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Company overview

� OneSteel is Australia’s premier manufacturer of steel long products and a 
leading metals distribution company in Australia and New Zealand

• FY08 revenues A$7.4 billion

• Leading market share in both Australian and New Zealand sectors in which it 
operates 

• Markets more than 40,000 products to over 30,000 customers 

� Vertically integrated from mining through to distribution:
• Materials

• Manufacturing

• Distribution 

� Merger with Smorgon Steel in August 2007 complimented OneSteel’s 
existing business

• Enhanced vertical integration by providing a larger presence in the recycling 
business

• Increased product offerings including grinding media, rail & forge and LiteSteel™
beam products
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Company overview

� Consistent growth to FY08 
reflects strength of the 
integrated business model 
despite operating in volatile 
markets

� Self sufficient in iron ore and 
ability for self sufficiency in 
scrap metal

� Recycling business provides 
partial offset in period of 
dramatic change. Flexible 
model stabilises returns during 
times of volatility

� Strong channel and market 
positions in Australia

1

FY08 includes acquired Smorgon Steel businesses from 20 August 2007

FY08 results exclude the impact of restructuring costs and impairment of plant and 
equipment associated with the integration of the Smorgon Steel Group and Australian 
Tube Mills businesses

History of consistent growth
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� Leading market positions in Australia
� #1 in General steel distribution

� #1 in Reinforcing

� #1 in New Zealand general distribution

� #2 in Recycling in Australia

� #1 in Wire

� Strong position in niche markets

� Rail wheels

� Grinding media

� Mining ropes

� Rail

� Fluid transmission

� Iron ore business increasing to 6mtpa with good quality hematite iron ore  

� Vertically integrated operations stabilises returns in volatile markets

� Self-sufficient in iron ore and ability for self sufficiency in scrap

� Flexible steel production

• Integrated and EAF process enables production flexibility

� History of solid cash generation

� Strong distribution capabilities 

� History of solid improvement in key business metrics

Investment merits

Company overview
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Company overview

� Industry market positioning
� Recycling – major national player

� Iron ore – established customer 
relationships

� Australian long products market leader
- 2.8 million tonnes steel capacity
- Employs 10,000+ in Australia & New 

Zealand
- Leading market shares for key products

� Strong market position
- 2007 merger with Smorgon Steel
- Niche positions in grinding media, mining 

ropes, rail & rail wheels, and fluid 
transmission 

� Restructured business
- Aligned production with demand 
- Exited unprofitable segments
- Rationalised facilities and optimised

supply chains to increase footprint with 
facilities closer to market and expand 
product and service offers

� Competitive advantages
� Vertically integrated business

- Full value chain:
- Resources & recycling

- Steel production

- Value-add rolling mills
- Distribution

- Integrated model and EAF enables flexible 
production

- Some ability to arbitrage slab and long 
products 

- OneSteel recycling business provides partial 
offset against price volatility

� Self-sufficient in high quality iron ore
- Iron ore requirements internally sourced
- Proven magnetite iron ore reserves to at least 

2027

� Leading metals distributor
- Strong in-market presence with 200+ sites, 

centres & franchises
- Well positioned in regional areas close to 

market 

Competitive advantages & market position
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Company overview

• OneSteel operates through the value chain extending from steel making materials supply, to 
steel making and conversion mills, to final processing and distribution, with the capability to 
manufacture and market a broad range of metal products and related services.

INTEGRATED BUSINESS CHAIN

VALUE CREATION MODEL
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Materials Distribution
END MARKET POSITIONS

SUPPLY VALUE CHAIN BENEFITS

Manufacturing
VALUE ADD
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Business segments

Merchandising
Metaland

Piping Systems

Sheet, Coil & Aluminium

Midalia Steel

Steel and Tube

Fagersta

Coil Coaters

Pipe & Tube Mills
Oil & Gas Pipe Mill

Precision Tube Mills

Structural Tube Mills

LiteSteelTM Technologies

Australian Reinforcing Company (ARC)

OneSteel Reinforcing

Whyalla Steelworks
Structural Rolling Mills

Rail Products Facilities

Slabs &  Billets

Steelmaking by-products (e.g. coke)

Laverton Steel Mill
Electric Arc Furnace

Laverton Rolling Mills

Sydney Steel Mill
Electric Arc Furnace  

Sydney Bar Mill

Waratah Steel Mill
Electric Arc Furnace

Bar Mill  

Rail and Forge

Grinding Media

Newcastle Rod Mill

Wire Mills
Newcastle Wire Mill

Geelong Wire Mill

Wire Ropery

Iron ore mines
Iron ore lump

Iron ore fines

Pellets

Ore by-products

Dolomite mines

Australian Recycling

International Recycling

DistributionManufacturingMaterials

New Zealand Distribution segment not included

Summary of businesses / assets that comprise segments 
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Business segments 

� Supplies steel making raw materials to steel mills and foundries
primarily in Australia and Asia, as well as other parts of the world

• Comprises OneSteel’s iron ore and dolomite mines as well as Australian 
and international recycling businesses acquired on August 20, 2007 that 
collect, process and sell ferrous and non-ferrous scrap

� Project Magnet converted the Whyalla business from hematite ore 
based steel production to a magnetite based production, allowing
hematite iron ore to be exported to overseas steel makers

� Products are primarily iron ore lump and fines with some pellets and 
ore by-products such as centrix and filter cake

� Recycling sources scrap metal from the rural, mining, demolition
and manufacturing industries, and from the general public.  Scrap is 
processed and traded in Australia, Asia and the US

Iron ore mines Dolomite mines

Australian recycling International recycling

Materials
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Business segments

Manufacturing
Whyalla Steelworks Rod, Bar & Wire 

Waratah Steel Mill Rail & Forge

Grinding Media 

� Whyalla – manufactures semi finished and finished products

� EAFs – all have downstream facilities

Rod & Bar725,000Melbourne (Laverton)

Rail wheels, Forging, 
Grinding Media & Bar

280,000Newcastle

Mebar & Rebar625,000Sydney (Rooty Hill)

ProductsCapacity (Tonnes)Location 

Building and construction projectsStructural products

Government and private operatorsRail & Rail sleepers

Structurals and Flat steel product customersSlabs

Rails & rail products, StructuralsBloom 

OneSteel rolling millsBillets

End useProducts

� Includes an integrated steelworks at Whyalla (SA), 3 electric arc 
furnaces (EAFs), 3 bar mills, 2 wire mills, 2 rod mills, 1 ropery, a 
rail and forge facility and grinding media sites in Australia, 
Indonesia & the United States and 
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Business segments

Distribution

� A leading distributor of a diverse range of metal products to 
resellers and end-users

� Approx. 100 general steel distribution outlets in Merchandising business supported 
by an additional 40 Metaland franchises. These businesses process and distribute 
steel sheet and coil, steel plate, steel structural products, merchant bar, steel rods 
and angles, steel pipe and tube, aluminum products, stainless steel products, piping 
systems valves and fittings 

� Steel in Concrete comprises OneSteel Reinforcing and the Australian Reinforcing 
Company (ARC). The two businesses, operating from 76 sites around Australia, are 
the leading suppliers of steel reinforcing products to the Australian building and 
construction industries

� Australian Tube Mills is Australia’s largest structural pipe and tube manufacturer. 
ATM supplies hot dipped galvanized CHS, KleenKoteTM coated tube, SupaGalTM, 
Duragal©

� Oil and Gas and Precision Tube Mills  

� OneSteel Coil Coaters manufactures and distributes pre-painted metal products. 
Coil Coaters coats approximately 20,000 tonnes of steel coil, for use in fencing, 
shed and coolroom panel applications

� LiteSteel™ Technologies was established in 2004 to market LiteSteel™ beam - a 
light structural beam with the strength of steel and the affordability of timber

Steel & Tube Steel in Concrete

Pipe & Tube LiteSteelTM Technologies

Sheet, Coil & Aluminium Piping Systems

Metaland Australian Tube Mills
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Business segments

New Zealand Distribution

� New Zealand Distribution operations consist of OneSteel’s 
50.3% shareholding in Steel & Tube Holdings Limited, 
New Zealand 

� Steel & Tube Holdings is a leading distributor of long steel 
products in New Zealand and has a diverse customer base 
predominantly in the construction, manufacturing and 
agricultural sectors
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Trading update

� In April:
� Announced a further reduction in steel making production at 

Sydney and Laverton EAFs
- in response to lower than expected sales due to more extensive market 

destocking than anticipated and lower underlying demand
- indicated that previously flagged production ramp-up for FY09 was 

likely to be slower than expected

� Announced revised FY09 Net Operating Profit After Tax guidance 
of around $200m1 , down from range of $325–375m1 

� Trading conditions during March were particularly challenging due 
to the three key factors below.  These conditions continued through 
April

- falling iron ore prices
- lower demand
- reduced margins

1 Before any non-recurring significant items that may be incurred in connection with cost reductions under its “back to basics” 
initiatives and any impairment losses that may result in the full year
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Trading update 

� Materials segment being impacted 
by lower than expected spot prices 
and difficulty in achieving contract 
prices

� Spot prices for iron ore have again 
fallen, after a period of steady 
improvement from the lows of last 
year

� Still on track to achieve 5Mt of iron 
ore sales in FY09

� Significant shift in sales from 
contract to spot prices

� Little to no premium for lump sales 
in this environment

Falling iron ore spot prices

Iron ore spot prices (Indian ore)
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Trading update

� Distribution and Manufacturing segments have been impacted by 
deeper than expected market destocking and lower underlying 
demand

� Initial destocking phase – removal of excess inventory

� Further destocking phase – customers’ cash imperatives have 
increased focus on working capital management

� Expectations for demand recovery in final quarter of FY09 now lower

Lower demand
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Trading update 

� Reduced level of production has significantly increased cost of goods 
due to the spread of fixed costs over lower volumes

� The time taken to clear higher cost inventory has adversely impacted 
margins

� The benefits from reducing OneSteel’s inventory are less than 
expected in FY09 given the reduction is taking longer than originally 
expected

Reduced margins
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Trading Update

� In 2H09, it is expected that the 
Laverton and Sydney EAFs will 
operate at approximately 30% 
capacity

� This low level of utilisation is partly 
due to the impact of customer 
destocking

� It is estimated that without the 
impact of customer destocking, the 
EAFs would operate at 
approximately 45% capacity

Inventory
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Capital Raising

� Announced completion of $584m institutional capital raising 20 April 
2009 – well oversubscribed

� Retail component closed 6 May 2009 – maximum possible proceeds 
$295m

� Purpose of raising:
• Positions OneSteel for current environment

- Prudent in light of weaker ongoing industry conditions
- Moves OneSteel to bottom of its 30%-40% target gearing range
- Improves credit metrics and provides additional headroom on debt 

covenants
- Provides flexibility to pursue growth opportunities

• Removes debt refinancing risk until 2011
- Provides flexibility should debt market conditions remain challenging in 

FY10
- $182 million of US notes maturing in April/June 2010 and $300m 

syndicated loan maturing September 2010 
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OperationsBalance Sheet

Response to global financial crisis

• Debt refinancing

• Inventory 
• Debtor management

• Capital expenditure 

• Dividend

• Cash forecasting
• Capital raising

• Production and operating levels

• Inventory 
• Cost reduction

• Market positions

• Progressing growth of iron ore business

“Back to basics” key areas of focus

Balance sheet and operations reset for market downturn 



20

Response to global financial crisis

� Operations
� Production cuts to bring operating and inventory levels in line with demand

- Made aggressive cuts early rather than spread cuts over balance of 
FY09

- Flexibility provided through EAF and Blast Furnace mix

- Variable EAF cost base 

- Blast Furnace reduced to bottom of normal operating range
- EAF production cuts at Sydney and Laverton 

- Downstream mills have had generally similar changes to operating
levels

“Back to basics” key areas of focus
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Response to global financial crisis

� Cost reduction
• New simplified organisational structure

• Review of support services 

• Discretionary spending

• Overtime

• Contractors and casual labour

• Employee use of annual and long service leave

• Shift levels and roster arrangements

“Back to basics” key areas of focus
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Response to global financial crisis

� Balance Sheet
• Working capital and inventory benefits from reduction in production and 

operating levels

• Cash conservation: cost reductions, purchasing, lower capital 
expenditure, and lower interim dividend

• Early refinancing of 2009 maturing debt

• Increased focus on debtor management
• Focus on debt reduction and strengthening balance sheet - Capital 

raising announced 16 April 2009 

• Increased focus on forecasting

� Market position
• Encouraged by state and Federal Government initiatives to increase 

activity levels

• Operating and cost base being adjusted to match activity levels

“Back to basics” key areas of focus
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Response to global financial crisis

� Summary
• Production adjustments result in estimated FY09 steel make for Sydney 

and Laverton EAFs being reduced to 725 thousand tonnes  (FY08 
approx. 1.3 million tonnes)

• Estimated FY09 steel make at Whyalla reduced to 1 million tonnes for 
FY09 (FY08 approx. 1.2 million tonnes)

• Reduction in direct and indirect (contractors) workforce of 
approximately 1200 FTEs between November 2008 and April 2009

• Based on current view of market further significant adjustments to 
operational and support costs are likely to be made during balance of 
2009. An update will be provided at FY09 results in August  

• Balance sheet strengthened through capital raising (institutional 
component completed - $584m, retail component maximum possible 
$295m)  

“Back to basics” key areas of focus
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Outlook for FY10 – market conditions

� Australia

� A modest increase in underlying demand

� Improvement through stimulus activity in residential construction, flowing to 

other construction later in the year

� To focus on delivering value to customers through offer flexibility and 

reduced risk

� International

� International stimulus packages biased towards long steel products

� International steel is expected to have overcapacity in the near-term and 
this will impact prices for steel and steel making inputs

OneSteel expects:
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Outlook for FY10 – OneSteel factors

� Benefits from resetting the cost base of the business

� Benefits from increased production

� Benefits from lower raw material costs – especially coal

� Increased proportion of EAF production averaging steel cost down

� Full year benefit of Smorgon Steel cost synergies to be realised

� Increase in annualised rate of iron ore sales up to 6Mt

� Lower debt financing costs

OneSteel expects improvements from:
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Summary

� Expected earnings outcome for FY09 disappointing due to impact of 
global financial crisis

� FY09 affected by specific period events
- Falling iron ore prices
- Lower demand 
- Reduced margins

� Progressing cost reductions in operational and support areas

� Sound basis for improvement in FY10

� Well placed to manage through the downturn with leading market and 
strong niche positions and manufacturing flexibility

� Much stronger balance sheet post the capital raising
� Gearing moves to bottom end of 30%-40% range

� Debt refinancing risk removed until 2011



APPENDIX
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1H09 financial overview

275US note issuesFY15+

300Syndicated loan

75Inventory financing facilityFY11

110US note issues

171US note issuesFY15

40US notesFY13

Syndicated loan

Syndicated loan

Bi-lateral

US note issues

US note issues

Finance lease

Type of Facility

$2,898mTotal

1100

423

250

57FY12

72

24FY10

Facility 
Amount 

$m

Year of 
Maturity

Current summary of facilities

Conversion of USD debt at closing rate of 0.7265 (end April 09)

Excludes Steel & Tube Holdings facilities
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Inventory finance facility Finance lease

US notes Syndicated loan

Bi-latrerals

206

375

730

1,140

171

275

Debt facility maturity 

•All USD debt swapped to AUD other than US$230m designated as a hedge of US assets 

•Covenants for facilities vary but typically cover net worth, interest cover and gearing

•All syndicated loans and bilateral facilities are revolving facilities that are available for redrawing

•Capital raising proceeds being used to repay revolving facilities
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Engineering construction Non-residential construction

Residential construction Mining production

Manufacturing Agriculture

Automotive Export steel (incl NZ)

Estimated domestic segment contribution to OST domestic revenue (%)

- OneSteel management 
estimates for the 6 months ended 
31 December 2008 

- Percentages are approximate 
and exclude recycling and 
overseas production

OneSteel Key Steel Revenue Segments
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Federal Government’s proposed emissions trading scheme

� White Paper released in December 2008 

• Commits Australia to start CPRS (Emissions Trading Scheme) regime from July 2010

• Bills to be introduced into Parliament mid 2009

� There is still considerable ambiguity around scheme design, timing and its impact 

� It would appear Integrated iron and steel making and EAF steel making will achieve EITE status  

There is still some uncertainty over the level of transitional assistance

• Integrated iron and steel making likely to initially qualify for 90% level

• EAFs more uncertain but appear to qualify for 90% level

� OneSteel’s concern with the scheme has been that it would damage the competitiveness of the 

Australian steel industry and lead to increased emissions through carbon leakage, thus failing 

both economic and environmental policy objectives

� The Government announced on 4 May 2009 that it intends to delay the start of the scheme until 

2011 and make changes to the proposed scheme including the level of assistance to EITEs and 

the initial permit cost.  OneSteel is encouraged by the announced changes.

� OneSteel will need to assess the full implications of the announced changes including whether 

they sufficiently address the significant shortfalls in the scheme proposed in the White Paper

� OneSteel intends to work constructively with the Government on the scheme design to ensure it 

meets both the economic and environmental policy objectives 

Carbon Pollution Reduction Scheme – Update
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� OneSteel generated approximately 4.5mt of CO2-e per annum in FY08

� Emissions are driven predominantly by the iron and steel making component of 
activities at Whyalla and EAF steel making at the Laverton, Sydney and Waratah
sites.  These sites contribute approximately 87% of total emissions 

� Of 4.5mt of CO2 emissions 
• Scope 1 (direct) emissions approx 3.0mt CO2-e
• Scope 2 (indirect electricity based) 1.5mt CO2-e 

4.5Total

0.5Other 

OST total emissions per annum

1.2Laverton/Waratah/Sydney – Steelmaking & Rolling

2.8Whyalla - Steelmaking & Rolling

Million Tonnes CO2-e per annumProcess

FY08 emissions data corrected to be in line with National Greenhouse Emissions Reporting Scheme reporting standards and as reported in 2008 Annual Report

OneSteel’s Carbon Emissions
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� Solid operating performance despite deterioration in global and 
domestic conditions

� Operating net profit $215 million, up 131%

� Operating EBIT $401 million, up 99%

� Impact of deteriorating global conditions felt mainly late in half

� November and December sales much weaker than anticipated

� Adverse impact on inventory and debt as at 31 December 2008

� Materials segment affected earlier in half due to international nature of 
markets

� Interim fully franked dividend of 6 cents per share – down 2 cents on 

the previous corresponding period 

1H FY09  results overview
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1H FY09 results overview

�

�

�

�

�

�

�

�

�

�

�

141,9862,270Net debt (statutory)

% � �
1H081,2

$m

1H092

$m

8 

10.4%

7.8%

3

36.2%

6.3%

(15)

146

10.7cents

93

2 cents6 Interim dividend per share (cents)

3.8 pts14.2 %Return on funds employed

4.9 pts12.7%Return on equity

1 times4 Interest cover (times)

2.1 pts38.3%Statutory gearing (net debt/net debt plus equity)

3.4 pts9.7%Sales margin (EBIT)

333(65)Free cashflow

7438Operating cashflow

12824.4 centsEarnings per share (based on no. shares at end period)

131215Net operating profit after tax and minorities

Financial summary
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Trends in Key Financial Ratios1,3
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Trends in Key Financial Ratios1,3

Sales Margin (EBIT)
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Project Magnet Phase 2 - Update

� On track to increase sales to 5 million tonnes p.a. in FY09
� On track to increase sales to 6 million tonnes p.a. in FY10 

• All rail equipment (wagons, locos and necessary labour) now operating 

• Crushing and screening equipment in place
• Mining operation ramped up

• Materially increased capacity quickly and at little cost and risk

� Further work to determine the next steps and costs for unlocking the next 
increment of capacity expansion is progressing

� Extension and exploration work to increase reserves and resources
• $5 million spend in 1H FY09
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Reference Notes

� The earnings guidance for FY09 contained in this presentation has been prepared on the 
basis of the following assumptions:

� Before any non-recurring significant items incurred in connection with cost reduction initiatives.  Non-
recurring significant costs in connection with restructuring are expected to be incurred over the 
remainder of calendar year 2009, the timing of which is not yet certain;

� Before any impairment write down that may result in the full year, however the quantum (if any) of 
such impairment charges cannot be reliably estimated at this time;

� Before tax benefits. The company recorded a $15 million consolidation benefit for the 6 months ended 
31 December 2008 and expects to record an additional benefit of $30 million in the 6 months ending 
30 June 2009 in respect of a $55 million tax refund received in April 2009;

� Assumes iron ore sales of 5 million tonnes for the year ending 30 June 2009 and iron ore prices 
approximating mostly to spot prices around the current market level for the remainder of FY09;

� Includes $24 million profit on sale of trade marks and land recognised in the results for the 6 months 
ended 31 December 2008 – consistent with provision of earnings guidance in February 2009; and

� Assumes no material change to recent AUD/USD exchange rates.
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Reference notes

1. The financial information for the six months to 31 December 2007 and year ended 30 June 2008 have 
been restated to reflect the final fair value adjustments arising on acquisition of the Smorgon Steel Group 
from the date of acquisition on 20 August 2007. The Smorgon Steel businesses have been included in the 
financial information from the date of acquisition on 20 August 2007 only unless stated otherwise. 

2. The operating results presented exclude restructuring costs and impairment of plant and equipment 
associated with the integration of the Smorgon Steel Group and Australian Tube Mills businesses. The six 
months ended 31 December 2008 also excludes a tax benefit of $15m arising on finalisation of reset tax 
values on entry into tax consolidation. 

3. (a) The 2001 - 2004 results have been presented under previous AGAAP and have been adjusted to 
exclude goodwill amortisation from earnings. 
(b)The June 2005 financial information excludes the benefit relating to the reversal of impairment loss on 
transition to AIFRS on 1 July 2004 of $49.7m after tax. 
(c) The June 2004 and June 2006 financial information exclude tax benefits of $19.8m and $15.9m 
respectively arising from OneSteel�s entry into the tax consolidation regime. 
(d) The December 2007, June 2008 and December 2008 financial information exclude restructuring costs 
and impairment of plant and equipment associated with the integration of the Smorgon Steel Group and 
Australian Tube Mills businesses. The six months ended 31 December 2008 also excludes a tax benefit of 
$15m arising on finalisation of reset tax values on entry into tax consolidation. 


