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Corporate Governance

One of the elements in the
Corporate Responsibility strategy
is ‘transparent governance’,
showing ArcelorMittal's
commitment to visible
governance based on an
understanding of business redlity.
This section provides a summary
of the corporate governance
practices of ArcelorMittal,
including in particular the
practices of its Board of Directors.

Board of Directors, Group Management
Board and Management Committee

ArcelorMittal is governed by a Board

of Directors and a Group Management
Board. The Group Management Board

is assisted by a Management Committee.

Board of Directors

The Board of Directors is in charge

of the overall management of ArcelorMittal.
It is responsible for the performance

of all acts of administration necessary

or useful in furtherance of the corporate
purpose of ArcelorMittal, except for
matters expressly reserved by Luxembourg
law or the Articles of Association to

the general meeting of shareholders.

The Articles of Association provide that

the Board of Directors is composed of

a minimum of three and a maximum

of 18 members, all of whom, except

the Chief Executive Officer, must be
non-executive directors, and none of

the members of the Board of Directors,
except for the Chief Executive Officer,

may hold an executive position or executive
mandate within ArcelorMittal or any

entity controlled by ArcelorMittal.

At ArcelorMittal’s annual general

meeting of shareholders on May 13,
2008, Mr Joseph Kinsch stepped down

as Chairman and Mr Lakshmi N Mittal
became the new Chairman following

a unanimous nomination by the Board

of Directors. Mr Mittal also continues to
hold his position as Chief Executive Officer.

As of the date hereof, the Board of
Directors is comprised of 15 non-executive
directors, 12 of whom are independent,
and one executive director. The Chief
Executive Officer of ArcelorMittal is the
sole executive director.

The Articles of Association and the
Memorandum of Understanding entered
into among Mittal Steel NV, Arcelor

SA and ArcelorMittal’s largest shareholder
on June 25, 2006 (‘Memorandum

of Understanding’ or ‘MoU’) both

provide that at least half of the Board

of Directors must be composed

of independent members. Currently,

12 of the 16 members of the Board

of Directors are independent. A director

is considered to be ‘independent” if

(a) he or she is independent within the
meaning of the Listed Company Manual

of the New York Stock Exchange, Inc.,

as it may be amended from time to time,
or any successor provision, subject to

the exemptions available for foreign private
issuers, and (b) he or she is unaffiliated
with any shareholder owning or controlling
more than two percent of the total issued
share capital of ArcelorMittal. For these
purposes, a person is deemed affiliated

to a shareholder if he or she is an executive
officer, a director who also is an employee,
a general partner, a managing member

or a controlling shareholder of such
shareholder. There is no requirement in the
Articles of Association that directors be
shareholders in the Company.

The Memorandum of Understanding provides
that until August 1, 2009, subject to the
Significant shareholder™ owning or controlling
at least 15% of the outstanding share

capital of ArcelorMittal, the Significant
shareholder will be entitled to elect to the

Board of Directors a maximum of six directors,

comprising three directors affiliated

(directly or indirectly) with the Significant
shareholder and three independent directors.
The Articles of Association provide that

the Significant shareholder will be entitled

to a proportional right of representation on
the Board of Directors after August 1, 2009.

"“Significant shareholder’ refers to Mr Lakshmi N Mittal and his wife, Mrs Usha Mittal, who together
own approximately 45.63% of ArcelorMittal’s outstanding voting equity as at December 31, 2008.

As a general matter, the Articles

of Association provide that directors

are elected and removed by the general
meeting of shareholders by a simple
majority of votes cast. Except as described
above, no shareholder has any specific
rights to nominate, elect or remove
directors. All directors are elected by

the general meeting of shareholders for
three-year terms, except in the event

of the replacement of a member of the
Board of Directors during his or her mandate.

None of the members of the Board

of Directors, including the executive
director, have entered into service
contracts with ArcelorMittal or any of
its subsidiaries that provide for benefits
upon the termination of their mandate.

Operation of the Board of Directors

The Board of Directors meets when
convened by the Chairman of the Board
or two members of the Board of Directors.
In order for a meeting of the Board

of Directors to be validly held, a majority
of the directors must be present

or represented, including at least the
Chairman and a majority of the
independent directors. The Chairman

may decide not to participate in a Board
of Directors meeting, provided he has
given a proxy to one of the directors

who will be present at the meeting.

The previously existing role of ‘President’
of the Board of Directors was replaced

by the role of ‘Lead Independent Director’
as a result of changes approved in

April 2008 to the Memorandum of
Understanding. Please see ‘Memorandum
of Understanding and Initial Term’ below.
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Each director has one vote and none

of the directors, including the Chairman,
has a casting vote. Decisions of the Board
of Directors are made by a majority

of the directors present and represented
at a quorate meeting.

The agenda of the meeting of the Board
of Directors is agreed by the Chairman
of the Board of Directors and the Lead
Independent Director.

Separate Meetings
of Independent Directors

The Lead Independent Director may
schedule meetings of the independent
members of the Board of Directors
outside the presence of management
and of the non-independent directors.
There is no minimum number of such
meetings that must be held per year,

and no such meetings were held in 2008.

Board of Directors Committees

The Board of Directors has two
committees: the Audit Committee

and the Appointments, Remuneration
and Corporate Governance Committee.

Audit Committee

The Articles of Association provide

that the Audit Committee is composed
solely of independent members of the
Board of Directors. The MoU further
provides that the Audit Committee must
be composed of at least three members
and that the applicable standard of
independence is that defined in Rule
10A-3 of the U.S. Securities Exchange
Act of 1934. The members are
appointed by the Board of Directors.
The Audit Committee makes decisions
by a simple majority with no member
having a casting vote.

The primary function of the Audit
Committee is to assist the Board

of Directors in fulfilling its oversight
responsibilities by reviewing:

- the financial reports and other financial
information provided by ArcelorMittal
to any governmental body or the public;

- ArcelorMittal’s system of internal
control regarding finance, accounting,
legal compliance and ethics that
the Board of Directors and members
of management have established; and

- ArcelorMittal’s auditing, accounting and
financial reporting processes generally.

The Audit Committee’s primary duties
and responsibilities are to:

- be an independent and objective
party to monitor ArcelorMittal’s
financial reporting process and
internal controls system;

- review and appraise the audit efforts
of ArcelorMittal’s independent auditors
and internal auditing department;

- provide an open avenue of
communication among the independent
auditors, senior management,
the internal audit department and
the Board of Directors;

- approve the appointment and fees
of the independent auditors; and

- monitor the independence of the
independent auditors.

The three members of the Audit
Committee are Messrs Narayanan Vaghul,
José Ramoén Alvarez Rendueles and

Wilbur L Ross, each of whom is an
independent director under ArcelorMittal’s
Corporate Governance guidelines

and the NYSE standards. The Chairman

of the Audit Committee is Mr Vaghul,

who has significant experience and
financial expertise. Mr Vaghul is the
Chairman of ICICI Bank Ltd., a company
that is listed on the NYSE and the Mumbai
Stock Exchange. Mr Alvarez Rendueles,

a former Governor of the Banco de Espana
and former President of the Banco
Zaragozano, also has significant experience
and financial expertise. Mr Ross has been
the Chairman of International Steel Group
(ISG) since its creation, he is the Chairman
of a number of international companies
and is the Chairman and Chief Executive
Officer of private equity firm WL Ross & Co.
LLC. As such, he has acquired significant
experience in the steel industry and in

the management of international
companies in various economic sectors.

According to its charter, the Audit
Committee is required to meet at least
four times per year. During 2008,

the Audit Committee met twelve times,
seven of which were meetings held

in person and five of which were held
by teleconference.

Appointments, Remuneration and
Corporate Governance Committee

The Appointments, Remuneration and
Corporate Governance Committee

is comprised of three directors, each
of whom is an independent director
under ArcelorMittal’s Corporate
Governance guidelines and the NYSE
standards. The members are
appointed by the Board of Directors.
The Appointments, Remuneration

and Corporate Governance Committee
makes decisions by a simple majority
with no member having a casting vote.

The Board of Directors has established
the Appointments, Remuneration
and Corporate Governance Committee to:

- determine, on its behalf and
on behalf of the shareholders
within agreed terms of reference,
ArcelorMittal’s remuneration
and compensation framework,
including stock options for the
Chief Executive Officer, the Chief
Financial Officer, the members
of the Group Management
Board and the members of
the Management Committee;

- consider any candidate for
appointment or reappointment
to the Board of Directors
at the request of the Board
of Directors and provide advice
and recommendations to
it regarding the same;

- evaluate the functioning of the
Board of Directors and monitor
the Board of Directors’
self-assessment process; and

- develop, monitor and review
corporate governance principles
applicable to ArcelorMittal.

The Appointments, Remuneration

and Corporate Governance Committee’s
principal criteria in determining

the compensation of executives

is to encourage and reward performance
that will lead to long-term enhancement
of shareholder value.

The three members of the Appointments,
Remuneration and Corporate
Governance Committee are Messrs
Lewis Kaden, Sergio Silva de Freitas
and Jean-Pierre Hansen, each of whom
is ‘independent’ under ArcelorMittal’s
Corporate Governance guidelines

and the NYSE standards. The Chairman
of the Appointments, Remuneration
and Corporate Governance Committee
is Mr Kaden.

The Appointments, Remuneration

and Corporate Governance Committee
is required to meet at least twice

a year. During 2008, this committee
met six times.
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Corporate Governance continued
-

Group Management Board

The Group Management Board

is entrusted with the day-to-day
management of ArcelorMittal. Mr Lakshmi
N Mittal, the Chief Executive Officer,

is the Chairman of the Group Management
Board. The members of the Group
Management Board are appointed and
dismissed by the Board of Directors.

As the Group Management Board is not

a corporate body created by Luxembourg
law or ArcelorMittal’s Articles of
Association, the Group Management Board
may exercise only the authority granted

to it by the Board of Directors.

In establishing ArcelorMittal’s strategic
direction and corporate policies,

Mr Lakshmi N Mittal is supported

by members of ArcelorMittal’s senior
management, who have substantial
professional and worldwide steel industry
experience. Some of the members

of ArcelorMittal’s senior management
team are also members of the Group
Management Board.

Management Committee

The Group Management Board is assisted
by a Management Committee comprised
of the members of the Group Management
Board, 16 other senior executive officers,
and one invitee to the Management
Committee. The Management Committee
discusses and prepares Group decisions

on matters of Group-wide importance,
integrates the geographical dimension

of the Group, ensures in-depth discussions
with ArcelorMittal’s operational and
resources leaders, and shares information
about the situation of the Group and

its markets.

Memorandum of Understanding
and initial term

On June 25, 2006, Mittal Steel,

the ‘Significant shareholder’" and Arcelor
signed a binding Memorandum of
Understanding based on which Arcelor’s
Board of Directors recommended Mittal
Steel’s offer for Arcelor and the parties
agreed to certain corporate governance
matters relating to the Arcelor-Mittal
combined Group. Certain provisions

of the MoU relating to corporate
governance were incorporated into the
Articles of Association of ArcelorMittal
at the extraordinary general meeting

of shareholders on November 5, 2007.

In April 2008, the Board of Directors
completed a review of certain
provisions of the MoU to adapt

it to the Company’s needs in the

post-merger and post-integration phase.

In particular, the Board decided to
create the role of Lead Independent
Director. The Lead Independent Director
replaces the ‘President’ of the Board

of Directors created by the MoU and
his/her function is to:

- co-ordinate the activities of
the independent directors;

- liaise between the Chairman
of the Board of Directors and the
independent directors;

- call meetings of the independent
directors when necessary and
appropriate; and

- perform such other duties as may
be assigned to him or her by the
Board from time to time.

Mr Lewis B Kaden was elected by

the Board of Directors as ArcelorMittal’s
first Lead Independent Director

in April 2008.

" As such term is defined in the introduction to the Board of Directors

section of this Corporate Governance section.

Furthermore, the Board of Directors
decided to remove references in the MoU
to the size of the Board of Directors

and the distinction between former
Arcelor and Mittal directors. Finally,

the Board of Directors decided that the
Audit Committee and the Appointments,
Remuneration and Corporate Governance
Committee will each be composed of

a minimum of three independent directors.

In accordance with the Memorandum

of Understanding, until August 1, 2009,
with respect to Board of Directors’ decisions
that require shareholders approval,

the Significant shareholder will vote

in accordance with the position expressed
by the Board of Directors, unless the
Significant shareholder opposes any such
position, in which case the Significant
shareholder can vote as it wishes subject

to the following requirements. Until August 1,
20009, if Mr Lakshmi N Mittal opposes

any decision of the Board of Directors

on a matter that does not require shareholder
approval and that was not proposed by

him, he will have the right to request

that such action first be approved by

a shareholders” meeting and the Significant
shareholder will have the right to vote at
such meeting as it sees fit. The Board

of Directors will not approve any action
rejected by the shareholders’ meeting.

The Memorandum of Understanding
further provides that until August 1, 2009,
subject to the Significant shareholder
owning or controlling at least 15% of the
outstanding share capital of ArcelorMittal,
the Significant shareholder is entitled

to elect to the Board of Directors a maximum
of six directors comprised of three
directors affiliated (directly or indirectly)
with the Significant shareholder and three
independent directors. Thereafter,

the Significant shareholder will be entitled
to representation on the Board of
Directors in proportion to its shareholding
in ArcelorMittal.
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Upon expiration of a three-year
transitional period (referred to as the
Initial Term) on August 1, 2009,
ArcelorMittal’s corporate governance
rules described above will be revised

to reflect, subject to certain provisions
of the MoU incorporated into the
Articles of Association, the best standards
of corporate governance for comparable
companies and to conform with the
corporate governance aspects of the
NYSE listing standards applicable to
non-U.S. companies and the Luxembourg
Stock Exchange code of governance.

Other corporate governance practices

ArcelorMittal is committed to adopt

best practice standards in terms

of corporate governance in its dealings
with shareholders and aims to ensure
good corporate governance by applying
rules on transparency, quality of reporting
and the balance of powers. ArcelorMittal
continually monitors U.S., European Union
and Luxembourg legal requirements

and best practices in order to make
adjustments to its corporate governance
controls and procedures when necessary.

Ethics and Conflicts of Interest

Ethics and conflicts of interest

are governed by ArcelorMittal’s Code

of Business Conduct, which establishes

the standards for ethical behavior that

are to be followed by all employees

and directors of ArcelorMittal in the
exercise of their duties. They must always
act in the best interests of ArcelorMittal
and must avoid any situation in which

their personal interests conflict, or could
conflict, with their obligations to
ArcelorMittal. As employees, they may

not acquire any financial or other interest

in any business or participate in any activity
that could deprive ArcelorMittal of the
time or the attention needed to devote

to the performance of their duties.

Any behavior that deviates from the

Code of Business Conduct is to be reported
to the employee’s supervisor, a member

of management, the head of the

legal department or the head of the internal
audit/internal assurance department.

Code of Business Conduct training

is offered throughout ArcelorMittal.

All new employees of ArcelorMittal must
acknowledge the Code of Business
Conduct in writing upon joining and are
periodically trained about the Code

of Business Conduct in each location

where ArcelorMittal has operations.

The Code of Business Conduct is available
in the ‘Corporate Governance — Code of
Business Conduct’ section of ArcelorMittal’s
website at www.arcelormittal.com.

Process for Handling Complaints
on Accounting Matters

As part of the procedures of the Board
of Directors for handling complaints

or concerns about accounting, internal
controls and auditing issues, ArcelorMittal’s
Code of Business Conduct encourages
all employees to bring such issues

to the Audit Committee’s attention on

a confidential basis. In accordance with
ArcelorMittal’s Whistleblower Policy,
concerns with regard to possible
irreqularities in accounting, auditing

or banking matters or bribery within
ArcelorMittal or any of its subsidiaries

or other controlled entities may

also be communicated through the
‘Corporate Governance — Whistleblower’
section of the ArcelorMittal website

at www.arcelormittal.com, where
ArcelorMittal’s Whistleblower Policy

is also available.

During 2008, employees reported

184 total complaints, of which 32 were
deemed significant complaints by the
Internal Assurance team.

Internal Assurance

ArcelorMittal has an Internal Assurance
function that, through its Head

of Internal Assurance, reports to the
Audit Committee. The function is staffed
by full-time professional staff located
within each of the principal operating
subsidiaries and at the corporate level.
Recommendations and matters relating
to internal control and processes are made
by the Internal Assurance function

and their implementation is regularly
reviewed by the Audit Committee.

Independent Auditors

The appointment and determination
of fees of the independent auditors
is the direct responsibility of the Audit

Committee. The Audit Committee is further

responsible for obtaining, at least once
each year, a written statement from
the independent auditors that their
independence has not been impaired.
The Audit Committee has also obtained

a confirmation from ArcelorMittal’s principal

independent auditors to the effect

that none of its former employees are

in a position within ArcelorMittal that may
impair the principal auditors’ independence.

Measures to Prevent Insider Dealing
and Market Manipulation

The Board of Directors of ArcelorMittal
has adopted Insider Dealing Regulations
('IDR’), which are updated when
necessary and in relation to which training
is conducted throughout the Group.

The most recent version of the IDR

is available on ArcelorMittal’'s website,
www.arcelormittal.com, under ‘Investors
& Shareholders — Corporate Governance
— Insider Dealing Regulations’.

The IDR apply to the worldwide
operations of ArcelorMittal. The Company
Secretary of ArcelorMittal is the IDR
compliance officer and answers questions
that members of senior management,

the Board of Directors, or employees may
have about the IDR’s interpretation.

The IDR compliance officer may also assist
senior executives and directors with

the filing of notices required by Luxembourg
law to be filed with the Luxembourg
financial regulator, the CSSF (Commission
de Surveillance du Secteur Financier).
Furthermore, the IDR compliance officer
has the power to conduct investigations
in connection with the application

and enforcement of the IDR, in which

any employee or member of senior
management or of the Board of Directors
is required to cooperate.

Selected new employees of ArcelorMittal
are required to participate in a training
course about the IDR upon joining
ArcelorMittal and every three years
thereafter. The individuals who must
participate in the IDR training include
the members of senior management,
employees who work in finance, legal,
sales, mergers and acquisitions and other
areas that the Company may determine
from time to time. In addition,
ArcelorMittal’s Code of Business
Conduct contains a section on ‘Trading

in the Securities of the Company’

that emphasizes the prohibition to trade
on the basis of inside information.
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Corporate Governance continued

Compensation

Compensation information

The total annual compensation of the members of ArcelorMittal’s Board of Directors paid in 2007 and 2008 was as follows:

Year ended Year ended
31 December 31 December
2007 2008
(Amounts in $ thousands except option information)
Base salary and/or directors fees 4,334 5,569
Short-term performance-related bonus 2,181 2,200
Long-term incentives (number of options) 60,000 60,000
The annual compensation paid to the members of ArcelorMittal’s Board of Directors for services in all capacities
in 2007 and 2008 was as follows:
2007' 2008 2007 2008 2007 2008
Short-term Short-term Long-term Long-term
Performance  Performance Nqumber I\?umber
Related Related of Options of Options
(Amounts in $ thousands except option information)
Lakshmi N Mittal 2,001 1,916 2,181 2,200 60,000 60,000
Vanisha Mittal Bhatia — 199 — — — —
Narayanan Vaghul — 240 — — — —
Malay Mukherjee 2 — — — — — —
Wilbur L Ross, Jr — 224 — — — —
Lewis B Kaden — 221 — — — —
Francois Pinault — 176 — — — —
Joseph Kinsch3 338 368 — — — —
José Ramén Alvarez Rendueles 297 227 — — — —
Sergio Silva de Freitas 181 206 — — — —
Georges Schmit 197 196 — — — —
Edmond Pachura* 213 227 — — — —
Michel Angel Marti 180 199 = = = =
Manuel Fernandez Lépez® 163 187 — — — —
Jean-Pierre Hansen 200 199 — — — —
John Castegnaro 180 199 — — — —
Antoine Spillmann® 163 196 — — — —
HRH Prince Guillaume de Luxembourg 184 199 — = = =
Romain Zaleski” 37 190 — — — —
Ignacio Fernandez Toxo® — — — — — —
Total 4,334 5,569 2,181 2,200 60,000 60,000

' The compensation that was paid in 2007 to the former Arcelor Board Members was
for their services to Arcelor in 2006. No compensation was paid to the former Mittal

3 The mandate of Mr Kinsch ended on May 13, 2008.
“4The mandate of Mr Pachura ended on May 13, 2008.

Steel Board Members on the ArcelorMittal Board in 2007. Compensation with respect
to 2007 was paid after shareholder approval at the AGM held on May 13, 2008.
Attendance fees for 2007 amounting to approximately $0.4 million were paid in February
2008 and are included in the 2008 column above. Compensation with respect
to 2008 will be paid after shareholder approval at the AGM held on May 12, 2009.
Attendance fees for 2008 amounting to approximately $0.4 million were paid
in January 2009 and are not included in the 2008 column above.

2 Mr Mukherjee was elected to ArcelorMittal’s Board of Directors on May 13, 2008,
prior to which he was a Member of the Group Management Board, responsible for Asia,
Africa, Mining and CIS. Mr Mukherjee was compensated as a member of senior management
in 2007 and in 2008 until his appointment to the Board, and as a Director since then.
The table above relates solely to compensation received by Mr Mukherjee while a Director.
Compensation received by Mr Mukherjee in 2008 prior to becoming a Director is included
in the aggregate amount disclosed below for senior management.

° Mr Ferndndez Lopez resigned on May 13, 2008.

© Mr Spillmann was elected to ArcelorMittal’s Board of Directors on May 13,
2008, replacing Corporacion JMAC. Mr Spillmann had been the representative
of Corporacion JMAC on the Board before May 13, 2008. Compensation
received by Mr Spillmann both as a representative of Corporacion IMAC
and as a Director in his own right is included in this table.

7 Mr Zaleski resigned on March 5, 2008.

8 Mr Ferndndez Toxo was elected to ArcelorMittal’s Board of Directors
on May 13, 2008.
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On February 10, 2009 the Board As of December 31, 2007 and 2008,

of Directors decided that it would propose  ArcelorMittal did not have outstanding

to the next annual general meeting any loans or advances to members of

of shareholders to reduce the annual its Board of Directors, and, as of December
remuneration of board members 31, 2008, ArcelorMittal had not given
(including the Chairman and Chief any guarantees for the benefit of any
Executive Officer) by 15% as compared member of its Board of Directors.

to the previous year as an additional
measure to address the current situation

in the steel industry and to show leadership
and solidarity with the Company’s
employees affected by redundancies

and temporary lay-offs.

The following table provides a summary

of the options outstanding and the exercise
of the options granted to ArcelorMittal’s
Board of Directors (in 2001, 2003

and 2004, no options were granted

to members of ArcelorMittal’s Board

of Directors):

Granted  Granted  Granted  Granted Granted Granted  Granted Total ~ Weighted

in 1999 in 2000 in 2002 in 2005 in 2006  in 2007 in 2008 Average

Exercise

Price

Lakshmi N Mittal 80,000 80,000 80,000 100,000 100,000 60,000 60,000 560,000 $30.15
Vanisha Mittal Bhatia — — — — — — = - -
Narayanan Vaghul — — — — — - - - =
Malay Mukherjee’ — — — — — — = - =
Wilbur L Ross — — — — — = - = —

Lewis B Kaden — — — — = - = = -
Francois Pinault — — — — = = - = =
Joseph Kinsch 2 — — — — — = = = —
José Ramén Alvarez Rendueles — — = = = = = = -
Sergio Silva de Freitas — — — — = - - = -
Georges Schmit — — — — = = - = =
Edmond Pachura 3 — — — — — = = = —
Michel Angel Marti — — — — = - - = =
Manuel Ferndndez Lopez * — — — — = = - = —
Jean-Pierre Hansen — — — — — — — - -
John Castegnaro — — — — — — = — =
Antoine Spillmann ° — — — — = - = = —
HRH Prince Guillaume de Luxembourg = — — — — — — - =
Romain Zaleski © — — — — — = - = =
Ignacio Fernandez Toxo ’ — — — — = = = = —

Total 80,000 80,000 80,000 100,000 100,000 60,000 60,000 560,000 —

Exercise price $11.94 $8.57 $2.26 $28.75 $33.755 $64.30 $82.57 — $30.15

Term (in years) 10 10 10 10 10 10 10 — —

Expiration date September 14, June 1, April 5, August 23, September 1, August2, August5, — —
2009 2010 2012 2015 2016 plokv 2018

" Mr Mukherjee was elected to ArcelorMittal’s Board of Directors on May 13,
2008, prior to which point he was a Member of the Group Management Board,
responsible for Asia, Africa, Mining and CIS. Mr Mukherjee was compensated
as a member of senior management in 2007 and in 2008 until his
appointment to the Board on May 13, 2008, and as a Director since then.
Options granted before this date are not included in this table but are included
in the table with respect to outstanding share options held by senior management.

2 The mandate of Mr Kinsch ended on May 13, 2008.

3 The mandate of Mr Pachura ended on May 13, 2008.

4 Mr Ferndndez Lopez resigned on May 13, 2008.

° Mr Spillmann was elected to ArcelorMittal’s Board of Directors on May 13,

2008, replacing Corporacién JMAC. Mr Spillmann had been the representative
of Corporacién JMAC on the Board before May 13, 2008.
 Mr Zaleski resigned on March 5, 2008.
” Mr Ferndndez Toxo was elected to ArcelorMittal’s Board of Directors on May 13, 2008.
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Corporate Governance continued

The total compensation paid in 2008

to members of ArcelorMittal’s senior
management was $20.5 million in base
salary (including various allowances

paid in cash) and $21 million in short-term
performance-related bonuses. As of
December 31, 2008, approximately

$1.2 million was accrued by ArcelorMittal
to provide pension benefits to its

senior management.

In connection with the Board of Directors’
decision in February 2009 to reduce

its compensation in light of conditions

in the steel market, Group Management
Board members similarly voluntarily decided
to reduce their salary by 12%, and the
members of the Management Committee
voluntarily decided to reduce their salary

by 10%, as compared to the previous year.

During 2008, no loans or advances to
ArcelorMittal’s senior management were
outstanding. As of December 31, 2007,
no loan was outstanding.

Executive compensation policy

Philosophy

The ArcelorMittal Compensation
Policy for executives is based on the
following principles:

- Provide a total compensation competitive
with executive compensation levels
of industrial companies of a similar
size and scope;

- Promote internal equity and
market median base pay levels
for our executives, combined with
‘pay for performance’;

- Motivate managers towards
the achievement of Group-wide
and personal goals, including
efficiency and growth; and

- Retain individuals who consistently
perform at expected levels
and contribute to the success
of the organization.

Governance Principles

The Appointments, Remuneration

and Corporate Governance Committee

of ArcelorMittal reviews and recommends
proposals annually for the Board

of Directors on ArcelorMittal’s executive
compensation. The Committee also
prepares proposals on the fees to

be paid annually to the members of the
Board of Directors. Such proposals relating
to executive compensation comprise

the following elements:

- Fixed annual salary,
- Short-term incentives, e.q.,
performance-related bonus, and

- Long-term incentives, e.g., stock options,

and apply to the group of senior
executives, i.e.

- the Chief Executive Officer,

- the members of the Group
Management Board, and

- the members of the Management
Committee.

Decisions on short and long-term
incentive plans may apply to a larger
group of employees. The Appointments,
Remuneration and Corporate Governance
Committee receives updates about

the application of these plans on
aregular basis.

Fixed Annual Salary

The size of the fixed annual salary

is targeted to the median salary level
of the peer group of companies,

i.e. industrial companies of a similar size
and scope. The base salary levels

are reviewed annually to ensure that
ArcelorMittal remains competitive.

Short-term Incentives:
Performance-related Bonus

A discretionary bonus plan is in place
at ArcelorMittal. The performance

of the ArcelorMittal Group as a whole,
the performance of the relevant
business units, the achievement

of specific objectives and the individual’s
overall performance and potential
determine the outcome of the bonus
calculation. This bonus plan, called

the Global Performance Bonus Plan,

is applicable to more than 2,000
executives and managers worldwide.

The bonus is calculated as a percentage
of the individual’s base salary. Different
percentage ranges are used depending
on the hierarchical level of the individual.
Performance-related bonuses are paid
only if certain minimum performance
thresholds are exceeded by the
ArcelorMittal Group as a whole and/or
the relevant business segment.

Long-term Incentives: Stock Options

The Chief Executive Officer,

the Group Management Board members
and the Management Committee
members benefit from the Global Stock
Option Plan. This plan also applies to

a larger group of employees. The overall
cap on options available for grants during
a year is approved by the shareholders
at the annual general meeting. The stock
option plan is detailed in Note 17

of the Consolidated Financial Statements.

Other Benefits

In addition to the main compensation
elements described above, other
benefits may be provided to executives,
such as company cars and contributions
to pension plans and insurance policies.
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Share Ownership

As of December 31, 2008, the aggregate
beneficial share ownership of ArcelorMittal
directors and senior management

(37 individuals) totaled 1,610,922
ArcelorMittal shares (excluding shares
owned by ArcelorMittal’s Significant
shareholder and including options to acquire
596,453 ArcelorMittal common shares
that are exercisable within 60 days

of December 31, 2008), representing
0.11% of the total issued share capital

of ArcelorMittal. Excluding options

to acquire ArcelorMittal common shares,
these 37 individuals beneficially own
1,014,469 ArcelorMittal common shares.
Other than the Significant shareholder,
each director and member of senior
management beneficially owns less

than 1% of ArcelorMittal’s shares.

The percentage of total common shares

in the possession of the Significant
shareholder (including treasury stock)
decreased from 44.79% prior to November
13, 2007 to 43.05% after that date

as a result of the second step of the merger
of Mittal Steel and Arcelor. In 2006,

the number of Mittal Steel options granted
to its directors and senior management
(including the Significant shareholder)

was 388,541 at an exercise price

of $33.755, and the number of Arcelor
options granted to its directors and senior
management was 312,146 at an exercise
price of €34.43.1n 2007, the number

of ArcelorMittal (or Mittal Steel)

options granted to directors and
then-senior management (including the
Significant shareholder) was 695,001

at an exercise price of $64.30.

Year of Year of Year of Year of Year of
Grant Grant Grant Grant Grant
1999+ 2000+ 2002+ 2005* 2006*
Senior Managers*** (including 87,500 87,500 105,000 275,348 388,541
the Significant shareholder)
Exercise price $11.94 $8.57 $226 $ 28.75 $ 33.76
Term (in years) 10 10 10 10 10
Expiration date September 14, June 1, April 5, August 23, September 1,
2009 2010 2012 2015 2016

*  Options awarded under ArcelorMittalShares.

**  The options granted by Arcelor (noted above) have been included in the total

number of options and the average weighted exercise price

(at a conversion rate of € 1 = $1.3705).

*** Includes options granted to Mr Mukherjee, all of which were received in his capacity
as a member of senior management. Mr Mukherjee was elected to ArcelorMittal’s
Board of Directors on May 13, 2008, prior to which point he was a Member
of the Group Management Board, responsible for Asia, Africa, Mining and CIS.

In 2008, the number of ArcelorMittal
options granted to directors and
then-senior management (including the
Significant shareholder) was 740,500

at an exercise price of $82.57.

The Mittal Steel and ArcelorMittal options
vest either ratably upon each of the

first three anniversaries of the grant
date (or in total upon the death,
disability or retirement of the grantee)
and expire ten years after the grant date.

The following table summarizes
outstanding share options, as of December
31, 2008, granted to the members

of senior management of ArcelorMittal

(or its predecessor company Mittal Steel,
depending on the year):

Year of Year of Total**  Average
Grant Grant weighted
2007+ 2008~ exercise
price**
695,001 740,500 2,474,390 —
$64.30 $82.57 — $6274
10 10 — —
August 2,  August 5, — —
2017 2018

In 2001, 2003 and 2004, no options
were granted to members of Mittal
Steel’s senior management.

In accordance with the Luxembourg
Stock Exchange’s Ten Principles

of Corporate Governance, independent
non-executive members

of ArcelorMittal’s Board of Directors
do not receive share options.
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Share Capital and Voting Rights

ArcelorMittal
Common Shares’

Number %
Significant shareholder 2 623,751,667 43.05
Treasury Stock? 81,760,949 5.64
Other Public Shareholders 743,317,731 51.31
Total 1,448,826,347 100.00
Directors and Senior Management #° 1,610,922 0.11

" For purposes of this table, a person or group of persons is deemed to have beneficial ownership of any ArcelorMittal
common shares as of a given date on which such person or group of persons has the right to acquire such shares within
60 days after December 31, 2008 upon exercise of vested portions of stock options. The first-third of the stock
options granted on August 2, 2007 and the first- and second-thirds of the stock options granted on September
1, 2006 vested on August 2, 2008, and September 1, 2008, respectively, and all stock options of the previous grants
have vested. None of the stock options granted on August 5, 2008 has vested; the first-third of such options,
however, will vest on August 5, 2009.

2 Mr Lakshmi Mittal and his wife, Mrs Usha Mittal, have direct ownership of ArcelorMittal common shares and indirect
ownership of holding companies that own ArcelorMittal common shares. Ispat International Investments S.L. is the owner
of 98,250,000 ArcelorMittal common shares. Mittal Investments S.ar.l, a limited liability company organized under
the laws of Luxembourg, is the owner of 525,000,000 ArcelorMittal common shares. Mr Mittal is the direct owner
of 30,000 ArcelorMittal common shares and holds options to acquire an additional 560,000 ArcelorMittal common shares,
of which 426,667 are, for the purposes of this table, deemed to be beneficially owned by Mr Mittal due to the fact that
those options are exercisable within 60 days. Mrs Mittal is the direct owner of 5,000 ArcelorMittal common shares and holds
options to acquire an additional 40,000 ArcelorMittal common shares, of which all 40,000 options are, for the purposes
of this table, deemed to be beneficially owned by Mrs Mittal due to the fact that those options are exercisable within 60 days.
Mr Mittal and Mrs Mittal share equally beneficial ownership of 100% of Ispat International Investments S.L. and share
equally beneficial ownership of 100% of Mittal Investments S.a.r.l. Accordingly, Mr Mittal is the beneficial owner
of 623,706,667 ArcelorMittal common shares and Mrs Mittal is the beneficial owner of 623,295,000 common shares.
Excludling options, Mr Lakshmi Mittal and Mrs Usha Mittal together, directly and indirectly through intermediate holding
companies, own 623,285,000 ArcelorMittal common shares.

3 Represents ArcelorMittal common shares repurchased by ArcelorMittal pursuant to share repurchase programs.
Consisting of 27,375,557 ArcelorMittal common shares purchased between November 13, 2007 and December 31,
2007; 56,523,212 ArcelorMittal common shares purchased between December 31, 2007 and December 31, 2008;
and excluding (1) 119,856 options that were exercised during the November 13, 2007—December 31, 2007 period
and 954,844 options that were exercised during the December 31, 2007—December 31, 2008 period; (2) 596,453
stock options that can be exercised by directors and senior management (other than the Significant shareholder);
and (3) 466,667 stock options that can be exercised by the Significant shareholder, in each case within 60 days of
December 31, 2008. The ArcelorMittal common shares are, for the purposes of this table, deemed to be beneficially
owned by the stock options holders due to the fact that those options are exercisable within 60 days.

“ Excludes shares beneficially owned by the Significant shareholder.

®These 1,610,922 ArcelorMittal common shares are included in shares owned by the public shareholders
indicated above.

As of December 31, 2008, the authorized
share capital of ArcelorMittal consisted

of 1,617,000,000 common shares without
nominal value. At December 31, 2008

and 2007, 1,448,826,347 common
shares were issued and at December 31,
2008, 1,366,002,278 common

shares, compared to 1,421,570,646
common shares at December 31, 2007,
were outstanding, the difference consisting
in common shares held in treasury

by ArcelorMittal.

The preceding table sets forth information
as of December 31, 2008 with respect

to the beneficial ownership of ArcelorMittal
common shares by each person who is
known to be the beneficial owner of more
than 5% of the shares and all directors

and senior management as a group.

The ArcelorMittal common shares may

be held in registered form only. Registered
shares may consist of (i) shares traded

on the NYSE, or New York Shares, which are
registered in a register kept by or on behalf
of ArcelorMittal by its New York transfer
agent, or (ii) shares traded on Euronext
Amsterdam by NYSE Euronext, Euronext
Brussels by NYSE Euronext, Euronext Paris
by NYSE Euronext, the regulated market

of the Luxembourg Stock Exchange and the
Spanish Stock Exchanges (Madrid, Bilbao,
Valencia and Barcelona), which are
registered in ArcelorMittal’s shareholders’
register, or ArcelorMittal European Register
Shares, which are registered in a local
shareholder register kept by or on behalf
of ArcelorMittal by Royal Bank of Scotland,
or directly on ArcelorMittal’s Luxembourg
shareholder register without being held

on ArcelorMittal’s local Dutch shareholder
register. Under Luxembourg law, the
ownership of registered shares is evidenced
by the inscription of the name of the
shareholder, the number of shares held

by such shareholder and the amount paid
up on each share in the shareholder register
of ArcelorMittal.
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At December 31, 2008, there were

3,028 shareholders other than the Significant
shareholder holding an aggregate of
53,550,631 ArcelorMittal common shares
registered in ArcelorMittal’s shareholder register,
representing approximately 3% of the common
shares issued (including treasury shares).

At December 31, 2008, there were

133 U.S. shareholders holding an aggregate

of 46,060,462 New York Shares, representing
approximately 3.17% of the common shares
issued (including treasury shares). ArcelorMittal's
knowledge of the number of New York Shares
held by U.S. holders is based solely on the
records of its New York transfer agent regarding
registered ArcelorMittal common shares.

At December 31, 2008, there were
723,506,498 ArcelorMittal common shares
being held through the Euroclear/Iberclear
clearing system in The Netherlands, France,
Luxembourg and Spain.

As of December 31, 2008, ArcelorMittal's
Significant shareholder owned directly

and indirectly through holding companies
623,285,000 ArcelorMittal common shares,
representing approximately 45.67% of the
combined voting interest in ArcelorMittal.

In the merger between ArcelorMittal and Arcelor,
31,619,094 ArcelorMittal shares were issued
on November 13, 2007. After closing of the
third offer period for Arcelor shares on
November 17, 2006, a total of 679,416,607
shares had been issued to the shareholders

of Arcelor since July 31, 2006, as partial
payment for Arcelor (the other part was paid
in cash). Prior to closing of the third offer period
for Arcelor shares on November 17, 2006,
Mittal Steel’s Significant shareholder owned
directly and indirectly through holding companies
165,794,790 Mittal Steel class A common
shares (approximately 67% of the issued and
outstanding class (except for class A common
shares held in treasury)) and 457,490,210
Mittal Steel class B common shares (100% of
the issued and outstanding class), representing
approximately 98% of the combined voting
interest in Mittal Steel. Upon completion

of the merger with ISG on April 15, 2005,
60,891,883 shares were issued to the former
shareholders of ISG as partial payment

for ISG (the other part was paid in cash).

Prior to the merger with ISG, Mittal Steel’s
Significant shareholder owned directly and
indirectly through holding companies
165,794,790 Mittal Steel class A common
shares (approximately 89.5% of the issued
and outstanding class (except for class A
common shares held in treasury)) and
457,490,210 Mittal Steel class B common
shares (100% of the issued and outstanding
class), representing approximately 99.6%

of the combined voting interest in Mittal Steel.
On completion of the acquisition of LNM
Holdings on December 17, 2004, 139,659,790
Mittal Steel class A common shares and
385,340,210 Mittal Steel class B common
shares were issued to an intermediate holding
company owned by the Significant shareholder.
Prior to the completion of the acquisition

of LNM Holdings, the Significant shareholder
owned 26,135,000 Mittal Steel class A
common shares (approximately 57.5% of the
then issued and outstanding class

(save for class A common shares held in
treasury)) and 72,150,000 Mittal Steel class B
common shares (100% of the then issued

and outstanding class), representing
approximately 97.5% of the combined voting
interest in Mittal Steel.

Share buy-back program

In 2008, ArcelorMittal implemented two
types of share buy-backs: Dividend policy
share buy-backs and specific supplementary
share buy-backs.

ArcelorMittal's general meeting of shareholders
held on May 13, 2008 authorized share
buy-backs for a period of 18 months.

The maximum number of shares that may be
acquired is the maximum allowed by the
Luxembourg law on commercial companies

(the ‘Law’) in such a manner that the accounting
par value of the Company’s shares held by the
Company (or other Group companies) does

not exceed 10% of its subscribed share capital.

Dividend Policy Share Buy-backs

The policy of ArcelorMittal aims to return

30% of ArcelorMittal’s prior year’s annual net
income to shareholders every year through an
annual base dividend supplemented by share
buy-backs. ArcelorMittal confirmed on February
22,2008 that, with the acquisition of 25 million
shares from Carlo Tassara International S.A.
announced on February 20, 2008, it completed
its $1 billion share buy-back program announced
in November 2007 and on February 13, 2008,
which was part of its policy to return 30%

of the previous year’s net income to
shareholders, together with the Company’s
2008 base cash dividend of $1.50. Out of the
25 million shares purchased at a price of

€46.6 ($68.70) per share, 14.6 million have
been purchased under the $1 billion share
buy-back program and 10.4 million under the
44 million shares buy-back program which
started on December 18, 2007 and is to be
completed over two years.

On March 17, 2008, June 16, 2008,
September 15, 2008 and December 15,
2008, an interim dividend of $0.375 cents
per share was paid.

Considering the exceptional global economic
conditions since September 2008, share
buy-backs were suspended after September 5,
2008 and on February 10, 2009, ArcelorMittal’s
Board of Directors recommended reducing the
annual dividend in 2009 to $0.75 per share
(with quarterly dividend payments of $0.1875),
subject to the approval of the annual general
meeting of shareholders on May 12, 2009.

The new quarterly dividend payments would
take place on March 16, 2009 (an interim
dividend), June 15, 2009, September 14, 2009
and December 14, 2009. The Company has
suspended its previously announced policy

to return 30% of net income to shareholders
through an annual base dividend supplemented
by share buy-backs. Once market conditions
have normalized, the Board intends to review
the Company’s policy.

Supplementary Share Buy-backs

On December 12 and 18, 2007, ArcelorMittal
announced a share buy-back program for up
to a maximum of 44 million shares. This share

buy-back program is aimed at offsetting

the issuance of 44 million ArcelorMittal shares
that took place in connection with the
ArcelorMittal merger on November 13, 2007.
This program started on December 18, 2007
and is to be realized in a 2-year time frame.
The shareholders’ meeting on May 13, 2008
authorized the use of the repurchased shares
for any purpose permitted by Luxembourg law,
including future corporate opportunities,
allocation to employees, or cancellation.

Under this program, ArcelorMittal had,

as of the close of business on January 31,
2009, repurchased a total of 43.9 million
shares, leaving 100,000 shares for repurchasing
under this program.

ArcelorMittal held, indirectly and directly,
approximately 82.8 million shares in treasury
as at December 31, 2008. This is equivalent
to approximately 5.72% of the total issued
number of ArcelorMittal shares at that date.

Additional Information
about ArcelorMittal

ArcelorMittal, incorporated under the

laws of Luxembourg, is the parent company
of the ArcelorMittal Group and is expected
to continue this role over the coming
years. The Company has no branch

offices. ArcelorMittal generated a profit

of $19,094 million in 2008, primarily
from revenues from its holdings including
a gain of $18,525 million following

a legal restructuring of its investments

in affiliated undertakings mainly

in Luxembourg and Belgium.

On January 8, 2008, the Company
received a writ of summons on behalf
of four of its hedge fund shareholders
to appear before the civil court of
Luxembourg. The summons was also
served on all natural persons sitting on
the Board of Directors of the Company
at the time of the merger and on the
Significant shareholder. The claimants
request, among other things (1)

the cancellation and the amendment

of the corporate decisions relating to
the second-step merger in order to reflect
an exchange ratio of 11 ArcelorMittal
(the entity resulting from the first step
merger) shares for seven Arcelor shares
(ignoring the impact of the share capital
restructuring of Arcelor) accompanied
by the allocation by the Significant
shareholder or the Company of additional
shares to the claimants to reflect

this revised ratio, and alternatively,

(2) the payment of damages by the
defendants (jointly and severally

or severally, at the court’s discretion),

in an amount of EUR 180 million.
ArcelorMittal submitted its brief in response
on October 16, 2008, challenging the
validity, the admissibility and the merits
of the claims. Hearing and judgment

in the first instance are not expected
before the end of 2009 or early 2010.
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Directors’ Responsibility Statement
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We confirm to the best of our knowledge:

1. the consolidated financial statements of ArcelorMittal presented in this Annual Report
and established in conformity with International Financial Reporting Standards as adopted
in the European Union give a true and fair view of the assets, liabilities, financial position
and profit of ArcelorMittal and the undertakings included within the consolidation
taken as a whole; and

2. the management report includes a fair review of the development and performance
of the business and position of ArcelorMittal and the undertakings included within
the consolidation taken as a whole, together with a description of the principal risks
and uncertainties they face.
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By order of the Board of Directors

(v = bow D

Chief Executive Officer
Mr Lakshmi N Mittal
February 26, 2009

h AN

Chief Financial Officer
Mr Aditya Mittal
February 26, 2009
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Consolidated Balance Sheets
ArcelorMittal and Subsidiaries
(millions of U.S. dollars, except share and per share data)

December 31, December 31,
Assets 2007 2008
Current assets:
Cash and cash equivalents 7,860 7,576
Restricted cash 245 M
Assets held for sale (note 4) 1,296 910
Trade accounts receivable and other (note 5) 9,533 6,737
Inventories (note 6) 21,750 24,741
Prepaid expenses and other current assets (note 7) 4,644 4,439
Total current assets 45,328 44,414
Non-current assets:
Goodwill and intangible assets (note 8) 15,031 16,119
Property, plant and equipment (note 9) 61,994 60,755
Investments in associates and joint ventures (note 10) 5,887 8,512
Other investments (note 11) 2,159 437
Deferred tax assets (note 19) 1,629 751
Other assets (note 12) 1,597 2,100
Total non-current assets 88,297 88,674
Total assets 133,625 133,088

December 31, December 31,
Liabilities and equity 2007 2008
Current liabilities:
Short-term debt and current portion of long-term debt (note 14) 8,542 8,409
Trade accounts payable and other 13,991 10,501
Short-term provisions (note 20) 1,144 3,292
Liabilities held for sale (note 4) 266 370
Accrued expenses and other liabilities (note 21) 7,275 7,413
Income tax liabilities (note 19) 991 775
Total current liabilities 32,209 30,760
Non-current liabilities:
Long-term debt, net of current portion (note 15) 22,085 25,667
Deferred tax liabilities (note 19) 7,927 6,395
Deferred employee benefits (note 23) 6,244 7111
Long-term provisions (note 20) 2,456 2,343
Other long-term obligations 1,169 1,582
Total non-current liabilities 39,881 43,098
Total liabilities 72,090 73,858

Commitments and contingencies (note 22 and note 24)

Equity (note 17):

Common shares 9,269 9,269
(no par value, 1,470,000,000 and 1,617,000,000 shares authorized, 1,448,826,347 and 1,448,826,347

shares issued, 1,421,570,646 and 1,366,002,278 shares outstanding at December 31, 2007 and 2008, respectively)

Treasury stock (27,255,701 and 82,824,069 common shares at December 31, 2007 and 2008, respectively, at cost)  (1,552) (5,800)
Additional paid-in capital 20,309 20,575
Retained earnings 23,552 30,403
Reserves 5,107 751
Equity attributable to the equity holders of the parent 56,685 55,198
Minority interest 4,850 4,032
Total equity 61,535 59,230
Total liabilities and equity 133,625 133,088

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Income
ArcelorMittal and Subsidiaries
(millions of U.S. dollars, except share and per share data)

S]UBW)L]S [BIDURUIY PSIEPIIOSUOD 800T

Year ended Year ended
December 31, December 31,
2007 2008
Sales 105,216 124,936
(Including 4,767 and 6,411 of sales to related parties for 2007 and 2008, respectively)
Cost of sales 84,953 106,110
(Including 4,570 and 6,100 of depreciation and impairment and 2,408 and 2,391 of purchases
from related parties for 2007 and 2008, respectively)
Gross margin 20,263 18,826
Selling, general and administrative 5,433 6,590 >
Operating income 14,830 12,236 Q
Other income - net — — <}
Income from investments in associates and joint ventures 985 1,653 =
Financing costs - net (note 18) (927) (2,352) g
Income before taxes 14,888 11,537 z
Income tax expense (note 19) 3,038 1,098 =
Net income (including minority interest) 11,850 10,439 ;—’U
Net income attributable to: B
Equity holders of the parent 10,368 9,399 %
Minority interest 1,482 1,040 =
Net income (including minority interest) 11,850 10,439 e
Year ended Year ended
December 31, December 31,
2007 2008
Earnings per common share (in U.S. dollars)
Basic: Common shares 7.41 6.80
Diluted: Common shares 7.40 6.78
Weighted average common shares outstanding (in millions) (note 17)
Basic: Common shares 1,399 1,383
Total 1,399 1,383
Diluted: Common shares * 1,401 1,386
Total 1,401 1,386

* Diluted common shares relate to the effect of stock options (see note 17).
The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Changes in Equity
ArcelorMittal and Subsidiaries
(millions of U.S. dollars, except share and per share data)

Reserves

Unrealized  Unrealized Equity

Gains Gains  attributable

Foreign (Losses) On (Losses) On to the

Additional Currency  Derivative Available equity
Shares’ Share Treasury Paid-in Retained  Translation Financial for Sale  holders of Minority Total
Capital Stock Capital Earnings Adjustments Instruments  Securities  the parent Interest Equity
Balance at December 31, 2006 1,385 17 (84) 25,566 14,995 1,436 (20) 238 42,48 8,080 50,228
Items recognized directly in equity — — — — 3220 (336) 569 3,453 1,046 4,499
Net income = = — 10,368 = = — 10368 1482 11,850
Recognized income and expenses — — — 10,368 3220 (336) 569 13821 2528 16,349
Recognition of share-based payments 2 — 111 52 — — — — 163 2 165
Treasury Stock (note 17) (36) — (2553) — — — — — (2,553) — (2,553)
Dividend (1.30 per share) — — — (1,826) — — — (1,826) (443) (2,269)

Issuance of shares in connection with

the acquisition of ArcelorMittal

Brasil minority interest 27 — — 1,713 — — — — 1,713 (2,760) (1,047)
Issuance of shares in connection

with the acquisition of Arcelor SA

minority interest 442 9,252 974 (7,022) — — — — 3204 (2,592) 612
Other movements — — — 15 — — — 15 35 50
Balance at December 31, 2007 1,422 9,269 (1,552) 20,309 23,552 4,656 (356) 807 56,685 4,850 61,535
[tems recognized directly in equity — — — — (6,122) 1,844 (78) (4,350) (627) (4,983)
Net income — — — 9399 — — — 9399 1040 10439
Recognized income and expenses — — — 9399 (6,122) 1,844 (78) 5,043 413 5,456
Recognition of share-based payments 2 — 62 337 — — — — 399 — 399
Treasury Stock (note 17) (58) — (4,310) 71) — — — — (4,381) —  (4,381)
Dividend (1.50 per share) — — — (2,068) — — — (2068) (508) (2,576)
Acquisition of minority interest (note 3) — — — — — — — — (1,297) (1,297)
Dilution of interest in consolidated

subsidiary and others — — —  (480) — — —  (480) 574 94

Balance at December 31, 2008 1,366 9,269 (5,800) 20,575 30,403 (1,466) 1,488 729 55,198 4,032 59,230

" Excludes treasury shares .
2 Includes 12 million treasury shares .
The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows
ArcelorMittal and Subsidiaries
(millions of U.S. dollars, except share and per share data)
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Year ended Year ended
December 31, December 31,
2007 2008
Operating activities:
Net income 11,850 10,439
Adjustments to reconcile net income to net cash provided by operations and payments:
Depreciation and impairment 4,570 6,100
Interest expense 1,839 2,044
Income tax expense 3,038 1,098
Net realizable value and onerous supply contract 45 3,451 §
Labor agreement and separation plans = 2,577 2
Litigation provisions 135 595 =
Unrealized foreign exchange effects, provisions and other non-cash operating expenses (net) (1,681) (478) =
Changes in operating assets and liabilities, net of effects from acquisitions: :—;
Trade accounts receivable 548 2,139 =
Inventories (690) (7,724) s
Trade accounts payable 565 (2,485) =
Other working capital movements 370 (9406) g
Interest paid and received (1,494) (1,943) o
Taxes paid (2,563) (2,724) =
Cash received from settlement of hedges not recognized in the statement of income — 2,509 &2
Net cash provided by operating activities 16,532 14,652
Investing activities:
Purchase of property, plant and equipment (5,448) (5,531)
Acquisition of net assets of subsidiaries and minorities, net of cash acquired of 24 and 103 respectively (6,052) (6,201)
Investments in associates and joint ventures accounted for under equity method (1,196) (3114)
Disposals of financial fixed assets 979 2,226
Other investing activities (net) (192) 192
Net cash used in investing activities (11,909) (12,428)
Financing activities:
Proceeds from short-term debt 5,848 7121
Proceeds from long-term debt, net of debt issuance costs 3,034 14,599
Payments of short-term debt (1,126) (11,720)
Payments of long-term debt (6,321) (5127)
Purchase of treasury stock (2,553) (4,440)
Sale of treasury stock for stock option exercises 55 68
Dividends paid (includes 443 and 508 of dividends paid to minority shareholders in 2007 and 2008, respectively) (2,269) (2,576)
Other financing activities (net) (85) (57)
Net cash provided by (used in) financing activities (3,417) (2,132)
Effect of exchange rate changes on cash 634 (376)
Net increase (decrease) in cash and cash equivalents 1,840 (284)
Cash and cash equivalents:
At the beginning of the year 6,020 7,860
At the end of the year 7,860 7,576

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

Note 1: Nature of Business,
Basis of Presentation and Consolidation

Nature of business

ArcelorMittal (“ArcelorMittal”, or “Mittal
Steel”, or the “Company”), together with
its subsidiaries, is a manufacturer of steel
and steel related products. ArcelorMittal
owns and operates manufacturing facilities
in Europe, North and South America, Asia
and Africa. These manufacturing facilities,
each of which includes its respective
subsidiaries, are referred to in these
consolidated financial statements as

the “Operating Subsidiaries”.

Basis of presentation

The consolidated financial statements have
been prepared on a historical cost basis,
except for available-for-sale financial
assets and derivative financial instruments,
which are measured at fair value,

and inventories which are measured at

the lower of net realizable value or cost.
The consolidated financial statements
have been prepared in accordance with
International Financial Reporting Standards
(“IFRS”) as adopted in the European

Union and as issued by the International
Accounting Standards Board (“IASB”).
They are presented in U.S. dollars with all
amounts rounded to the nearest million,
except for share and per share data.

Adoption of new IFRS standards and
interpretations applicable in 2008

The following new standards, amendments
to standards or interpretations were
adopted by the Company on January 1,
2008:

« IFRIC 11 “IFRS 2 — Group and Treasury
Shares Transactions”

+ IFRIC 12 “Service Concession
Arrangements”

- IFRIC 14 “IAS 19 — the Limit on a Defined
Benefit Asset, Minimum Funding
Requirements and their interaction”

The effects from the adoption of these
standards for the year ended December 31,
2008 were not material to the consolidated
financial statements. IFRIC 12 has not

yet been endorsed by the European Union
(“the EU").

New IFRS standards and interpretations
applicable from 2009 onward

IFRS 1 (revised) - First Time Adoption of
International Financial Reporting Standards
and IAS 27 (revised) - Consolidated and
Separate Financial Statements

In May 2008, the IASB issued revisions
to IFRS 1, “First Time Adoption of
International Financial Reporting
Standards”, and International Accounting
Standard (“IAS”) 27, “Consolidated and
Separate Financial Statements”.

The revisions allow first-time adopters
to use a deemed cost of either fair value
or the carrying amount under a previous
accounting practice to measure the initial
cost of investments in subsidiaries,
jointly controlled entities and associates
in the separate financial statements.

The amendments also remove the definition
of the cost method from IAS 27 and
replace it with a requirement to present
dividends as income in the separate
financial statements of the investor.

The revisions of IFRS 1 are effective

for annual periods beginning on or after
July 1, 2009 and the revisions of I1AS 27
are effective for annual periods beginning
on or after July 1, 2009. The Company
does not expect that the revisions to the
standards will have a significant impact
on its financial statements.

IFRS 2 - Share-based Payment

In January 2008, the IASB issued revisions
to IFRS 2, “Share-based Payment”.

The amended standard clarified the terms
“vesting conditions” and “cancellations”.

It clarifies that vesting conditions are
service conditions and performance
conditions only. Other features of a
share-based payment are not vesting
conditions. These features would need

to be included in the grant date fair value
for transactions with employees and others
providing similar services; they would not
impact the number of awards expected
to vest or valuation thereof subsequent
to grant date. All cancellations, either by
the entity or by other parties, should
receive the same accounting treatment.
The amendment is effective for annual
periods beginning on or after January 1,
2009, with earlier application permitted.
As the Company was already applying IFRS 2
as amended, it believes that adoption will
not impact its financial statements.
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IFRS 3 (revised) - Business Combinations
and IAS 27 (revised) - Consolidated and
Separate Financial Statements

In January 2008, the IASB issued

revisions to IFRS 3, “Business
Combinations” and IAS 27, “Consolidated
and Separate Financial Statements”

which are effective for any transactions
with acquisition dates that are on or after
the beginning of the first annual reporting
period beginning on or after July 1, 2009.
Among other changes, the revisions will
require the acquirer to expense direct
acquisition costs as incurred; to revalue to
fair value any pre-existing ownership in an
acquired company at the date on which the
Company takes control, and record the
resulting gain or loss in net income;

to record in net income adjustments to
contingent consideration which occur after
completion of the purchase price allocation;
to record directly in equity the effect

of transactions after taking control of the
acquiree which increase or decrease the
Company’s interest but do not affect
control; to revalue upon divesting control
any retained shareholding in the divested
company at fair value and record the
resulting gain or loss in net income;

and to attribute to non-controlling
shareholders their share of any deficit in
the equity of a non wholly-owned
subsidiary. Earlier application is permitted.
The Company is in the process of assessing
whether there will be any material changes
to its financial statements upon their
adoption. These revisions have not yet been
endorsed by the EU.

IFRS 8 - Operating Segments

In November 2006, the IASB issued IFRS 8,
“Operating Segments”, which specifies how
an entity should report information about
its operating segments in annual financial
statements, and amends IAS 34, “Interim
Financial Reporting”, to require an entity

to report selected information about its
operating segments in interim financial
reports. This statement defines operating
segments as components of an entity
about which separate financial information
is available and is evaluated regularly by the
chief operating decision-maker in deciding
how to allocate resources and assessing
performance. This statement also outlines
the requirements for related disclosures
about products and services, geographical
areas, and major customers and is effective
for annual periods beginning on or after
January 1, 2009. The Company believes
that the adoption of IFRS 8 will not have

a significant impact on its financial
statements disclosures.

IAS 1 (revised) - Presentation
of Financial Statements

In September 2007, the IASB issued
arevised IAS 1 “Presentation of Financial
Statements”. The revised standard will
prohibit the presentation of items of
income and expenses (that is, ‘non-owner
changes in equity’) in the statement of
changes in equity, requiring non-owner
changes in equity to be presented
separately from owner changes in equity.
All non-owner changes in equity will be
required to be shown in a performance
statement, but entities can choose
whether to present one performance
statement (the statement of
comprehensive income) or two
statements (the statement of income

and statement of comprehensive income).

Where entities restate or reclassify
comparative information, they will be
required to present a restated balance
sheet as of the beginning comparative
period in addition to the current
requirement to present balance sheets

at the end of the current period and
comparative period. The Company will
apply the revised standard on its effective
date which is for annual periods beginning
on or after January 1, 2009.

IAS 23 - Borrowing Costs

In March 2007, the IASB issued a number
of amendments to IAS 23 “Borrowing
Costs”. The amendments require that
borrowing costs relating to the acquisition,
construction or production of a qualifying
asset be capitalized as part of the cost of
the asset. All other borrowing costs should
be expensed as incurred. The revised
standard is effective for annual periods
beginning on or after January 1, 2009, with
early application permitted. Retrospective
application is not required. As the Company
is already in compliance with the revised
standard, it believes that its adoption will
have no impact on its financial statements.

The definition of borrowing costs has also
been amended during the IASB’s annual
improvements project published in May
2008. The amended definition states that
interest expense must be calculated using
the effective interest method defined in
IAS 39, “Financial Instruments: Recognition
and Measurement”. This eliminates the
inconsistency of terms between IAS 39
and IAS 23. The Company will apply the
amended IAS 23 prospectively to the
capitalization of borrowing costs on
qualifying assets from January 1, 2009.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

IAS 27 (revised) - Consolidated and
Separate Financial Statements

In January 2008, the IASB issued revisions
to IAS 27, “Consolidated and Separate
Financial Statements”. The revised standard
requires the effects of all transactions with
non-controlling interests to be recorded

in equity if there is no change in control
and these transactions will no longer

result in goodwill or gains and losses.

The standard also specifies the accounting
when control is lost. Any remaining interest
in the entity is remeasured to fair value, and
a gain or loss is recognized in profit or loss.
The revised standard is effective for annual
periods beginning on or after July 1, 2009
and should not be applied before that date
unless it also applies IFRS 3 (revised) as
discussed previously. The Company is in
the process of assessing whether there will
be any significant changes to its financial
statements upon the adoption of the
revised standard. This revised standard

has not yet been endorsed by the EU.

IAS 32 (revised) - Financial Instruments:
Presentation and IAS 1 (revised)
Presentation of Financial Statements

In February 2008, the IASB issued
amendments to IAS 32, “Financial
Instruments: Presentation” and IAS 1,
“Presentation of Financial Statements”.
The amendments are relevant to entities
that have issued financial instruments
that are (i) puttable financial instruments,
or (i) instruments, or components of
instruments, which impose on the entity
an obligation to deliver to another party
a pro rata share of the net assets of the
entity only upon liquidation.

Under the revised IAS 32, subject to
specified criteria being met, these
instruments will be classified as equity
whereas, prior to these amendments, the
instruments would have been classified as
financial liabilities. The amendments are
effective for annual periods beginning on or
after January 1, 2009. The Company
believes that the adoption of these
amendments will not have a significant
impact on its financial statements.

IAS 39 (revised) - Financial Instruments:
Recognition and Measurement

On July 30, 2008, the IASB published
amendments to IAS 39, “Financial
Instruments: Recognition and
Measurement”, to clarify two hedge
accounting issues:

Inflation in a financial hedged item -
Inflation may only be hedged if changes
in inflation are a contractually specified
portion of cash flows of a recognized
financial instrument. However, the
amendment clarifies that an entity may
not designate an inflation component of
issued or acquired fixed rate debt in a fair
value hedge because such a component
is not separately identifiable and reliably
measurable. The amendments also clarify
that a risk-free or benchmark interest
rate portion of the fair value of a fixed
rate financial instrument will normally

be separately identifiable and reliably
measurable and, therefore, may be hedged.

A one-sided risk in a hedged item - 1AS 39
permits an entity to designate purchased
options as a hedging instrument in a hedge
of a financial or non-financial item.

The amendments make clear that the
intrinsic value, not the time value, of an
option reflects a one-sided risk and,
therefore, an option designated in its
entirety cannot be perfectly effective.
The time value of a purchased option

is not a component of the forecast
transaction that impacts profit or loss.

Therefore, if an entity designates an option
in its entirety as a hedge of a one-sided
risk arising from a forecast transaction,
hedge ineffectiveness will arise.
Alternatively, an entity may choose

to exclude time value as permitted by

IAS 39 to improve hedge effectiveness.

This amendment to IAS 39 is effective for
annual periods beginning on or after July 1,
2009, with earlier application permitted,
and must be applied retrospectively.

IAS 39 has also been amended during

the IASB’s annual improvements project
published in May 2008. This amendment
clarifies that it is possible for there to be
movements into and out of the fair value
through net income when a derivative
financial instrument commences or ceases
to qualify as a hedging instrument in cash
flow or a net investment hedge.

The definition of financial asset or financial
liability at fair value through profit or loss
as it relates to items that are held for
trading was also amended. This clarifies
that a financial asset or liability that is part
of a portfolio of financial instruments
managed together with evidence of an
actual recent pattern of short-term profit
taking, is included in such a portfolio on
initial recognition.
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The current guidance on designating and
documenting hedges states that a hedging
instrument must involve a party external
to the reporting entity and cites a segment
as an example of a reporting entity.

This means that in order for hedge
accounting to be applied at segment level,
the requirements for hedge accounting

are currently required to be met by the
applicable segment. The amendment
removes the example of a segment so that
the guidance is consistent with IFRS 8,
“Operating Segments”, which requires
disclosure for segments to be based

on information reported to the chief
operating decision-maker. After the
amendment is effective, the hedge will
continue to be reflected in the segment

to which the hedged items relate

(and information provided to the chief
operating decision-maker), but the
Company will not formally document

and test this relationship.

When remeasuring the carrying amount

of a debt instrument on cessation of fair
value hedge accounting, the amendment
clarifies that a revised effective interest
rate (calculated at the date fair value hedge
accounting ceases) should be used.

These amendments to IAS 39 are effective
for annual periods beginning on or after
January 1, 2009. The Company does not
expect that the revised standard will have
a significant impact on its financial
statements. This revised standard has

not yet been endorsed by the EU.

Amendments to IFRS standards and
interpretations as a result of the IASB’s
annual improvement project applicable
from 2009 onward

The following amendments are part of
the IASB’s annual improvements project
published in May 2008. Unless otherwise
indicated below, the Company is still in the
process of assessing whether there will

be any significant changes to its financial
statements upon adoption of these
amendments.

IFRS 5 (revised) - Non-current Assets Held
for Sale and Discontinued Operations

The amendment clarifies that all of

a subsidiary’s assets and liabilities are
classified as held for sale if a partial
disposal sale plan results in loss of control.
Relevant disclosure should be made for this
subsidiary if the definition of a discontinued
operation is met. A consequential
amendment to IFRS 1 states that these
amendments are applied prospectively
from the date of transition to IFRSs.

The revised standard is effective for annual
periods beginning on or after July 1, 2009.

IAS 16 (revised) - Property, Plant and
Equipment and IAS 7 (revised) - Statement
of Cash Flows

The amendment requires entities whose
ordinary activities comprise renting and
subsequently selling assets to present
proceeds from the sale of those assets

as revenue and to transfer the carrying
amount of the asset to inventories

when the asset becomes held for sale.

A consequential amendment to IAS 7 states
that cash flows arising from purchase,
rental and sale of those assets are to be
classified as cash flows from operating
activities. The amendment is effective
for annual periods beginning on or after
January 1, 2009. The Company does not
expect that the revised standard will have
a significant impact on its financial
statements.

IAS 19 (revised) - Employee Benefits

The amendment clarifies that a plan
amendment that reduces benefits affected
by future salary increases is

a curtailment, while an amendment that
changes benefits attributable to past
service results in negative past service cost
if it results in a reduction in the present
value of the defined benefit obligation.

The definition of return on plan assets
was amended to state that plan
administration costs are deducted in

the calculation of return on plan assets
only to the extent that such costs have
been excluded from measurement of the
defined benefit obligation.

The revised standard is effective for
annual periods beginning on or after
January 1, 2009. The Company will apply
the IAS 19 amendments prospectively
from January 1, 2009.

IAS 20 (revised) - Accounting for
Government Grants and Disclosure
of Government Assistance

The benefit of a below market rate
government loan is measured as the
difference between the carrying

amount in accordance with IAS 39,
“Financial Instruments: Recognition

and Measurement”, and the proceeds
received with the benefit accounted for

in accordance with IAS 20. The amendment
is effective for annual periods beginning

on or after January 1, 2009. The Company
does not expect that the revised standard
will have a significant impact on its
financial statements.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

IAS 28 (revised) - Investments
in Associates

The amendment states that an investment
in associate is treated as a single asset

for the purposes of impairment testing.
Any impairment loss should not be allocated
to specific assets included within the
investment, for example, goodwiill.
Reversals of impairment are recorded

as an adjustment to the investment

balance to the extent that the recoverable
amount of the associate increases.

Where an investment in associate is
accounted for in accordance with 1AS 39,
“Financial Instruments: Recognition and
Measurement”, only certain disclosure
requirements of IAS 28 need to be made
in addition to disclosures required by

IAS 32, “Financial Instruments:
Presentation” and IFRS 7, “Financial
Instruments: Disclosures”. The amendment
is effective for annual periods beginning
on or after January 1, 2009. The Company
does not expect that the revised standard
will have a significant impact on its
financial statements.

IAS 31 (revised) - Interests in Joint
Ventures, IAS 32 (revised) - Financial
Instruments: Presentation and

IFRS 7(revised) - Financial Instruments:
Disclosures

Where an investment in a joint venture

is accounted for in accordance with IAS 39,
“Financial Instruments: Recognition and
Measurement”, only certain disclosure
requirements of I1AS 31 need to be made
in addition to disclosures required by

IAS 32, “Financial instruments:
Presentation”, and IFRS 7, “Financial
Instruments: Disclosures”. The amendment
is effective for annual periods beginning
on or after January 1, 2009. The Company
does not expect that the revised standard
will have a significant impact on its
financial statements.

IAS 36 (revised) - Impairment of Assets

The amendment states that where fair
value less costs to sell is calculated on the
basis of discounted cash flows, disclosures
equivalent to those for value in use
calculation should be made. The revised
standard is effective for annual periods
beginning on or after January 1, 2009.
The Company does not expect that the
revised standard will have a significant
impact on its financial statements.

IAS 38 (revised) - Intangible Assets

The amendment states that a prepayment
may only be recognized in the event that
payment has been made in advance of
obtaining right of access to goods or
receipt of services. The amendment also
deletes the wording that states that there
is ‘rarely, if ever’ support for use of a
method that results in a lower rate of

amortization than the straight-line method.

The revised standard is effective for annual
periods beginning on or after January 1,
2009. The Company does not expect that
the revised standard will have a significant
impact on its financial statements.

IAS 40 (revised) - Investment Property
and IAS 16 (revised) - Property,
Plant and Equipment

Property that is under construction or
development for future use as investment
property is within the scope of IAS 40,
“Investment Property”. Where the fair
value model is applied, such property is,
therefore, measured at fair value.
However, where fair value of investment
property under construction is not
reliably measurable, the property

is measured at cost until the earlier of

the date construction is completed and
the date at which fair value becomes
reliably measurable. The amendment is
effective for annual periods beginning on
or after January 1, 2009. The Company
does not expect that the revised standards
will have a significant impact on its
financial statements.

IFRIC 15 - Agreements for the Construction
of Real Estate

On July 3, 2008, the International Financial
Reporting Interpretations Committee,

(the “IFRIC") issued IFRIC 15, “Agreements
for the Construction of Real Estate”.

The interpretation addresses the
accounting for revenue and associated
expenses by units that undertake the
construction of real estate directly or
through subcontractors. The Company
does not expect that this interpretation
will have a significant impact on its financial
statements. IFRIC 15 is effective for annual
periods beginning on or after January 1,
2009. This interpretation has not yet

been endorsed by the EU.

IFRIC 16 - Hedges of a Net Investment
in a Foreign Operation

On July 3, 2008, the IFRIC issued IFRIC 16,
“Hedges of a Net Investment in a Foreign
Operation”. The interpretation provides
guidance on net investment hedging,
including which foreign currency risks
qualify for hedge accounting and what
amount can be designated, where within
the group the hedging instrument can

be held and what amount should be
reclassified to net income when the
hedged foreign operation is disposed.
IFRIC 16 is effective for annual periods
beginning on or after October 1, 2008.
The Company does not expect that the
revised standard will have a significant
impact on its financial statements.

This interpretation has not yet been
endorsed by the EU.
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IFRIC 17 - Distributions of Non-cash
Assets to Owners

In November 2008, the IFRIC issued

IFRIC 17, “Distributions of Non-cash Assets
to Owners”, that clarifies that a dividend
payable should be recognized when the
dividend is appropriately authorized and

is no longer at the discretion of the entity.
The dividend payable should be measured
at the fair value of the net assets to be
distributed. The entity should recognize
the difference between the dividend paid
and the carrying amount of the net assets
distributed in profit or loss and the entity
needs to provide additional disclosures

if the net assets that are being held

for distribution to owners meet the
definition of a discontinued operation.

This interpretation applies prospectively

to pro rata distributions of non-cash
assets except for common control
transactions and is effective for annual
periods beginning on or after July 1, 2009.
Earlier application is permitted.

The Company is in the process of assessing
whether there will be any material changes
to its financial statements upon the
adoption of IFRIC 17. This interpretation
has not yet been endorsed by the EU.

IFRIC 18 - Transfers of Assets
from Customers

In January 2009, the IFRIC issued IFRIC 18,
“Transfers of Assets from Customers”,

that provides guidance on the accounting
for transfers of cash or items of property,
plant and equipment by entities that
receive such transfers from their
customers. Agreements within the scope
of this interpretation are agreements

in which an entity receives from a customer
an item of property, plant and equipment
that the entity must then use either to
connect the customer to a network or

to provide the customer with ongoing
access to a supply of goods or services,

or to do both.

If the transferred item of property, plant
and equipment meets the definition of an
asset, the entity shall measure the cost of
the asset received on initial recognition at
its fair value and consequently the entity
shall recognize revenue in accordance with
IAS 18, “Revenue”. This interpretation
applies prospectively to transfers of assets
or cash from customers received on

or after July 1, 2009. Earlier application

is permitted provided the valuations and
other information needed to apply the
Interpretation to past transfers were
obtained at the time those transfers
occurred. The Company is in the process
of assessing whether there will be any
material changes to its financial statements
upon the adoption of IFRIC 18.

This interpretation has not yet been
endorsed by the EU.

Basis of consolidation

The consolidated financial statements
include the accounts of the Company,

its Operating Subsidiaries, and its
respective interest in associated companies
and jointly controlled entities. Subsidiaries
are consolidated from the date of
acquisition which is considered to be

the date the Company obtains control until
the date control ceases. Control is defined
as the power to govern the financial and
operating policies of an entity, so as to
obtain benefits derived from its activities.
Control is presumed to exist when

the Company holds more than half

of the voting rights.

Associated companies are those companies
over which the Company has the ability

to exercise significant influence on the
financial and operating policy decisions
which are not Operating Subsidiaries.
Generally, significant influence is presumed
to exist when the Company holds more
than 20% of the voting rights.

In addition, jointly controlled entities

are companies over whose activities

the Company has joint control under

a contractual agreement. The consolidated
financial statements include the Company’s
share of the total recognized gains and
losses of associates and jointly controlled
entities on an equity accounted basis from
the date that significant influence
commences until the date significant
influence ceases, adjusted for any
impairment loss. Adjustments to the
carrying amount may also be necessary for
changes in the Company’s proportionate
interest in the investee arising from
changes in the investee’s equity that have
not been recognized in the investee’s profit
or loss. The Company'’s share of those
changes is recognized directly in equity.

Other investments are classified as
available-for-sale and are stated at fair
value when their fair value can be reliably
measured. When fair value cannot be
measured reliably, the investments are
carried at cost less impairment.

Intra-company balances and transactions,
including income, expenses and dividends,
are eliminated in the preparation of the
consolidated financial statements.

Gains and losses resulting from
intra-company transactions that are
recognized in assets are eliminated in full.

Minority interests represent the portion
of profit or loss and net assets not held
by the Company and are presented
separately in the statement of income
and within equity in the consolidated
balance sheet.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

Note 2: Summary of Significant
Accounting Policies

Translation of financial statements
denominated in foreign currency

The functional currency of each of the
major Operating Subsidiaries is the local
currency, except for ArcelorMittal SA,
OJSC ArcelorMittal Kryviy Rih,
ArcelorMittal Lazaro Cardenas S.A.

de C.V., ArcelorMittal Brasil, ArcelorMittal
Galati S.A., and ArcelorMittal Temirtau,
whose functional currency is the U.S. dollar.
Following the merger of the flat and long
operations in Brazil, the Company reviewed
various indicators and concluded that

the U.S. dollar represents most faithfully
the economic effects of the merged

entity operations.

Transactions in currencies other than
the functional currency of a subsidiary
are recorded at the rates of exchange
prevailing at the date of the transaction.
Monetary assets and liabilities in currencies
other than the functional currency are
remeasured at the rates of exchange
prevailing at the balance sheet date

and the related transaction gains and
losses are reported in the consolidated
statement of income.

Upon consolidation, the results of
operations of ArcelorMittal’s subsidiaries
and associates whose functional currency
is other than the U.S. dollar are translated
into U.S. dollars at the monthly average
exchange rates and assets and liabilities are
translated at the year-end exchange rates.
Translation adjustments are recognized
directly in equity and are included in net
earnings only upon sale or liquidation of the
underlying foreign subsidiary or associate.

Business combinations

Acquisitions of subsidiaries and businesses
are accounted for using the purchase
accounting method. The cost of the
acquisition is measured at the aggregate
of the fair values (at the date of exchange)
of assets given, liabilities incurred or
assumed, and equity instruments issued
by ArcelorMittal in exchange for control

of the acquiree, plus any costs directly
attributable to the business combination.
The acquiree’s identifiable assets (including
previously unrecognized intangible assets),
liabilities and contingent liabilities are
recognized at their fair values at the
acquisition date. The interest of minority
shareholders in the acquiree is initially
measured at the minority’s proportion of
the net fair value of the assets, liabilities
and contingent liabilities recognized.

When an acquisition is completed by

a series of successive transactions,

each significant transaction is considered
individually for the purpose of the
determination of the fair value of the
identifiable assets, liabilities and contingent
liabilities acquired and hence for the
goodwill associated with the acquisition.
The fair values of the identifiable assets
and liabilities acquired can vary at the date
of each transaction. Interests previously
held in that entity are revalued on the basis
of the fair values of the identifiable assets
and liabilities at the date control is obtained.
The excess of the cost over the fair value
of the net assets acquired is recorded as
goodwill or as a gain in the statement

of income when the fair value of the asset
acquired exceeds the cost.

Subsequent purchases, after the Company
has obtained control, are treated as the
acquisitions of shares from minority
shareholders: the identifiable assets and
liabilities of the entity are not subject to a
further revaluation and the positive or
negative difference between the cost of
such subsequent acquisitions and the net
value of the additional proportion of the
company acquired is recorded as goodwill
or immediately as a gain in the statement
of income when the difference is negative.

Cash and cash equivalents

Cash and cash equivalents consist of cash
and short-term highly liquid investments
that are readily convertible to cash with
original maturities of three months or less
at the time of purchase and are carried

at cost plus accrued interest, which
approximates fair value.

Restricted cash

Restricted cash represents cash and cash
equivalents not readily available to the
Company, mainly related to insurance
deposits, various other deposits or required
balance obligations related to letters of
credit and credit arrangements, and escrow
accounts created as a result of acquisitions.

Trade accounts receivable

Trade accounts receivable are initially
recorded at their fair value and do not carry
any interest. ArcelorMittal maintains an
allowance for doubtful accounts at an
amount that it considers to be a sufficient
estimate of losses resulting from the
inability of its customers to make required
payments. An allowance is recorded and
charged to expense when an account is
deemed to be uncollectible. In judging the
adequacy of the allowance for doubtful
accounts, ArcelorMittal considers multiple
factors including historical bad debt
experience, the current economic
environment and the aging of the
receivables. Recoveries of trade receivables
previously reserved in the allowance for
doubtful accounts are recorded as gains

in the statement of income.
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ArcelorMittal has provided for all
receivables over 180 days because
historical experience is such that
receivables that are past due beyond

180 days are generally not recoverable.
Trade receivables between 60 days and
180 days are provided for based on
estimated irrecoverable amounts from the
sale of goods and/or services, determined
by reference to past default experience.

Inventories

Inventories are carried at the lower of

cost and net realizable value. Cost is
determined using the first-in, first-out
(“FIFO") method or average cost method,
which approximates FIFO. Costs of
production in process and finished goods
include the purchase costs of raw materials
and conversion costs such as direct labor
and an allocation of fixed and variable
production overheads. Raw materials and
spare parts are valued at cost inclusive

of freight and shipping and handling costs.
Net realizable value represents the
estimated selling price at which the
inventories can be realized in the normal
course of business after allowing for the
cost of conversion from their existing state
to a finished condition and for the cost

of marketing, selling, and distribution.

Goodwill and negative goodwill

Goodwill arising on an acquisition

is recognized as an asset and initially
measured at cost, being the excess of
the cost of the business combination

over ArcelorMittal’s interest in the net fair
value of the identifiable assets, liabilities
and contingent liabilities recognized.

Goodwill is allocated to the
cash-generating units expected to

benefit from the synergies of the
combination for the purpose of impairment
testing. The allocation is made to those
cash-generating units or groups of
cash-generating units that are expected

to benefit from the business combination
in which the goodwill arose.

Goodwill is reviewed at the
cash-generating unit level for

impairment annually or whenever

changes in circumstances indicate that the
carrying amount may not be recoverable.
The recoverable amounts of the
cash-generating units are determined
from the higher of fair value less cost

to sell or value in use calculations,

as described in the impairment of tangible
and intangible assets. The key assumptions
for the value in use calculations are those
regarding the discount rates, growth rates
and expected changes to selling prices
and direct costs during the period.
Management estimates discount rates
using pre-tax rates that reflect current

market rates for investments of similar risk.

The growth rates are based on the
Company'’s growth forecasts which are

in line with industry trends. Changes in
selling prices and direct costs are based
on historical experience and expectations
of future changes in the market.

Cash flow forecasts are derived from the
most recent financial forecasts for the
next five years. Beyond the specifically
forecasted period, the Company
extrapolates cash flows for the remaining
years based on an estimated growth rate.
This rate does not exceed the average
long-term growth rate for the relevant
markets. Once recognized, impairment
losses recognized for goodwill are not
reversed. On disposal of a subsidiary,

any residual amount of goodwiill is included
in the determination of the profit or loss
on disposal.

ArcelorMittal has historically purchased
certain steel assets involved in various
privatization programs in former
government controlled economies.
Businesses with these characteristics
typically have been purchased for

an amount that does not exceed net asset
fair value, thus producing negative goodwill
for accounting purposes.

In a business combination in which

the fair value of the identifiable net
assets acquired exceeds the cost of the
acquired business, the Company reassesses
the fair value of the assets acquired.

If, after reassessment, ArcelorMittal’s
interest in the net fair value of the
acquiree’s identifiable assets, liabilities
and contingent liabilities exceeds the
cost of the business combination,

the excess (negative goodwill) is
recognized immediately in the
statement of income.

Intangible assets

Intangible assets are recognized only
when it is probable that the expected
future economic benefits attributable

to the assets will accrue to the Company
and the cost can be reliably measured.
Intangible assets acquired separately

by ArcelorMittal are initially recorded

at cost and those acquired in a business
combination are recorded at fair value.
These primarily include the cost of
technology and licenses purchased

from third parties. Intangible assets are
amortized on a straight-line basis over
their estimated economic useful lives
which typically are not to exceed five years.

Costs incurred on internally developed
products are recognized as intangible
assets from the date that all of the
following conditions are met: (i) completion
of the development is considered
technically feasible and commercially viable;
(i) it is the intention and ability of the
Company to complete the intangible asset
and use or sell it; (iii) it is probable that the
intangible asset will generate future
economic benefits; (iv) adequate technical,
financial, and other resources to complete
the development and to use or sell the
intangible asset are available; and (v) it is
possible to reliably measure the expenditure
attributable to the intangible asset during
its development.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

The intangible asset capitalized includes
the cost of materials, direct labor costs
and an appropriate proportion of overheads
incurred during its development.
Capitalized development expenditures

are stated at cost less accumulated
amortization and impairment losses.
Other development expenditures

that do not meet the conditions for
recognition as an asset are recognized

as an expense as part of operating income
in the statement of income in the period
in which it is incurred.

Property, plant and equipment

Property, plant and equipment is recorded
at cost less accumulated depreciation

and impairment. Cost includes professional
fees and, for assets constructed by the
Company, any related works to the extent
that these are directly attributable to the
acquisition or construction of the asset.
Property, plant and equipment except land
are depreciated using the straight-line
method over the useful lives of the
related assets which are presented in

the table below.

Asset Category Useful Life Range
Land Not depreciated
Buildings 10 to 50 years
Steel plant equipment 15 to 30 years
Auxiliary facilities 15 to 30 years

Other facilities 5 to 20 years

Major improvements, which add to
productive capacity or extend the life

of an asset, are capitalized, while repairs
and maintenance are charged to expense
as incurred. Where a tangible fixed asset
comprises major components having
different useful lives, these components
are accounted for as separate items.

Property, plant and equipment used

in mining activities is depreciated over its
useful life or over the remaining life of the
mine if shorter and if there is no alternative
use possible. For the majority of assets used
in mining activities, the economic benefits
from the asset are consumed in a pattern
which is linked to the production level and
accordingly, assets used in mining activities

are depreciated on a unit of production basis.

Property, plant and equipment under
construction are recorded as construction
in progress until they are ready for their
intended use; thereafter they are
transferred to the related category of
property, plant and equipment and
depreciated over their estimated useful
lives. Interest incurred during construction
is capitalized. Gains and losses on
retirement or disposal of assets are
reflected in the statement of income.

Property, plant and equipment acquired

by way of finance leases are stated at an
amount equal to the lower of the fair value
and the present value of the minimum lease
payments at the inception of the lease.
Each lease payment is allocated between
the finance charges and a reduction of the
lease liability. The interest element of the
finance cost is charged to the statement
of income over the lease period so as

to achieve a constant rate of interest

on the remaining balance of the liability.

Investment in associates, joint ventures
and other entities

Investments in associates and joint
ventures, in which ArcelorMittal has the
ability to exercise significant influence,

are accounted for under the equity method.
The investment is carried at the cost at

the date of acquisition, adjusted for
ArcelorMittal’s equity in undistributed
earnings or losses since acquisition,

less dividends received and impairment.

Any excess of the cost of the acquisition
over the Company'’s share of the net fair
value of the identifiable assets, liabilities,
and contingent liabilities of the associate
or joint venture recognized at the date

of acquisition is recognized as goodwiill.
The goodwill is included in the carrying
amount of the investment and is evaluated
for impairment as part of the investment.

ArcelorMittal reviews all of its investments
in associates and joint ventures at each
reporting date to determine whether there
is any evidence that the investment may
be impaired. If objective evidence indicates
that the investment is impaired,
ArcelorMittal calculates the amount

of the impairment as being the difference
between the value in use of the investment
and its carrying value. The amount of

any write-down is included in the overall
income from investments in associated
companies in the statement of income.

Investments in other entities, over which
the Company and/or its Operating
Subsidiaries do not have the ability

to exercise significant influence and
have a readily determinable fair value,
are accounted for at fair value with any
resulting gain or loss included in equity.
To the extent that these investments
do not have a readily determinable fair
value, they are accounted for under the
cost method.
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Assets held for sale

Non-current assets, and disposal groups,
are classified as held for sale and are
measured at the lower of carrying
amount and fair value less costs to sell.
Assets and disposal groups are classified
as held for sale if their carrying amount
will be recovered through a sale transaction
rather than through continuing use.

This condition is regarded as met only
when the sale is highly probable and the
asset, or disposal group, is available for
immediate sale in its present condition
and is marketed for sale at a price that

is reasonable in relation to its current fair
value. Assets held for sale are presented
separately on the balance sheet and are
not depreciated.

Deferred employee benefits

Defined contribution plans are those

plans where ArcelorMittal pays fixed
contributions to an external life insurance
or pension fund for certain categories of
employees. Contributions are paid in return
for services rendered by the employees
during the period. They are expensed as
they are incurred in line with the treatment
of wages and salaries. No provisions

are established in respect of defined
contribution plans, as they do not generate
future commitments for ArcelorMittal.

Defined benefit plans are those plans that
provide guaranteed benefits to certain
categories of employees, either by way

of contractual obligations or through

a collective agreement. For defined benefit
plans, the cost of providing benefits is
determined using the Projected Unit Credit
Method, with actuarial valuations being
carried out at each balance sheet date.

Actuarial gains and losses that exceed

10% of the greater of the present value

of the Company’s defined benefit obligation
and the fair value of plan assets at the

end of the prior year are amortized over
the expected average remaining working
lives of the participating employees.

Past service cost is recognized immediately
to the extent that the benefits are already
vested, and otherwise is amortized on

a straight-line basis over the average
period until the benefits become vested.

The retirement benefit obligation
recognized in the balance sheet represents
the present value of the defined benefit
obligation as adjusted for unrecognized
actuarial gains and losses and unrecognized
past service cost, and as reduced by

the fair value of plan assets. Any asset
resulting from this calculation is limited

to unrecognized actuarial losses and past
service cost, plus the present value

of available refunds and reductions in
future contributions to the plan.

Voluntary retirement plans primarily
correspond to the practical implementation
of social plans or are linked to collective
agreements signed with certain categories
of employees. Early retirement plans are
those plans that primarily correspond

to terminating an employee’s contract
before the normal retirement date.

Early retirement plans are considered
effective when the affected employees
have formally been informed and when
liabilities have been determined using

an appropriate actuarial calculation.

Liabilities relating to the early retirement
plans are calculated annually on the basis
of the effective number of employees likely
to take early retirement and are discounted
using an interest rate which corresponds

to that of highly-rated bonds that have
maturity dates similar to the terms of the
Company’s early retirement obligations.
Termination benefits are provided in
connection with voluntary separation plans.
The Company recognizes a liability and
expense when it has a detailed formal

plan which is without realistic possibility

of withdrawal and the plan has been
communicated to employees or their
representatives.

Other long-term employee benefits include
various plans that depend on the length
of service, such as long service and
sabbatical awards, disability benefits and
long-term compensated absences such
as sick leave. The amount recognized

as a liability is the present value of benefit
obligations at the balance sheet date,

and all changes in the provision (including
actuarial gains and losses or past service
costs) are recognized in the statement

of income.

Provisions and accruals

ArcelorMittal recognizes provisions for
liabilities and probable losses that have
been incurred when it has a present legal
or constructive obligation as a result of
past events and it is probable that the
Company will be required to settle the
obligation and a reliable estimate of the
amount of the obligation can be made.

If the effect of the time value of money
is material, provisions are discounted
using a current pre-tax rate that reflects,
where appropriate, the risks specific to
the liability. Where discounting is used,
the increase in the provision due to the
passage of time is recognized as

a financing cost.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

Provisions for restructuring relate to the
estimated costs of initiated reorganizations
that have been approved by the Group
Management Board, and which involve
the realignment of certain parts of the
industrial and commercial organization.
When such reorganizations require
discontinuance and/or closure of lines

or activities, the anticipated costs of
closure or discontinuance are included

in restructuring provisions. A liability

is recognized for those costs only when
the Company has a detailed formal plan
for the restructuring and has raised a valid
expectation with those affected that it will
carry out the restructuring by starting

to implement that plan or announcing

its main features to those affected by it.

Environmental costs

Environmental costs that relate to current
operations are expensed or capitalized

as appropriate. Environmental costs that
relate to an existing condition caused by
past operations, and which do not
contribute to current or future revenue
generation or cost reduction, are expensed.
Liabilities are recorded when environmental
assessments and or remedial efforts are
probable and the cost can be reasonably
estimated based on ongoing engineering
studies, discussions with the environmental
authorities and other assumptions relevant
to the nature and extent of the remediation
that may be required. The ultimate cost

to ArcelorMittal is dependent upon factors
beyond its control such as the scope and
methodology of the remedial action
requirements to be established by
environmental and public health authorities,
new laws or government regulations,
rapidly changing technology and the
outcome of any potential related litigation.
Environmental liabilities are discounted

if the aggregate amount of the obligation
and the amount and timing of the cash
payments are fixed or reliably determinable.

Asset retirement obligations

ArcelorMittal records asset retirement
obligations (“ARQ”) initially at the fair
value of the legal liability in the period
in which it is incurred and capitalizes
the ARO by increasing the carrying
amount of the related non-current asset.
The fair value of the obligation is
determined as the discounted value

of the expected future cash flows.

The liability is accreted to its present
value each period and the capitalized
cost is depreciated in accordance with
the Company’s depreciation policies for
property, plant and equipment.

Income taxes

The tax currently payable is based on
taxable profit for the year. Taxable profit
differs from profit as reported in the
consolidated statement of income because
it excludes items of income or expense
that are taxable or deductible in other
years and it further excludes items that
are never taxable or deductible.

The Company’s liability for current tax

is calculated using tax rates that have
been enacted or substantively enacted
by the balance sheet date.

Deferred tax is recognized on differences
between the carrying amounts of assets
and liabilities in the financial statements
and the corresponding tax basis used

in the computation of taxable profit,

and is accounted for using the balance
sheet liability method. Deferred tax
liabilities are generally recognized for

all taxable temporary differences,

and deferred tax assets are generally
recognized for all deductible temporary
differences to the extent that it is probable
that taxable profits will be available against
which those deductible temporary
differences can be utilized.

Such assets and liabilities are not
recognized if the taxable temporary
difference arises from the initial recognition
of goodwill or if the differences arise from
the initial recognition (other thanin a
business combination) of other assets and
liabilities in a transaction that affects
neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognized for
taxable temporary differences associated
with investments in subsidiaries and
associates, and interests in joint ventures,
except where the Company is able to
control the reversal of the temporary
difference and it is probable that the
temporary difference will not reverse

in the foreseeable future. Deferred tax
assets arising from deductible temporary
differences associated with such
investments and interests are only
recognized to the extent that it is
probable that there will be sufficient
taxable profits against which to utilize
the benefits of the temporary differences
and they are expected to reverse in the
foreseeable future.

Deferred tax assets and liabilities

are measured at the tax rates that are
expected to apply in the period in which
the liability is settled or the asset realized,
based on tax rates (and tax laws) that have
been enacted or substantively enacted by
the balance sheet date. The measurement
of deferred tax liabilities and assets reflects
the tax consequences that would follow
from the manner in which the Company
expects, at the reporting date, to recover
or settle the carrying amount of its assets
and liabilities. The carrying amount of
deferred tax assets is reviewed at each
balance sheet date and reduced to the
extent that it is no longer probable that
sufficient taxable profits will be available

to allow all or part of the asset to be
recovered.
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Deferred tax assets and liabilities are

offset when there is a legally enforceable
right to set off current tax assets against
current tax liabilities and when they relate
to income taxes levied by the same taxation
authority and the Company intends to
settle its current tax assets and liabilities

on a net basis.

Financial instruments
Derivative financial instruments

The Company enters into derivative
financial instruments principally to manage
its exposure to fluctuation in interest rates,
exchange rates, prices of raw materials,
energy and emission rights allowances.
Derivative financial instruments are
classified as current assets or liabilities
based on their maturity dates and are
accounted for at trade date. Embedded
derivatives are separated from the host
contract and accounted for separately if
required by IAS 39, “Financial Instruments:
Recognition and Measurement”.

The Company measures all derivative
financial instruments based on fair values
derived from market prices of the
instruments or from option pricing models,
as appropriate. Gains or losses arising from
changes in fair value of derivatives are
recognized in the statement of income,
except for derivatives that are highly
effective and qualify for cash flow or

net investment hedge accounting.

Changes in the fair value of a derivative
that is highly effective and that is
designated and qualifies as a fair value
hedge, along with the gain or loss on the
hedged asset, liability, or unrecognized
firm commitment of the hedged item
that is attributable to the hedged risk,
are recorded in the statement of income.

Changes in the fair value of a derivative
that is highly effective and that

is designated and qualifies as a cash

flow hedge are recorded in equity.
Amounts deferred in equity are recorded
in the statement of income in the periods
when the hedged item is recognized

in the statement of income and within
the same line item.

The Company formally assesses, both at
the hedge’s inception and on an ongoing
basis, whether the derivatives that are used
in hedging transactions are highly effective
in offsetting changes in fair values or cash
flows of hedged items. When a hedging
instrument is sold, terminated, expires or
is exercised, the cumulated unrealized gain
or loss on the hedging instrument is
maintained in equity until the forecasted
transaction occurs. If the hedged
transaction is no longer probable, the
cumulative unrealized gain or loss, which
had been recognized in equity, is reported
immediately in the statement of income.

Foreign currency differences arising

on the retranslation of a financial liability
designated as a hedge of a net investment
in a foreign operation are recognized
directly as a separate component of equity,
to the extent that the hedge is effective.
To the extent that the hedge is ineffective,
such differences are recognized in the
statement of income.

Non-derivative financial instruments

Non-derivative financial instruments
include cash and cash equivalents,

trade and other receivables, investments
in equity securities, trade and other
payables and debt and other liabilities.
These instruments are recognized initially
at fair value when the Company becomes
a party to the contractual provisions of the
instrument. They are derecognized if the
Company'’s contractual rights to the cash
flows from the financial instruments expire
or if the Company transfers the financial
instruments to another party without
retaining control or substantially all risks
and rewards of the instruments.

The Company classifies its investments
in equity securities that have readily
determinable fair values as
available-for-sale which are recorded

at fair value. Unrealized holding gains
and losses, net of the related tax effect,
on available-for-sale equity securities are
reported as a separate component of
equity until realized. Realized gains and
losses from the sale of available-for-sale
securities are determined on a first-in,
first-out basis.

Investments in privately held companies
that are not considered equity method
investments are carried at cost.

Debt and liabilities, other than provisions,
are stated at amortized cost. However,
loans that are hedged under a fair value
hedge are remeasured for the changes

in the fair value that are attributable

to the risk that is being hedged.

Impairment of financial assets

A financial asset is considered to be
impaired if objective evidence indicates
that one or more events have had

a negative effect on the estimated future
cash flows of that asset. Estimated future
cash flows are determined using various
assumptions and techniques, including
comparisons to published prices in an
active market and discounted cash flow
projections using projected growth rates,
weighted average cost of capital,

and inflation rates. In the case of
available-for-sale securities, a significant
or prolonged decline in the fair value of the
security below its cost is considered an
indicator that the securities are impaired.
If any such evidence exists for
available-for-sale financial assets,

the cumulative loss - measured as the
difference between the acquisition cost
and the current fair value, less any
impairment loss on that financial asset
previously recognized in the statement

of income - is removed from equity

and recognized in the statement of income.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

If objective evidence indicates that cost
method investments need to be tested
for impairment, calculations are based
on information derived from business
plans and other information available
for estimating their value in use.

Any impairment loss is charged to the
statement of income.

An impairment loss related to financial
assets is reversed if and to the extent there
has been a change in the estimates used
to determine the recoverable amount.

The loss is reversed only to the extent that
the asset’s carrying amount does not
exceed the carrying amount that would
have been determined, if no impairment
loss had been recognized. Reversals of
impairment are recognized in net income
except for reversals of impairment of
available-for-sale equity securities,

which are recognized in equity.

Emission rights

ArcelorMittal’s industrial sites which are
regulated by the European Directive
2003/87/EC of October 13, 2003 on
carbon dioxide (“CO,") emission rights,
effective as of January 1, 2005 and
amended by European Directive
2004/101/EC of October 27, 2004,

are located primarily in Germany, Belgium,
Spain, France, Poland, Romania, Czech
Republic and Luxembourg. The emission
rights allocated to the Company on a
no-charge basis pursuant to the annual
national allocation plan are recorded on the
balance sheet at nil value and purchased
emission rights are recorded at cost.
Gains and losses from the sale of excess
allowances are recognized in the statement
of income. If at the balance sheet date
the Company is short of emission rights,
it will record a provision through the
statement of income.

Revenue recognition

Revenue is measured at the fair value

of the consideration received or receivable.
Revenue is reduced for estimated customer
returns and other similar allowances.

Revenue from the sale of goods is
recognized when the Company has
transferred to the buyer the significant risks
and rewards of ownership of the goods, no
longer retains control over the goods sold,
the amount of revenue can be measured
reliably, it is probable that the customer

has accepted the ownership and risk and
rewards of ownership of the goods, and the
costs incurred or to be incurred in respect
of the transaction can be measured reliably.

Shipping and handling costs

ArcelorMittal records amounts billed

to a customer in a sale transaction for
shipping and handling costs as sales and
the related shipping and handling costs
incurred as cost of sales.

Financing costs

Financing costs include interest income

and expense, amortization of discounts

or premiums on borrowings, amortization
of costs incurred in connection with the
arrangement of borrowings and net gain

or loss from foreign exchange on translation
of long-term debt, net of unrealized gains
and losses on foreign exchange contracts.

Earnings per common share

Basic earnings per common share is
computed by dividing net income by the
weighted average number of common
shares outstanding. Diluted earnings per
share is computed by dividing income
available to shareholders and assumed
conversion by the weighted average
number of common shares and potential
common shares from outstanding stock
options. Potential common shares are
calculated using the treasury stock
method and represent incremental
shares issuable upon exercise of the
Company'’s outstanding stock options.

Stock option plan/share-based
payments

ArcelorMittal issues equity-settled
share-based payments to certain
employees. Equity-settled share-based
payments are measured at fair value
(excluding the effect of non market-based
vesting conditions) at the date of grant.
The fair value determined at the grant
date of the equity-settled share-based
payments is expensed on a graded vesting
basis over the vesting period, based on
the Company’s estimate of the shares

that will eventually vest and adjusted for
the effect of non market-based vesting
conditions. Fair value is measured using the
Black-Scholes pricing model. The expected
life used in the model has been adjusted,
based on management’s best estimate, for
the effects of non-transferability, exercise
restrictions and behavioral considerations.

Segment reporting

ArcelorMittal reports its operations in

six operating segments: Flat Carbon
Americas, Flat Carbon Europe, Long Carbon
Americas and Europe, Africa, Asia and
Commonwealth of Independent States
(“AACIS"), Stainless Steel and ArcelorMittal
Steel Solutions and Services.

These business segments are used as the
primary format for segmental reporting.
They include attributable goodwill,
intangible assets, property, plant and
equipment, and equity method
investments. They do not include cash

and short-term deposits, short-term
investments, tax assets, and other current
financial assets. Segment liabilities are also
those resulting from the normal activities
of the segment, excluding tax liabilities and
indebtedness but including post retirement
obligations where directly attributable to
the segment. Financing items are managed
centrally for the Company as a whole and
so are not directly attributable to individual
business segments.
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Geographical sectors are used as the
secondary format for segmental reporting.
Those areas separately disclosed represent
ArcelorMittal’s most significant regional
markets. Segment assets are operational
assets employed in each region and include
items such as tax and pension balances
that are specific to a country. They do not
include goodwill, deferred tax assets,

other investments or receivables and
other non-current financial assets.
Segment liabilities are those arising

within each region, excluding indebtedness.
Financing items are managed centrally for
the Company as a whole and so are not
directly attributable to individual
geographical segments.

Critical accounting judgments

The critical accounting judgments

and significant assumptions made by
management in the preparation of these
financial statements are provided below.

Purchase accounting

Accounting for acquisitions requires
ArcelorMittal to allocate the cost of the
enterprise to the specific assets acquired
and liabilities assumed based on their
estimated fair values at the date of the
acquisition. In connection with each of

its acquisitions, the Company undertakes

a process to identify all assets and liabilities
acquired, including acquired intangible
assets. The judgments made in identifying
all acquired assets, determining the
estimated fair value assigned to each class
of assets acquired and liabilities assumed,
as well as asset lives, can materially impact
results of operations. Estimated fair values
are based on information available near the
acquisition date and on expectations and
assumptions that have been deemed
reasonable by management.

There are several methods that can

be used to determine the fair value of
assets acquired and liabilities assumed.

For intangible assets, the Company typically
uses the “income method”. This method

is based on the forecast of the expected
future cash flows adjusted to present value
by applying an appropriate discount rate
that reflects the risk factors associated
with the cash flow streams. Some of the
more significant estimates and assumptions
inherent in the income method or other
methods include: the amount and timing

of projected future cash flows; the discount
rate selected to measure the risks inherent
in the future cash flows (weighted average
cost of capital); the assessment of the
asset’s life cycle and the competitive trends
impacting the asset, including consideration
of any technical, legal, regulatory,

or economic barriers to entry.

The most common purchase accounting
adjustments relate to the following assets
and liabilities:

- The fair value of identifiable intangible
assets (generally patents, customer
relationships and favorable and
unfavorable contracts) is estimated
as described above.

- Property, plant and equipment is recorded
at depreciated replacement cost.

- The fair value of pension and other
post-employment benefits is determined
separately for each plan using actuarial
assumptions valid as of the acquisition
date relating to the population
of employees involved and the fair
value of plan assets.

- Inventories are estimated based
on expected selling prices at the date
of acquisition reduced by an estimate
of selling expenses and a normal
profit margin.

- Adjustments to deferred tax assets
and liabilities of the acquiree are recorded
to reflect purchase price adjustments,
other than goodwill.

Determining the estimated useful lives
of tangible and intangible assets acquired
requires judgment, as different types

of assets will have different useful lives
and certain intangible assets may be
considered to have indefinite useful lives.

If the fair value of the net assets acquired
exceeds their acquisition cost, the excess
is recognized immediately as a gain

in the statement of income.

Deferred tax assets

ArcelorMittal records deferred tax assets
and liabilities based on the differences
between the carrying amount of assets

and liabilities in the financial statements and
the corresponding tax bases. Deferred tax
assets are also recognized for the estimated
future effects of tax losses carried forward.
ArcelorMittal reviews the deferred tax
assets in the different jurisdictions in which
it operates periodically to assess the
possibility of realizing such assets based

on projected taxable profit, the expected
timing of the reversals of existing
temporary differences, the carry forward
period of temporary differences and

tax losses carried forward and the
implementation of tax-planning strategies.

Note 19 describes the total deferred

tax assets recognized in the consolidated
balance sheets and the estimated future
taxable income required to utilize the
recognized deferred tax assets.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

Provisions for pensions and other
post-employment benefits

ArcelorMittal’s Operating Subsidiaries

have employee benefits such as pension
plans and post-employment benefit plans
(primarily post-employment health care).
The expense associated with these pension
plans and post-employment benefits,

as well as the carrying amount of the
related liability/asset on the balance sheet
is based on a number of assumptions and
factors such as discount rates, expected
rate of compensation increase, expected
return on plan assets, health care cost trend
rates, mortality rates, and retirement rates.

- Discount rates. The discount rate is based
on several high-quality corporate bond
indexes in the appropriate jurisdictions
(rated AA or higher by a recognized rating
agency). Nominal interest rates vary
worldwide due to exchange rates
and local inflation rates.

- Rate of compensation increase. The rate
of compensation increase reflects actual
experience and the Company’s long-term
outlook, including contractually agreed
upon wage rate increases for represented
hourly employees.

- Expected return on plan assets.
The expected return on plan assets is
derived from detailed periodic studies,
which include a review of asset allocation
strategies, anticipated long-term
performance of individual asset classes,
risks (standard deviations), and
correlations of returns among the
asset classes that comprise the plans’
asset mix.

- Healthcare cost trend rate. The healthcare The estimates of loss contingencies

cost trend rate is based on historical
retiree cost data, near-term health care
outlook, including appropriate cost
control measures implemented by the
Company, and industry benchmarks
and surveys.

- Mortality and retirement rates. Mortality
and retirement rates are based on actual
and projected plan experience.

In accordance with IFRS, actuarial gains

or losses resulting from experience and
changes in assumptions are recognized in
ArcelorMittal’s statement of income only

if the net cumulative unrecognized actuarial
gains and losses at the end of the previous
reporting period exceeded the greater of
10% of the present value of the defined
benefit obligation at that date and 10% of
the fair value of any plan asset at that date.
The fraction exceeding 10% is then
recognized over the expected average
remaining working lives of the employees
participating in the plans.

Note 23 details the net liabilities of pension
plans and other post-employment benefits
including a sensitivity analysis illustrating
the effects of changes in assumptions.

Environmental and other contingencies

ArcelorMittal is subject to changing

and increasingly stringent environmental
laws and regulations concerning air
emissions, water discharges and waste
disposal, as well as certain remediation
activities that involve the clean-up of soil
and groundwater. ArcelorMittal is currently
engaged in the investigation and
remediation of environmental
contamination at a number of its facilities.
Most of these are legacy obligations arising
from acquisitions. ArcelorMittal recognizes
a liability for environmental remediation
when it is more likely than not that such
remediation will be required and the
amount can be estimated.

for environmental matters and other
contingencies are based on various
judgments and assumptions including

the likelihood, nature, magnitude and
timing of assessment, remediation and/or
monitoring activities and the probable cost
of these activities. In some cases,
judgments and assumptions are made
relating to the obligation or willingness

and ability of third parties to bear

a proportionate or allocated share of cost
of these activities, including third parties
who sold assets to ArcelorMittal

or purchased assets from it subject to
environmental liabilities. ArcelorMittal also
considers, among other things, the activity
to date at particular sites, information
obtained through consultation with
applicable regulatory authorities and third
party consultants and contractors and its
historical experience with other
circumstances judged to be comparable.
Due to the numerous variables associated
with these judgments and assumptions,
and the effects of changes in governmental
regulation and environmental technologies,
both the precision and reliability of the
resulting estimates of the related
contingencies are subject to substantial
uncertainties. As estimated costs to
remediate change, the Company will reduce
or increase the recorded liabilities through
credits or charges in the statement of
income. ArcelorMittal does not expect
these environmental issues to affect the
utilization of its plants, now or in the future.
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Impairment of tangible and intangible
assets including goodwill

At each reporting date, ArcelorMittal
reviews the carrying amounts of its tangible
and intangible assets (excluding goodwill)
to determine whether there is any
indication that the carrying amount

of those assets may not be recoverable
through continuing use. If any such
indication exists, the recoverable amount
of the asset is reviewed in order to
determine the amount of the impairment,
if any. The recoverable amount is the higher
of its net selling price (fair value reduced

by selling costs) and its value in use.

In assessing its value in use, the estimated
future cash flows are discounted to their
present value using a pre-tax discount rate
that reflects current market assessments
of the time value of money and the risks
specific to the asset. For an asset that does
not generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined

for the cash-generating unit to which the
asset belongs. The cash-generating unit

is the smallest identifiable group of assets
corresponding to operating units that
generate cash inflows. If the recoverable
amount of an asset (or cash-generating
unit) is estimated to be less than

its carrying amount, an impairment loss

is recognized. An impairment loss is
recognized as an expense immediately

as part of operating income in the
statement of income.

An impairment loss recognized in prior
years is reversed if, and only if, there

has been a change in the estimates

used to determine the asset’s recoverable
amount since the last impairment loss
was recognized. However, the increased
carrying amount of an asset due to
areversal of an impairment loss will

not exceed the carrying amount that
would have been determined (net of
amortization or depreciation) had no
impairment loss been recognized for the
asset in prior years. A reversal of an
impairment loss is recognized immediately
as part of operating income in the
statement of income.

Goodwill is reviewed at the
cash-generating unit level for impairment
annually or whenever changes in
circumstances indicate that the carrying
amount may not be recoverable.

The recoverable amounts of the cash
generating units are determined from the
higher of its net selling price (fair value
reduced by selling costs) or its value

in use calculations, as described above.
The key assumptions for the value in use
calculations are those regarding the
discount rates, growth rates and expected
changes to selling prices and direct costs
during the period. Management estimates
discount rates using pre-tax rates that
reflect current market rates for
investments of similar risk. The growth
rates are based on industry growth
forecasts. Changes in selling prices

and direct costs are based on historical
experience and expectations of future
changes in the market.

Cash flow forecasts are derived from the
most recent financial budgets for the next
five years. Beyond the specifically
forecasted period, the Company
extrapolates cash flows for the remaining
years based on an estimated growth rate.
This rate does not exceed the average
long-term growth rate for the relevant
markets. Once recognized, impairment
losses recognized for goodwill are

not reversed.

Use of estimates

The preparation of financial statements
in conformity with IFRS recognition and
measurement principles and, in particular,
making the aforementioned critical
accounting judgments require the use

of estimates and assumptions that affect
the reported amounts of assets, liabilities,
revenues and expenses. Management
reviews its estimates on an ongoing basis
using currently available information.
Changes in facts and circumstances may
result in revised estimates, and actual
results could differ from those estimates.
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Notes to the Consolidated Financial Statements continued

ArcelorMittal and Subsidiaries

(millions of U.S. dollars, except share and per share data)

Note 3: Acquisitions

Acquisitions have been accounted for using
the purchase method of accounting and,
accordingly, the assets acquired and
liabilities assumed have been recorded

at their estimated fair values as of the
date of acquisition.

Significant acquisitions made during
the years ended December 31, 2007
and 2008 include:

Sicartsa

On April 20, 2007, ArcelorMittal acquired
100% of the outstanding common shares
of Siderdrgica Lazaro Cardenas Las Truchas,
S.A.de C.V. (“Sicartsa”) from Grupo
Villacero. Sicartsa is a Mexican fully
integrated producer of long steel.

The acquisition also includes Metave,

a mini-mill, Sibasa and Camsa, two
rolling-mills located in Mexico, as well

as Border Steel, a mini-mill in the US.
Finally, through the acquisition of Sicartsa,
Sersiinsa, a 50% joint-venture between
Sicartsa and ArcelorMittal Lazaro Cardenas
S.A.de C.V,, is fully consolidated.

Sicartsa was acquired for a total cash
consideration of 1,436 (1,427 net of

9 of cash acquired) consisting of 526 for
its shares and 910 related to a debt
assumption. The allocation of the total
purchase price was preliminary at
December 31, 2007. Iron ore mines were
revalued by 138 and property, plant and
equipment was stepped down by 138.

Following the finalization of the allocation
of the purchase price of Sicartsa and
Sersiinsa in 2008, total goodwill decreased
from 274 to 153. Regarding Sicartsa,
consideration paid was reduced by 75

and net assets acquired increased by 56.

With respect to Sersiinsa, the acquisition
of the 50% held by ArcelorMittal Lazaro
Cérdenas S.A. de C.V. in Sersiinsa led

to the recognition of goodwill of 10 and
an increase of 72 in retained earnings
corresponding to the revaluation of
previously held interests. The acquisition
of Sicartsa and Sersiinsa resulted in the
consolidation of total assets of 2,086 and
total liabilities of 1,630.

Unicon

On April 4, 2008, the Company completed
the acquisition of Unicon, Venezuela’s
leading manufacturer of welded steel pipes
for a total consideration of 350 (336 net
of 14 of cash acquired). The allocation

of the total purchase price is preliminary
at December 31, 2008. Intangible assets
were recognized for a total amount of
130 with respect to the valuation of

trade mark and customer relationships.
The acquisition of Unicon resulted in the
consolidation of total assets of 591 and
total liabilities of 413. The preliminary
goodwill amounts to 158. The net result
consolidated since acquisition date
amounts to 16.

Russian coal mines

On April 10, 2008, the Company
completed the acquisition from Severstal
of three coal mines (Berezovskaya,
Pervomayskaya and Anzherskoye) and
associated assets located in the Kemerovo
region in Russia for a total consideration
of 720 (715 net of 5 of cash acquired)
consisting of 272 for the shares and
448 related to a debt assumption.

The allocation of the total purchase price
is preliminary at December 31, 2008.
The fair value of the mining reserves
was stated at 365. The preliminary
goodwill amounts to 143. The net result
consolidated since acquisition date
amounts to (14).

Bayou Steel

On July 31, 2008, ArcelorMittal completed
the acquisition of Bayou Steel, LLC,

a producer of structural steel products with
facilities in LaPlace, Louisiana and Harriman,
Tennessee (USA) for a total consideration
of 509 (504 net of 5 of cash acquired).
The allocation of the total purchase price

is preliminary at December 31, 2008.

The net result consolidated since acquisition
date amounts to (14).

Mid Vol and Concept

On June 30, 2008, the Company completed
the acquisition of Mid Vol Coal Group for

a total consideration of 491 (453 net of
38 of cash acquired). On August 18, 2008,
ArcelorMittal finalized the acquisition of
Concept Group for a total consideration

of 166 (152 net of 14 of cash acquired).
These acquisitions operate coal mines in the
states of West Virginia and Virginia (USA).
The allocation of the total purchase price

is preliminary at December 31, 2008.

The acquisition of Mid Vol and Concept
resulted in the consolidation of total assets
of 1,217 and total liabilities of 718.

The fair value of the mining reserves was
638 for Mid Vol and 185 for Concept.

The acquired liabilities include 617 assigned
to unfavorable selling contracts that are
being amortized over the term of the
associated contracts ranging from four
months to two years. The preliminary
goodwill is 54 for Mid Vol and 52 for
Concept. The net result consolidated

since acquisition date amounts to 41.

London Mining

On August 20, 2008, the Company
acquired London Mining South America
Limited, an iron ore mine located in the
Serra Azul region in Brazil for a total
consideration of 818 (813 net of 5 of cash
acquired) consisting of 772 for the shares
and 46 related to a debt assumption.

The allocation of the total purchase price

is preliminary at December 31, 2008.

The net result consolidated since acquisition
date amounts to (9).
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Koppers’ Monessen

On October 1, 2008, the Company
completed the acquisition of the Koppers’
Monessen Coke Plant, located in Monessen,
Pennsylvania (USA) and owned by Koppers
Inc., for a total consideration of 170 (169
net of 1 of cash acquired). The allocation

of the total purchase price is preliminary

at December 31, 2008. The net result
consolidated since acquisition date

amounts to (16).

Acquisitions of minority interests

The Company acquired significant minority
interests in 2007 and 2008.

Arcelor Brasil S.A.

As a result of the acquisition of Arcelor,

the Company made a mandatory tender
offer to acquire all of the outstanding shares
in Arcelor Brasil S.A. (“Arcelor Brasil”),
subsequently renamed ArcelorMittal Brasil,
not previously owned by Arcelor or any
other affiliate of ArcelorMittal.

OnJune 5, 2007, the Company publicly
announced the results of its mandatory
tender offer for the shares it did not hold
in Arcelor Brasil. In the aggregate,

the Company acquired 29.5% of the total
share capital and 89.7% of the free float
of Arcelor Brasil as of June 5, 2007,
thereby increasing its current 67.1%
shareholding in Arcelor Brasil to 96.6%.
The Company paid for the shares with
3,694 in cash and approximately 27 million
Mittal Steel Class A common shares,
representing a total consideration of 5,407.

Following the auction and after a general
Arcelor Brasil shareholders” meeting held
on August 8, 2007 approving the
redemption of the remaining shares,

the Company acquired the remaining

3.4% for a total cash consideration of 497.
On September 12, 2007, the Company
announced that it held 100% of Arcelor
Brasil. Total consideration for the transaction
was 5,879, of which 4,191 paid in cash.
The goodwill related to this acquisition
amounts to 3,119 and the reduction in
minority interests to 2,760.

Arcelor

On November 13, 2007, as a result

of the legal merger between the former
ArcelorMittal and Arcelor, the 5.76%
remaining minority interests in Arcelor were
cancelled. The transaction was recorded

as if ArcelorMittal had been the acquirer.
Total consideration was 3,204 (44 million,
including 12 million treasury shares, with
shares of the former ArcelorMittal valued
at $72.65 per share) and resulting goodwill
was 612.

ArcelorMittal Poland

On July 20, 2007, ArcelorMittal
announced that it had reached an agreement
with the Polish government to acquire

an additional 25.2% of the outstanding
shares in ArcelorMittal Poland, which were
previously held by the Polish state and
treasury ministry. The additional
consideration was 1871. These shares were
accounted for as an acquisition in 2004

in conjunction with the acquisition of

a controlling interest in ArcelorMittal Poland
as there was an irrevocable commitment to
transfer operational and economic control
of these remaining shares to the Company.

ArcelorMittal Kryviy Rih

The Company’s ownership in ArcelorMittal
Kryviy Rih increased from 93.77% in 2006
t0 94.66% in 2007 and 95.02% in 2008.
In 2008, the reduction in minority interest
is 18 and the resulting goodwill amounts
to 38.1n 2007, the reduction in minority
interest was 49 and the resulting goodwill
amounted to 5.

ArcelorMittal Inox Brasil

On April 4, 2008, the Company

completed the delisting offer to acquire

all of the remaining outstanding shares

of ArcelorMittal Inox Brasil. Following the
squeeze out, the Company’s stake increased
from 57.4% to 100% for a total
consideration of 1,757. The transaction
resulted in a reduction in minority interest
of 863 and goodwill of 894.

Acindar

On November 20, 2008, the Company
completed the delisting offer to acquire all
of the remaining outstanding shares of
Acindar Industria Argentina de Aceros S.A.
Following the squeeze out, the Company
acquired a 35% stake for a total
consideration of 564. The transaction
resulted in a reduction in minority interest
of 321 and goodwill of 243.
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Notes to the Consolidated Financial Statements continued
ArcelorMittal and Subsidiaries
(millions of U.S. dollars, except share and per share data)

Summary of significant acquisitions

The table below summarizes the estimated fair value of the assets acquired and liabilities assumed for significant acquisitions and the
acquisition of minority interests:

2007
Acquisition of

Sicartsa? minority interests Others '
Current assets 558 — 612
Property, plant and equipment 1,411 — 134
Other assets 117 — 2
Total assets acquired 2,086 — 748
Current liabilities 914 — 561
Long-term loan 548 — 37
Other long-term liabilities 20 — 8
Deferred tax liabilities 148 — 6
Minority interest = 2,809 =
Total liabilities assumed 1,630 2,809 612
Total net assets 456 2,809 136
Minority interest — 2,591 20
Net assets acquired 456 5,400 116
Fair value of shares issued — 4,917 —
Cash paid, net 1,352 4,401 224
Debt repayment (910) — —
Equity investment 95 = =
Purchase price, net 537 9,318 224
Revaluation of interests previously held 72 — —
Goodwill 153 3,918 108
2008

Acquisition

Russian Mid Vol & London Koppers' Bayou of minority
coal mines? Concept ? Unicon? Mining? Monessen? Steel® interests Others?
Current assets 145 44 280 27 25 202 — 287
Property, plant and equipment 716 908 181 818 109 211 = 240
Other assets 26 265 130 — 47 84 — 47
Total assets acquired 887 1,217 591 845 181 497 — 574
Current liabilities 179 349 255 54 8 45 — 184
Long-term loan 449 — 78 15 — 2 — 138
Other long-term liabilities 91 312 6 2 4 10 — 8
Deferred tax liabilities 44 57 68 7 — 93 — 1
Minority interest = = 6 = = = 1,365 =
Total liabilities assumed 763 718 413 78 12 150 1,365 331
Total net assets 124 499 178 767 169 347 1,365 243
Minority interest — — — — — — — 38
Net assets acquired 124 499 178 767 169 347 1,365 205
Fair value of shares issued — — — — — — — —
Cash paid, net 715 605 336 813 169 504 2,648 411
Debt repayment (448) — — (46) — — — 117)
Debt outstanding on acquisition — — — — — — — 105
Purchase price, net 267 605 336 767 169 504 2,648 399
Goodwill 143 106 158 — — 157 1,283 4 194

" Historical IFRS information as of the date of acquisition was not available for the acquired entities.
2During 2008, the Company finalized the purchase price allocation for Sicartsa.

?Based on a preliminary purchase price allocation, which is subject to change.

“#Includes negative goodwill of 17.
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The total purchase price for the significant acquisitions consists of the following:

2007 2008
Russian Mid Vol & London Koppers' Bayou
Sicartsa coal mines Concept Unicon Mining Monessen Steel
Cash paid to stockholders, gross 1,359 719 655 349 814 170 509
Transaction related fees 2 1 2 1 4 — —
Shares issued — — — — — — —
Total purchase price 1,361 720 657 350 818 170 509
Debt assumed (910) (448) — — (46) — —
Cash acquired 9) (5) (52) (14) (5) (1) (5)
Equity investments acquired 95 — — — — — —
Total purchase price, net 537 267 605 336 767 169 504
The preliminary fair value adjustments for acquisitions made in 2008 are a