of these exchange rates are recorded in
shareholders’ equity under the heading “Translation differences” (Note 10)




¢) Accounting principles -

The accompanying consolidated annual accounts were prepared in accordance with the
generally-accepted accounting principles and valuation standards described in Note 5.
All accounting principles significantly affecting the annual accounts were applied.

d) Commencement of operations

As pointed out in Note 1, although CS! Planos, S.A. was incorporated in December
1994, it did not begin to operate until 1995, which is the first year that the Group has
presented consolidated annual accounts. Therefore, the consolidated balance sheet
and profit and loss account are presented only for the year ended December 31, 1995,
Furthermore, the different captions in the accompanying profit and loss account show
amounts corresponding to the period April 1 to December 31, 1995, although the
profit for the year relates to the period between january | and December 31, 1995 (see
Note 5-j).

(4) DISTRIBUTION OF PROFIT OF THE CONTROLLING COMPANY

The propo.sal for the distribution of profits prepared by the controilling Company
directors is shown below:

Millions

of pesetas
DIVEAENAS tevviieiireierirreeemmeeeeerisssssasens s aeee s s snnrns e s eannatsessaannnsanres 7,200
Legal RESBIVE Liiirieereriiicsisuteeinrrie s cabeeesttr s esesanennbbs s sy s rer e 1,684
VOIUNTATY FESBIVES 1ururreeeeeeeaeeistusissisrassssssrsaressrrrrasaassanatiaeessssrasanas 7,961
16,845

(5) VALUATION STANDARDS

The main valuation methods followed by the Company when preparing the 1995
consolidated annual accounts, in keeping with those established in the Spanish
National Chart of Accounts, are:

a) Start-up expenses

These mainly comprise expenses incurred in increasing share capital (Notes 1 and 8)
and are charged directly to the profit and loss account in the year they are incurred. 99
million pesetas were charged to the 1995 profit and loss account in this respect.

b) Tangible fixed assets

Tangible fixed assets acquired through the contribution described in Note 1 are valued
at their contribution value. Later additions are valued at acquisition cost.




Lo )L

Tangible fixed assets acquired by the rest of the subsidiaries prior to December 31,
1983 are valued at updated cost price. Later acquisitions are valued at acquisition cost.

Costs deriving from enlargement, modernisation or improvements that lead to

increased productivity, capacity or efficiency, or extend the useful life of the goods, are
capitalised.

Work carried out by the Group on its own fixed assets is shown at the cumulative
cost resulting from adding to external costs the internal costs determined according
to in-house consumption of warehouse materials and manufacturing costs applied at
absorption rates similar to those used to value stocks.

Upkeep and maintenance expenses incurred during the financial year are expensed
currently.

The Company depreciates‘ its tangible fixed assets using the straight-line method,
distributing the cost of the assets over the estimated years of useful life, based on an
internal technical study that determines the useful life of the main facilities contributed
to the Company, as shown in the following table.

Total estimated

useful life
Buildings ....covcenvvinns TR U TP U U PP R PP PT OSSOV URSPRRPPTOt 20-50
Technical iNStallations ..o e s 8-12
MECRINEIY e et e e e e et et aees 8-12
TO0IS ittt re e e s s s e s e e it e s e trae s are s eetarr e s eneeaeans 10
L5 ] 0 o1 (UL O 10
Data-processing eqUIPIMENT ....uveevrrereerirrerameresaeeen s e eenmmnnsreecmaneees 4
Transport BQUIPIMIEIE ..ot ceriee e e e e e et i s s aaie sasa s anias 6-15

Tangible fixed assets are depreciated from the time they become operational. in 1995,
a total of 17,664 million pesetas of depreciation was charged to the consolidated profit
and loss account (Note 7).

¢) Financial investments and short-term financial investments

Financial investments and short and long-term fixed-rate and equity securities are
shown individually at the lower of acquisition cost and/or contribution value {(see Note
1) or market value. Where cost exceeds year-end market value, the differences are
recorded under the heading "Financial investments - Provisions” in the accompanying
consolidated balance sheet.

Holdings in associated companies are valued using the equity method (Note 2).

As to holdings in foreign companies, their underlying book value is calculated by
translating their net worth from the main currency in which the company operates into
pesetas at the year-end exchange rates.




d) Stocks -

Raw and ancillary materials, consumables and spares and replacements are valued at
the lower of average acquisition cost or market price.

Finished and semi-finished products and work in progress are valued at the average
manufacturing cost for the year; this includes the cost of raw and other materials used,
labour and direct and indirect manufacturing expenses. The cost of these stocks is
reduced to net realisable value when this is lower than manufacturing cost.

In order to value replacements at the lower of cost and realisable value, the Company
analyses stock rotation by calculating the amount of the provision that would have to
be recorded to value stocks at the lower of realisable value or acquisition cost. This is
done by applying certain percentages according to the age of each item of stocks.

The value of obsolete and faulty products is adjusted by estimating their possible
realisable value.

e) Accounts receivable

Accounts receivable are stated at their nominal value in the accompanying balance
sheet. Nevertheless, any necessary adjustments to their value have been made, by
recording the relevant provisions based on the risk of possible bad debts. Also, an
estimate of the discounts, allowances and other items applicable to customer accounts
receivable is included under the “Provisions for operating expenses” caption on the
liability side of the accompanying balance sheet, in keeping with the accounting
principle of prudence.

f) Provisions for pensions and similar obligations

The AHV-ENSIDESA Joint Competitiveness Plan approved by the Council of Ministers
(Note 1) includes a system of aid that was authorised by the European Union on April
12, 1994, In accordance with the Plan, AHV and ENSIDESA expressly state their
decision to continue to assume liability for the labour plan in relation to
supplementary retirement payments, pre-retirement payments and other similar
benefits contained in the aforementioned Competitiveness Plan. This concerns both
existing obligations to retired personnel and those which may arise to serving

personnel, provided that the latter obligations do not exceed the amounts initially
envisaged in the Plan,

Undeér certain conditions, the subsidiaries SIDMED and GALMED are obliged to
supplement the Social Security benefits received by employees that leave through
retirement or disability. This supplementary payment is also applicable in the case of
death of spouse or parent. Furthermore, the Group companies are generally obliged to
pay certain bonuses to employees after 25 and 35 years of service. Also, SIDMED has a
number of commitments to groups of workers made redundant through the
restructuring of the workforce carried out during 1987/1990 and 1991/1993.




At December 31, 1995 the “Provisions for risks and expenses - Provisions for pensions
and similar obligations” caption {(Note 12) in the accompanying consolidated balance
sheet includes amounts accrued at that date which have generally been caiculated on
the basis of actuarial studies using an individual capitalisation system.

g) Other provisions for risks and expenses

At December 31, 1995, the balance of this caption in the accompanying consolidated
balance sheet includes amounts to cover the basic costs of technological adaptation
and innovation, research and product diversification, and environmental and improved
quality requirements, all of which are necessary to ensure that competitive production
levels are maintained over the coming years.

The net period provision, which was charged to consolidated profit or loss for the vear,
amounted to 10,411 million pesetas. This is basically recorded under the heading

“Extraordinary expenses” in the accompanying consolidated profit and loss account
{Notes 12 and 20).

h) Corporation tax

Corporation tax expense for the year is calculated on the basis of book profit before
tax, increased or decreased, as the case may be, by the permanent differences from

the profit for tax purposes, net of any applicable tax relief and tax credits, excluding
tax withholdings and prepayments.

i) Transactions in foreign currency

Transactions in foreign currency are valued in pesetas by applying the average
exchange rates prevailing during the month in which the transaction took place.
Exchange differences arising during the year as a result of cash collections and
payments are recorded directly as financial expenses (loss) or income (profit). Also, at
December 31 of each year, the balances receivable and payable in foreign currencies
are valued at the exchange rates ruling at that date. Unrealised exchange losses are
taken to consolidated loss for the year and unrealised exchange gains are deferred,

being recorded on the liabilities side of the accompanying consolidated balance sheet
under “Deferred income”.

J) Income and expenses

Income and expenses are recorded according to the accrual method, that is, when the
actual flow of goods and services takes place, regardiess of when the related monetary
or financial flow takes place.




However, in accordance with the accounting principle of prudence, the Group CSI only
records profits realised at the end of the year, while foreseeable risks and losses, even
only possible ones, are recorded as soon as they are known.

Furthermore, as Note 1 indicates, as of January 1, 1995, the operations of the branch
of activity contributed by AHV and ENSIDESA to CSI Planos, S.A. are, for accounting
purposes, deemed to be carried out by the latter. Therefore, as established in the deed
of contribution, the profits generated by these activities during the first quarter of
1995 correspond to CSI Planos, S.A. These results were calculated as though the
contribution date had been January 1, 1995, with the labour, production and financial
structure envisaged for the new company during that period.

k) Classification of debt as short- or long-term

In compliance with the Spanish National Chart of Accounts, debt is classified on the
basis of the term to maturity at the end of the year, that is, debts maturing in under
twelve months are classified as current liabilities and those maturing at over twelve
months as long-term debt.

{6) NEGATIVE CONSOLIDATION DIFFERENCES

The balance of this caption in on the liabilities side of the accompanying consolidated
balance sheet, after the allocations as described in Note 3-b, basically arose from the
investment in SIDMED,

(7) TANGIBLE FIXED ASSETS

The variations in 1995 in the different accounts of tangible fixed assets and in the
respective accumulated depreciation for the year 1995 were as follows:




Millions of pesetas

Incfusions arising from
contribution of

branches of Balances at
Balances at activity " December 31,
January 1, 1995 (Note 1) Additions  Transfers  Retirements 1995
Cost:
Land and structures
Land and natural IeSOUICES.....evwerrersiurerass — 4,616 - - (44) 4,572
Buildings and other structures........ - 89,767 70 242 (549) 89,530
Technical instatlations and machinery............ - 266,594 17 1,718 (6,580) 261,749
Cther installations, tools and furniture ......... - 1,257 1 12 49) 1,221
Advances and fixed assets in pragress......... 730 14,253 (2,019 — 12,964
Other fixed a$SELS vovvrorrerrercsrssse s enenene
Transport equipment ......... — 4,246 — 4 {72) 4,178
Data-processing equipment ... — 3,947 — 9 (4) 3,952
ReplaCEMENLS .....oueeee et sirines e - 7,289 — 34 (377 6,946
- 378,446 14,341 — (7,675) 385,112
Accumulated depreciation:
Buildings and other structures ........coevveren.. - (56,053) (2,773) e 157 (58,669
Technical instaliations and machinery ........... — {177,933) (14,560) — 6,524  {185,969)
Other instaltations, toels and furniture............ - (955} (52) - 48 (859
Qther fixed assets
Transport QUIPMENE ........cveeereerereecesraen - (3,433} 97 - 72 (3,458)
Data-processing equipment ... - (3,470} {154) - 4 (3,620)
Other tangible fixed 55815 .oucuviviciireiren. - (5,265} (28) — I (5,292
— (247,109) {(17,664) — 6,806 (257,967)
— 131,337 127,145

During the year the Group began to invest in refurbishing the head production plant in
Verifia (Gijon), the LDIll Steelworks and the semi-continuous mill in Avilés, all of which
are owned by CSI Planos, S.A. The investments approved amounted to a total of
approximately 57,335 million pesetas, of which approximately 47,000 million went to
the head ptant in Verifia. Most of the amounts included in the column headed
“Retirements” of the above table refer to facilities that have been dismantled as part of
the aforementioned refurbishing process.

Mortgages on tangible fixed assets

The loan granted by the European Coal and Steel Community is secured by a mortgage
on the Etxebarri plant, owned by‘ CSI Planos, S.A,, with a net book value of
approximately 15,268 million pesetas at December 31, 1995 (see Note 13).

A further loan granted by the Banco de Crédito Industrial, S.A. is secured by a
mortgage on a considerable part of the 16,899 million pesetas of net tangible fixed
assets of SIDMED. At December 31, 1995 the outstanding balance was 987 million
pesetas (see Note 13).




Other aspects -

At December 31, 1995, the Group had ongoing commitments to its fixed asset

suppliers of in respect of investments under way amounting to a total of 38,562
mitlion pesetas.

Also, at December 31, 19985, fixed assets totaliy depreciated amounted to
approximately 114,000 million pesetas.

(8) FINANCIAL INVESTMENTS AND GROUP, ASSOCIATED
AND RELATED COMPANIES

a) Financial investments

The breakdown of “Financial investments” in the accompanying consolidated balance
sheet at December 31, 1995 is as follows:

Millions
of pesetas
Holdings in associated companies
consolidated under the equity
NELNOA {NOTE 2) teeeeeeiveereeerersesesssneessesssesssnseessaneseesansarsssnnesesssn 15,351
Long-term securities portfolio........cccviiiiinnnsmsisss . 313
Other long-term l0@NS.....ccocveriiiiiiii s 791
Long-term deposits and gQUArantees ......cccmniieeeecmmmninsiersseenssseeennes 14
LESS - PrOVISIONS ciiiieiiieciecrmnnnerrirrreeteaeeeeseersrssnessessssraresassannsannsees amn

16,458
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b) Balances and transactions with Group, associated and related companies

The following table lists the transactions cé{rr";ed out from April 1, 1995 by the CGroup
with investees consolidated under the equity method, and Group and other related
companies: ) - '

Millions of pesetas
Other related

investees companies
Net turnover and other operating income
CS1 Productos LArgos, S.A. e smrammnsassnssarenaasasenenss — 31,530
CS] Transformados, S.A e amnrssssmrasserisssnsesssassensness — 31,106
Altos Hornos de VIiZCaya, S.A. cerermmsrsmssnssmnrassansssseneess — 4,611
SONAC 1o osreersecserrsnsvaensemsasisesas s e sas s s e — 6,611
TRy SR ruunreseerseesessssnessras s s — 1,383
EITHISTARE «vresveeeensssranesssasrrraesrsaseasnsassassssasnsanbassarsssasansree s 3,104 —
CLONVAITE GIOUD eevrrerrsssnrassmessssnmsssnsnsismsanassasssmstsssessssnestss 19,721 —
Alfonso Gallardo GroUD ..ooveesrssssssssessssnesasssssssasssesmmntess 8,017 —
ENSIDESA . cveeueerinsamseessortasssrsasmssneasasnsasasasssbssansssssssssnas sainss _— 3,175
COSIMET GIOUD coveeerrerisnsssesmssenrssssssassssssnssensantansarsssssmntnsess 5,387 —
BiSHOPSGALE GIOUP ovscesressinsassmssissssssrssssamssassssor sttt 3,694 —_
FIASA o.oooes e seeessssesssessesssmsamasassasasssasasasasasas st s s 3,083 —
o T OSSP S 415 —
44,321 78,416
Profits generated in the branch of activity
during the first quarter (Note 1)
ENSIDESA eveveesmerescosssrranasastsssarassasssssmesaasassassssaneanasse s st —_ 7,971
Altos Hornos de VIZCaya, S.A. cueerrsmsrerssmsssssensassnsss — 2,849
— 10,820
Other income
ENSIDESA o.vvsrevsesessesersrmssasisnsmsssamasmssanasasassosssssusnescnsasssess — 593
o T PO S L 86 —
86 593
Supplies
CS1 Productos LArgos, SA. s imssessssnnsrssaseseess — 2117
Companhia Hispano-Brasileira de
PEIOLIZACAO, S.A. ceurrrunmaremassarssssassanssassasasasmsrass s e 5,205 —
Altos Hornos de VIizeaya, S.A. coesmmmesesmnsnassmsssmenensss — 51,802
OO e nnieenveeesenssnsncessasanamssanssansasenas o vveseesnsassanvesstssassseesasar 167 377
5,372 54,296
Other operating expenses
CSt Corporacion Sidertirgica, - WU PRSI T — 785
CSI1 Productos LArgos, S.A. o rimmssnsssssmsassmssmmsnssmmen s — 511
ENSIDESA o.vrereeressseserseeesarsasssasbsasssssnsmspasassnausssassssasssss s —_ 3,409
@I v en o eseesseessanssasarsssasnsasusasmsbsase s s s s S 322 123
. 322 4,828

Financial eXpemses ....owesinsssssmmssmsaras e e 599 77




Furthermore, CSi Planos, $.A. signed an agreement with Aceria Compacta de Bizkaia,
S.A. (see Note 1), a company whose plant is currently under construction. According to
this agreement, Acerfa Compacta de Rizkaia, S.A. undertakes to supply, and CSl
Planos, S.A. to acquire, all its hot-rolled coil production for a period of 10 years from
commencement of activity.

During 1995, CSI Planos, S.A. sold 1,058,713 tonnes of pig iron and 142,453 tonnes of
slabs and other by-products to ¢Sl Productos Largos, S.A. It has also charged expenses
incurred in relation 10 overheads, supplies, commercial costs and other expenses to
CS| Productos Largos, S.A.

As a result of the above transactions, the cituation of Group accounts payable to and
receivable from investees and Group and other related companies at December 31,
1995 was as follows.

Millions of pesetas
Other related

Investees companies Total
Accounts receivable:
CSl Productos Largos, AL crieerrcsnreesarniasananes —_— 7,915 7,915
CS Transformagdos, S.A.messsenserssemssesess — 11,964 11,964
Altos Hornos de Vizcaya, S.A. cerresmesneeees — 1,044 1,044
SOIIAC +ovevansrarererermsssmsasssaassasnsasasmamsssssmsssssssss — 2,240 2,240
GOMVATTT GrOUR . couessssssnsanssssssssessemssasansnesessss 2,400 — 2,400
BiShOPSGALe GrOUP cevvmsrmrmsesmasssrsrmsssearissesssss 2,129 — 2,129
EMHISIORE 1evveeeerrsrsanesnssnssesssmserassnsnemin st 1,304 — 1,304
ENSIDESA .cuvreresessssmsasssassrassinsassasarsssssisss st — 748 748
OUNE s eeeeeeseresesrasnssasssassssar s smsus e e ssssensses? 1,156 562 1,718
6,989 24,473 31,462
Long-term creditors:
CS) Transformados, S.A. woeemsmmmremmnsssenees — 53 53
— - 83 53
Current liabilities:
Companhia Hispano-Brasileira
PelOtiZACA0, S.A.  rrcrieamsanmrrnsismsnnne e 1,963 — 1,963
Altos Hornos de Vizcaya, SA, cerereannesrrnanassans — 29,627 29,627
ENSIDESA veevermsssrsssessasssnsnessnaanasarsssanssssseraess —_ 1,657 1,657
OBl aeeerireaareescessarasssssnaanasspnssessanmranes st 294 2,044 2,338
' ' 2,257 . 33,328 35,585




(9) SHORT-TERM FINANCIAL INVESTMENTS

At December 31, 1995, the “Short-term securities portfolio” caption in the
accompanying balance sheet basically included the cost of investments in fixed-term
deposits and Treasury bills anid bonds, and the related accrued interest receivable. The
annual interest rates of these investments at year end varied between 8.1 and 9.65%
and all investments will mature in 1996,

(10) SHAREHOLDERS' EQUITY

The variations in the Shareholders’ Equity accounts in 1995 were as follows:
Millions of pe‘setas

Subscribed Issue Transfation Prefit or loss for

tapital premium differences the year

Opening BalanCe .coom.uuseeeeerers oo oo 10 - - -
Capital increase through of non-cash

€ORLribUton (NOTE 1) .eeeesecroreeereessne o, 79,950 89,995 — —

Entry of companies into the Group.....eee........... — — 751 -

Profit for the year......o.evion, — - — 17,275

Balance at December 31, 1995...............__ 80,000 99,995 751 17,275

Share capital

Once the value of the contribution had been determined (Note 1), CSI Planos, S.A.
increased its share capital by issuing 7,999,000 shares with a face value of 10,000
pesetas, with an issue premium of 12,501 pesetas per share. 6,949,000 shares were
subscribed by ENSIDESA and the remaining 1,050,000 by AHV.

In this context, on April 24, 1995 the INI and DGPE acquired part of the shares of CS|
Planos, S.A., which were subsequently contributed to CS| Corporacién Siderdrgica, S.A.

Furthermore, CSI Corporacién Siderdrgica, S.A. acquired the remaining shares of CSl
Planos, S.A. from ENSIDESA and ARV, thus becoming the sole shareholder of CSi
Planos, S.A.

At December 31, 1995, the share capital of CSI Planos, $.A. consisted of 8,000,000
totally subscribed and paid-up shares with a face value of 10,000 pesetas each. Since
the sole shareholder is CSi Corporacién Siderdrgica, S.A., CSI Planos is a sole-
shareholder company and is registered as such in the Mercantile Register. CSi Planos,
S.A. does not hold any contracts with its sole shareholder.




Legal reserve -

In accordance with the Corporations Act, as amended, companies are obliged to
transfer 10% of their profits for the year to a legal reserve until such reserve reaches at
least 20% of the share capital. The legal reserve may be used to increase share capital,

providing that its remaining balance does not fall below 10% of the increased capital
amount.

Apart from the aforementioned purpose, unless this reserve exceeds 20% of the share
capital, it may only be used to offset losses, provided that no other reserves of
sufficient quantity are available.

Issue premium

The Corporations Act, as amended, expressly allows the balance of the issue premium
to be used to increase capital and does not establish any specific restrictions regarding
the availability of this balance.

Translation differences

The amount recorded under this caption relates in full to the differences generated by
the Group’s investment in Hispanobras (Note 2).

(11) MINORITY INTERESTS

The balance included under this heading in the accompanying consolidated balance
sheet records the value of the minority shareholders’ interests in the consolidated
companies SIDMED and GALMED (Note 2). The balance of the “Profit or loss allocable to
minority interests” caption represents the minority shareholders’ share in the year's
results.

The breakdown of this caption in the accompanying consolidated balance sheet at
December 31, 1985 is as follows:

Millions of pesetas

Adjustment
to the vatue
Losses of certain
from previous assets Profit or loss
Company Capisal Reserves years (Notes 1 and 3-b) fortheyear = Total
Siderdrgica det Mediterranes, S.A.omeiicns 5,687 1,339 (1,283) (1,788) (743) 3212
Galvanizaciones del Mediterrineo, S.A.......... 3,925 — (12 (786) 188 3,315.

9612 1,339 (1,205  (2574) (355) .. 6527




The above amounts recorded as adjustments to the value of certain assets correspond
to the adaptation of the following items to the Group valuation methods (Notes 5-a

and 5-b):
Millions
_ of pesetas
SLATT-UD EXPEISES crinrrrirsersirnansssrerrrnereasrennrnrsssrssnsisessansssiesssnsasrrens 642
Tangible fixed @sSeL5 .ot s e e e e 1,932
2,574

{12) PROVISIONS FOR RISKS AND EXPENSES

The variations in this caption in the accompanying consolidated balance sheet during
the year were as follows:

] . Millions of pesetas

Pravisions for

pensions and

similar Others

i obligations provisions
- Balances atJanuary 1, 1995 v siisicasnnanaan - —
E Inclusion through contributions received (Note 1).............. 5,871 5,136

Net provisions charged to profit and loss for the year .......

) Personnel expenses (Note 19).....ccvvvvirienrirnnmnnnnnnnicn, 472 —
2 FIRANCIAI BXPEIISES 1ivviiirerrnirerrnrirrense e e riisesanssssans — 411
Extraordinary expenses (Note 20)....ccceerevvmmnrvecmnncicccnnans 1,311 10,000
Use for payments and other items ..o, (1,115) —
Closing balances at December 31, 1995..................... 6,539 15,547

At December 31, 1995, the amounts of these provisions were estimated to be
sufficient to cover the items stated in Notes 5-f and 5-g.




(13) PAYABLE TO CREDIT INSTITUTIONS

At December 31, 1995, the amounts of the unmatured bank credits or loans drawn
down by the Group and the prevailing annual interest rates were as follows:

Millions
interest rate of pesetas
European Coal and Steel Community (ECSC)
[N SWISS fraNCS i iveimrrrrrrrrsrrrenserremeessssisssssasontsernnssnes 1.875% 4,525
4,525
Banco de Crédito Industrial (NOte 7) ooeerrriiiiiiiiiiiininnnn, 5.5% 1,132
Loans and credits from financial institutions
IN PESELAS ..ciivei it e rerrr e e . Mibor + 0.375% 3,231
Loans to finance fixed assets
I PESBLAS vevvvrvvrarserreeeeeemeennanassasssrennassanserrerannnnnnnrnns Mibor + 0.75% 641
In foreign currency (DM) . .coiveiiiiiniiemmnneseee e Fibor + 0.5% 378
Trade bills disSCOUNTRA .. vierrrrrreeeeicraeraisaesasaaerenreamnenns 5,684
Accrued interest payable ... . 391
15,982
Less - short-term mMaturities vivver v eeriiirissesrereseeeenmemvansnnns 9,624
6,358

The balance of “European Coal and Steel Community (ECSC)” relates to an outstanding
loan that was received through the contribution of branches of activity (see Note 1).
The loan balance as of December 31, 1995 is repayable in equal annual instalments of
10,714,286 Swiss francs, the last of which is due to be paid in June 1999, The loan is

secured by a full mortgage on the Etxebarri plant (Note 7) and is guaranteed by an
insurance company.

At December 31, 1995, there were 14,479 million pesetas of unused loans and credit
lines.

The long-term debt matures as follows:

Millions

Maturity of pesetas
LI 72 OO 2,422
B F - SO PR 2,376
LS 1 L T RS U RN 1,560
6,358




Loan contracts generally require a number of conditions to be met with regard to the
structure of the balance sheet and other economic data. At December 31, 1995, ail the
stipulated conditions and clauses had been fuifilled.

(14) OTHER CREDITORS
The breakdown of this caption in the accompanying balance sheet at December 31,
1995 is as follows:
Millions
of pesetas
Creditors for acquisition of fixed assets:
TN PESELAS vttt ettt s e e et en e 3,465
IN FOreigN CUMTENCY 1iuiiueeeiiite et 36
‘ 3,501
. Payments pending on shares (NOte 2) ....ovuveeeeeveensvreeseseennn 185
Accrued wages and salaries payable .o..eoveeecvvveeeeeoeeeeeee 1,220
NON-trade Creditors......ovviuicrree et e e 3,439
8,345
Less - Short-term maturities ...oovvieeeeeeeeeieeeeeeeeeee e e e e oo 3,699
LONG-teIM MALULITIES ..vviveeeirieeieeete e seeee e s 4,646
The long-term debt matures as follows:
Millions
Maturity of pesetas
1007 e et e reeeens 2,397
T8 ettt 917
- FO00 e a e e s e 861
. 2000 and SUBSEQUENT YRATS .uvvveereereeeeerriereeeeereeeeeeeeeeeeee e eeesens 471
4,646
@




{15) PUBLIC BODIES

The breakdown of the balances with Public bodies at December 31, 1995 is shown
below:

Millions
of pesetas
Receivable from public bodies:
Tax Administration
VAT ittt eeeu e s er e s e e er e e e rranr yr e aa e eenme e ieeetaeasaareant et rsaae 3,539
Withholdings on income from movable capital.....cccccoeviiiinnnnins 12
Prepaid taxes (NOTE 18) i iieiiiereeerneerm e reccmme s e nerecmn e 1,073
L0 57T PN 17
4,641
Payable to Public bodies:
Long-term debt
Social Security Contributions .....cvricneneenme e ‘ 260
260
Current liabilities
Tax Administration
Withholdings on income from movable capital........ccccceeeeneenne. 3
Personal income tax withholdings ....c...cccoiiiiiinnin 1,245
VAT ettt tern s s re e eeetemm e eeean e eeeeaaare e eeaneta st aearerastaseesrannrns 414
Corporation taxX (NOTE 16) . ceeicereereni e rennr e e naeens 65,018
0] 1 7= SR U POURUOS U PPURUPNN 290
Social Security contributions
Current payables . e e ern e e e 919
Deferred pavables ... e 178
1014 07 GO PPN 500
9,567

(16) TAXATION

Corporation tax is calculated from the book profit determined by applying generally
accepted accounting principles, which does not necessarily coincide with profit for tax
purposes. CSl Planos, S.A, and its subsidiary companies file individual tax returns.




—_—t— .

The reconciliation of accounting profit per books to the taxable income for corporation
tax purposes is as follows:

Millions of pesetas

Increase Decrease Amount
Grouping of baok profits
for the year before corporation tax............ — — 19,180
Permanent differences .....oo.oeeeovveevvesiseon, 19,458 (25,809) (6,351)
Timing differences
Current Year .....ovoveeiveeeoeeeneeeeeo 3,066 — 3,066
Other timing differences.............coooevovooveon. 3,308 {(570) 2,738
Taxable income (profit for tax purposes) 18,633

The main items taken as permanent differences are increases in taxable income
through the recording of other provisions for risks and expenses (Note 5-9) and the
amortisation of the positive differences on the holding in different associated
companies (Note 3-b). The main decreases in taxable income generally relate to the
results for the first quarter of 1995 (Note 1) and to tax depreciation of fixed assets and
provisions incorporated through the contribution, amounting to 7,834 million pesetas.

The expense and amount payable in relation to corporation tax for the year are
calculated as follows:

Millions

of pesatas
TAX AL 35 et 6,522
Tax credits for investment and other .........oooveoooooo {504)
Net tax payable (NOte 15)...couuueurirecceeesenooooo 6,018
Tax effect of timing differences (Note 15} ..oveeeoooo (1,073)
Consolidated corporation tax expense forthe year....ooc.coovvvvonnn . 4,945

Most of the CGroup Companies have open to inspection by the tax authorities all the
main taxes applicable to them since incorporation (Note 1) or the last five years. The
directors of the different companies and of the Group do not expect that, in the event
of inspection, significant additional liabilities would arise and accordingly have not
made any provisions for this in the accompanying annual accounts.




(17) NET TURNOVER -

The detail of the net turnover of the Company for the last 9 months of 1995 is as
follows:

Millions
of pesetas
Iron and stee! products:

DOMESTIC MATKEL tevereiviereecererrrrmeessirer s et aaee 163,571

Foreign market
E e iitsemsemeennetessarsessshaarsnnestasasessbbatasnmasnasansntintarnestasnnasnunss 25,475
I BT COUNMETIES cennurriiiarsreeresaaeerrresannrirttisntansssansrnnssssssrassasanses 11,466
SEPVICES FENEIe .uoeeeererrieeresirrssrrrree s sse s erms ittt anaea 24,201
224,713

The sales of iron and steel products for the last 9 months of 1995 were as follows:

Tonnes
Hot-rolled products .. it 933,594
Cold-reduced and coated productS. . i 1,305,808
Semi-finished Products .o isn s 1,201,166
OtREF PrOQUCES eeerrretiiiiniisiesressersreestsetiissa s e b 371,466

3,812,034




(18) CONSUMPTION OF RAW MATERIALS AND OTHER CONSUMABLES AND
OTHER OPERATING EXPF.NSES

The breakdown of pdrchases, after deducting returns and volume discounts obtained,
and the changes in stock during the last 9 months of 1995 are as fo[lows_:

Millions
of pesetas
Purchases:
RAW MALRIAIS ...uceiriiccriieerceereirreseresnrr s ersessmneesssssessnsneressesssssssrses 72,806
FiniShed DrodUCLS cuevveeee ettt et as s s srareessee s s e neeesenaes 284
OTher SUPPIIES .ovvvvierireririaeeis e s e eesnssstesessteseseeseneessnnresasesanees
ANCIHArY Materials oo s e se e e eneee st v e rrrans 5,501
Consumables and SPAFES .uciieviviereeciiirersieecsneesssescsassoseesssnsens 12,433
. TranspOrt Of PUFCRASES oottt e eeeeesr oo vssseeesssessessmee s 9,574
Other oULSIdE EXPENSES uvivivirerericrerisrersieesirstsssnesesseessnesessesssnrens 25,841
\ 126,439
Change in stock:
RaW MATEIIAIS ...eveiieeececeieeercciesssins s ne e sssseees e ssssesreneeeensssnsanaess (1,082)
Other SUPPIES vvveiiceerecerrercirresbressac b s see e eesemeoesemeessessessssssnsassans {366)
124,991

The “Other operating expenses” caption in the accompanying consolidated profit and
loss account at December 31, 1995 comprises the following:

Millions
of pesetas

.......................................................................... 19,556
....................................................................................... 11,658
................................................................... 10,653
........................................................................................... 1,062
............................................................ 921
43,850

g
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(19) PERSONNEL EXPENSES -

The detail, by item, of personne! expenses for the last 9 months of 1995 is as follows:

Millions

of pesetas
SAlaries ANG WAGES ciuiiiverrrreensmsceaereriiiiseerserrssssrs s sessesnrnrans 22,215
Employer’s Social Security contribution ......ccccvvrivvivcenniin e 6,816

Period provision for pensions

and similar obligations (Note 12) .. 472
Other employee welfare eXpPenses o ccriiieenniiiisss e rearanees 462
29,965

The following table shows the average number of persons employed during the last 9
months of 1995, according to professional status.

Number
of employees

[ E T T T =T S IV ULV OO PP PRI TO PP PPN 24
Technical staff.. e e 2,724
K e iiiiivieiir e et vrirreaee s s m s eareanraern s raresan e reenraean e r e e antan b ababssaies 560
WoTrkers and aUXITAri®S cov v eerrreeerrer e s staic s eanna e raaaas 4,424

7,732

(20) EXTRAORDINARY EXPENSES

The extraordinary expenses at December 31, 1995 were as follows:

Millions
of pesetas
Amortisation of positive differences
in shareholdings (Note 3-B) . 8,334 j
Period provisions for risks and expenses (Note 12).....cuvvvmmnunnnnns 11,311 )
031 3T S OO OO U 18

19,663




(21) COMPANIES’ RESULTS

The contribution of each of the companies consolidated to the year's results is shown
below:

Miltions of pesetas
Profit or loss

allocated to
Consolidated minority Interests

Company profit or loss {Note 11) Total
CSIPRANOS, S.A it eeeee e e e e anans 17,091 — 17,091
SIDMED ottt reeeeaneeneannn (808) 743 (65)
GALMED Lot eeeeeee e e e eeeee e 385 (188) 197
Cortes y Aplanados Siderirgicos, S.A...u......... 52 e 52

16,720 555 17,275

(22) DIRECTORS’ REMUNERATION AND OTHER BENEFITS

In 1995, the Group Companies did not record any remuneration earned by the board of
directors. Furthermore, no loans have been granted and no commitments in respect of
pension funds, life insurance or other similar policies have been entered into by the
Croup Companies to their respective Boards of Directors.
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Proposed resolutions submitted
- to the Shareholders’ Meeting

At the meeting of March 28, 1996, the Board of Directors agreed to hold a Shareholders’ Mee-

ting on May 9, 1996. The proposed resolutions, which were approved by the shareholder, were
as follows, in keeping with article 95 of the Corporations Act:

ANNUAL ACCOUNTS

To approve the 1995 Annual Accounts and Management Report of both CSI Planos, S.A. and
its consolidated group as drawn up by the cempany directors.

_CONDUCT OF BUSINESS BY THE BOARD OF DIRECTORS
To approve the Directors’ conduct of the business in 1995,

ALLOCATION OF PROFIT

To approve the allocation of the year's profit of CSI Planos, S.A., which amounts to

16,845,244,420 pesetas, after payment of Corporation Tax and the transfer (1,684,524,442 pe-
setas) to the legal reserve, as follows:

= Dividend: to distribute a dividend of 7,200,000,000 pesetas (900 pesetas per share) to
the shareholder, representing 43% of profit.

« Voluntary reserves: to set up voluntary reserves for a total of 7,960,719,978 pesetas,
corresponding to 47% of profit.




Board of Directors

Chairman D. José Manuel Garcia Hermoso  Executive Chairman of
CS! Corporacion Sidertrgica, 5.A.

Managing Director D. Acacio Rodriguez Carcia Managing Director of
CS! Corporacion Siderurgica, S.A.

Director D. Juan Estarellas Balle Corporate Control Manager of
. CSI Corporacion Siderurgica, 5.A. v
Secretary D. Enrique de la Torre Martinez Board Secretary and Legal

Affairs Manager of
CSI Corporacion Siderurgica, S.A.
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Management Committee

Executive Chairman

Managing BDirector

Operations Manager

Technology and Quality
Manager :

Marketing Manager

Finance Manager

Human Resources Manager

D. josé Manuel Garcia Hermoso

D. Acacio Rodriguez Garcia

D. Guiliermo Ulacia Arnaiz

D. Carlos Avello Pérez

D. Angel Préstamo Diaz

. Juan Estarellas Balle

D. Emilio San Miguel Menéndez




Main investee companies

SALES AND MARKETING DIVISION
INFISA, GmbH

Kaiser Friedrich Ring, 46
Dusseldorf {(Alemania)

Share capital: 100,000 DM
CSl Planos, S.A, holding: 100%

Import, acquisition and marketing of iron and steel products

. ENSITALIA, S.R.L.

Piazza VI Febbraic, 16 - 2.° piano

Milan (italy)

Share capital: 20 million liras

CSl Planos, S.A. holding: 100%

Marketing of iron and steel products, market surveys, technical assistance and representation

ENSISTEEL, INC,
745, Fifth Avenue New York 10.151 (USA)
Share capital: 50,000 $
CSI Planos, S.A. holding: 100% |

Market surveys, representation, provision of services and technical assistance in the US and
. Canada

TRADEN, S.A. (TRADENSA)
Apartado 168
33600 - Mieres (Asturias)
Share capital: 10 million pesetas
CS! Planos, S.A. holding: 100%

Import, export and marketing of iron steel products and raw materials




CORTES Y APLANADOS SIDERURGICAS, S.A. (CASISA)
Zona Franca, calie Motores, 2-8
08004 - Barceiona
Share capital: 50 million pesetas
Cs! Planos, S.A. holding: 100%

* Purchase, sale and processing of tinplate

GONMSIDER, S.L.
Share capital: 1,983 million pesetas
CSI Planos, S.A. holding: 35.56%

The company holds 62.08% of Gonvarri Industrial, S.A.

GOMNVARRI INDUSTRIAL, 5.A.
Share capital: 4,973 million pesetas
CSl Planos, S.A. holding: 7.93%

Storage, shearing and processing of iron and steel products

COMERCIAL SIDEROMETALURGICA, S.A. (COSIMET)
Share capital: 438 million pesetas
CS1 Planos, S.A. holding: 60%
The company holds 50% of the capital of “Laminaciones Velasco, S.AT

It is a services company which markets and distributes iron and steel products

ALFOMSO GALLARDD, 5.A.
Share capital: 200 million pesetas
Csl Planos, S.A. holding: 30%

Marketing of iron and steel products

GONVHIASA, S.L.
Share capital: 750 million pesetas
€Sl Planos, S.A. holding: 17.87%

This company has a 55.96% stake in HIASA




HIERROS Y APLANACIONES, S.A. (HIASA)

Share capital: 500 million pesetas
CSl Planos, S.A. holding: 5%

Metal processing and marketing of processed products

FERRALCA, S.A.

Share capftal: 11.57 million pesetas
CSl Planos, S.A. holding: 10%

Marketing of iron and steel products

RISHOPSCATE STEELS INTERKNATIOKAL LIMITED

South Way, Walworth Industrial Estate
Andover - Hampshire SP10 5NY
Share capital: 500,000 £CB

CSlI Planos, S.A. holding: 76%

Marketing and processing of iron and steel products

EMILSIDER, Sp A
Parma (ltaly)
Share capital: 13,130 million liras
CS1 Planos, S.A. holding: 30%

Marketing of iron and steel products

MEGACIO / JIMA COMERCIO SIDERURGICO, LDA,

Paimela (Portugal)
Share capital: 600 million escudes
CS! Planos, S.A. holding: 14%

Marketing of iron and steel products in Portugal




OPERATIONS DIVISION
SIDERURGICA DEL MEDITERRANEO, S.A. (SIDMED)

Carretera de Acceso IV Planta, PK. 3,9
46520 - Sagunto {Valencia)

Share capital: 17,500 million pesetas
CSl Planos, S.A. holding: 67.5%

The company's main activity is the manufacture of cold-reduced strips and zinc-plated
products

GALVANIZACIONES DEL MEDITERRANEO, S.A. (GALMED)
Carretera de Acceso IV Planta, RK. 3,9
46520 - Sagunto (Valencia)
Share capital: 8,010 million pesetas
CSi Planos, S.A. holding: 51%

Treatment and galvanisation of strip steel

COMPANHIA HISPANO BRASILEIRA DE PELOTIZACAQD, S.A.
(HISPANGBRAS)

Vitoria, Estado de Espirito Santo (Brazil)
Plant in Tubarao (Brazil)

Share capital: 44,680,000 reais

CSl Planos, S.A. holding: 49.11%

The company was incorporated in 1974 with Companhia Vale Do Rio Doce —CVRD— which
owns 50.89%.

It manufactures pellets and is CSI Planos’ main supplier of this product




OTHER INVESTEES

ENSILECTRIC, S.A.

Share capital: 100 million pesetas

¢Sl Planos, S.A. holding: 34%

Development and sale of integral control systems for industrial processes

ASTURIARA DE RECARGUES SIDERURGICCS, S.A

Share capital: 99.5 million pesetas

. S Planos, S.A. holding: 5%
g cylinders and equipment

ULK HANDLING INST. S.A. (EBHD

welding of rollin

EUROPEAN B

Share capital: 200 million pesetas

CS! Planos, S.A. holding: 11.2%

perating service of the bulk mineral handling dock in the Port of

management of the public 0
Gijon

ESCORIAS Y DERIVADOS, S.A.

Share capital: 100 million pesetas

(EDERSA)

S\ Planos, S.A. holding: 2.02%

. rRemoval

EUROPAISCHES ENTW.
Share capital: 2,500,000 DM

and use of blast furnace slag

€SI Planos, S.A. holding: 2%

Coke research




Addresses

Head Office
Paseo de la Castellana, 91
28046 - Madrid - Spain
Telephone: 91 - 596 94 00
Fax: 91 -58695 10

Sales Division
Paseo de la Castellana, 91 - 3.2 planta
28046 - Madrid - Spain
Telephone: 91 - 596 94 34
Fax: 91 - 596 94 10

P. O. Box 90
33480 - Avilés (Asturias) - Spain
Telephone: 98 - 512 60 92
Fax: 98 - 512 60 48

Carmen, 2
48901 - Baracaldo (Vizcaya) - Spain
Telephcne: 94 - 48942 12
Fax: 94 - 489 41 20

Factories:
Avilés:
P. O. Box 90
33480 - Avilés (Asturias) - Spain
Telephone: 98 - 512 60 Q0

Gijén:
P 0.Box 570
33280 - Gijon (Asturias) - Spain
Telephone: 98 - 518 70 00

Vizcaya: i
Equeteaga-Uribarri, 34
48004 - Etxebarri (Vizcaya) - Spain

Telephone: 94 - 489 40 00




Published by the Communications dep

Design and Production: SPAINFO, S.A.

pPrinted on ecological paper

artment of CSi Corporacion Sidertirgica, S.A.




