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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 20-F

(Mark One)
O Registration statement pursuant to Section 12(b) ot2(g) of the Securities Exchange Act of 19!

or

Annual report pursuant to Section 13 or 15(d) of tle Securities Exchange Act of 1934 for the fiscal ge
ended December 31, 2006

or

O Transition report pursuant to Section 13 or 15(d) éthe Securities Exchange Act of 193

or

O  Shell company report pursuant to Section 13 or 15(dbf the Securities Exchange Act of 193

Commission file number: 001-31518

TENARIS S.A.

(Exact Name of Registrant as Specified in its Chaer)

N/A

(Translation of registrant’'s name into English)

Grand Duchy of Luxembourg

(Jurisdiction of incorporation or organization)

46a, Avenue John F. Kenned- 2nd floor
L-1855 Luxembourg

(Address of principal executive offices)

Securities registered or to be registered pursuartb Section 12(b) of the Act:

Title of Each Class Name of Each Exchange On Which Registered
American Depositary Shares New York Stock Exchange
Ordinary Shares, par value $1.00 per shar New York Stock Exchange*

* Ordinary shares of Tenaris S.A. are not listed fotrading but only in connection with the registration of American Depositary
Shares which are evidenced by American DepositarydReipts.



Securities registered or to be registered pursuartb Section 12(g) of the Act:
None
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:

None

Indicate the number of outstanding shares of e&thedssuer’s classes of capital or common stac&fdahe close of the period covered by the
annual report.

1,180,536,830 ordinary shares, par value $1.00 pshare
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edbdturities Act.  YedX] No OO

If this report is an annual or transition repantjicate by check mark if the registrant is not reglito file reports pursuant to Section 13 or 15
(d) of the Securities Exchange Act of 1934. YEb No

Note--checking the box above will not relieve any régist required to file reports pursuant to Secfi@ror 15(d) of the Securities Exchange
Act of 1934 from their obligations under those 8g.

Indicate by check mark whether the registrant € filed all reports required to be filed by SemtiB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports), and (2) has been subject
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act (Check one):

Large accelerated filerX] Accelerated Filer(d Non-accelerated filer]
Indicate by check mark which financial statemeanitthe registrant has elected to followd  Item 17 Item 18

If this is an annual report, indicate by check maHhether the registrant is a shell company (asddfin Rule 12b-2 of the Exchange
Act). Yes O No

Please send copies of notices and communications the Securities and Exchange Commission to:

Cristian J. P. Mitrani Carlos J. Spinell-Noseda, Esq
Mitrani Caballero Ojam Abogados Sullivan & Cromwell LLP
Alicia Moreau de Justo 400, 3rd Floot 125 Broad Street
(C1107AAH) Buenos Aires, Argentina New York, New York 10004

(54 11) 459-8600 (212) 55¢4000
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CERTAIN DEFINED TERMS

Unless otherwise specified or if the context sainexs:

. References in this annual report to “the Compaejémrexclusively to Tenaris S.A., a Luxembourg faitock corporation gociété
anonyme holdini).

. References in this annual report‘Tenari’, “we”, “us” or “our” refer to Tenaris S.A. and its consolidated subgiiaSee Accountin
Policies A, B and L to our audited consolidateafinial statements included in this annual reg

. References in this annual reportSan Fausti” refer to San Faustin N.V., a Netherlands Antillesporation and the Compa's
controlling shareholde

. “Share” refers to ordinary shares, par value $1.00 of the@any.

. “ADS¢” refers to the American Depositary Shares, whicheaigenced by American Depositary Recei

. “tons” refers to metric tons; one metric ton is equal,@0Q kilograms, 2,204.62 pounds, or 1.102 U.S.rshons.
. “billion” refers to one thousand million, or 1,000,000,(

PRESENTATION OF CERTAIN FINANCIAL AND OTHER INFORMA TION
Accounting Principles

We prepare our consolidated financial statementsirormity with International Financial Reporti§gandards, or IFRS. IFRS differ in cert
significant respects from generally accepted actiogmprinciples in the United States, or U.S. GAARte 33 to our audited consolidated
financial statements included in this annual repoovides a description of the principal differeatetween IFRS and U.S. GAAP as they
relate to our audited consolidated financial st&tets and provides a reconciliation of net income strareholders’ equity for the years and
dates indicated herein.

We publish consolidated financial statements exgae@én U.S. dollars. Our consolidated financialesteents in this annual report are those for
the year ended December 31, 2C
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Currencies
In this annual report, unless otherwise specifiethe context otherwise requires:

+ “dollars”, “U.S. dollar”, “US$” or “$” each refers to the United States dol

o “€" “EUR" or“euro each refers to the Euro, the common currency oEtitepean Union

» “Argentine pesc’ or “ARS" each refers to the Argentine pe

» “Brazilian reg” or “BRL” each refers to the Brazilian re

» “British pound”, “Pounds sterlin” or “GBF" each refers to the British pour

» “Canadian dolla” or “CAD” each refers to the Canadian dol

» “Colombian pes(’ or“COF" each refers to the Colombian pe

* “Mexican pesc” or “MXP” each refers to the Mexican pe

* “Venezuelan Bolivar or“VEB”, each refers to the Venezuelan boli

«  “Yen’,“Japanese y" or“JPY" each refers to the Japanese yand

* “Romanian Le’ or “RON’ each refers to the Romanian new
On December 29, 2006, the exchange rate betweeeutto and the U.S. dollar (as published by Eunofizentral Bank) was €1.00=$1.3170;
the Argentine peso (as publishedBgnco Central de la Republica Argentipar the Argentine Central Bank) was ARS3.0695=@1tBe noor
buying rate for the Brazilian real (as certified émstoms purposes by the Federal Reserve BankwfYbork, or the Federal Reserve) was
BRL2.1342=%$1.00; the noon buying rate for the Bhitpound (as published by the Federal Reserve3B&l.00=$1.9586; the noon buying
rate for the Canadian dollar (as published by thdelFal Reserve) was CAD1.1652=%$1.00; the Colompéso (as published by tBanco de la
Republica de Colombi) was COP2,238.79=$1.00; the noon buying ratelfleiMexican peso (as published by the Federal Repess
MXP10.7995=$1.00; the noon buying rate for the \#emtan bolivar (as published by the Federal Re}evas VEB2,144.60=%$1.00; the noon
buying rate for the Japanese yen (as publishetddfFéderal Reserve) was JPY119.02=$1.00 and thefamLei (as published by the
National Bank of Romania) was RON2.5676 =$1.00.seh@tes may differ from the actual rates useémteparation of our consolidat

financial statements. We do not represent thatoditlyese currencies could have been or could beerted into U.S. dollars or that the U.S.
dollars could have been or could be convertedantpof these currencies.

Rounding; Comparability of Data

Certain monetary amounts, percentages and othgefigncluded in this annual report have been stibjerounding adjustments. Accordingly,
figures shown as totals in certain tables may edhle arithmetic aggregation of the figures thatpde them, and figures expressed as
percentages in the text may not total 100% orpatiGable, when aggregated may not be the arittmaefijregation of the percentages that
precede them.

Our Internet Site is Not Part of This Annual Report

We maintain an Internet site at www.tenaris.conforimation contained in or otherwise accessibleugtothis website is not a part of this
annual report. All references in this annual repothese Internet sites are inactive textual ezfees to these URLS, or “uniform resource
locators” and are for informational reference ofle assume no responsibility for the informationteined on these sites.

2
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STA TEMENTS

This annual report and any other oral or writterieshents made by us to the public may contain “dodalooking statements” within the
meaning of and subject to the “safe harbor” prarisiof the Private Securities Litigation Reform A€t1995. This annual report contains
forward-looking statements, including with respeectertain of our plans and current goals and egpieas relating to Tenaris’s future
financial condition and performance.

Sections of this annual report that by their natimetain forward-looking statements include, bet mot limited to, Item 3. “Key Information”,
Item 4. “Information on the Company”, Item 5. “Opéng and Financial Review and Prospects”, IteffFBancial Information” and Item 11.
“Quantitative and Qualitative Disclosure About MerlRisk.”

LIS "o "o » " o LIS LIS

We use words such as “aim”, “will likely result"wfll continue”, “contemplate”, “seek to”, “future™objective”, “goal”, “should”, “will

pursue”, “anticipate”, “estimate”, “expect”, “praj#, “intend”, “plan”, “believe” and words and tesrof similar substance to identify forward-
looking statements, but they are not the only wayidentify such statements. All forward-lookingtstaents are management’s present
expectations of future events and are subjecttionaber of factors and uncertainties that could eaesual results to differ materially from
those described in the forward-looking statemdntaddition to the risks related to our busineseassed under Item 3. D. “Key Information —
Risk Factors”, other factors could cause actuallteso differ materially from those described lire tforward-looking statements. These factors
include, but are not limited to:

. management strateg

. expected ability to price our products and seryi

. capital spending

. growth, expansion and forecasts of our busir

. trends and other prospective data, including treadarding the levels of investment in oil and gagloration and drilling worldwide
. general macroeconomic and political conditionghim ¢countries in which we operate or distribute pjand

. risks associated with the conduct of our busir

By their nature, certain disclosures relating testhand other risks are only estimates and couhdaberially different from what actually occ

in the future. As a result, actual future gainsosses that may affect our financial condition eeglilts of operations could differ materially
from those that have been estimated. You shoulglace undue reliance on the forward-looking sta&teis, which speak only as of the date of
this annual report. Except as required by law, reenat under any obligation, and expressly disclainy obligation, to update or alter any
forward-looking statements, whether as a resufitea¥ information, future events or otherwise.

3
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PART |
Item 1. Identity of Directors, Senior Management and Advises
Not applicable

Item 2. Offer Statistics and Expected Timetable
Not applicable

ltem 3. Key Information
A. Selected Financial Date

The selected consolidated financial data set foetbw have been derived from our audited cons@mifinancial statements for each of the
years and at the dates indicated herein. Our ciolaget! financial statements were prepared in aezme with IFRS and were audited by P
Waterhouse & Co. S.R.L., of Argentina, a registgyablic accounting firm and a member firm of PriegégrhouseCoopers. IFRS differ in
certain significant respects from U.S. GAAP. No8et@ our audited consolidated financial statemérdsided in this annual report provides a
description of the principal differences betweeR&and U.S. GAAP as they relate to our audited @ateged financial statements and
provides a reconciliation of net income and shaddg’ equity for the years and dates indicatedetime

For a discussion of the currencies used in thisiahmreport, exchange rates and accounting prireigtiecting the financial information
contained in this annual report, please see “Ptagen of Certain Financial and other Information-eeAunting Principles” and “Currencies.”

4
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Thousands of U.S. dollars (except number of shasesl per
share amounts

Selected consolidated income statement dafa

IFRS

Net sales

Cost of sale

Gross profi

Selling, general and administrative exper

Other operating income (expenses),

Operating incom

Interest incomt

Interest expens

Other financial result

Income before equity in earnings of associated @omigs anc
income tax

Equity in earnings (losses) of associated comp:

Income before income te

Income tax

Income for continuing operatiof®

Income (loss) for discontinued operatic

Income for the yedp)

Income attributable t&):

Equity holders of the Compat

Minority interest

Income for the yed?)

Depreciation and amortizatic

Weighted average number of shares outstanéing

Basic and diluted earnings per share for continojpgrations
@

Basic and diluted earnings per shére

Dividends per shar®

U.S. GAAP

Net sales

Operating incom

Income before cumulative effect of accounting cles

Cumulative effect of accounting chang

Net income

Weighted average number of shares outstan@ing

Basic and diluted earnings per share before effieatcounting
changes$

Cumulative effect of accounting changes per sHare

Basic and diluted earnings per shére

For the year ended December 3.

2006 2005 2004 2003 2002
7,727,74! 6,209,79: 3,718,19: 2,846,43  3,014,26!
(3,884,22)  (3,429,36)  (2,378,47)  (1,891,30) (1,975,62)
3,843,51! 2,780,42 1,339,71" 955,12°  1,038,64
(1,054,80) (832,319 (661,22() (558,69)  (564,89)
3,77¢ (2,199) 127,16 (117,96) (11,28’)
2,792,48 1,945,91; 805,65 278,46 462,46°
60,79¢ 23,81 14,23¢ 16,42 14,12
(92,57¢) (52,629 (46,16°) (32,62)) (34,212
26,82t (79,777) 38,30« (11,769) (126)
2,787,53. 1,837,32 812,03’ 250,50 442,248
94,66 117,37 206,14: 27,58t (6,807)
2,882,20 1,954,70: 1,018,17: 278,08 435, 44¢
(869,97) (567,369 (217,220) (61,25)  (204,32)
2,012,22. 1,387,33! 800,95: 216,83t 231,12
47,18 3) 4,02¢ 5,60( 5,582
2,059,40. 1,387,33; 804,98: 222,43’ 236,70°
1,945,31. 1,277,54 784,70 210,30 94,30«
114,09( 109,78 20,27¢ 12,12¢ 142,40
2,059,40. 1,387,33; 804,98 222,43’ 236,70°
(255,00 (214,22) (208,119 (199,799  (176,31)
1,180,536,83 1,180,536,83 1,180,506,87 1,167,229,75 732,936,68
1.61 1.0¢ 0.6€ 0.1€ 0.12
1.65 1.0¢ 0.6¢ 0.1€ 0.1¢
0.3¢ 0.3( 0.17 0.11 0.1¢
8,230,79 6,736,19 4,136,06: 3,179,65.  3,219,38.
2,814,131 1,956,71i 823,52’ 297,56 476,10’
1,957,31 1,295,46! 730,33 203,90 110,04
— — — — (17,417
1,957,31 1,295,46! 730,33 203,90 92,63:
1,180,536,83 1,180,536,83 1,180,506,87 1,167,229,75 732,936,68
1.6€ 1.1C 0.62 0.1€ 0.1t
_ _ _ — (0.02)
1.6€ 1.1C 0.62 0.1€ 0.1¢

(1) Certain comparative amounts for 2005, 2004 328@d 2002 have been re-presented to conform tegelsan presentation for 2006,
mainly due to the sale of a majority ownership elbine Energie. See accounting policy C. Segmdatrmation and note 30.
Discontinued operations to our consolidated finalhsatements included in this annual reg

(2) International Accounting Standard No. 1 (“IAS (revised), requires that income for the yeaslaswn on the income statement not
exclude minority interest. Earnings per share, h@arecontinue to be calculated on the basis ofrimeattributable solely to the equity

holders of the Compan

(3) On October 18, 2002, Sidertubes S.A., formanyholly owned subsidiary of San Faustin, contedull of its assets for 710,747,090
shares of Tenaris. Upon the consummation of anamgdh offer in December 2002 and subsequent adquisibf minority interests
Tenaris had a total of 1,180,536,830 shares isanddutstanding at December 31, 2006, 2005 and &964,180,287,664 and

1,160,700,794 shares issued and outstanding anibere31, 2003 and 2002, respectivi

(4) Earnings per share before effect of accounting gesncumulative effect of accounting changes parestearnings per share ¢
dividends per share for the year ended Decembe2(2, have been calculated based on the assuntpéib10,747,187 shares were

issued and outstanding until October 18, 2(

(5) Dividends per share correspond to the dividendpgsed or paid in respect of the ye

5
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Thousands of U.S. dollars (except number of shasesl per
share amounts

Selected consolidated balance sheet ddta

IFRS

Current assel

Property, plant and equipment, |

Other norcurrent assel

Total asset

Current liabilities

Non-current borrowing:

Deferred tax liabilitie:

Other nor-current liabilities

Total liabilities

Capital and reserves attributable to the Compaggisty
holders®

Minority interest

Total liabilities and equit'

Number of shares outstandi®

U.S. GAAP

Total asset

Net asset

Total shareholde’ equity
Number of shares outstandi®
Equity holder’ equity per shar

At December 31,

2006 2005 2004 2003 2002
6,028,83. 3,773,28 3,012,09. 2,035,89! 1,810,58.
2,939,24. 2,230,083 2,164,60. 1,960,31 1,934,23
3,627,16! 702,70t 485,59! 313,33 337,08
12,595,24 6,706,02 5,662,28: 4,309,54 4,081,89
2,765,50 1,699,10. 1,999,841 1,328,67 1,203,27!
2,857,041 678,11: 420,75: 374,77¢ 322,20!
991,94! 353,39 371,97 418,33: 500,03:
279,11 199,54° 208,52! 226,49! 175,54°
6,893,61. 2,930,15! 3,001,09: 2,348,28. 2,201,06.
5,338,61! 3,507,80. 2,495,92. 1,841,28 1,694,05
363,01: 268,07: 165,27: 119,98 186,78:
12,595,24 6,706,02 5,662,28: 4,309,54 4,081,89
1,180,536,83 1,180,536,83 1,180,536,83 1,180,287,66 1,160,700,79
12,479,23 6,557,75. 5,595,34! 4,287,54i 4,051,04.
5,629,991 3,683,011 2,655,19 2,008,96 1,935,69!
5,265,80. 3,413,59 2,488,37. 1,887,20 1,745,88:
1,180,536,83 1,180,536,83 1,180,536,83 1,180,287,66 1,160,700,79
4.4¢ 2.8¢ 2.11 1.6C 1.5C

(1) Certain comparative amounts for 2005, 2004, 20@B2402 have been-presented to conform to changes in presentatioAdo6.

(2) The Company’s common stock consists of 1,18)&3 shares issued and outstanding at Decemb&0@6, 2005 and 2004,
1,180,287,664 shares issued and outstanding anibere31, 2003 and 1,160,700,794 shares issuedwsihioding at December 31,
2002. Shares are par value $1.00 per share. Comstook accounted for the following amounts withiasgholders’ equity: $1,180.5
million at December 31, 2006, 2005 and 2004, $13 &tlllion at December 31, 2003, and $1,160.7 onllat December 31, 20C

(3) On October 18, 2002, Sidertubes S.A., formerly allyfowned subsidiary of San Faustin, contributkdfats assets for 710,747,0!
shares of Tenaris. Upon the consummation of theedéer 2002 exchange offer and subsequent acqasibominority interests Tenaris
had a total of 1,180,536,830 shares issued anthodiag at December 31, 2006, 2005 and 2004 argD 287,664 and 1,160,700,794

shares issued and outstanding at December 31,&2@D3002, respectivel

B. Capitalization and Indebtedness
Not applicable

C. Reasons for the Offer and Use of Proceel
Not applicable

D. Risk Factors

You should carefully consider the risks and undeti@s described below, together with all otheoimiation contained in this annual report,
before making any investment decision. Any of thiske and uncertainties could have a material agdgesffect on our business, financial
condition and results of operations, which couldum affect the price of our shares and ADSs.

6
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Risks Relating to our Industry

Sales and revenues may fall as a result of downtim the international price of oil and other ciraustances affecting the oil and g:
industry.

We are a global steel pipe manufacturer with angtfocus on manufacturing products and relatedsesvor the oil and gas industry. The oil
and gas industry is a major consumer of steel pipducts worldwide, particularly for products maaetiired under high quality standards and
demanding specifications. Demand for steel pipepets from the oil and gas industry has historych#en volatile and depends primarily u
the number of oil and natural gas wells being eldillcompleted and reworked, and the depth andhdritionditions of these wells. The level of
these activities depends primarily on current axaeeted future prices of oil and natural gas amdr impact on investment by oil and gas
companies in exploration and production activitgv&al factors, such as the supply and demandlfand natural gas, and political and glo
economic conditions, affect these prices. Wherptiwe of oil and gas falls, oil and gas companiesegally reduce spending on production and
exploration activities and, accordingly, make fewarchases of steel pipe products. Other circurnstgas such as geopolitical events and
hostilities in the Middle East and elsewhere — ralsp affect drilling activity and, as a result, sasteel pipe consumption to decline.

Sales and revenues may fall as a result of fluctioats in industry inventory levels

Inventory levels of steel pipe in the oil and gaduistry can vary significantly from period to pefiand from region to region. These
fluctuations can affect the demand for our produséscustomers draw from existing inventory dupegiods of low investment in drilling and
other activities and accumulate inventory duringqas of high investment. Even if the prices ofanild gas rise or remain stable, oil and gas
companies may not purchase additional steel pipdymts or maintain their current purchasing volume.

Competition in the global market for steel pipe ghacts may cause us to lose market share and hurt gales and profitability.

The global market for steel pipe products is higtdynpetitive, with the primary competitive factdmsing price, quality, service and
technology. We compete in most markets outsidetNamerica primarily against a limited number of méacturers of premium-quality steel
pipe products. In the U.S. and Canada, we compgetimst a wide range of local and foreign produc&mnpetition in markets worldwide has
been increasing, particularly for products usestéamdard applications, as producers in counttesdihina and Russia increase production
capacity and seek to enter export markets. In mtdisome of these producers are improving theaaggality and technology of their pipes,
thereby increasing their ability to compete with W& may not continue to compete effectively agadsésting or potential producers and
preserve our current shares of geographic or ptadadkets.

As a result of antidumping and countervailing duproceedings and other import restrictions, we mayt e allowed to sell our products
important geographic markets such as the United (8&

Local producers in the United States and other etarkave filed antidumping, countervailing duty aafeguard actions against us and other
producers in their home countries in several instarnn the past. Some of these actions led tofgignt penalties, including the imposition of
antidumping and countervailing duties, in the Uthi&tates. Certain of our steel pipe products matwrfed outside the United States have been
subject to such duties in the United States; mdnlgese have recently been revoked, but theseher ogstrictions may be imposed again in the
future. Antidumping or countervailing duty procergl or any resulting penalties or any other forrmydort restriction may impede our access
to one or more important export markets for ourdpizis and in the future additional markets couldlbeed to us as a result of similar
proceedings, thereby adversely impacting our saldéisiting our opportunities for growth.

7
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Increases in the cost of raw materials and energgyrhurt our profitability.

The manufacture of seamless steel pipe productsresgsubstantial amounts of steelmaking raw melteand energy; welded steel pipe
products, in turn, are processed from steel coils@ates. The availability and pricing of a siggaht portion of the raw materials and energy
we require are subject to supply and demand camditiwhich can be volatile, and to government raipt, which can affect continuity of
supply and prices. In recent years, the cost ofrreaterials used in our business has increasedisamtly due to increased global demand for
steel products in general. In addition, limiteditallity of energy in Argentina, where we haversigcant operations, and consequent supply
restrictions could lead to higher costs of productind eventually to production cutbacks at ouitifees there. Moreover, we are dependent on
a few suppliers for a significant portion of oueedtcoils requirements at our recently acquireddelpipe operations in North America and the
loss of any of these suppliers could result inéased production costs, production cutbacks antegticompetitiveness at these operations.
We may not be able to recover increased costsmofiraterials and energy through increased pricesuomproducts, and limited availability
could force us to curtail production, which couttiarsely affect our sales and profitability.

Potential environmental, product liability and othelaims could create significant liabilities for sithat would adversely impact our busine
financial condition, results of operations and prpscts.

Our oil and gas casing, tubing and line pipe prtglace sold primarily for use in oil and gas dnjj gathering, transportation and processing
activities, which are subject to inherent riskgluling well failures, line pipe leaks, bursts dinds, that could result in death, personal injury,
property damage, environmental pollution or lospraiduction. Any of these hazards and risks canltrésenvironmental liabilities, personal
injury claims and property damage from the relesdgydrocarbons. Similarly, defects in specialtiitig products could result in death,
personal injury, property damage, environmentalypioh, damage to equipment and facilities or losproduction.

We normally warrant the oilfield products and spétgitubing products we sell or distribute in aatamce with customer specifications, but as
we pursue our business strategy of providing custsiwith additional supply chain services, we maydyuired to warrant that the goods we
sell and services we provide are fit for their mted purpose. Actual or claimed defects in our petglmay give rise to claims against us for
losses suffered by our customers and expose Uaitoscfor damages. The insurance we maintain map@adequate or available to protect us
in the event of a claim or its coverage may betiahi canceled or otherwise terminated.

Similarly, our sales of tubing and components far Automobile industry subject us to potential pobdiability risks that could extend to bei
held liable for the costs of the recall of autonebisold by car manufacturers and their distritsitor

Risks Relating to our Business

Adverse economic or political conditions in the auuies where we operate or sell our products andvéges may decrease our sales, hurt «
financial condition and revenues or disrupt our mafacturing operations, thereby adversely affectingr profitability and financial
condition.

We are exposed to economic and political conditiarthe countries where we operate or sell our petgland services. The economies of tl
countries are in different stages of social ancheadc development. Like other companies with worttewoperations, we are exposed to risks
from fluctuations in foreign currency exchange sataterest rates and inflation. We are also adfétty governmental policies regarding
spending, social instability, regulatory and tag@atchanges, and other political, economic or sa@aklopments of the countries in which we
operate.

Significant portions of our operations are locategolitically volatile or unstable countries, inding Argentina, Brazil, Colombia, Mexico,
Romania and Venezuela. As a consequence, our lsssamel operations have been, and could in thesfbieiraffected from time to time to
varying degrees by political developments, evdatgs and regulations (such as forced divestiturassets; restrictions on production, imports
and exports; interruptions in the supply of
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essential energy inputs; exchange and/or transétrictions; inflation; devaluation; war or othatdrnational conflicts; civil unrest and local
security concerns that threaten the safe operafionr facilities and operations; direct and indirprice controls; tax increases; changes in the
interpretation or application of tax laws and ottetroactive tax claims or challenges; expropriatib property; changes in laws, norms and
regulations; cancellation of contract rights; dslay denials of government approvals; and envirortal@egulations). Both the likelihood of
such occurrences and their overall impact uporamg greatly from country to country and are notdictble. Realization of these risks could
have an adverse impact on the results of operatindginancial condition of our subsidiaries lochte the affected country.

For example, we have significant manufacturing apens and assets in Argentina. Our business mayeaterially and adversely affected by
economic, political, fiscal and regulatory develamts in Argentina, including the following:

» Inflation has increased since 2004, and the ecorftas\been affected by supply constraints as capidtéd during the economic
crisis has been utilized. Capital investment, patérly in infrastructure, has lagged due to paditiuncertainties and the governrr
action, including price controls and other regutatmeasures. Investment in energy and transpomt@tfoastructure has been
particularly affected. Our business and operatiosrgentina could be adversely affected by rapithgnging economic conditions
in Argentina or by the Argentine governm’s policy response to such conditio

» The Argentine government has increased taxes ooprrations in Argentina, through several methtddbhe Argentine governme
continues to increase the tax burden on our opaigtour results of operation and financial condittould be adversely affecte

» Restrictions on the supply of energy to our operetiin Argentina could curtail our production aradjatively impact our results of
operations. If the Argentine government does na taeasures that result in the investment in negias generation, energy
production and transportation capacity requirekieep pace with the growth in demand on a timelyshasir production in
Argentina could be curtailed, and our sales andrrae could decline

* The Argentine Central Bank has imposed restrictmmm¢he transfer of funds outside of Argentina atiter exchange controls in t
past and may do so in the future, which could pneus from paying dividends or other amounts frashcgenerated by our
Argentine operations. In addition, we are currengiguired to repatriate U.S. dollars collecteddnmection with exports from
Argentina (including U.S. dollars obtained throwgtvance payment and pre-financing facilities) idtgentina and convert them
into Argentine pesos at the market-based floatialhange rate applicable on the date of repatriafibis requirement, and any
similar requirement that may be imposed in therkjtexposes us to the risk of losses arising floetdations in the exchange rate
of the Argentine peso. For additional informationaurrent Argentine exchange controls and resbristisee Iltem 10.D. “Additional
Information— Exchange Contro”.

Similarly, we have significant exposure to Veneayglhere we operate a seamless pipe manufact@aaigyf and a raw material processing
facility, and have a significant equity investmaniernium S.A., or Ternium, a steel producer whiels substantial operations in Venezuela.
Our business and financial condition could be asklgraffected by economic, political and regulatdeyelopments in Venezuela, as follows:

* OnJanuary 31, 2007, the Venezuelan National Asbepaissed an enabling law, granting President Chéheepower to govern t
decree with the force of law in various mattersjuding the industrial and energy sectors, for Iths. Following the December
2006 elections and the enactment of the enablingtlee Venezuelan government threatened expropnisitind took a number of
significant measures, including the cancellatiomafing concessions, the re-nationalization of mublilities, and the forced
renegotiation of contracts with oil and gas companif political or economic measures such as gxation, nationalization, price
controls or renegotiation or nullification of coatts (like those for th
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supply of raw materials or energy) were implemerear in connection with our Venezuelan subsidgor with Terniur's
subsidiary Sidor, their operations and revenued camsequently our financial results, could be eshklg affected

» In addition, the Venezuelan government frequemtigrivenes in the Venezuelan economy and occasyamalkes significant
changes in policy. Government’s actions to coritrffation and implement other policies have invalwgage and price controls,
currency devaluations, capital controls and limitsmports, among other things. In addition, in feloy 2003, the Venezuelan
government suspended the trading of foreign curesrend adopted a series of exchange regulatiahestablished a strict
exchange control regime. See Item 10.D. “Additidn&rmation — Exchange Controls”. Our businessaficial condition, and
results of operations could be adversely affectedianges in policy involving tariffs, exchange tots and other matters such as
currency devaluation, inflation, interest rategat#on, industrial laws and regulations and othwitigal or economic developments
in or affecting Venezuela. Several measures impbgdtie Venezuelan government, such as exchandgetand transfer
restrictions, have affected and may further affeetoperations of our subsidiaries in Venezuelacndd prevent them from payit
dividends or other amounts from cash generatedubyenezuelan operatior

In addition adverse political and economic develepta in the Middle East and Nigeria have had amsdvimpact on our sales in those
countries in recent years, and may continue toodo s

If we do not successfully implement our businessagtgy, our ability to grow, our competitive positi and our sales and profitability ma
suffer.

We plan to continue implementing our business exabf developing higher value products designesktge and meet the needs of customers
operating in demanding environments, developingaifeting additional value-added services, whichhda us to integrate our production
activities with the customes’supply chain, and continuing to pursue stratagguisitions opportunities. Any of these componefisur overal
business strategy could be delayed or abandonalli cost more than anticipated or may not be sisfolyg implemented. For example, we
may fail to develop products that differentiatefiasn our competitors or fail to find suitable acsjtion targets or to consummate those
acquisitions under favorable conditions, or we rhayunable to successfully integrate acquired basagginto our operations. Even if we
successfully implement our business strategy, it na yield the expected results.

If we are unable to agree with our joint venture gaer in Japan regarding the strategic direction @ur joint operations, our operations i
Japan may be adversely impacted.

In 2000, we entered into a joint venture agreeméttt a term of 15 years with NKK Corporation, or KKto form NKKTubes. In September
2002, NKK and Kawasaki Steel, one of our main catitqps, completed a business combination througithvthey became subsidiaries of .
Holdings Inc., or JFE. JFE’s continued operatiothef former Kawasaki Steel steel pipe businessimpetition with NKKTubes, or JFE’s
potential lack of interest in the continued devetemt of NKKTubes, could place NKKTubes at a disadage and adversely impact our
operations in Japan.

Future acquisitions and strategic partnerships magt perform in accordance to expectations or magmipt our operations and hurt our
profits.

A key element of our business strategy is to idgmind pursue growth-enhancing strategic opporemitAs part of that strategy, we acquired
interests in various companies during recent yéamsexample, on May 7, 2007, we acquired Hydritg@oation, or Hydril, a leading North
American producer of premium connections and pressontrol products for the oil and gas industor ¢(hore information on the Hydril
acquisition, see “Operating and Financial Revied Brospects — Recent Developments — Acquisitiddyafril Company”), and on October 5,
2006, we acquired Maverick Tube Corporation, or btéok, a leading North American producer of weldégkel pipe products with operations
in the U.S., Canada and Colombia. We will continagively to consider other strategic acquisitiond partnerships from time to time. We
must necessarily base any assessment of potential
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acquisitions and partnerships on assumptions wihect to operations, profitability and other nrattbat may subsequently prove to be
incorrect. Our Maverick and Hydril acquisitionsdasther past or future acquisitions, significarestments and alliances may not perform in
accordance with our expectations and could adweesdct our operations and profitability. In adelit, new demands on our existing
organization and personnel resulting from the irgggn of new acquisitions could disrupt our opieras and adversely affect our operations
and profitability.

We may be required to record a significant chargedarnings if we must reassess our goodwill or athrgangible assets.

In accordance with IFRS, management must tesf allibassets, including goodwill and other intamgifissets, annually for impairment, or
more frequently if there are indicators of impairmpend recognize a non-cash charge in an amouwal &gjthe impairment. In connection with
the acquisition of Maverick completed on Octobe2®)6, we recorded $1,113 million in goodwill addefcember 31, 2006. In addition, we
recorded $1,494 million in customer relationshipsur management was to determine in the futuat the goodwill or customer relationships
recognized in connection with the Maverick acgigsitwere impaired, we would be required to recogriznon-cash charge to write down the
value of these assets, which would adversely affecfinancial condition and results of operatiobs. May 7, 2007, we completed the
acquisition of Hydril, as a result of which we egpto record additional goodwill and/or customdatienships.

Our results of operations could be adversely aflstby movements in exchange rates.

As a global company we manufacture and sell pradincd number of countries throughout the world as@ result we are exposed to foreign
exchange rate risk. Changes in currency valuesiamitersely affect our financial condition and tessaf operations.

Relatec-party transactions with companies controlled byrSBaustin may not be on terms as favorable as cob&lobtained from unrelated
and unaffiliated third parties.

A portion of our sales and purchases or goods andcges are made to and from other companies dtedrby San Faustin. These sales and
purchases are primarily made in the ordinary coafdrisiness and we believe they are carried oteions no less favorable than those we
could obtain from unaffiliated third parties. Wellvgiontinue to engage in related-party transactiartbe future, and these transactions may not
be on terms as favorable as could be obtained @reaffiliated third parties. For information concigrgp our principal transactions with related
parties, see Item 7.B. “Major Shareholders and ted|Rarty Transactions — Related Party Transactions

Our sales of steel pipe products for pipeline prdigare volatile and depend mainly on the availatyilof major regional projects and on our
ability to secure contracts to supply these progect

Our sales of pipes for pipeline projects depend lerge extent on the number of active pipelinggmts under contract and their rate of
progress, particularly in the South American reglanarket where we have our manufacturing facilifer these products. Future sales of tl
products depend to a large extent on our abilityetoure contracts to supply major pipeline projaats the absence of political and financial
conditions affecting their implementation. The dakility of such projects varies significantly fropear to year. For example, during 2006,
demand for our pipes for pipelines projects wasatiegly affected by delays in the definition of m@aprojects in Brazil and Argentina. Our
welded pipe revenues and profitability may fluceusignificantly in future years depending on ouwrcass in securing large supply contracts
and on specific factors such as the cancellatiggpstponement of specific projects due to changgevernment policies or adverse
developments in economic, political or other fastor
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The cost of complying with environmental regulatisrand unforeseen environmental liabilities may irgase our operating costs or
negatively impact our net worth.

We are subject to a wide range of local, provinaiad national laws, regulations, permit requirersemtd decrees relating to the protection of
human health and the environment. We incur andawifitinue to incur expenditures to comply with #hasd such regulations. The
expenditures necessary to remain in compliance téhke laws and regulations, including site or iotBmediation costs, or costs incurred from
unforeseen environmental liabilities, could havaaterial adverse effect on our financial conditéon profitability.

Risks Relating to the Structure of the Company

As a holding company, our ability to pay cash digitds depends on the results of operations and ficiahcondition of our subsidiaries an
could be restricted by legal, contractual or othianitations.

We conduct all our operations through subsidiafegidends or other intercompany transfers of fufrdsn our subsidiaries are our primary
source of funds to pay expenses, debt service i@idbdds. We do not and will not conduct operatiahthe holding company level.

The ability of our subsidiaries to pay dividendsl amake other payments to us will depend on theitptifity of their operations and their
financial condition and could be restricted by &mille corporate and other laws and regulatiortdi@iing those imposing exchange control
transfer restrictions, and other agreements andriorents of our subsidiaries.

In addition, our ability to pay dividends to shawskters is subject to legal and other requiremendsrastrictions in effect at the holding
company level. For example, we may only pay divateaut of distributable retained earnings and ithistable reserves calculated in
accordance with Luxembourg Law and regulationstifeumore, as long as the outstanding amount uhéeCompany’s syndicated loan
facility for the Hydril acquisition is equal to digher than $1.0 billion, we may not distributeidends in excess of the greater of $475 million
and 25% of the consolidated operating profit fa pievious fiscal year. See Item 8.A. “Financidbimation- Consolidated Statements and
Other Financial Information—Dividend Policy”.

Our tax-exempt status will terminate on December, 2010. If we are unable to mitigate the consequesof the termination of our
preferential tax regime, we or our shareholders mbg subject to a higher tax burden in the futur

We were established asaciété anonyme holdingnder Luxembourg’s 1929 holding company regimethed'billionaire” provisions relating
thereto. 1929 holding companies are exempt frortaicebusiness taxes on earnings and on paymentewia a decision by the European
Commission, the Grand-Duchy of Luxembourg has teateid its 1929 holding company regime, effectiveuday 1, 2007. However, under the
implementing legislation, pre-existing publiclytksl companies —including us— are entitled to comtinenefiting from their current tax regime
until December 31, 2010. If we are unable to mtéghe consequences of the termination of our prafal tax regime, we or our shareholders
may be subject to a higher tax burden in the future

The Company'’s controlling shareholder may be abtetake actions that do not reflect the will or besterests of other shareholders.

As of May 31, 2007, San Faustin beneficially ow68d1% of our shares. San Faustin is controlled digcR & Partners. As a result, Rocca &
Partners is indirectly able to elect a substamtiajority of the members of our board of directand &as the power to determine the outcome of
most actions requiring shareholder approval, inclgdsubject to the requirements of Luxembourg tdng, payment of dividends by us. The
decisions of the controlling shareholder, may mréiect the will or best interests of other shardkeas. For example, our articles of association
permit our board of directors to waive, limit opguess preemptive rights in certain cases. Accghgiour controlling shareholder may cause
our board of directors to approve an issuance afeshfor consideration without preemptive rightgréby diluting the minority interest in the
Company. See Item 3.D. “Risk Factors—Risks relatinthe Company’s shares and ADSs—Holders of oareshand ADSs in the United
States may not be able to exercise preemptivesrightertain cases”.
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Risks Relating to the Company’s Shares and ADSs

The trading price of our shares and ADSs may suffes a result of developments in emerging marketgéneral, not just the emerging
markets where we have assets and operations.

Although the Company is organized as a Luxemboargaration, a significant portion of our assets apdrations are located in Latin Amel
and many of our shares and ADSs are held in thiégtios of funds with a mandate to invest in emeggimarket securities. Financial and
securities markets for companies with substansiséand operational exposure to emerging marketscavarying degrees, influenced by
economic, market conditions and developments ireggiin other emerging market countries where #ireynot present. Although economic
conditions are different in each country, investaction to developments in one country can hayafgant effects on the securities of issuers
with assets or operations in other emerging marssurities prices of companies with significaatib American exposure were adversely
affected by, among other events, the economiciis®ussia and Brazil in 1998, the collapse ofgkehange rate regime in Turkey in
February 2001 and the Argentine crisis in late 2001

In deciding whether to purchase, hold or sell ounares or ADSs, you may not have access to as mafrination about us as you would i
the case of a U.S. company.

There may be less publicly available informationahus than is regularly published by or about UsSuers. Also, Luxembourg regulations
governing the securities of Luxembourg companieg nw be as extensive as those in effect in theddristates, and Luxembourg law and
regulations in respect of corporate governancearsathight not be as protective of minority shardem as state corporation laws in the Un
States. Furthermore, IFRS, the accounting standamscordance with which we prepare our consatiddinancial statements differ in certain
material aspects from the accounting standardsinghe United States.

Holders of our ADSs may encounter difficulties ihé exercise of dividend and voting right

You may encounter difficulties in the exercise ofre of your rights as a shareholder if you hold AD&her than shares. If we make a
distribution in the form of securities, the depasjtis allowed, at its discretion, to sell thathtigo acquire those securities on your behalf and
instead distribute the net proceeds to you. Alsden certain circumstances, such as our failuprdwide the depositary with voting materials
on a timely basis, you may not be able to voteiliing instructions to the depositary.

Holders of our shares and ADSs in the United Stateay not be able to exercise preemptive rightséntain cases

Pursuant to Luxembourg corporate law, existingatalders of the Company are generally entitledé@mptive subscription rights in the
event of capital increases and issues of sharéssagash contributions. Under the Company’s atidf association, the board of directors has
been authorized to waive, limit or suppress suemptive subscription rights until 2012. The Comparay, however, issue shares without
preemptive rights if the newligsued shares are issued for consideration othardhsh, are issued as compensation to direcféicgrs, agent:
or employees of the Company or its affiliates, reriasued to satisfy conversion or option rightsated to provide compensation to directors,
officers, agents or employees of the Company uibsigliaries or its affiliates. Holders of the Compa ADSs in the United States may, in any
event, not be able to exercise any preemptivesjghgranted, for ordinary shares underlying t#ddSs unless additional ordinary shares and
ADSs are registered under the U.S. Securities At®83, as amended, or Securities Act, with resfmettiose rights, or an exemption from the
registration requirements of the Securities Ae\ailable. Prior to any capital increase or rigiftering, the Company will evaluate the costs
and potential liabilities associated with the eisdy holders of ADSs of their preemptive righis drdinary shares underlying their ADSs
any other factors it considers appropriate. The @amy may decide not to register any additionalradi shares or ADSs, in which case the
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depositary would be required to sell the holdegiits and distribute the proceeds thereof. Shdwéddepositary not be permitted or otherwise
be unable to sell preemptive rights, the rights imeyallowed to lapse with no consideration to lmeired by the holders of the ADSs.

It may be difficult to enforce judgments against s U.S. courts.

The Company is a corporation organized under ths & Luxembourg, and most of our assets are Idaat¢side of the United States.
Furthermore, most of the Company’s directors affiders named in this annual report reside outdigelinited States. As a result, investors
may not be able to effect service of process withenUnited States upon us or our directors ocef§ or to enforce against us or them in U.S.
courts judgments predicated upon the civil liapiptovisions of U.S. federal securities law. Thisralso uncertainty with regard to the
enforceability of original actions in courts outsithe United States of civil liabilities predicatgpon the civil liability provisions of U.S. fedé
securities laws. Furthermore, the enforceabilitganrts outside the United States of judgmentsredtby U.S. courts predicated upon the civil
liability provisions of U.S. federal securities lawll be subject to compliance with procedural riegoments under applicable local law,
including the condition that the judgment doesviolate the public policy of the applicable juristion.

ltem 4. Information on the Company
Overview

We are a leading global manufacturer and suppfiste| pipe products and related services fomtbdd’s energy industry as well as for other
industrial applications. Our customers include mafghe world’s leading oil and gas companies ab agengineering companies engaged in
constructing oil and gas gathering, transportadiod processing facilities. Our principal productslide casing, tubing, line pipe, and
mechanical and structural pipes.

In the last fifteen years, we have expanded ouinkas globally through a series of strategic inwesits, and, in the last twelve months, we
have transformed our presence in the North Amenicarket through the acquisitions of Maverick, allag North American producer of steel
pipe products for the oil and gas industry withmapiens in the U.S., Canada and Colombia, and Hyalteading North American manufactu
of premium connection and pressure control prodiactthe oil and gas industry. We now operate aagrated worldwide network of steel p
manufacturing, research, finishing and servicdifas with industrial operations in North and Sledtmerica, Europe, Asia and Africa and a
direct presence in most major oil and gas markets.

We provide tubular products and related servicesitacustomers around the world through globalrees units serving specific market
segments and business units serving the localmabinarkets where we have our main productionifeesl Our global business units include:

. Tenaris Qilfield Services, focused on the tubulkeeds of oil and gas companies in their drilling\atits;

. Tenaris Pipeline Services, focused on the tubidada of oil and gas and other energy companiggeitransmission of fluids and gases
from the well head to processing and distributiacilities;

. Tenaris Process and Power Plant Services, focusétedubular needs of oil and gas processingitiasil refineries, petrochemical
companies and energy generating plants for corigiruand maintenance purposand

. Tenaris Industrial and Automotive Services, focusedhe tubular needs of automobile and other im@isnanufacturers
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History and Corporate Organization

Our holding company’s legal and commercial nanigeisaris S.A. The Company is a joint stock corporafsociété anonyme holding)
organized under the laws of Luxembourg and wasrparated on December 17, 2001. Its registeredeféidocated at 46a, Avenue John F.
Kennedy, 29Floor, L-1855, Luxembourg, telephone (352) 2647&89% agent for U.S. federal securities law pugsas Tenaris Global
Services Inc., located at 2200 West Loop SouthteSB000, Houston, TX 77027.

Tenaris began with the formation of Siderca S.A,IdC Siderca, the sole Argentine producer of seamsteel pipe products, by San Faustin’s
predecessor in Argentina in 1948. Siat, an Argentielded steel pipe manufacturer, was acquire@861We grew organically in Argentina
and then, in the early 1990s, began to evolve betlois initial base into a global business throagderies of strategic investments. These
investments included the acquisition, directlyradifectly, of controlling or substantial interegissteel pipe producing companies, including:

. Tubos de Acero de México S.A., or Tamsa, the saeibhn producer of seamless steel pipe producte (1893):

. Dalmine S.p.A., or Dalmine, a leading Italian produof seamless steel pipe products (February 1

. Tubos de Acero de Venezuela S.A., or Tavsa, ttee\éehezuelan producer of seamless steel pipe pio@ctober 1998
. Confab Industrial S.A., or Confab, the leading Braz producer of welded steel pipe products (Audi@99);

. NKKTubes, a leading Japanese producer of seantiesispipe products (August 200!

. Algoma Tubes Inc., or AlgomaTubes, the sole Camagraducer of seamless steel pipe products (Ociben);

. S.C. Silcotub S.A., or Silcotub, a leading Romarpesducer of seamless steel pipe products (Julg@!

. Maverick, a leading North American producer of vegldsteel pipe products with operations in the WC&nada and Colombia (October
2006);and

. Hydril, a leading North American manufacturer oémium connections and pressure control productsifand gas drilling production
(May 2007). For more information on the Hydril aggjtion, see Item 5.G. “Operating and Financial Revand Prospects — Recent
Development— Acquisition of Hydril Compan”.

In addition, we have established a global netwdnbijpe finishing, distribution and service faciiti with a direct presence in most major oil
gas markets and a global network of research anelagment centers.

On December 1, 2006, we sold 75% of Dalmine Enemi®aEn, retaining the remaining 25%. Through Dakhich was formed in 1999, we
developed an energy supply business in Italy, whigtplied electric energy and natural gas to oeratpons in Italy and to other industrial and
commercial users throughout Italy.

Business Strategy

Our business strategy is to continue expandingpparations worldwide and further consolidate owitian as a leading global supplier of
high-quality tubular products and services to thergy and other industries by:

. pursuing strategic acquisition opportunities inesrtb strengthen our presence in local and glolzakets;
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. expanding our comprehensive range of products amdldping new hig-value products designed to meet the needs of ces
operating in increasingly challenging environme

. securing an adequate supply of production inputisraducing the manufacturing costs of our core petsjand

. enhancing our range of pipe management and otheg-added services designed to enable customers toeedeir overall operatin
costs while integrating our production activitieshwthe customer supply chai

Pursuing strategic acquisition opportunities andli@nces

We have a solid record of growth through strategiguisitions. We pursue selective strategic actipiisi as a means to expand our operations,
enhance our global competitive position and cap#abn potential operational synergies. In Oct@#6, we acquired Maverick, a North
American producer of steel pipe products for thergy industry, expanding our operations in Northekira. In May 2007, we acquired Hyd

a leading North American manufacturer of premiumrections and pressure control products for oilgasldrilling production. For more
information on the Hydril acquisition, see Item 5'Gperating and Financial Review and ProspectgeeRt Developments — Acquisition of
Hydril Company”.

Developing higl-value products

We have developed an extensive range of high-yalo@ucts suitable for most of our customers’ openatusing our network of specialized
research and testing facilities and by investingunmanufacturing facilities. As our customersang their operations, we seek to supply high-
value products that reduce costs and enable themei@te safely in increasingly challenging envinents.

Securing inputs for our manufacturing operation

We seek to secure our existing sources of raw ahterd energy inputs, and gain access to new espof low-cost inputs which can help us
maintain or reduce the cost of manufacturing oue guoducts over the long term. For example, in K@§5, we acquired Donasid, a
Romanian steel producer, to secure a source dffeteur Romanian operations and reduce costs.

Developing pipe management and other ve-added services

We continue to develop pipe management and otHeexsdded services for our customers worldwide s€rservices seek to enable our
customers to reduce costs and to concentrate orctite businesses. They are also intended tordifteate us from our competitors, further
strengthen our relationships with our customerddvade through long-term agreements and add valube supply chain.

Our Competitive Strengths
We believe our main competitive strengths include:

. our global production, commercial and distributa@apabilities, offering a full product range witlexible supply options backed up
local service capabilities in important oil and gasducing and industrial regions around the wc

. our ability to develop, design and manufacture nedtgically advanced product
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. our solid and diversified customer base and histaiationships with major international oil andsgampanies around the world, and
strong and stable market shares in the countriedhich we have manufacturing operatio

. our human resources around the world with theiedig knowledge and skill

. our low-cost operations, primarily at st-of-the-art, strategically located production facilitieghvfavorable access to raw materii
energy and labor, and 50 years of operating expegiand

. our strong balance she

Business Segments
Our business is organized in three business segmnikutbes, Projects, and Others.

. Tubes includes our operations that consist in theyrction, distribution and sale of seamless anideettubular products mainly for
energy and select industrial applicatic

. Projects includes our operations that consisténpitoduction, distribution and sale of welded pipesnly used in the construction
major pipeline project:

. Others includes our operations that consist maimtie production, distribution and sale of sudlaets, welded steel pipes for elect
conduits, industrial equipment and raw materialshsas hot briquetted iron, or HBI, that exceedioternal requirement:

In May 2007, we acquired Hydril, a leading North émiean manufacturer of premium connections andspirescontrol products for oil and gas
drilling production. For more information on the &ty acquisition, see Iltem 5.G. “Operating and Ficial Review and Prospects — Recent
Developments — Acquisition of Hydril Company”.

Our Products

Our principal finished products are seamless arldedesteel casing and tubing, line pipe and varahsr mechanical and structural steel g
for different uses. Casing and tubing are also kmaw 0il country tubular goods or OCTG. In our Petg business segment we also produce
large diameter welded steel pipes for oil and gpslimes. We manufacture our steel pipe productswide range of specifications, which vary
in diameter, length, thickness, finishing, steeldgs, threading and coupling. For most complexiegapns, including high pressure and high
temperature applications, seamless steel pipessaly specified and, for some standard applioatiovelded steel pipes can also be used.

Casing. Steel casing is used to sustain the walls odd gas wells during and after drilling.
Tubing. Steel tubing is used to conduct crude oil andnaigas to the surface after drilling has beenpletad.

Line pipe. Steel line pipe is used to transport crude ail matural gas from wells to refineries, storagésaand loading and distribution
centers.

Mechanical and structural pipe. Mechanical and structural pipes are used by gématustry for various applications, including the
transportation of other forms of gas and liquiddemhigh pressure.
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Cold-drawn pipe The cold-drawing process permits the productiopifpe with the diameter and wall thickness reqaiii@ use in boilers,
superheaters, condensers, heat exchangers, auteqazuction and several other industrial appiare.

Premium joints and couplin¢. Premium joints and couplings are specially desigeonnections used to join lengths of steel casintbtubing
for use in high temperature or high pressure enuirents. A significant portion of our steel casimgl &ubing products are supplied with
premium joints and couplings. We own an extensargye of premium connections, and hold licensinbtsigo manufacture and sell the Atlas
Bradford range of premium connections outside efliimited States. On May 7, 2007, we acquired Hydriéading North American
manufacturer of premium connections and pressur@qroducts for oil and gas drilling productidfror more information see Item 5.G.
“Operating and Financial Review and Prospects -eReDevelopments- Acquisition of Hydril Company”.

Coiled tubing.Coiled tubing is used for oil and gas drilling amell workovers and for subsea pipelines.

Other ProductsWe also manufacture sucker rods used in oil extnacectivities, industrial equipment of various eifieations and diverse
applications, including liquid and gas storage pmeént and welded steel pipes for electric condised in the construction industry. In
addition, we sell raw materials, such as HBI, thateed our internal requirements.

Production Process and Facilities

We operate relatively low-cost production faciktievhich we believe is the result of:

. state-of-the-art, strategically located plan

. favorable access to high quality raw materialsygynand labor at competitive cos

. operating history of 50 years, which translates stlid industrial kno-how;

. constant benchmarking and t-practices sharing among the different faciliti

. increasing specialization of each of our faciliiespecific product rangeand

. extensive use of information technology in our prcitbn processe:

Our seamless pipes production facilities are latateNorth and South America, Europe and Asia amdwelded pipes production facilities are
located in North and South America. In addition,manufacture welded steel pipes for electric caisdnithe U.S., tubular accessories such as
sucker rods (used in oil drilling) at facilities Argentina and Brazil, couplings in U.S., Mexicagkntina and Romania, and pipe fittings in

Mexico. In addition to our pipe threading and finirgy facilities at our integrated pipe productiacifities, we also have a pipe threading
facility in Nigeria for production of premium joistand a facility for production of premium jointsdacouplings in China.

The following table shows our aggregate installeztipction capacity of seamless and welded steekpind steel bars at the dates indicated ac
well as the aggregate actual production volumesghi®iperiods indicated. The figures for effectimaaal capacity are based on our estimates of
effective annual production capacity under presentlitions.
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At or for the year ended December 31

2006 2005 2004

Thousands of tor
Steel Bar¢

Effective Capacity (annuafy 3,45( 3,35( 2,95(

Actual Productior 3,107 2,881 2,66:
Tubes- Seamles:

Effective Capacity (annuafy 3,40( 3,35( 3,32(

Actual Productior 3,01z 2,84z 2,631
Tubes- Welded

Effective Capacity (annuafy 1,86( — —

Actual Productior? 31€ — —
Projects- Welded

Effective Capacity (annuafy 85C 85C 85C

Actual Productior 32¢ 47€ 36€

(1) Effective annual production capacity is calculat@sed on standard productivity of production lineepretical product mix allocatiol
and considering the maximum number of possible imgrkhifts and a continued flow of supplies to pineduction proces:
(2) Includes production from the Villa Constitucion ilég for eleven months and from the former Mavérfecilities for three month:

Production Facilities- Tubes
North America

In North America, we have a fully integrated seasnlpipe manufacturing facility and a pipe fittirfgsility in Mexico, three welded pipe
manufacturing facilities, two coiled tubing fadiéis and a couplings manufacturing facility in theitdd States, and a seamless pipe rolling mill
and a welded pipe manufacturing facility in Canada.

Mexico.In Mexico, our fully integrated seamless pipe mawetiring facility is located near the major exptama and drilling operations of
Mexican state oil company Petrdleos Mexicanos,em&X, about 13 kilometers from the port of Veraanzhe Gulf of Mexico. The Veracruz
plant was inaugurated in 1954. Situated on an@fr@80 hectares, the plant includes a state-ofatheeamless pipe mill and has an installed
annual production capacity of approximately 780,80% of seamless steel pipes (with an outside eliammange of 2 to 20 inches) and 850,
tons of steel bars. The plant is served by twouayls and a railroad and is close to the port ofi¢rz, which reduces transportation costs anc
facilitates product shipments to export markets.

The Veracruz facility comprises:

. a steel shop, including an electric arc furnacknirg equipment, fol-strand continuous caster and a cooling |

. a mult-stand pipe mill, including a continuous mandrellpndtary furnace, direct piercing equipment anzbaling bed:

. a pilger pipe mill, including a rotary furnace, elit piercing equipment, a reheating furnace ambéing bed;

. four finishing lines, including heat treatment fdigs, upsetting machines and threading and inspeequipment

. a stretch reducing mill, including cutting saws ancboling bed

. a colc-drawing mill;and

. automotive components production machin
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The major operational units at the Veracruz facaihd the corresponding annual installed produategeacity (in thousands of tons per year,
except for the auto components facility, whichnisriillions of parts) as of December 31, 2006, dredytear operations commenced, are as
follows:

Effective

Production

Capacity

Year

(annual) Operations
@ Commence
Steel Shoy 85( 198¢
Pipe Production Mul-Stand Pipe Mil 70C 198:
Pilger Mill 8C 195/
Cold-Drawing Mill 15 196:

Auto Components Facilit 25 2004

(1) Effective annual production capacity is calculat@ded on standard productivity of production linkepretical product mix allocatiol
and considering the maximum number of possible imgrkhifts and a continued flow of supplies to pineduction proces:

In addition to the Veracruz facility, we operatmanufacturing facility near Monterrey in the stafdNuevo Leon, Mexico, for the production
of weldable pipe fittings. This facility has an amhproduction capacity of approximately 15,000ston

United Statesin the United States, as part of the acquisitioMaferick in 2006, we incorporated the followingguction facilities:

Hickman, Arkansa: Our main U.S. production facility, covering arearof 78 hectares. This facility processes stdd tmproduce electric
resistance welded, or ERW, OCTG and line pipe warttoutside diameter range front2to 16 inches and has an annual production capacity
of approximately 900,000 tons. It includes:

. A plant commissioned in 1993 comprising two miltequcing 11/ 2through 5%/ 2inches API products with three finishing lines awd
heat treatment lines;

. A plant commissioned in 2000 comprising two miltegucing 3/ 2through 16 inches API products with two finishiigels;and

. A coating facility commissioned in 2001 coatingesizip to 16 inche

Conroe, TexasA plant located on an area of 47 hectares whiclkgsses steel coils to produce ERW OCTG and lpes pvith an outside
diameter range of 4 to & ginches and has an annual production capacity abappately 250,000 tons. The facility includes an#i, one
heat treatment line and one finishing line.

Counce, Tennessed plant located on an area of 54 hectares whickgsses steel coils to produce ERW OCTG and lipeith an outside
diameter range of 4 to & ginches and has an annual production capacity abappately 90,000 tons. The facility has one miitlaa finishing
line capable of producing line pipe products.

In addition, we have specialized facilities in theuston area producing coiled tubing, umbilicalimgband couplings.

. A coiled tubing facility commissioned in the 1990%e facility has approximately 150,000 square téehanufacturing space or
hectares. The plant consists of two mills and ogatiperations capable of producing coiled tubirefdpcts in various grades, sizes and
wall thicknesses
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. An umbilical tubing facility commissioned in the 9®s. The facility has approximately 85,000 squast 6f manufacturing space ot
hectares. The facility is capable of producingrdégs or carbon steel tubing in various gradesssand wall thicknes

. The Texas Arai coupling facility commissioned ir819 The plant has an annual capacity of approxipdtd million couplings in OCT!
sizes ranging from 2/ sthrough 20 inches in carbon and alloy steel grades.

Canada.ln Canada, we have a seamless steel pipe manufagtacility located adjacent to the Algoma Steelmafacturing complex in Sault
Ste. Marie, near the mouth of Lake Superior ingt@vince of Ontario. The facility includes a reghmandrel mill, a stretch reducing mill and
heat treatment and finishing facilities produciegmmless pipe products with an outside diametereran@ to 97/ gsinches. The effective annt
capacity of the facility is at approximately 25000@ns. The plant was opened in 1986 and was ket part of Algoma Steel until shortly
before it was leased to us in 2000. In Februaryd20@ completed the purchase of the leased fas)iBpare parts and other operating assets.
Since we began operating the facility, we have caisteel bars principally from our steel shop&rngentina and Mexico. In May 2004, we
reached an agreement with QIT, a Canadian procfd¢ganium dioxide and high purity iron, to deliveome of the plant’s steel bar
requirements.

In addition, as part of the acquisition of Maverink2006, we incorporated the Prudential weldedlgtge manufacturing facility based in
Calgary, Alberta, which processes steel coils EfRW OCTG and line pipe with an outside diametegeaaf 2 to 12 inches. The facility,
originally commissioned in 1966, includes a slitteree welding lines and four threading lines. @haual capacity of this plant is at
approximately 400,000 tons.

South America

In South America, we have a fully integrated seasf@pe facility in Argentina and a seamless gtkgit in Venezuela. In addition, we have
welded pipe manufacturing facilities in ArgentimradeColombia.

Argentina.Our principal manufacturing facility in South Amexaiiis a fully integrated plant on the banks ofPlaeana river near the town of
Campana, approximately 80 kilometers from the GftBuenos Aires, Argentina. The Campana plant wasgurated in 1954. Situated on ¢
300 hectares, the plant includes a state-of-theeamless pipe mill and has an effective annualymtion capacity of approximately 900,000
tons of seamless steel pipe (with an outside dientahge of 11/ 4to 10 3/ 4inches) and 1,300,000 tons of steel bars.

The Campana facility comprises:
. a direct reduced iron, or DRI, production ple

. a steel shop with two production lines, each initlgan electric arc furnace, refining equipmentirfstrand continuous caster and a
cooling bed:

. two continuous mandrel mills, each including a npffarnace, direct piercing equipment and a coobed and one of them also including
a stretch reducing mil

. seven finishing lines, including heat treatmentlitées, upsetting machines, threading and inspacéiquipment and ma-up facilities;
. a colc-drawing mill; and

. a port on the Parana river for the supply of ravtemals and the shipment of finished produ

In February 2003, we acquired a modern gas tunbamesr generation plant, located at San Nicolastaqmately 150 kilometers from

Campana. The capacity of this power generationt pla60 megawatts - together with a smaller thesteztric power generating plant located
within the Campana facility, is sufficient to supplll of the electric power requirements of the @ama facility.
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The major operational units at the Campana faditgl corresponding effective annual production ciypéin thousands of tons per year) as of
December 31, 2006, and the year operations comrdareeas follows:

Effective

Production

Capacity

(annual) Year Operations

@ Commenced

DRI 93t 197¢
Steel Shoy
Continuous Casting 53C 1971
Continuous Casting 77C 1987
Pipe Productiol
Mandrel Mill | 33C 1971
Mandrel Mill Il 57C 198¢
Cold-Drawing Mill 20 1962

(1) Effective annual production capacity is calculdteded on standard productivity of production litksepretical product mix allocatiol
and considering the maximum number of possible imgrkhifts and a continued flow of supplies to pineduction proces:

In addition to our main integrated seamless pipdifia, we also have a welded pipe manufacturinglity in Argentina located at Villa
Constitucion in the province of Santa Fe, whichagquired in January 2006. The facility has an ahpradluction capacity of approximately
80,000 tons of welded pipes with an outside diammeitege of 1 to 6 inches.

Venezuelaln Venezuela, we have a seamless steel pipe pigmiw annual production capacity of approxima&9y000 tons, located in
Ciudad Guayana in the eastern part of the coumitrg.plant is situated on an area comprising 38ahnestwithin the Sidor C.A., or Sidor, iron
and steel manufacturing complex on the banks ofitieoco River. The plant includes a pilger milddimishing line, including threading
facilities, and produces seamless pipe products aritoutside diameter range of 8 to 16 inches.pldret uses steel bars supplied by Sidor, a
Ternium subsidiary, as its principal raw matetialJuly 2004, together with Sidor, we acquiredradusstrial facility, also in Ciudad Guayana,
Venezuela, to produce hot briquetted iron, or HBle facility, which had been shut down in 2001 igaafter its start up, was restarted in
October 2004. We use HBI as a raw material in sohwair steelmaking operations.

Colombia.As part of the acquisition of Maverick in 2006, imeorporated the TuboCaribe welded pipe manufaeduiiécility in Cartagena,
Colombia on an area of 28 hectares. The total astidhyearly capacity is 140,000 tons of tubuladpmis complemented by 20,000 tons of
electric metallic tubing. The plant produces malBRW OCTG and line pipe products having two milighvan outside diameter range of 28
to 8 5/ ginches, three heat treatment lines and three tmgdides. Inspection lines and materials testatfgpratories complete the production
facility. A 2 to 42 inches diameter multilayer ciogt facility complements our line pipe productiacilities.

Europe

In Europe, we have several seamless pipe manuifagtiacilities in Italy and Romania.

Italy. Our principal manufacturing facility in Europe is entegrated plant located in the town of Dalminghie industrial region of Bergamo,
about 40 kilometers from Milan in northern Italytu&ted on an area of 150 hectares, the plantdesla state-of-the-art seamless pipe mill and
has an annual production capacity of approxima&8ly,000 tons of seamless steel pipes and 900,080fcsteel bars.
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The Dalmine facility comprises:

. a steel shop, including an electric arc furnace, lwdle furnaces, two continuous casters and argpbkd;
. a continuous floating mandrel mill with one heatment and two finishing line

. a retained mandrel mill with three finishing linesluding two heat treatment

. a rotary expander with a finishing line includingeat treatmenand

. a pilger pipe mill with a finishing line

The major operational units at the Dalmine facitityd corresponding annual effective production cépéin thousands of tons per year) as of
December 31, 2006, and the year operations comrdareeas follows:

Effective
Production
Capacity Year Operations
(annual) ® Commenced
Steel Shoy 90C 197¢
Pipe Productiot
Pilger Mill 11C 1937
Mandrel Mill:
Floating Mandrel Mill Small Diamete 14C 1962
Retained Mandrel Mill Medium Diamet: 55C 197¢

(1) Effective annual production capacity is calculdteded on standard productivity of production litkepretical product mix allocatiol
and considering the maximum number of possible imgrkhifts and a continued flow of supplies to pineduction proces:

The Dalmine facility manufactures seamless stg@givith an outside diameter range of 21 to 711(hi#b to 28.0 inches), mainly from
carbon, low alloy and high alloy steels for diveagplications. The Dalmine facility also manufaetisteel bars for processing at our other
facilities in Italy.

Our production facilities located in Italy haved@llective annual production capacity of approxinha@50,000 tons of seamless steel pipes.
Aside from the main facility mentioned above, theglude:

. the Costa Volpino facility, which covers an areapproximately 31 hectares and comprises a coldidgamill and an auto components
facility producing cold-drawn carbon, low alloy ahigh alloy steel pipes with an outside diametegeaof 12 to 280 mm (0.47 to 11.00
inches), mainly for automotive, mechanical and nraety companies in Europe. The Costa Volpino fichias an annual production
capacity of approximately 100,000 tol

. the Arcore facility, which covers an area of appmetely 26 hectares and comprises a Diescher rithll associated finishing lines and
multiple cold pilger pipe mills for cold-pilgeredges. Production is concentrated in heavy-wall nedtal pipes with an outside diameter
range of 48 to 203 mm (1.89 to 8.00 inches). Theose facility has an annual production capacitgmbroximately 150,000 tonand

. the Piombino facility, which covers an area of apjimately 67 hectares and comprises a welded pipdugtion line (Fretz Moon type)
with a hot stretch reducing mill, a hot dip gahzng line and associated finishing facilities. Rrotion is focused on welded pipe and
finishing of small diameter seamless and weldee fgp plumbing applications in the domestic marketh as residential water and gas
transport. The Piombino facility has an annual prtin capacity of approximately 180,000 tc
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In addition to these facilities, we operate a mantufring facility at Sabbio, which manufactures gginders with a production capacity of
approximately 14,000 tons or 270,000 pieces per.yea

In order to reduce the cost of electrical energyustoperations in Dalmine, we recently construgeghs-fired, combined heat and power
station with a capacity of 120 MW at Dalmine. Thiw facility began operations in May 2007. Our apiens in Dalmine are expected to
consume most of the power generated at the plaictvigh designed to have sufficient capacity to nieetelectric power requirements of these
operations at peak load. Excess power will be sottird party consumers and heat will be solddistrict heating.

Romanialn July 2004 we acquired a seamless steel pipe faetuuing facility in Romania, located in Zalauyginear the Hungarian border,
480 kilometers from Bucharest. The Silcotub fagilitcludes a continuous mandrel mill and has aruahproduction capacity of approximat
180,000 tons of seamless steel tubes. The pladupes carbon and alloy steel tubes with an outfim®eter range of 8 to 146 mm (0.314 to
5.74 inches.). In May 2005, we acquired a steelngafacility in southern Romania, with an annuaébteaking capacity of 400,000 tons.
Following investments to convert this capacityhe production of steel bars for seamless pipe mtoahy this facility has been integrated into
our Romanian and European operations and in FebR@6 began to supply steel bars to the Silcoagbify as well as to Dalmine’s facilities
in Italy. The combined Romanian facilities comprise

. a steel shop including an electric arc furnacedéel furnace and a continuous cas
. a continuous mandre

. three finishing lines, including heat treatmentlfaes, upsetting machine, line pipe, threading@k&-up and inspection equipment
facilities;

. a coupling shogand
. a colc-drawing plant with finishing are:

Far East and Oceania

Our seamless pipe manufacturing facility in Asipe@ted by NKKTubes, is located in Kawasaki, Japathe Keihin steel complex owned by
JFE, the successor company of NKK, resulting frbebusiness combination of NKK with Kawasaki Steetporation, or Kawasaki Steel.
The facility includes a floating mandrel mill, augl mill and heat treatment, upsetting and threatinijties producing seamless pipe products
with an outside diameter range of 1 to 17 inché® &ffective annual capacity of the facility isspproximately 260,000 tons. The plant was
operated by NKK until its acquisition by NKKTubes2000. Steel bars and other essential inputs emvices are supplied by JFE, which
retains a 49% interest in NKKTubes through its @libsy JFE Engineering. The NKKTubes facility pragis a wide range of carbon, alloy and
stainless steel pipes for the local market and hajhe-added products for export markets. For eudision of NKK’s business combination
with Kawasaki Steel, see “Item 4. Information oa @ompany—Competition”.

In November 2006 we began operating a newly coastdufacility for the production of premium joirdasd couplings in Qingdao, on the east
coast of China. The facility has an annual produrctiapacity of approximately 50,000 tons of premjaints.

Production Facilities- Projects

We have two major welded pipe facilities, one imBrand one in Argentina, which produce pipes urdtie construction of major pipeline
projects. The facility in Brazil, operated by Cdnfés located at Pindamonhangaba, 160 kilometers the city of S&o Paulo. The facility
includes an ERW (electric resistant welding) ralimill and a SAW (submerged arc welding) rollindlmiith one spiral line and one
longitudinal line. The facility, which was originglopened in 1959, processes steel coils and platesoduce welded steel pipes with an
outside diameter
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range of 41/ 2to 100 inches for various applications, includinig metrochemical and gas applications. The facaiso supplies anticorrosion
pipe coating made of extruded polyethylene or papplene, external and internal fusion bonded epmmg paint for internal pipe coating. The
facility has an annual production capacity of apprately 500,000 tons.

The facility in Argentina is located at Valentinsixa just south of the city of Buenos Aires. Thalfy includes ERW and SAW rolling mills
with one spiral line. The facility was originallpgaugurated in 1948 and processes steel coils atel fol produce welded steel pipes with an
outside diameter range of4 2to 80 inches, which are used for the conveyinduwfi$§ at low, medium and high pressure and for raaidal
and structural purposes. The facility has an anpraduction capacity of approximately 350,000 tons.

Production Facilities- Others

We have facilities for the manufacture of suckeatsro Villa Mercedes, San Luis, Argentina and inrbla Cesar, S&o Paulo, Brazil. In
Moreira Cesar, we also have facilities for the nfaoture of industrial equipment. As part of thewisgion of Maverick in 2006, we
incorporated a welded steel pipe business forrteminduits with manufacturing facilities in Lowuile, Kentucky and Cedar Springs, Geor¢
These two plants process steel coils into condbihg and have a combined annual capacity of ajpmpetely 220,000 tons.

Sales and Marketing

Net Sale:

Our total net sales amounted to $7,728 millionG0&, $6,210 million in 2005 and $3,718 million i6@. For further information on our net
sales see Item 5.A. “Operating and Financial Revdaad Prospects — Results of Operations”.

The following table shows our net sales by busiseggnent for the periods indicated therein:

Millions of U.S. dollars For the year ended December 3:

2006 2005 2004
Tubes 6,824.. 88% 5,124.( 83% 3,273.. 88%
Projects 453t 6% 790.C 13% 280.1 8%
Others 449.¢ 6% 295.6 5% 164.6 4%
Total 7,727.. 10(% 6,209.¢ 10(% 3,718.: 10(%
Tubes

The following table indicates, for our Tubes busgsegment, net sales by geographic region:

For the year ended December 3.

Millions of U.S. dollars 2006 2005 2004
Tubes
North America 1,992.: 29% 1,662.: 32% 1,094.. 33%
South Americe 960.C 14% 838.6 16% 502.: 15%
Europe 1,314 19% 1,023.¢ 2C% 794.1  24%
Middle East and Afric: 1,895.: 28% 933.( 18% 480.:2 15%
Far East and Ocear 662.c 10% _666.C 13% _402.¢ 12%
Total Tubes 6,824.: 10C% 5,124.( 10C% 3,273.. 10(%
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North Americe

Sales to customers in North America accounted 386 ®f our sales of tubular products and service&6, compared to 32% in 2005 and
33% in 2004. Following the acquisitions of Maverakd Hydril, sales to customers in North Amerioa expected to increase significantly.

We have significant sales in each of Canada, theet)i$tates and Mexico. In October 2006, we acduitaverick, a leading producer of ER
OCTG and line pipe products with operations intth8., Canada and Colombia, since then our oveabdssn the U.S. and Canada have
increased.

The use of ERW OCTG products in less complex appbias, such as in shallow onshore wells, has becsetll established in the U.S. and
Canada due to the standard product specificatemgined, the development of ERW technology andnheeting efforts of local ERW
producers. ERW products are not, however, geneualyl in more complex applications.

Sales to our oil and gas customers in the U.SGamthda are particularly sensitive to North Amerigaa prices as the majority of drilling
activity in these two countries is related to exation and production of natural gas. These priegsbe affected by issues such as available
storage capacity and seasonal weather patterrsorApared to other countries, our sales in the &h8.Canada are more sensitive to the level
of inventories held by distributors due to the riblat distributors have traditionally played in gieel pipe markets of these two countries.

Our sales in Canada are mainly directed to tharadlgas drilling and transportation sectors. Od gas drilling in Canada is subject to strong
seasonality with the peak drilling season in West@anada being during the winter months when tbergt is frozen. During the spring, as the
ice melts, drilling activity is severely restrictbgl the difficulty of moving equipment in muddy tein. During the past three years, drilling
activity has significantly increased as rising matgas prices and declining production rates ersgmd increased drilling for natural gas and
rising international oil prices and technologigapirovements encouraged the development of prajecescover oil from Canadaextensive o
sands reserves. However, natural gas prices dddimarply in the second half of 2006, and the majptoration and production companies
reacted to lower gas prices and rising costs biynguback on their investments in natural gasiddll This led to a considerable slowdown in
gas drilling activity during the 2006-07 winter lting season, which has affected demand for pradfrotn our recently acquired Prudential
welded pipe mill in Calgary and from our seamleige mill in Sault Ste. Marie.

Our sales to oil and gas customers in the UnitateSthave been affected by antidumping duties wheéete applied since 1995 in respect of
import of OCTG products produced by our main seamfgpe manufacturing subsidiaries. On May 31, 268 U.S. International Trade
Commission voted to revoke these antidumping dufies further information, see Item 8.A. “Finandiaformation — U.S. Seamless Steel Pipe
Antidumping and Countervailing Duty Proceedingsiles of OCTG products in the United States haveeased from a low base in the past
two years as we increased production at our Cangt@duction facility, which has not been affeckgdthe antidumping restrictions, and, m
recently, with the acquisition of Maverick, we haxeen able to offer ERW OCTG products. Sales &f fiipe products for deepwater oil and
gas applications were not affected by the antidagpéstrictions that used to affect the importahe of our seamless line pipe products from
Mexico and Argentina and which have recently besnaved. Our sales to the industrial sector arafietted by antidumping restrictions and
are affected primarily by trends in industrial ait$i.
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In Mexico, we have enjoyed a long and mutually lfiered relationship with Pemex, the state-ownedoaimpany, one of the world’s largest
crude oil and condensates producers. In 1994, warbsupplying Pemex under justtime, or JIT, agreements, which allow us to prowiusr
with comprehensive pipe management services omtincous basis. These agreements provide for dgliviepipe to our customers on short
notice, usually within 72 hours. Under JIT and king supply arrangements, we are kept informedunfonistomers’ drilling program and pipe
requirements. In addition, we are permitted todponr engineers to the customers’ drilling locasiamorder to maintain adequately supplied
warehouse inventories.

In 2003, Pemex increased exploration and produet@tivity and began to let out politically contresial multiple services contracts to operate
some of its gas fields. During 2004 and 2005, salgspes in Mexico reached record levels, reflegtihe strong growth in Pemaxéxploratiol
and production spending as well as increased ctivihe industrial sector. In 2006 oil and gapleration and development in Mexico
declined as Pemex experienced budgetary constjasitas the costs of drilling rose sharply in grsge to a strong worldwide upturn in
demand for oil and gas drilling services. Salesdn-oil related customers in Mexico are made direalyhiose customers or through authori
distributors. The principal Mexican end users, othan Pemex, rely on our products primarily fotcemotive, thermal, mechanical, conduction
and hydraulic uses. Sales to these non-oil cus®marerprimarily affected by trends in North Ameniégadustrial production activity.

South America

Sales to customers in South America accounted4® &f our sales of tubular products and servic&6, compared to 16% in 2005 and
15% in 2004.

Our largest markets in South America are Argendine Venezuela, countries in which we have manufexgiisubsidiaries. Our sales in the
Argentine and Venezuelan markets are sensitivieganternational price of oil and its impact on thiéling activity of participants in the
domestic oil and gas sectors, as well as to gerealomic conditions in these countries. In addjt&ales in Argentina, as well as export sales
from our manufacturing facilities in Argentina, affected by government actions and policies, idiclg measures adopted in 2002 in response
to the crisis in Argentina, such as the taxationibénd gas exports, measures affecting gas piricére domestic market, restrictions on certain
transfers of currency abroad, mandatory repatnatfocertain export revenues and other matterstifig the investment climate. Sales in
Venezuela are also affected by government actindgalicies and their consequences, such as né#atian and other measures relating to
the taxation and ownership of oil and gas productictivities, general strikes, agreements to vamektic production pursuant to quotas
established by OPEC, and other matters affectiagnestment climate. See Item 3.D. “Risk Factordsk®Relating to Our Business”.

A principal component of our marketing strategyhia Argentine and Venezuelan markets is the estabknt of long-term supply agreements
with significant local and international oil andsgeompanies operating in those markets. In recegntsy we have sought to retain and expand
our sales to those customers by offering value-@gdeevices.

In Argentina, we have enjoyed a sustained, closébkss relationship with Repsol YPF S.A., or Repd@fF, an integrated oil and gas company
engaged in all aspects of the oil and gas busiMéssave strengthened our relationship with Relggtt and other participants in the
Argentine oil sector through JIT agreements, sintdeaour JIT agreement with Pemex.

In the past three years, demand from oil and ga®mers in Argentina has remained steady but grawtlemand has been affected by
government actions including the application ofiiddal taxes on the export of oil and gas andftaezing of domestic gas tariffs for
consumers. We also serve the demand for steel fipesher applications in the Argentine marketnizad from this sector has increased in
the past two years in response to increased ecaorawtivity, particularly in the agricultural sect@mnd in import substitution.
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In Venezuela, we have a significant share of theketdor OCTG products. We enjoy ongoing businesationships with Petréleos de
Venezuela S.A., or PDVSA, the state-owned oil comypand many private-sector operators in the al gas sector. Over the past few years
there has been increased government interventitireinenezuelan oil and gas industry. Followingeaegal strike which ended in early 2004
many employees of PDVSA were dismissed. In 2006s lere passed which obliged private sector ppgitis in the oil and gas sector to
surrender majority control of their oil and gadlahfy concessions to PDVSA. In 2004, drilling adywwas severely affected by the general
strike but subsequently recovered. In 2006, appa@msumption of OCTG products did not keep padh diilling activity as PDVSA drew
down its inventories of such products.

In addition, we have growing sales in Colombia, sehe&vith the acquisition of Maverick, we recenthgorporated a manufacturing facility.
Sales in Colombia and in other countries in théoreguch as Ecuador and Peru are sensitive totemational price of oil and gas and its
impact on the drilling activity of participants he local oil and gas sectors, as well as to géeemmomic conditions and government actions
and policies in these countries.

Europe

Sales to customers in Europe accounted for 19%in$ales of tubular products and services in 2608pared to 20% in 2005 and 24% in
2004.

Our single largest country market in Europe isyltdhe market for steel pipes in Italy (as in mofsthe EU) is affected by general industrial
production trends, especially in the mechanicalandmotive industry, and by investment in powearagation, petrochemical and oil refining
facilities. Our customers in Europe include larggiaeering companies active in designing and caosirg oil and gas processing facilities
worldwide. The European market also includes thetiNSea and Scandinavia area, which is affecteailtand gas prices in the international
markets and their consequent impact on oil andiglimg activities in that area.

Industrial production in Eastern European counthigs been growing more rapidly in recent years thalestern European countries, as
European manufacturers take advantage of lowes ao&astern European countries to expand thedymtion activities in those countries.
With the acquisition of Silcotub in Romania in J2§04, we are improving our ability to serve custosnn Eastern Europe as well as in areas
such as the Caspian Sea, and the Commonwealtebémdent States (CIS).

Middle East and Afric:

Sales to customers in the Middle East and Africaanted for 28% of our sales of tubular product services in 2006, compared to 18% in
2005 and 15% in 2004.

Our sales in the Middle East and Africa are seresitd international prices of oil and gas and timapact on drilling activities as well as to the
production policies pursued by OPEC, many of whusenbers are located in this region. In the pasetlyears, drilling activity has increased
significantly in this region as oil and gas produgcountries in the region, led by Saudi Arabiaréased investments in exploration and
production with the objective of increasing oil guztion capacity and developing gas reserves fadéggnal gadased industrial developmi
and export gas in the form of liquefied natural,gad NG. In addition, international oil companiegve been increasing investments in
exploration and production in deepwater projectsfishore West Africa.

Our sales in the Middle East and Africa could beeasely affected by political and other eventshia tegion, such as armed conflict, terrorist
attacks and social unrest, that could materiallydot the operations of companies active in theorégioil and gas industry.

Far East and Oceani

Sales to customers in the Far East and Oceaniaaismbfor 10% of our sales of tubular products serices in 2006, compared to 13% in
2005 and 12% in 2004.
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Our largest markets in the Far East and Oceani€lairea and Japan. Our sales in China are concedtost OCTG products used in Chinese

and gas drilling activities, tubes used in boierspower generation facilities and tubes usedtermanufacturing of gas cylinders. Although
apparent consumption of pipes in China has incteaigmificantly during the past three years, mdshis increase has been met by higher ¢

of pipes produced by local producers, who have l@easing their production capacity. Imports ighvalue pipe products not manufactu

by local producers increased during 2004 and 2@@%&clined marginally in 2006.

In Japan, our subsidiary, NKKTubes, competes agather domestic producers. The market for stqed products in Japan is mostly indus
and depends on general factors affecting domestesiment, including production activity. In thespthree years, demand has recovered due
to improving economic conditions and strong demafihcbnstruction machinery export business for China

Sales to other markets in the Far East and Oceamiaffected by the level of oil and gas drillingiwty in countries such as Indonesia and
engineering activity particularly related to inwesint in petrochemical plants and oil refineries.

Projects

We are a leading regional supplier of welded pipegas pipeline construction in South America, reh&e have manufacturing facilities in
Brazil and Argentina. We also supply welded stégép to regional mineral slurry pipeline projeais the mining industry and to selected gas
pipeline construction projects worldwide. Demand ahipments for our welded steel pipes in thisiess segment is principally affected by
investment in gas pipeline projects in Brazil, Artiea and the rest of South America. These investsnean vary significantly from year to
year and can be affected by political and financ@additions in the region. In 2006, shipments af pipes for pipeline projects declin
significantly from relatively high levels in theguious year as there were delays in the definidlarge pipeline infrastructure projects in
Brazil and Argentina. In 2005, on the other hareimdnd for welded pipes for gas pipeline projectieutaken by Petrobras in Brazil had
increased significantly as did demand in Argenforavelded pipes for loops, or capacity expansiam#he gas pipeline network due to
increased demand for natural gas in the recovéiggntine economy. However, plans to implementferrtexpansions of the pipeline netw:
in Argentina have been delayed.

Others

Our other products and services include sucker ugdd in oil extraction activities, welded steglgs for electric conduits, industrial equipn
of various specifications and for diverse appli@asi, including liquid and gas storage equipmentsaiels of raw materials and energy that
exceed our internal requirements, including HBhfrour facility in Venezuela and steam from our pogeneration plant in Argentina.

On December 1, 2006, we sold a 75% interest in Dedtaining the remaining 25%. Through DaEn, whigas formed in 1999, we developed
an energy supply business in Italy, which suppédilettric energy and natural gas to our operationgaly and to other industrial and
commercial users throughout Italy.

In May 2007, we acquired Hydril, a leading North émgan manufacturer of premium connections andspirescontrol products for oil and gas
drilling production. For more information on the ¢t acquisition, see Item 5.G. “Operating and Ricial Review and Prospects — Recent
Developments — Acquisition of Hydril Company”.

Competition

The global market for steel pipe products is higtdynpetitive. Seamless steel pipe products, whieluged extensively in the oil and gas
industry particularly for high pressure, high stresd other complex applications, are producegéweialized mills using round steel billets and
specially produced ingots. Welded steel pipe prtddare produced in mills which process steel aild plates into steel pipes. Steel compe
that manufacture steel coils and other steel prisduat do not operate specialized seamless stéslare generally not competitors in the
market for seamless steel pipe products, altholugy often produce welded steel pipes or sell steitd and plates used to produce welded

pipe.
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The production of steel pipe products following #tengent requirements of major oil and gas corggrequires the development of
specialized skills and significant investments iamufacturing facilities. By contrast, steel pipedurcts for standard applications can be
produced in most seamless pipe mills worldwide sordetimes compete with welded pipe products foh syaplications including OCTG
applications. Welded pipe, however, is not gengi@hsidered a satisfactory substitute for seandtesa pipe in high-pressure or high-stress
applications.

Our principal competitors in steel pipe marketsldwide can be grouped by origin as described below.

. Japan. Sumitomo Metal Industries Ltd. and JFE (the seampipe business of the former Kawasaki Ste¢jdraggregate enjoy
significant share of the international market, hgvestablished strong positions in markets in taeHast and the Middle East. They are
internationally recognized for the high qualitytb&ir products and for their supply of high-allayade pipe products. On September 27,
2002, Kawasaki Steel and NKK, our partner in NKK&spconsummated a business combination and méngaugh which they became
subsidiaries of JFE. JFE continues to operatediredr Kawasaki Ste’s seamless steel pipe business in competitionMiitKTubes.

. Western EuropeVallourec & Mannesman Tubes, or V&M Tubes, a Emerman venture, has mills in Brazil, France,n@&ary and
the United States. V&M Tubes has a strong presenttee European market for seamless pipes for tnidiisise and a significant market
share in the international market with customeisarily in Europe, the United States, Brazil and Middle East. V&M Tubes is an
important competitor in the international OCTG nedrlparticularly for high-value premium joint prads. In May 2002, V&M Tubes
purchased the seamless tubes division of NorthS&el, a leading U.S. producer of OCTG produatsHe domestic market, which was
renamed V&M Star. Tubos Reunidos S.A. of Spaindaédst Alpine AG of Austria each has a significarggence in the European
market for seamless steel pipes for industrialiappbns, while the latter also has a presenchaririternational OCTG marke

. United States U.S. steel pipes producers, including US Steep@mation, Ipsco and Lone Star Technologies, whiaé recently been
acquired by US Steel Corporation, are largely fedusn supplying the U.S. and Canadian markets,emhery have their production
facilities.

. Eastern Europe, CIS and ChirProducers from these regions compete primariljé“commaodity’ sector of the market and have b
increasing their participation in markets worldwide standard products where quality and servieenat the prime consideration. In
recent years, TMK, a Russian company, has led tidason of the Russian steel pipe industry andéygsanded through acquisitions i
Eastern Europe. Also in recent years, produce@&hina have increased production capacity more ¢jutblan the growth of local dema
and have increased their exports of steel pipeymtsc

Producers of steel pipe products can maintain gtommpetitive positions in markets where they hidnegr pipe manufacturing facilities due to
logistical and other advantages that permit theoffer value-added services and maintain stroreficiships with domestic customers,
particularly in the oil and gas sectors. Our sulasies have established strong ties with major aoress of steel pipe products in their home
markets, reinforced by JIT arrangements, as discuabove.

Capital Expenditure Program

During 2006, our capital expenditures, includingastments at our plants and investments in infaonaystems, amounted to $441.5 million,
up from $284.5 million in 2005 and $183.3 millian2004. Investment at our plants amounted to $4tdllbn in 2006, up from $264.4

million in 2005 and $163.2 million in 2004. Our da@pinvestment program has continued to focusheneixpansion of our capacity to produce
high value products. As a result, we have beentablecrease the proportion of heat-treated antl igjue-added proprietary premium joint
products within our product sales mix. During 2@@86 also invested to further extend our geographeath. The major highlights of our
capital spending program during 2006 include:

. construction of a premium connection threading emapling facility in China where operations commethin November 200¢
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. completion of the construction of a power generafaxility at our Dalmine facility in Italy whereperations commenced in May 20(
. construction of additional heat treatment facifitie our seamless pipe facilities in Mexico and értina;

. extension of the rolling mill size range up td Ainches(from a previous maximum of 7 inches) atsmamless pipe mill in Canada, and
improvements to inspection and finishing areastaecadministration building;

. construction of a new R&D laboratory at our Veracfacility in Mexico;

. installation of new testing machines and improvetmém finishing and inspection facilities at ourr@@ana facility in Argentine
. improvements to inspection lines and expansioreat freatment capacity at our seamless pipe fagiliRomania

. revamping of ste-making facilities and improvements to the buildinfyastructure at our steel shop in Roma

. initiated construction of a new coupling shop arpamsion of cold drawing facilities at our Veracfagzility in Mexico;

. revamping of the ERW line at our Brazilian weldepepfacility; and

. consolidation of hig-chromium production processes at NKKTuk

Capital expenditures in 2007 are expected to miaiti@ level observed in 2006. Major projects pkahfor 2007 include:
. improvements in plant, processes and equipmentraieaent acquisition:

. completion of the additional heat treatment faeiitat our seamless pipe facilities in Mexico amgehtina;

. completion of a new coupling shop and cold drawpaesion at our Veracruz facility in Mexic

. construction of new quality and R&D laboratorieoat Dalmine facility in Italy:

. construction of a corporate university campus at@ampana facility in Argentinand

. expansion of the auto components facilities at\enacruz facility in Mexico and installation of araponents facility at our Zalau facili
in Romania;
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In addition to capital expenditures at our plants,have invested in information systems for thegnation of our production, commercial and
managerial activities. These investments are irgdrid promote the further integration of our opeagafacilities and enhance our ability to
provide value-added services to customers worldwidesstments in information systems totaled $26ilfion in 2006, compared to $19.3
million in 2005 and $20.0 million in 2004.

Subsidiaries

We conduct all our operations through subsidiafé® following table shows the major operating #tibsies of the Company and its direct
and indirect ownership of each as of December 82622005 and 2004. For a complete list of our slidn$es and a description of our
investments in other companies, see AP B and ribte 8ur consolidated financial statements incluidetthis annual report.

Percentage Ownershig

Country of

Company Organization Main Activity 200€ 2005 2004
Algoma Tubes Inc Canade Manufacture of seamless steel pi 10C% 10C% 10C%
Confab Industrial S.A@ Brazil Manufacture of welded steel pipes and ca

goods 3% 3% 3%
Dalmine S.p.A Italy Manufacture of seamless steel pi| 9% 9% 99%
Exiros S.A. Uruguay Procurement services for industrial

companies 100(% 10C% 10C(%
Maverick Tube Corporatio U.S.A. Manufacture of welded steel pip 10(% — —
NKKTubes Japar Manufacture of seamless steel pi 51% 51% 51%
Precision Tube Technology, L. U.S.A. Manufacture of coiled tubin 10(% — —
Prudential Steel Ltc Canade Manufacture of welded steel pip 100(% — —
S.C. Silcotub S.A Romanis Manufacture of seamless steel pi 97% 85% 85%
Seacat, L.F U.S.A. Manufacture of coiled tubin 10(%  — —
Siat S.A. Argentina  Manufacture of welded steel pip 82% 82% 82%
Siderca S.A.l.C Argentina  Manufacture of seamless steel pi 100% 10(% 10C%
Tenaris Financial Services S. Uruguay Financial service 100% 10C% 10C%
Tenaris Global Services S.A. Uruguay Holding company and marketing of steel

pipes 100% 10(% 10C%
Tenaris Investments Lti Ireland Holding company and financial servic 10C% 10C% 10C%
Tubos de Acero de México S Mexico Manufacture of seamless steel pi 100(% 10C% 10C(%
Tubos de Acero de Venezuela S Venezueli  Manufacture of seamless steel pi 7C% 7C% 70%
Tubos del Caribe Ltd: Colombia  Manufacture of welded steel pip 10(%  — —

(&) Tenaris holds 99% of the voting shares of Confalustrial S.A.

Other Investments
Ternium

We have a significant investment in Ternium, on¢hefleading steel producers of the Americas witidpction facilities in Argentina, Mexico

and Venezuela. Ternium is a company that was formye®lan Faustin in a reorganization of its flat fondy steel interests. Ternium was listed
on the New York Stock Exchange on February 1, 2@@&wing an initial public offering of ADSs. AsfMMay 31, 2007, we held 11.5% of its

outstanding shares.
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We acquired our investment in Ternium through tkehange of our prior indirect investments in Sidokenezuelan integrated steel producer,
which became a subsidiary of Ternium under the@@ate reorganization of the San Faustin’s interiestiat and long steel. That
reorganization had involved San Faugtioontrolling participations in Sidor, Siderar S.8., or Siderar, an Argentine integrated steetipoer
and Hylsamex, S.A. de C.V., or Hylsamex, a Mexistael producer.

On January 9, 2006, the Company entered into &Bbkters’ agreement with Inversora Siderurgica teadhior ISL, a company controlled by
San Faustin, pursuant to which ISL will take ali@as in its power to cause one of the memberseofiim’s board of directors to be one
nominated by the Company and any directors nominiayehe Company only be removed pursuant to writtetructions by the Company. 1
Company and ISL also agreed to cause any vacameittee board of directors to be filled with neweditors nominated by either the Company
or ISL, as applicable. On April 27, 2007, ISL assd all of its rights and obligations under thershalders’ agreement to its sole shareholder
I.I.I. Cl, another company controlled by San Fausthich holds 59.1% of Ternium. The shareholdegseament will remain in effect as long
as each of the parties holds at least 5% of theeshad Ternium or until it is terminated by eitlibe Company or I.1.1. CI pursuant to its terms.
Carlos Condorelli, our chief financial officer, wasminated as a director of Ternium pursuant t digireement.

Raw Materials and Energy

We manufacture both seamless and welded steeppigpleicts. The majority of our seamless steel pipeycts are manufactured in integrated
steel making operations using the electric arcdaenroute, with the principal raw materials beitegkscrap, DRI, including HBI, pig iron and
ferroalloys. We process the majority of our DRIuggments at facilities in Argentina and Venezueden iron ore using natural gas as a
reductant. Our integrated steel making operatie@msame significant quantities of electric energgigmificant portion of which we generate in
our own facilities. Our welded steel pipe produats processed from purchased steel coils and plates

Steel scrap, pig iron and DRI

Steel scrap, pig iron and DRI for our integrateskbhaking operations are sourced from local aretmatiional sources. In Argentina, we
produce our own DRI and source ferrous scrap dooadigtthrough a 75% owned scrap collecting andcpssing subsidiary. In Italy, we
purchase pig iron and ferrous scrap as well asap®etals for certain products from European amdrnational markets. In Mexico, we imp
most of our pig iron and DRI requirements and pasehscrap from domestic and international markets.

To secure an additional source of DRI for our stedding operations, we have invested in two faeditin Ciudad Guayana, Venezuela, which
reduce locally-supplied iron ore into HBI usinguratl gas as a reductant. In the 1990s, we entatedilong-term off-take contract under
which we are committed to purchase 75,000 tonygar of HBI fromComplejo Siderargico de Guayana C,Ar Comsigua. We hold a 6.9%
equity interest in Comsigua. The off-take contitzas a term of 20 years from April 1998 but candsminated with one year’s notice at any
time after the completion of ten years. More relgeim July 2004, jointly with Sidor, a Ternium ssitliary, we formed Matesi, and acquired a
Venezuelan iron reduction plant. We own 50.2% ofédeand Sidor owns the remaining 49.8%. The fgcilocated in Ciudad Guayana,
Venezuela, has an annual design capacity in exdéeste million tons.

International prices for steel scrap, pig iron &Rl can vary substantially in accordance with sy@pid demand conditions in the international
steel industry. Our costs for these materials exed substantially in 2004 and have fluctuatedesivith an upwards tendency.
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Ferroalloys

At each of our steel shops we coordinate our pwehaf ferroalloys worldwide. The internationaltsasf ferroalloys can vary substantially.
Our costs of ferroalloys increased substantiall004 and 2005 but declined slightly in 2006 irelimith international prices for these
materials.

Iron ore

We consume iron ore, in the form of pellets andgwre, for the production of DRI in Argentina andnézuela. Our annual consumption of
iron ore in Argentina ranges between 1,000,000185d0,000 tons and is supplied from Brazil primaby Companhia Vale do Rio Doead
Samarco Mineragéo S.énder one-year fixed price contracts. Iron oretti@ production of DRI in Venezuela is supplied By&Ferrominera
Orinoco C.A., the Venezuelan state-owned iron oirdmg company, under a long-term supply contradicWiestablishes annual price
adjustments in accordance with international pri€as costs of iron ore have increased substayiiakr the past three years in line with
international prices.

Round steel bar

We purchase round steel bars and ingots for usariseamless steel pipe facilities in Japan, Veglazand Canada. In Japan, we purchase
materials from JFE, our partner in NKKTubes, an¥@nezuela, we purchase these materials from Sadbernium subsidiary. In both cases,
these purchases are made under supply arrangepugatsnt to which the purchase price varies irticgldo changes in the costs of
production. As a result of their location withiteager production complex operated by the supptier,operations in Japan and Venezuela are
substantially dependent on these contracts fosdipely of raw materials and energy. JFE uses iredarbn ore, coal and ferroalloys as
principal raw materials for producing steel barKeihin and Sidor uses domestic iron ore and doimesd imported ferroalloys as its princi
raw materials.

In Canada, we mainly use steel bars produced imntegrated facilities in Argentina and Mexico, I also purchase a limited quantity of
round steel bars from QIT, a Canadian produceitariitim dioxide and high purity iron.

Steel coils and plates

For the production of welded steel pipe products purchase steel coils and steel plates princifiaip domestic producers for processing
welded steel pipes. We have welded pipe operatipAsgentina, Brazil, Canada, Colombia and the B&. our welded pipe operations in the
U.S. and Canada, a significant part of our requéinets for steel coils are supplied under léegn contracts with prices set at market levels.
principal suppliers include Nucor, which has alsted manufacturing facilities in Hickman, Arkarsaiear to our principal welded pipe faci

in the U.S., and Ipsco, which has steel coil mattuféng facilities in Regina, Saskatchewan, Canddasecure a supply of steel coils for our
Hickman facility, we entered into a five year puashk contract with Nucor under which we have conemito purchase around 435,000 tons of
steel coils per year with prices adjusted quarterigccordance with market conditions startinganuhry 2007. Steel coil prices in the U.S. and
Canada significantly increased in 2004 reachingakpn excess of $800 per ton since when they fiastiated in the range of $500-700 per
ton. We purchase steel coils and plates for oudeepipe operations in Brazil and Argentina priatlipfrom Usiminas and Siderar, a
subsidiary of Ternium.

Energy

We consume substantial quantities of electric gnatgur electric steel shops in Argentina, Itdfiexico and Romania. In Argentina, we have
owned sufficient generating capacity to supplyréguirements of our integrated steelmaking facdity"”ampana since we acquired a 160 MW
electric power generating facility in 2003. In italve began operations at a newly constructed 10 pdwer generation in May 2007, whict
designed to meet the electric power requirementaioEteelmaking facility at Dalmine. Prior to tisisrt up, our electric power and natural gas
requirements in Italy were supplied by DaEn, inebhive sold a 75% patrticipation to E.ON Sales aratliftg GmbH, an indirect subsidiary of
E.ON A.G. in December 2006. In Mexico, our elecfrimver requirements are furnished by the Mexicaregument-ownedomisién Federal

de Electricidad or the Federal Electric Power Commission.
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We consume substantial volumes of natural gas geatina, particularly in the generation of DRI dadperate our power generation facilit
Repsol YPF is our principal supplier of natural gagirgentina. Tecpetrol S.A., or Tecpetrol, a sdiasy of San Faustin, supplies us with the
balance of our natural gas requirements on termsanditions that are equivalent to those with Rey&F.

We have transportation capacity agreements withspartadora de Gas del Norte S.A., or TGN, a copmpawhich San Faustin holds
significant but non-controlling interest, corresdory to capacity of 1,000,000 cubic meters perutatjl April 2017. We expect to obtain
additional gas transportation capacity of 315,088ic meters per day until 2027 when the enlargemgtite trunk pipelines in Argentina is
completed. In order to meet our transportation iregquents for natural gas above volumes contracidd TGN, we also have agreements with
Gas Natural Ban S.A., or Gasban, for transportatagacity currently corresponding to approximag®,000 cubic meters per day. The
315,000 cubic meters per day of assigned non-um&hie transportation capacity from TGN is expedie partially replace the capacity
currently contracted with Gasban. For the finah$gzortation phase, we have a supply contract wétsb@n that expires in May 2009.

We have also begun to consume substantial quantitieatural gas in Italy in connection with theeogtion of our new power generation
facility which began operations in May 2007. Outunal gas requirements in Italy are currently siggpby DaEn. Natural gas for our HBI
plant in Venezuela is supplied by the state-owneY A Gas.

Our costs for electric energy and natural gas framyp country to country. These costs have increased the past three years particularly for
our Italian operations. We expect our energy ciosfrgentina, which remain at low levels, to coninto increase. The costs of natural gas for
industrial use in Argentina increased significartlying 2005 from a low base driven by increasedlldemand as the local economy contil

to recover and by governmental policies which ddibsiresidential consumption of natural gas aettgense of industrial users. During 2006
they remained stable but are expected to incregs#isantly again in 2007. During the past two ygavailability of natural gas has been
impacted as demand continues to outpace suppiyt&ees. D. “Risk Factors related to our industipereases in the cost of raw materials
energy may hurt our profitability”.

Product Quality Standards

Our steel pipes are manufactured in accordancethatispecifications of the American Petroleum tost, or API, the American Society for
Testing and Materials, or ASTM, the Internationtdr&lardization Organization, or ISO, and the J&ftandard, or JIS. The products must also
satisfy our proprietary standards as well as ostaruers’ requirements. We maintain an extensivditguessurance and control program to
ensure that our products continue to satisfy petary and industry standards and are competitowm ft product quality standpoint with
products offered by our competitors.

We currently maintain, for all our pipe manufactgyifacilities, the Quality Management System Ciedifon ISO 9001:2000 granted by Lloyd
Register Quality Assurance-Italy, and the APl Qlaly Certification granted by API-U.S., which aexjuirements for selling to the major oil
and gas companies, which have rigorous qualitydstats. The ISO 9001 and API Q1 specifications &sthat the product complies with
customer requirements from the acquisition of raaterial to the delivery of the final product, anmé designed to ensure the reliability and
improvement of both the product and the processssciated with the manufacturing operations.

All our mills involved in the manufacturing of maita for the automotive market are additionallytdied according to the standard ISO/TS
16949 by Lloyd Register Quality Assurance-UK.

Research and Development

Research and development, or R&D, of new produndspeiocesses to meet the increasingly stringeniinements of our customers is an
important aspect of our business.
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R&D activities are carried out primarily at our sp@ized research facilities located at our Campaaat in Argentina, a newly constructed
facility at our Veracruz plant in Mexico, at thesearch facilities of th€entro Sviluppo Materiali S.p.Ay CSM, in Rome and at the product
testing facilities of NKKTubes in Japan. We have3&f interest in CSM, which was acquired in 1997.

Product development and research currently beidgmaken include:

. proprietary premium joint products including Dopd&* technology

. heavy wall deep water line pipe and rist

. tubes and components for the car industry and nmézdlaapplicationsand

. tubes for boilers

In addition to R&D aimed at new or improved prodyate continuously study opportunities to optingze manufacturing processes. Recent

projects in this area include the design of a neenghing device for heavy wall pipes and modelifhigting and finishing process, with the
goal of improving product quality.

We spent $46.9 million for R&D in 2006, comparedb®4.7 million in 2005 and $26.3 million in 2004.

Environmental Regulation

We are subject to a wide range of local, provinarad national laws, regulations, permits and decire¢he countries where we have
manufacturing operations concerning, among othiagth human health, discharges to the air and veatéithe handling and disposal of solid
and hazardous wastes. Compliance with these emuental laws and regulations is a significant fagtasur business.

We have not been fined for any material environ@leriblation in the last five years, and we are awtre of any current material legal or
administrative proceedings pending against us reisipect to environmental matters which could havadverse material impact on our
financial condition or results of operations.

Insurance

We carry property, accident, fire, third party lidlp (including employer’s, third-party and produ@bility) and certain other insurance
coverage in line with industry practice. Our cutrganeral liability coverage includes third paymployers, sudden and accidental seepag
pollution and product liability, with caps of apgimately $100 million. Our current property insucarprogram has indemnification caps
ranging from $25 million to $150 million for diredamage, depending on the value of the differeanttpl Additionally, we carry out business
interruption coverage for certain parts of our hass which is ancillary to the property and maadlyileeakdown coverage. The total combi
limit for property damage and business interrupto$ 250 million. In some cases, insurers haveofii®n to replace damaged or destroyed
plant and equipment rather than to pay us the é@gsamount.

Iltem 4A. Unresolved Staff Comments
None.

ltem 5. Operating and Financial Review and Prospect

The following discussion and analysis of our finahcondition and results of operations are basednd should be read in conjunction with,
our audited consolidated financial statements bhadelated notes included elsewhere in this ameyart. This discussion and analysis pres
our financial condition and results of operationsao
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consolidated basis. We prepare our consolidateshéiial statements in conformity with IFRS, whicKeli in certain significant respects from
U.S. GAAP. See note 33 to our consolidated findret@ements included in this document, which idelia description of the principal
differences between IFRS and U.S. GAAP as theyaétaour consolidated financial statements anetanciliation of net income and
shareholders’ equity for the periods and at datéated.

Certain information contained in this discussiod analysis ang@resented elsewhere in this annual report, incudiformation with respect
our plans and strategy for our business, includesdrd-looking statements that involve risks andautainties. See “Cautionary Statement
Concerning Forward-Looking Statements”. In evahuthis discussion and analysis, you should spedifi consider the various risk factors
identified in this annual report and others thatldaause results to differ materially from thogpressed in such forward-looking statements.

Overview
We are a leading global manufacturer and suppliesteel pipe products and related services forethergy industry and other industries.

We are a leading global manufacturer and suppfistel pipe products and related services fomtbed’s energy industry as well as for other
industrial applications. Our customers include mafghe world’s leading oil and gas companies ab agengineering companies engaged in
constructing oil and gas gathering and processinijties. In the last fifteen years, we have exjethour business globally through a series of
strategic investments, and, in the last twelve ing@nive have transformed our presence in the Namterican market through the acquisitions
of Maverick , a leading North American producesstdel pipe products for the oil and gas industtyhwperations in the U.S., Canada and
Colombia, and Hydril, a leading North American miauturer of premium connection and pressure coptradiucts for the oil and gas indus
We now operate an integrated worldwide networkteélspipe manufacturing, research, finishing anglise facilities with industrial operatiol

in North and South America, Europe, Asia and Afacal a direct presence in most major oil and gakets

Our main source of revenue is the sale of prodaotsservices to the oil and gas industry, and éwell of such sales is sensitive to
international oil and gas prices and their impact drilling activities.

Demand for our products and services from the globband gas industry, particularly for tubulaogucts and services used in drilling
operations, represents a substantial majority otatal sales. Our sales, therefore, depend ondhdition of the oil and gas industry and our
customers’ willingness to invest capital in oil agak exploration and development as well as incéasal downstream processing activities.
The level of these expenditures is sensitive t@wod gas prices as well as the oil and gas indastigw of such prices in the future. Over the
past three years, persistently high oil and gasepricombined with expectations that prices withaen high, have encouraged oil and gas
companies to increase their spending and drillctyyity to offset declining rates of production fromature fields and to explore and develop
new reserves. Drilling activity has risen worldwigled is expected to continue to rise as produdtmm large mature fields declines and the
average size of new fields being discovered becamesler. In 2006, the annual average of the globaht of active drilling rigs, published
Baker Hughes, rose 13% on a comparable basis cechp@®2005 and was 43% higher on the same basisrit2003. See Item 5.DOperating
and Financial Review and Prospects—Trend Informatio

A growing proportion of exploration and productispending by oil and gas companies is being direatedfshore, deep drilling and non-
conventional drilling operations in which high-valtubular products, including special steel gradespremium connections, are usually
specified. Technological advances in drilling teigaes and materials are opening up new areas fdotion and development. As drilling
conditions become more complex, demand for newhégiid value products and services is increasingadstrareas of the world.
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Our business is highly competitive.

The global market for steel pipes is highly competi with the primary competitive factors beindgcgr, quality, service and technology. We
sell our products in a large number of countriesldwaide and compete primarily against European damghnese producers in most markets
outside North America. In the United States andddarnwe compete against a wide range of local amibfo producers. Competition in
markets worldwide has been increasing, particulnyproducts used in standard applications, adywers in countries like China and Russia
increase production capacity and seek to enterrerparkets.

Our production costs are sensitive to prices oélstbaking raw materials and other steel products.

We purchase substantial quantities of steelmalamgmaterials, including ferrous steel scrap, direduced iron (DRI), pig iron, iron ore and
ferroalloys, for use in our production of our seassl pipe products. In addition, we purchase sutistguantities of steel coils and plate for

in the production of our welded pipe products amchspurchases have significantly increased sincacgeired Maverick. Our production
costs, therefore, are sensitive to prices of stalking raw materials and certain steel productsckvheflect supply and demand factors in the
global steel industry and in the countries wherehaxge our manufacturing facilities. In recent ye#tte costs of steelmaking raw materials |
increased significantly due to increased global aearfor steel products in general. Likewise, th& ob purchasing steel coils and plate has
also increased. In the past three years, duedngstnarket demand for our steel pipe products andces, we were able to offset the impact of
raw material cost increases through increasesearege selling prices. However, we can give no ass@s that this will continue to be the case
and increases in steelmaking raw materials andlatée and plate could affect our operating masgin

We expect our sales will continue to rise in 20iYgély due to the effect of the acquisitions of &taok and Hydril.

We believe that the factors that have led to irgedaglobal drilling activity and increased demamdHhigh-value tubular products and services
from the oil and gas industry over the past thregry remain in place and will continue to do scefoumber of years. However, we expect that
the rate of growth in drilling activity will slowalvn in 2007, particularly in North America wherevier gas prices in the second half of 2006
led to a decline in drilling activity in Canada asidwing activity in the U.S. Nevertheless, we etghat our sales in 2007 will rise as a result
of the consolidation of Maverick for a full yeangtconsolidation of Hydril following its acquisitiomon May 7, 2007 and higher sales of pipes
for pipeline projects following the receipt of orddor large gas pipeline projects in Brazil andy@mtina which had previously been delayed.

Critical Accounting Estimates

This discussion of our operating and financial eevand prospects is based on our audited consadidetancial statements, which have been
prepared in accordance with IFRS. The applicatiod.8. GAAP would have affected the determinatibeansolidated net income for the
years ended December 31, 2006, 2005 and 2004hardktermination of consolidated sharehol equity as of December 31, 2006 and 2005.
See note 33 to our audited consolidated finantééments included in this annual report for a nedi@tion of our results of operations and
shareholders’ equity presented under IFRS to U/GARE

The preparation of these financial statements aladad disclosures in conformity with IFRS requinsso make estimates and assumptions
affect the reported amounts of assets and liaslitihe disclosure of contingent assets and liegsiland the reported amounts of revenue and
expenses. Management evaluates its accountingagsrand assumptions, including those relatednjpairment of long-term investments and
intangible assets; assets lives; obsolescenceveiary; doubtful accounts; loss contingencies r@vises them when appropriate. Manager
bases its estimates on historical experience anépous other assumptions it believes to be restderunder the circumstances. These
estimates form the basis for making judgments atimitarrying values of assets and liabilities #ratnot readily apparent from other sources.
Although management believes that our estimatesiasdmptions are reasonable, they are based ujpomation available at the time they .
made. Actual results may differ significantly frahese estimates under different assumptions orittonsl

Our most critical accounting estimates are thoaedhe most important to the portrayal of our ficiahcondition and results of operations, and
which require us to make our most difficult and jeahive judgments, often as a result
of the need to make estimates of matters than&eréntly uncertain. Our most critical accountisgireates and judgments are the following:

Accounting for business combinatior

We use the purchase method to account for our éssicombinations. The cost of an acquired compaagsigned to the identifiable tangible
and intangible assets purchased and the liabiigssmed on the basis of their fair values at #te df acquisition. The determination of fair
values of assets and liabilities acquired requisetd make estimates and use valuation technituasding the use of independent valuators,
when market value is not readily available. Anyessof purchase price over the fair value of teatifiable tangible and intangible assets
acquired is allocated to goodwill.
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Impairment and recoverability of goodwill and othersset:

Assessment of the recoverability of the carryinlyeaf goodwill and other assets require a great dejudgment. We evaluate goodwill
allocated to the operating units for impairmen@onannual basis. The carrying value of other assetgaluated whenever events or changes in
circumstances indicate that the carrying amountg mohbe recoverable.

Goodwill is tested at the level of the cash geregatnits, or CGU. Impairment testing of the CGl¢ésried out and the value in use
determined in accordance with the discounted dashrhethod. In order to perform the test, we usggmtions for the next 5 years based on
past performance and expectations of market dexedap After the fifth year a perpetuity rate with grow up increase was utilized. The
discount rates used for these tests are basedrameighted average cost of capital adjusted focigigecountry and currency risks associated
with the cash flow projections. Discount rates usedje from 9% to 12%.

No impairment charge resulted from the impairmestg performec

As explained in note 28.a. to our consolidatedrfaial statements, we acquired Maverick on Octoh@086. Goodwill of $1,113 million arose
from this acquisition as the difference betweenphchase price paid and the fair value on theiaitiqun date of the identifiable tangible and
intangible assets and liabilities determined malyyan independent valuation. On account of themedate of the transaction, the company’s
fair value is the same as its transaction valueofdingly, no impairment was recorded.

We also test our investments in associated compémiempairment. In 2004, as a result of improeednomic conditions and based on
projections calculated by Amazonia’s managementieversed an impairment provision recorded in grgsiyears on its investment in Sidor.
For the purpose of conducting our impairment testsazonia’s management determined the fair valugidbr using the discounted cash flow
method using market—based parameters. See notewl1Z8.c. to our audited consolidated financigkstents for further reference on our
investment in Amazonia.

Although we believe our estimates and projectigesappropriate based on currently available infaiomathe actual operating performance of
an asset or group of assets which has been testedgairment may be significantly different frorarcent expectations. In such an event, the
carrying value of goodwill, investments in assoesatind deferred taxes may be different from amaurtently recorded and materially affect
asset values and results of operations.

Reassessment of Plant and Equipment Asset L

Fixed assets are stated at cost less accumulgbeelcition, which is provided for by charges toome over the estimated useful lives of the
assets using the straight-line method. Estimatseful lives for depreciation is particularly diffiit as the service lives of assets are also
impacted by maintenance and changes in technotoglypur ability to adapt technological innovatiorthe existing asset base. In accordance
with IAS No. 16,Property, Plant and Equipmenthe residual value and the useful life of an taisaest be reviewed at least at each financial
yea-end, and, if expectations differ from previousrestes, for the change to be treated as a changeaccounting estimate. Management’s
reassessment of asset useful lives did not mdieaitiect depreciation expense for 2006. Howeviemanagement’'s estimates prove incorrect,
the carrying value of plant and equipment and sesful lives may be different from amounts curreméigorded and materially affect asset
values and results of operations.
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Inventory Reserves: Allowance for Obsolescence gp@ies and Spare Parts and Sl-Moving Inventory

We write down our inventory for estimated obsoleseeor unmarketable inventory equal to the diffeeebetween the cost of inventory and
estimated market value taking into considerati®uagptions about future demand and market conditibastual market conditions are less
favorable than those projected by management,iadditinventory write-downs may be required.

In relation to finished goods, we make an allowafioceslow-moving inventory based on managementayais of their ageing and market
conditions. For this purpose, stocks of finisheddgpproduced by us or purchased from third paniese than one year prior to the reporting
date, are valued at their estimated recoverableev@rior to January 1, 2004, inventory for goodsipced by us or purchased from third
parties more than two years before the reporting dare revalued at their estimated recoverablgeval

In addition, we estimate the recoverability of intaries of supplies and spare parts, based inopattte following criteria:
« analysis of the ageing of the supplies and spats;jand

» analysis of the potential of materials to be usethtended based on their state of condition arttieif potential obsolescence du
technological changes in the mil

Historically, losses due to obsolescence and sorgpyd inventory have been within expectations drelallowances established. If, however,
circumstances were to materially change, suchgasfisiant changes related to the technology useédémmills, management’s estimates of the
recoverability of the value of aged inventorieslddae materially affected. In this case, our resaftoperations, financial condition and net
worth could be materially and adversely affected.

Allowances for Doubtful Accounts and Customer Clast

Management estimates the ultimate collectibilittac€ounts receivable. We maintain allowances foibtfal accounts for estimated losses
resulting from the inability of our customers tokeaequired payments. If the financial conditioroaf customers were to deteriorate,
negatively impacting their ability to make paymemtdditional allowances may be required.

Trade account receivables are analyzed on a relgatds and when we become aware of a customebBgitpdao meet its financial
commitments to us, the value of the receivabledsiced through a charge to an allowance for doudtitounts. In addition, we also record a
charge to the allowance for doubtful accounts ugaeipt of customer claims in connection with séfeg management estimates are unlikely
to be collected in full.

In addition, except for some minor subsidiaries, alowance for doubtful accounts is adjusted pdally in accordance with the ageing of
overdue accounts. For this purpose, trade accoecesvable overdue by more than 180 days, and wdriemot covered by a credit collateral,
guarantee or similar surety, are fully provisioned.

Historically, losses from uncollectible accountsaigables have been within expectations and inviitle the allowances established. If,
however, circumstances were to materially changeh as higher than expected defaults or an unexgecaterial adverse change in a major
customer’s ability to meet its financial obligatitmus, management’s estimates of the recoverabiliamounts due could be materially
reduced. In this case, our results of operatianantial condition and net worth could be mateyialhd adversely affected.
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Loss Contingencie

We are subject to various claims, lawsuits andrdégal proceedings, including customer claimsyivich a third party is seeking payment for
alleged damages, reimbursement for losses or indgn@ur potential liability with respect to suctatns, lawsuits and other legal proceedings
cannot be estimated with certainty. Management thighassistance of legal counsels periodicallyesesithe status of each significant matter
and assesses potential financial exposure. Ifenpiat loss from a claim or proceeding is considgymbable and the amount can be reasor
estimated, a liability is recorded. Accruals fosdaontingencies reflect a reasonable estimateedbsses to be incurred based on information
available to management as of the date of preparafithe financial statements, and take into @®rsition our litigation and settlement
strategies. These estimates are primarily congtduetth the assistance of legal counsel. Howe¥@nanagement's estimates prove incorrect,
current reserves could be inadequate and we cocla & charge to earnings which could have a naigdverse effect on our results of
operations, financial condition and net worth. Ae scope of liabilities becomes better definedietimeay be changes in the estimates of future
costs which could have a material adverse effedurresults of operations, financial conditions aet worth.

Net Income and Shareholde’ Equity Information on a U.S. GAAP Basis

IFRS differ in significant respects from U.S. GAAPnder U.S. GAAP, net income would have been $135llion, $1,295.5 million, and
$730.3 million for the years ended December 31620005 and 2004, respectively. This compares mgthincome attributable to equity
holders of the Company under IFRS of $1,945.3 anilli$1,277.5 million, and $784.7 million for theays ended December 31, 2006, 2005 and
2004, respectively.

Shareholders’ equity as determined in accordantte WiS. GAAP would have been $5,265.8 million aB¢4$3.6 million at December 31,
2006 and 2005, respectively. These values compitineshareholders’ equity under IFRS of $5,338.8iarland $3,507.8 million at
December 31, 2006 and 2005, respectively.

The principal differences between IFRS and U.S. ®ARat affected our results of operations were:

. differences in the basis of the calculation ofdleéerred income tax related to assets and liadslithat are remeasured from local curre
into the functional currenc

. differences in the accounting for investments soagted companie

. differences in the recognition of prior period seevcosts related to pension bene!

. differences in accounting for changes in the falue of certain financial asse

. differences in the amortization of goodwill, inclad the treatment of negative goodw
. differences in the accounting of direct costs netpto the exchange offerand

. the effects on deferred taxes and minority inteoesthe above reconciling iterr

For a discussion of the principal differences betwd-RS and U.S. GAAP as they relate to our codat#d net income and shareholders’
equity, see note 33 to our audited consolidateghfifal statements included in this annual report.

A. Results of Operations

The following discussion and analysis of our finahcondition and results of operations are basedw audited consolidated financial
statements included elsewhere in this annual repodordingly, this discussion and analysis presemtfinancial condition and results of
operations on a consolidated basis. See “PresemtatiCertain Financial and Other Information—Acoting Principles—Tenaris” and AP A
and B to our audited consolidated financial statsecluded in this annual report. The followirigaission should be read in conjunction
with our audited consolidated financial statememntd the related notes included in this annual tepor
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Thousands of U.S. dollars (except number of shasesl per share amounts)

Selected consolidated income statement dafa

IFRS

Net sales

Cost of sale!

Gross profil

Selling, general and administrative exper
Other operating income (expenses),
Operating incomi

Interest incomq

Interest expens

Other financial result

Income before equity in earnings of associated @migs and income te

Equity in earnings of associated compat
Income before income te
Income tax

Income for continuing operatiof®
Income (loss) for discontinued operatic

Income for the yedp)

Income attributable t&):
Equity holders of the Compat
Minority interest

Income for the yedp)

Depreciation and amortizatic

Weighted average number of shares outstar

Basic and diluted earnings per share for continoiperation:
Basic and diluted earnings per sh

Dividends per shar@

U.S. GAAP

Net sales

Operating incom

Income before cumulative effect of accounting cles
Cumulative effect of accounting chang

Net income

Weighted average number of shares outstar

Basic and diluted earnings per share before effeatcounting change

Cumulative effect of accounting changes per s
Basic and diluted earnings per sh

For the year ended December 3.

2006 2005 2004
7,727,74! 6,209,79: 3,718,19:
(3,884,22)  (3,429,36)  (2,378,47)
3,843,51 2,780,42 1,339,71"
(1,054,80) (832,31} (661,22()
3,77¢ (2,199) 127,16
2,792,48 1,945,91; 805,65
60,79¢ 23,81 14,23¢
(92,576) (52,629) (46,167)
26,82¢ (79,77 38,30«
2,787,53. 1,837,32 812,03’
94,66’ 117,37 206,14:
2,882,20 1,954,70: 1,018,17:
(869,97) (567,369 (217,220)
2,012,22. 1,387,33! 800,95:
47,18( ©) 4,02¢
2,059,40. 1,387,33; 804,98:
1,945,31. 1,277,54 784,70
114,09( 109,78 20,27¢
2,059,40. 1,387,33; 804,98
(255,00) (214,22) (208,119
1,180,536,83 1,180,536,83 1,180,506,87
1.61 1.0¢ 0.6€
1.65 1.0¢ 0.6€
0.3¢ 0.3¢ 0.17
8,230,79 6,736,19 4,136,06:
2,814,131 1,956,71i 823,52’
1,957,31 1,295,46! 730,33
1,957,31 1,295,46! 730,33
1,180,536,83 1,180,536,83 1,180,506,87
1.6€ 1.1C 0.62
1.6€ 1.1C 0.62

(1) Certain comparative amounts for 2005 and 2004 haea r-presented to conform to changes in presentatiodd06, mainly due to th
sale of a majority ownership in Dalmine Energiee 8ecounting policy C. Segment information and @teDiscontinued operations to

our consolidated financial statements includedhis &nnual repor

(2) International Accounting Standard No. 1 (“IAS (revised), requires that income for the yeaslaswn on the income statement not
exclude minority interest. Earnings per share, hamecontinue to be calculated on the basis ofrimeattributable solely to the equity

holders of the Compan

(3) Dividends per share correspond to the dividendpgsed or paid in respect of the ye
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Thousands of U.S. dollars (except number of shasesl per share amounts)

Selected consolidated balance sheet de

IFRS

Current assetl

Property, plant and equipment, |
Other nor-current assei

Total asset

Current liabilities

Non-current borrowing:

Deferred tax liabilities

Other nol-current liabilities

Total liabilities

Capital and reserves attributable to the Com’s equity holder:
Minority interest

Total liabilities and equit

Number of shares outstandi

U.S. GAAP

Total asset

Net asset

Total shareholde’ equity
Number of shares outstandi
Equity holder’ equity per shar
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At December 31,

2006 2005
6,028,83. 3,773,28
2,939,24. 2,230,083
3,627,16! 702,70t

12,595,24 6,706,02
2,765,50: 1,699,10.
2,857,041 678,11:

991,94! 353,39!
279,11 199,54°
6,893,61. 2,930,15!
5,338,61! 3,507,80.
363,01 268,07:

12,595,24 6,706,02

1,180,536,83 1,180,536,83

12,479,23 6,557,75.
5,629,991 3,683,01!
5,265,80. 3,413,59

1,180,536,83 1,180,536,83
4.4¢ 2.8¢
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The following table sets forth our operating anldestcosts and expenses as a percentage of nefaatles periods indicated.

Percentage of net sale

Net sales

Cost of sale:

Gross profil

Selling, general and administrative exper
Other operating income (expenses),
Operating incom

Interest incom

Interest expens

Other financial result

Income before equity in earnings of associated @migs and income te
Equity in earnings of associated compat
Income before income te

Income tax

Income for continuing operatiol

Income (loss) for discontinued operatic
Income for the yee

Income attributable tc
Equity holders of the Compat
Minority interest

Segment reporting

For the year ended
December 31,
2006 2005 2004

100.C 100.C 100.C
(50.9 (55.2) (64.0)
497 44 36
(13.6) (13.9) (17.9)

0.C (0.0) 34

36.1 31.2 217
08 04 04
(1.2 (0.8 (1.2
0.2 (L3 10
36.1 29.6 21.¢
1.2 1.9 55
372 31E 274

(11.9 (9.) (5.9
26.0 22.2 21F
0.6 (0.0) 0.1
26.6 22.2 21.¢
252 20.6 21.1

1.t 1.8 0.5

Following the acquisition of Maverick and the safea 75% interest in DaEn, our Italian energy sypplsiness, we reassessed the definition of
our business segments. Starting with these finhst@tements for the year 2006, we changed our segraporting into three business

segments: Tubes, Projects, and Others.

» Tubes, or tubular products and services, include®perations that consist in the production, ithistion and sale of seamless and

welded tubular products mainly for energy and detetustrial applications

» Projects, or pipes for pipeline projects, inclutles operations that consist in the productionrithistion and sale of welded pipes

mainly used in the construction of major pipelimejects.

» Others, or other products and services, includesgerations that consist mainly in the productastribution and sale of suck

rods, hot briquetted iron, electrical conduit steedl metallic structure
Comparative amounts have been re-presented torcomdothis new disclosure.

Fiscal Year Ended December 31, 2006, Compared sck&i Year Ended December 31, 2005
Net Sale:
The following table shows our net sales by busiseggnent for the periods indicated below:

Millions of U.S. dollars

For the year ended December 3.

Increase /

2006 2005 (Decrease
Tubes 6,824.: 88% 5,124.( 83% 33%
Projects 453 6% 790.C  13% (43)%
Others 449.¢ 6% 295.6 5% 52%
Total 7,727 10(% 6,209.6 100C% 24%
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The following table indicates our sales volume edraless and welded pipes by business segmentefpetiods indicated below:

Thousands of ton: For the year ended December 3. Increase /
2006 2005 (Decrease
Tubes— Seamles: 2,91¢ 2,87( 2%
Tubes- Welded 297 —
Tubes- Total 3,21¢ 2,87( 12%
Project=— Welded 281 501 (44)%
Total — Tubes + Projects 3,491 3,371 4%
Tubes

The following table indicates, for our Tubes busgsegment, net sales by geographic region, cesil@d as a percentage of net sales,
operating income and operating income as a pergemtBnet sales for the periods indicated below:

Millions of U.S. dollars For the year ended December 3: Increase /
2006 2005 (Decrease
Net sales
- North Americs 1,992.. 1,662.: 2C%
- South Americi 960.( 838.¢ 14%
- Europe 1,314. 1,023.¢ 28%
- Middle East & Africa 1,895.: 933.( 10%
- Far East & Oceani 662.: 666.( (1)%
Total net sales 6,824.: 5,124.( 33%
Cost of sales (% of sales 47% 53%
Operating income 2,670.! 1,701t 57%
Operating income (% of sales 3% 33%

Net sales of tubular products and servirose 33% to $6,824.3 million in 2006, compared3d.$4.0 million in 2005, due primarily to an
increase in the average selling price of our tubpitaducts and services and the incorporation lessaom the former Maverick energy
products division in the fourth quarter. Sales éased in the Middle East and Africa as there wasgtdemand for our specialized OCTG
products and services, particularly in Saudi Ardhiamore generally throughout the region, wheesdlhas been a sustained increase in
investment in oil and gas drilling activity. In NbrAmerica, excluding sales from the former Maveperations, sales declined primarily due
to lower demand for our OCTG products and senvicédexico, where drilling activity was impacted biffield cost inflation and budgetary
constraints of the Mexican state-oil company Perasxyell as lower sales of line pipe products facpss and power plant construction to
engineering companies in the U.S. and Canada. uthSamerica, an increase in average selling prideset a decline in sales of OCTG
products in Venezuela as PDVSA reduced its stodlklmilar inventories during the year. In Europeréhwas an increase in sales of line pipe
products to European-based process and powergaatractors and of OCTG products and serviceshi®iNorth Sea and a reduction in sales
of tubes to industrial and automotive customershénFar East and Oceania, although the averaliggsetice of our products increased, sales
volumes of line pipe products to process and pgigert customers in China and throughout the redexiined, as did sales of industrial
products in Japan and OCTG products throughoutethien.
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Operating income from tubular products and servigee 57% to $2,670.5 million in 2006, from $1,70m#lion in 2005, reflecting the
increase in sales and an increase in the grossmmarg
Projects

The following table indicates, for our Projects iness segment, net sales, cost of sales as a [pgyeesf net sales, operating income and
operating income as a percentage of net salehdqueriods indicated below:

Millions of U.S. dollars For the year ended December 31, Increase /
2006 2005 (Decrease

Net sales 453.t 790.( (43)%

Cost of sales (% of sale 72% 66%

Operating incom 56.& 179.¢ (69%

Operating income (% of sale 12% 23%

Net sales of pipes for pipeline projedeclined 43% to $453.5 million in 2006, compare&180.0 million in 2005, due to lower sales volun
Regional demand for pipes for pipeline projectSauth America was strong in 2005 due to a significeaumber of projects in Brazil. In 2006,
demand in the region was affected as large pipgliogcts planned in Brazil and Argentina were ydeth Sales to projects outside South
America increased with sales made to pipeline ptsje North America and Africa.

Operating income from pipes for pipeline projedézreased 69% to $56.3 million in 2006, from $178ikion in 2005, due primarily to the
decrease in shipments, higher logistics costs @itehadministrative costs expressed as a percetaget sales.

Others

The following table indicates, for our Others besis segment, net sales, cost of sales as a pgeeaitaet sales, operating income and
operating income as a percentage of net salehdqueriods indicated below:

Millions of U.S. dollars For the year ended December 3. Increase /
2006 2005 (Decrease

Net sales 449.¢ 295.¢ 52%

Cost of sales (% of sale 73% 64%

Operating incom 65.7 64.¢ 1%

Operating income (% of sale 15% 22%

Net sales of other products and servirose 52% to $449.9 million in 2006, compared to5&9nillion in 2005, as sales of the principal
product categories (HBI, sucker rods, metalliccttites) included in this segment all increasedthadsales of conduit pipes from the former
Maverick electrical products division were includieoim the fourth quarter.

Operating income from other products and serviosg 1% to $65.7 million in 2006, from $64.8 miflim 2005, due to higher sales. The
operating margin decreased due primarily to a régindn margins on sales of hot briquetted irone3é sales represented around 40% of total
sales in this segment in 2006.

Selling, general and administrative expensgsSG&A, increased marginally as a percentage péales to 13.6% in 2006 compared to 13.4%
in 2005. Total SG&A rose to $1,054.8 million in Z0Grom $832.3 million in 2005, due to higher lalvoists, higher commission, freight and
other selling expenses (reflecting higher saled)inoreased charges for amortization of intanggtsigets relating principally to assets acquired
in connection with the Maverick acquisition. SG&#s a proportion of net sales, is expected to iser@a2007 reflecting additional costs for
the amortization of customer relationships and mititangibles pursuant to the acquisitions of Maskeand Hydril.
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Net interest expenstotaled $31.8 million in 2006, compared to netiiegt expenses of $28.8 million in 2005. Net inteeapenses increased
substantially in the fourth quarter of 2006 refiegtthe change in net debt position following tlogusition of Maverick. Net interest expenses
are expected to be substantially higher in 200/éethg a higher net debt position following the Wtaick and Hydril acquisitions.

Other financial resultgontributed a gain of $26.8 million in 2006, comgzhto a loss of $79.8 million during 2005. Thesaules largely reflect
gains and losses on net foreign exchange transadiad the fair value of derivative instruments arelto a large extent offset by changes to
our net equity position. They arise due to the flaat most of our subsidiaries prepare their fimarstatements in currencies other than the US
dollar in accordance with IFRS.

Equity in earnings of associated compargenerated a gain of $94.7 million in 2006, compéaeea gain of $117.4 million in 2005, These gi
were derived mainly from our equity investment ierflium and our former indirect equity investmenSidor, prior to its exchange for an
investment in Ternium in September 2005.

Income tax chargeof $870.0 million were recorded during 2006, eqlémato 31% of income before equity in earningassociated
companies and income tax, compared to income tasgek of $567.4 million, equivalent to 31% of inehefore equity in earnings of
associated companies and income tax, during 2005.

Income from discontinued operaticamounted to $47.2 million in 2006, compared toeakeven result in 2005. A gain of $40.0 million was
recorded on the sale of a 75% participation in DaEn

Income for the yeerose 48% to $2,059.4 million, or 27% of net saleR006, compared to $1,387.3 million, or 22% of sees, in 2005
reflecting an increase in operating income anchgirévement in other financial results, which wadipHy offset by a proportionate increase
in income tax charges.

Income attributable to equity holders in the Compwas $1,945.3 million in 2006, compared to $1,27ilion in 2005.

Income attributable to minority interewas $114.1 million in 2006, compared to $109.8iotillin 2005. Higher income attributable to minority
interest at our NKKTubes subsidiary more than afésdecline in income attributable to minority irgst at our Confab subsidiary.

Fiscal Year Ended December 31, 2005, Compared &cki Year Ended December 31, 2004
Net Sale:
The following table shows our net sales by busiseggnent for the periods indicated below:

Millions of U.S. dollars For the year ended December 31, Increase /
2005 2004 (Decrease
Tubes 5,124.( 83%  3,273. 88% 57%
Projects 790.( 13% 280.1 8% 182%
Others 295.6 5% 164.¢ 4% 7%
Total 6,209.f 100% 3,718.. 10(% 67%

The following table indicates our sales volumeedmless and welded pipes by business segmen&fpetipds indicated below:

Thousands of ton: For the year ended December 3! Increase /
2005 2004 (Decrease

Tubes- Seamles: 2,87(C 2,64¢ 8%

Tubes- Welded — —

Tubes- Total 2,87(C 2,64¢ 8%

Projects— Welded 501 31€ 59%

Total — Tubes + Projects 3,371 2,96: 14%
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Tubes

The following table indicates, for our Tubes busgmsegment, net sales by geographic region, cesil@d as a percentage of net sales,
operating income and operating income as a pergermtanet sales for the periods indicated below:

Millions of U.S. dollars For the year ended December 31, Increase /
2005 2004 (Decrease
Net sales
- North Americs 1,662.: 1,094.: 52%
- South Americ: 838.¢ 502.2 67%
- Europe 1,023.¢ 794.1 28%
- Middle East & Africa 933.( 480.2 94%
- Far East & Oceani 666.( 402.€ 65%
Total net sales 5,124.( 3,273.% 57%
Cost of sales (% of sales 53% 63%
Operating income 1,701t 751.( 127%
Operating income (% of sales 33% 23%

Net sales of tubular products and serviincreased by 57%, to $5,124.0 million in 2005, canepl to $3,273.3 million in 2004, reflecting
strong market demand for our products, particulfotyhigh-end products used in demanding applicatid\verage selling prices for our
products rose significantly in all regions. Salesast doubled in the Middle East and Africa regiefiecting increased sales of specialized
OCTG products and services in the Middle Eastjq@adrly in Saudi Arabia, and higher sales of flowek and risers for West Africa deepwater
projects. In North America, sales increased duggber prices and higher sales of OCTG producanada, including specialized products
for SAGD projects, and in the U.S. In South Amergales increased reflecting higher levels ofidgllactivity in the region, particularly in
Venezuela and Ecuador. In Europe, a decline iroregjisales volumes was offset by an increase irageeselling prices reflecting a
reallocation of mill capacity from lower margin ustrial products to satisfy increased demand elsesvfrom the energy sector. In the Far [
and Oceania, sales of OCTG products and servicesdsed, particularly in Indonesia and China.

Operating income from tubular products and servigese 127% to $1,701.5 million in 2005, from $75tillion, reflecting the increase in
sales and an increase in the gross margin.
Projects

The following table indicates, for our Projects iness segment, net sales, cost of sales as a [Egeef net sales, operating income and
operating income as a percentage of net salebdqgueriods indicated below:

Millions of U.S. dollars For the year ended December 31, Increase /
2005 2004 (Decrease

Net sales 790.( 280.1 182%

Cost of sales (% of sale 66% 66%

Operating incomi 179.€ 37.C 385%

Operating income (% of sale 23% 13%
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Net sales of pipes for pipeline projeincreased 182% to $790.0 million in 2005, compaoe®280.1 million in 2004, due to higher sales
volumes reflecting increased demand from gas pipedrojects in Brazil and Argentina and higher agerselling prices.

Operating income from pipes for pipeline projeicisreased 385% to $179.6 million in 2005, from $3million, due primarily to the increase
in shipments, lower logistics costs and lower adstiative expenses expressed as a percentage sdlast
Others

The following table indicates, for our Others besis segment, net sales, cost of sales as a pgeaitaet sales, operating income and
operating income as a percentage of net salebdgueriods indicated below:

Millions of U.S. dollars For the year ended December 31, Increase /
2005 2004 (Decrease

Net sales 295.¢ 164.¢ 7%

Cost of sales (% of sale 64% 72%

Operating incomi 64.¢ 17.7 267%

Operating income (% of sale 22% 11%

Net sales of other products and servirose 79% to $295.8 million in 2005, compared to4s&6nillion in 2004, due to the addition of salés o
pre-reduced hot briquetted iron, HBI, from the planVenezuela that we acquired in July 2004 amghéii sales of sucker rods used in olil
extraction.

Operating income from other products and serviose 267% to $64.8 million in 2005, from $17.7 millin 2004, due to higher sales and
higher gross margins.

Selling, general and administrative expenses, c&S8Gdeclined as a percentage of net sales to 13.42606, compared to 17.8% in 2004, but
increased in absolute terms to $832.3 million cagao $661.2 million. SG&A increased in absolwerts due to higher labor costs, higher
export and financial transaction taxes and higbenrnission, freight and other selling expenses. &limsreases were related primarily to
higher activity in terms of net sales and highdaryacosts.

Other operating income and expensae recorded a loss of $2.2 million in 2005, compgdrea gain of $127.2 million in 2004. The resalt i
2004 included a gain of $123.0 million recordeddaing the conclusion of an arbitration award, panst to which Fintecna, an Italian state-
owned company, was required to compensate usgsetoincurred in respect of a litigation settledd03 with a consortium led by BHP
Billiton Petroleum Ltd.

Net interest expenstotaled $28.8 million in 2005, compared to netiiegt expenses of $31.9 million in 2004. A decrdéadhe net debt
position offset the impact of increases in interags.

Other financial resultshowed a loss of $79.8 million in 2005, compared t@in of $38.3 million in 2004. These gains asbés recorded on
net foreign exchange transactions and the changée ifair value of derivative instruments weratarge extent offset by changes to our net
equity position and arise due to the fact that nebsiur subsidiaries prepare their financial stasts in currencies other than the U.S. dollar in
accordance with IFRS.

Equity in earnings (losses) of associated compegenerated a gain of $117.4 million in 2005, comg@acea gain of $206.1 million in 2004.
These gains were derived mainly from our equityestiment in Sidor which was exchanged for an eduoitgstment in Ternium in September
2005. The gain of $206.1 million recorded in 2008dluded non-recurring gains of $135.0 million ispect of the conversion of a subordinated
loan into equity and the reversal of an impairny@otision.
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Income ta>charges of $567.4 million were recorded during 2@@fuivalent to 31% of income before equity in @aga of associated
companies and income tax, compared to income tasgek of $217.2 million, equivalent to 27% of inebefore equity in earnings of
associated companies and income tax, during 2@@4me tax charges in 2004, expressed as a pereavitagrome before equity in earnings
of associated companies and income tax, were pelsitimpacted by receipt of other operating incomtéch was not subject to income tax.
Excluding such non-recurring untaxed income, incéaxecharges in 2004 would have been equivaleB2% of income before equity in
earnings of associated companies and income tax.

Discontinued operationgenerated a breakeven result in 2005 comparegainaof $4.0 million in 2004.

Income for the yeerose 72% to $1,387.3 million, or 22% of net saleR005 compared to $805.0 million, or 22% of raes, in 2004. Net
income in 2004 included a one-time gain of $123illon in respect of the Fintecna arbitration awartl non-recurring income of $135.0
million in respect of our equity investment in SidBxcluding these gains from 2004 results, nedine increased 154% reflecting increased
operating income.

Income attributable to equity holders of the Comprose to $1,277.5 million in 2005, compared to $784illion in 2004 reflecting the
improvement in net income partially offset by therease in net income attributable to minority riest.

Income attributable to minority intereincreased to $109.8 million in 2005 compared to.$2@illion in 2004, reflecting an improvement in
operating and financial results at Confab, in whighority interests hold 61% of the total shared BiKKTubes, in which minority interests
hold 49% of the shares.

B. Liquidity and Capital Resources

The following table provides certain informatiotated to our cash generation and changes in obraras cash equivalents position for eac
the last three years:

Millions of U.S. dollars

For the year ended December 3.

2006 2005 2004
Net cash provided by operating activit 1,810.¢ 1,295. 98.:
Net cash used in investing activiti (2,822.() (292.¢) (213.9
Net cash provided by (used in) financing activi 1,700.° (604.) 170.¢
Increase in cash and cash equival 689.t 398.¢ 55.4
Effect of exchange rate chanc (5.1 (11.¢) 0.3
Cash and cash equivalents at the beginning of 680.¢ 293.6  238.(
Cash and cash equivalents at the end of 1,365.( 680.¢  293.¢

Our financing strategy is to maintain adequaterfaia resources and access to additional liquidityring 2006, we have counted on cash
flows from operations as well as additional bamiaficing to fund our transactions including the &itjan of Maverick. Short-term bank
borrowings were used as needed throughout the year.

We believe that funds from operations, availabitifyiquid financial assets and our access to esfdsorrowing through the financial markets
will be sufficient to satisfy our working capitatads and to service our debt in the foreseeahlefuitVe also believe that our liquidity and
capital resources give us adequate flexibility #mage our planned capital spending programs, ticeesur debt and to address short-term
changes in business conditions.

We have a conservative approach to the managerheunt bquidity, which consists of cash and cashieglents, mainly short-term
investments of high liquidity. We used these futadnance our working capital and capital expemditrequirements, to make acquisitions
to distribute dividends to our shareholders.
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We hold money market investments and variablegafexed-rate securities from investment grade éssuWe concentrate our cash in major
financial centers (mainly New York and London). Wad our cash and cash equivalents primarily in. ddars, and limit our holdings of
other currencies to the minimum required to fundaash operating needs. As of December 31, 2006ddlr denominated liquid assets
represented around 80% of total liquid financiaeds. Liquid financial assets as a whole (excludungent investments) were 10.9% of total
assets compared to 10.5% at the end of 2005. Ritiefunformation on our liquidity, please see nb®eto the consolidated financial statements
included elsewhere in this annual report.

Cash and cash equivalents increased by $689.®mibi $1,365.0 million at December 31, 2006, frod8&6 million at December 31, 2005. In
addition, we had other current investments of $4.83illion. As of December 31, 2005, other currenastments amounted to $119.9 million.

Fiscal Year Ended December 31, 2006, Compared &cki Year Ended December 31, 2005

Net cash provided by operations during 2006 rosk1{810.9 million compared to $1,295.3 million i®05 primarily reflecting an increase
operating income to $2,792.5 million in 2006 frof$15.9 million in 2005. Working capital increadsd$469.5 million in 2006 compared t
$433.9 million increase in 2005. The working capitarease was comprised mainly of:

* anincrease in inventories of $455.6 million, refleg primarily an increase in business activitg @m increase in the cost of
inventoriesand

* anincrease in trade receivables of $226.7 milliefiecting higher quarterly net sales, partiaffiset by an increase in tra
payables of $150.6 millior

Investing activitie:
Net cash used in investing activities in 2006 wa8%2.0 million, compared to $292.8 million in 200%e main differences were as follov

» Capital expenditure increased to $441.5 millio20®6 compared to $284.5 million in 2005 as we adedrwith our investment
program to increase our capabilities to produceigpeed products by expanding heat treatment dgpand premium threading
and other finishing facilities, and we reachedfthal stage of the construction of a power generafilant in Italy.

*  We spent $2,387.2 million in acquisitions in 2006which $2,346.6 million correspond to the acdiosi of Maverick (tota
disbursement including net debt amounted to $34)6We also acquired in January 2006, certain veefilpe assets and facilities
from Acindar, in Argentina, for $29.3 million. Dung the year, additional shares of Silcotub and Oregrwere acquired from
minority shareholders for approximately $11.2 roifli Total funds spent for acquisitions during 2@@%ounted to $48.3 millior

e On December 1, 2006 we sold a 75% participatiddain for $58.9 million

In addition, on May 7, 2007, we completed the asitjon of Hydril, a North American manufacturerpremium connections and pressure
control products, for $2.0 billion.

Financing activities

Net cash provided by financing activities, incluglitividends paid and proceeds and repayments ofwiorgs, was $1,700.7 million in 200
compared to net cash used in financing activitie®005 of $604.1 million. Net proceeds from bornogs (proceeds less repayments) totaled
$1,928.1 million in 2006 compared to net repaymefitt240.4 million in 2005. Dividends paid, incladi dividends paid to minority interests
in subsidiaries, amounted to $227.4 million in 2@@é&npared to $363.8 million in 2005.
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The dividend paid in June 2007, to our shareholutersspect of the 2006 fiscal year amounted to@pmately $354 million, equal to the
amount paid in respect of the 2005 fiscal year.

Our total liabilities to total assets ratio incred$o 0.55 to 1 as of December 31, 2006, compar8dit to 1 as of December 31, 2005.

Fiscal Year Ended December 31, 2005, Compared sck&i Year Ended December 31, 2004

Cash and cash equivalents increased by $398.4mibi $680.6 million at December 31, 2005, from&%89million at December 31, 2004. In
addition, we had other current investments of $a h8illion. As of December 31, 2004, these investtaamounted to $119.7 million.

Operating activities

Net cash provided by operations during 2005 amabité1,295.3 million, mainly due to an operatingdme of $1,945.9 million partial

offset by an increase in working capital of $43&lion. In 2004, net cash provided by operationmanted to $98.3 million, mainly due to an
operating income of $805.7 million partially offdst an increase in working capital of $621.2 miilidhe working capital increase during
2005 was comprised mainly of:

* anincrease in inventories of $101.1 million, refileg primarily an increase in business activitg am increase in the cost of goc
in processand

* anetincrease in trade receivables of $387.2anillieflecting higher quarterly net sales, pastiaffset by an increase in tra
payables of $32.6 millior

Additionally, $66.6 million was received in respettthe Fintecna arbitration award net of the tlandi final installment paid towards the
consortium led by BHP Billiton Petroleum Ltd. irspect of the litigation settlement, compared t@agnpent of $113.8 million in 2004.

Investing activitie:
Net cash used in investing activities in 2005 w28258 million, compared to $213.4 million in 200%e main differences were as follov

» Capital expenditure increased to $284.5 millio2@®5 compared to $183.3 million in 2004 due pritydo investment in the
construction of a power generation plant in Itatg @ahe start towards the end of the year of ansiment program to increase
capacity to produce hi-end products

*  We spent $48.3 million in acquisitions in 2005 liting the acquisition of a controlling interestSrC. Donasid S.A., a Romani
steel producer for $47.9 million, compared to $9iblion in 2004.

*  We received distributions of $59.1 million on ondirect investments in Sidor in 2005, out of whixbceeds we extended
convertible loans to Ternium which amounted to $44illion including accrued interest at December 105, compared to $48.6
million in 2004. On February 6, 2006, pursuant &rium’s IPO these convertible loans were convarigrla 20,252,338 shares of
Ternium.

Financing activities

Net cash used in financing activities, includingidénds paid and proceeds and repayments of bargswivas $604.1 million in 200
compared to net cash provided by financing acséisith 2004 of $170.6 million. We decreased borrgwiby $240.4 million in 2005 compared
to an increase of $305.6 million in 2004 and weéased dividends paid, including dividends paithioority interests in subsidiaries, to

$363.8 million in 2005 from $135.1 million in 200@ividends paid in 2005 included $149.9 milliontdisuted as an interim dividend with
respect to the annual dividend which was approwetthé shareholders’ meeting in respect of the Z3@al year.
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Our total liabilities to total assets ratio decexho 0.44 to 1 as of December 31, 2005, compar8cb8 to 1 as of December 31, 2004.

Principal Sources of Funding

Financial liabilities

Total financial debt increased by $2,641.0 milltor$3,651.2 million at December 31, 2006 from $0,8Imillion at December 31, 2005.
Our financial liabilities consist mainly of bankales. As of December 31, 2006 U.S. dollar-denomih&itancial liabilities and Euro-

denominated financial liabilities represented 95a89d 3.3%, respectively, of total financial liatids. For further information about our
financial liabilities, please see note 20 to ounsmidated financial statements.

The following table shows the composition of ounafiicial liabilities at December 31, 2006 and 2005:

Thousands of U.S. dolla 2006 2005

Bank borrowings 3,503,57. 872,79
Bank overdraft: 7,30( 24,717
Other loans 134,42 105,85¢
Finance lease liabilitie 5,94¢ 6,927
Total borrowings 3,651,24. 1,010,29:

The nominal average interest rates shown below wadreilated using rates set for each instrumeits ioorresponding currency and weighted
using the dollar-equivalent outstanding principaloant of said instruments:

2006 2005
Bank borrowings 6.12% 5.14%
Other loans 55(% 4.51%
Finance lease liabilitie 3.71% 3.1%&%
The maturity of our financial liabilities is as folvs:
Thousands of U.S. dollars 1 year 1-2 2-3 3-4 4-5 Over 5
At December 31, 2006 or less years years years years Years Total
Financial leas: 1,38¢ 1,11¢ 822 75¢€ 66c  1,20¢ 5,94¢
Other borrowing: 792,81. 803,38. 924,64° 568,96' 507,03( 48,45¢ 3,645,29.
Total borrowings 794,197 804,49° 925,46¢ 569,72 507,69. 49,66 3,651,24.

Our current debt to total debt ratio decreased 0dd3 as of December 31, 2005 to 0.22 as of DeceB81b2006 due to the impact of the new
long term syndicated loans granted in October 2006.
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For information on our derivative financial instrants, please see Item 11—"Quantitative and Quiaitddisclosure about Market Risk” and
note 25 to our consolidated financial statements.

Principal Borrowings
Most of our principal borrowings as of December 2006, were assumed in relation to the acquisitfddaverick in October 2006.

Millions of U.S. dollars

Date Borrower Type Original Principal amount Outstanding principal amount Maturity
March 200t Tamsa Syndicated loa 300.0 300.0 March 201C
April 2005 Siderca Syndicated loa 125.0 93.8 April 2008
October 200¢ Company Syndicated loa 500.0 500.0 October 201
October 200¢ Tamsa Syndicated loa 700.0 700.0 October 201
October 200¢ Siderca Syndicated loa 480.5 480.5 October 200
October 200¢ Dalmine Syndicated loa 150.0 150.0 October 201
October 200¢ Algoma Tube Syndicated loa 100.0 100.0 October 201
October 200¢ Maverick Syndicated loa 750.0 750.0 October 201

The main covenants in these loan agreements aitations on liens and encumbrances, restrictionseestments and capital expenditures,
limitations on the sale of certain assets and c@npé with financial ratios (e.g, leverage ratia amerest coverage ratio calculated on each
subsidiary’s financial statements and leverage iatid debt service coverage ratio calculated o€timpany’s financial statements). In
addition, as of December 31, 2006, the Companys kEgreement was secured with a pledge of a pagenf Mavericks shares, as explain
in note 28 to our consolidated financial stateméntkided in this annual report. The Company’s $yaiged loan facility credit in an aggregate
principal amount of $500 million, which had beendurred in connection with the Maverick acquisitiargs prepaid in its entirety in May 20(
and upon such prepayment the previous pledge oreftdis shares was released.

Additionally, our total borrowings include $153 troh secured by certain properties of Dalmine andfab.

As of December 31, 2006, we were in compliance witlof our financial covenants. We believe thatreat debt covenants allow us a high
degree of operational and financial flexibility ath not impair our ability to obtain additional éincing at competitive costs.

For further information on our borrowings, please sote 20 to our consolidated financial statemé&ubsequent to December 31, 2006, to
finance Hydril's acquisition and the payment ofated obligations, and to refinance the Company@4%sillion syndicated loan, we entered
into syndicated term loan facilities in an aggregatincipal amount of $2.0 billion:

Millions of U.S. dollars

Date Borrower Type Original Principal amount Outstanding principal amount Maturity
May 2007 Compan Syndicated loa 1,700.0 1,700.0 May 201:
May 2007 Hydril Syndicated loa 300.0 300.0 May 201:

The main covenants on these loan agreements dtatlons on liens and encumbrances, restrictionseestments and capital expenditures,
limitations on the sale of certain assets and c@npé with financial ratios (e.g, leverage ratid amterest coverage ratio in Hydslsyndicate!
loan agreement, and leverage ratio and debt seczeierage ratio in the Company’s syndicated loaragent). In addition, the Company’s
syndicated loan agreement is secured with a pleti§®0% of Hydril's shares; immediately upon eaelyipent or prepayment under this
agreement, the

54



Table of Contents

number of shares subject to the pledge shall baéceztiproportionally, and the pledge will be comglieteleased immediately after the
aggregate outstanding principal amount of the Isdess than or equal to $600 million. The Comparailowed to make payments such as
dividends, repurchase or redemption of shares tipetgreater of $475 million or 25% of the consaletl operating profit for the previous
fiscal year; once the outstanding amount of thidlifa is less than $1,000 million, no such regtans will apply.

C. Research and Development, Patents and Licenses, E
See Item 4. “Information on the Company—ResearchZevelopment”.

D. Trend Information
Principal Factors Affecting Oil and Gas Prices arfdemand for Steel Pipes from the Global Oil and Gaslustry

Sales to the oil and gas industry worldwide repreaehigh percentage of our total sales and derfarateel pipes from the global oil and gas
industry is a significant factor affecting the geaidevel of volumes and prices for our productewDward pressures on oil and gas prices
usually result in lower oil and gas drilling activiind investment throughout the oil and gas ingusith consequently lower demand for our
steel pipe products and, in some circumstancesauppressures can result in higher demand fronoiband gas customers.

Drilling activity in the U.S. and Canada is partanly sensitive to the level of regional gas priessa substantial proportion (more than 75%) of
wells drilled are gas wells. In the rest of the ldphowever, a majority of wells drilled are oil lige though the development of gas reserves for
regional consumption and export in the form of LNGliquefied natural gas, has been increasing.éseoil prices are similar in most parts
of the world because oil is a fully tradable comitgdyas prices are influenced by regional factordNorth America, where gas production is
extensively developed and there is an extensiviemagpipeline system, these factors include abl@gas storage capacity and seasonal
weather patterns, particularly winter temperatimebe U.S. LNG prices are usually establisheckiation to international oil prices.

International oil prices depend on diverse fact@ns.the supply side, major oil- and ga®ducing nations and companies frequently collats
to control the supply (and thus the price) of nithe international markets. A major vehicle fasttollaboration is OPEC. Many of our
customers are state-owned companies in memberrggiof OPEC, or otherwise cooperate with OPEGimtmlling the supply and price of
oil. Another factor that has affected the interoadil price level of oil has to do with the politigand socioeconomic conditions of oil-producing
countries, such as Nigeria, Venezuela and thegtersie of armed conflicts affecting the Middle Bagfion which is home to a substantial
proportion of the world’s known oil reserves. Or tfemand side, economic conditions and the levell @iventories in the leading industrial
nations of the world, and more recently China, Whionstitute the largest oil consuming nationsj alay a significant role in oil prices.

In the past three years, international oil priaeserstrongly until the middle of 2006 since whesythave fluctuated, declining to $56 per barrel
in November before recovering to their current Is\nie excess of $60 per barrel (according to datdlable on Bloomberg LP, the WTI

Midland Crude Oil spot price averaged $66 per thamr2006, $57 per barrel in 2005 and $41 per bamr2004). North American natural gas
prices also rose strongly in 2004 and 2005 withHkeary Hub spot price peaking at $15.4 per mill®FUJ (British Thermal Unit) in December
2005. In 2006, North American natural gas pricadided following a lower than usual gas storagetarinirawdown due to mild winter
conditions in the north-eastern states of the Wvih the Henry Hub spot price reaching a low of$ger million BTU in September before
recovering to a current level in excess of $6 piiian BTU.

Demand for oil and gas in the past three yearslsasincreased led by the continuing growth ofGiénese and Asian economies and a
recovery of growth in North America. At the sanmadi the rate of production decline from establistesgtrves has been accelerating and
estimates of excess oil production capacity halWlerfao levels not seen since the 1970s. Theserfabiave led to a significant increase in
drilling activity in the past three years and
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higher demand for steel pipes from the global nd gas industry. Moreover, new drilling activityiiereasingly taking place at greater depths
and in more corrosive environments leading to aneiase in demand for high value steel pipe products

The tables below show the average number of aothand gas drilling rigs, or rig count, in the thd States, Canada, International (worldv
excluding the United States and Canada and exgudiam and Sudan as well as onshore China and & sl worldwide, as published by
Baker Hughes Inc., for the years indicated andtreentage increase or decrease over the previausBaker Hughes, a leading oil service
company, has published its rig counts on a mortibbis since 1975 as a general indicator of actimithe oil and gas sector.

Rig count

International
Canade
United State:

Worldwide
Percentage increase (decrease) over the previousay:

International
Canade
United State:!

Worldwide

2006 2005 2004 2003 2002
928 " 85C 781 728 694
47C 456 36 372  26€
1,646 1,38C 1,19C 1,03 831
3,04: 2,686 2,34 2,137 1,791
2006 2005 2004 2003
8E% 88% 7.%  5(%
26% 24.1% (0.8%) 39.€%
19.% 16.0% 15.%  24.2%
13.2% 14.9% 9.7%  19.1%

We believe that, if global demand for oil and gasttues to increase at current rates, the fagtbish have resulted in the current level of oil
prices and the increased drilling activity and dechfor steel pipes from the oil and gas industmgvatin the past two years will persist in the
near term due to the lead times and capital reddicethe development of major new oil and gasmesse

E. Off-Balance Sheet Arrangement

We do not use “off-balance sheet arrangementstiels term is defined by applicable SEC rules. Howewe do have various off-balance
sheet commitments, as described in note 26 toansatidated financial statements included in tinisuel report.

F.  Contractual Obligations

The following table summarizes our contractual gdiions at December 31, 2006, and the effect shlipations are expected to have on our

liquidity and cash flow in future periods:

Millions of U.S. dollars

Payments Due by Period
as of December 31, 2006

Less than : After 5

Contractual Obligations and Commitments Total year y(laagrs ygasrs years
Borrowings 3,645.! 792.¢ 1,728.C 1,076.( 48.t
Finance Lease Obligatiol 5.9 1.4 1.9 14 1.2
Total Borrowings 3,651. 794.2 1,730.C 1,077.c 49.7
Estimated Interest Paymerits 527.2 198.6 251.¢ 69.7 6.8
Purchase Commitmen 382.¢ 83.¢ 135.¢ 85.t 77.
Total Contractual Obligations and Commitme 4561.( 1,076.¢ 2,117.¢ 1,232.¢ 134.(
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Millions of U.S. dollars
Amount of Guarantee
Expiration Per Period
as of December 31, 2006

Total Less than : After 5
Amounts 1-3 4-5
Guarantees Guaranteec year ar: ear years

Total Guarantee® — —

|12
|12

(1) Variable rates used in the projection are the seétfed in the current interest period and areidensd to be fixed over the yea

(2) In accordance with applicable accounting standamadly, guarantees issued in relation to unaffiliatacd partie’ obligations are
included. Additionally, in the ordinary course afdiness some of our subsidiaries issue guaramtgetation to payment and/or
performance commitments entered into by other ofsobsidiaries; these have been excluded frontdbiglation to avoid duplication of
liabilities, where applicable

The majority of our purchase commitment as of Demeam31, 2006, consist of obligations to purchaseldbr the production of welded pipes
in North America. In addition, we entered into &efiyear contract with Nucor, under which we havegutted to purchase around 435,000
of steel coils per year, with deliveries startinglanuary 2007. Prices are adjusted quarterlydardance with market conditions and the
estimated aggregate amount of the contract is appately $1,432 million.

G. Recent Development:
a) Acquisition of Hydril Compan

On May 7, 2007, we paid $2.0 billion to acquire iHidh leading North American manufacturer of pramiconnections and pressure control
products for the oil and gas industry. To finartee &cquisition, we entered into syndicated loarteéramount of $2.0 billion, of which $0.5
billion were used to refinance the existing loathie Company. The balance of the acquisition c@st paid out of cash on hand. Of the loan
amount, $1.7 billion was allocated to the Compamy the balance to Hydril. The shares of Hydril weledged as collateral for the new loat
the Company and the previous pledge on Maveridieses was released.

For 2006, Hydril reported revenues of $503 millioperating income of $132.2 million and net incan&91.3 million under U.S. GAAP.

b) Dividend paymer

On June 6, 2007, our shareholders approved theguayoh a dividend in the amount of $0.30 per sl{&@e60 per ADS), or approximately $2
million, which was paid on June 21, 2007.

ltem 6. Directors, Senior Management and Employee
A. Directors and Senior Managemen
Board of Directors

Management of the Company is vested in a boardreftdrs. The Company’s articles of associatiorvighe for a board of directors consisting
of at least three and at most fifteen directorsydweer if the Company’s shares are listed on a stxckange, the minimum number of directors
must be five. The board of directors meets at lEasttimes per year, or as often as required byirtterests of the Company. A majority of the
members of the board constitutes a quorum, andutésts may be adopted by the vote of a majorityhefdirectors present. In the case of ¢
the chairman is entitled to cast the deciding vote.

Directors are elected at the annual ordinary sluddehs’ meeting to serve one-year renewable teasiglecided by the shareholders. The
Company’s articles of association provide thatsfshares are listed on at least one stock exchéngast have an audit committee composed
of three members, two of whom, at least, must fuab independent directors.
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Under the Company'’s articles of association, aeesdent director is a director who:

. is not and has not been employed by us or our dialigs in an executive capacity for the precedive years;

. is not a person that controls us, directly or iadily, and is not a member of the board of dirextdra company controlling us, directly

indirectly;

. does not have (and is not affiliated with a compang firm that has) a significant business retatop with us, our subsidiaries or ¢

controlling shareholde

. is not and has not been affiliated with or emplogd present or former auditor of us, our subsielssor our controlling shareholder for

the preceding five yearand

. is not a spouse, parent, sibling or relative ughéothird degree of any of the above pers

On June 6, 2007, our shareholders’ meeting incoetmesize of the Company’s board of directorseledted Mr. Carlos Condorelli (our chief
financial officer) to fill in the new board positioThe following table sets forth the Company’sreat directors, their respective positions on
the board, their principal occupation, their yeafrservice as board members and their age.

Age at
Years Decembe
as
Name Position Principal Occupation Director 31, 2006
Roberto BonattV Directol  president of San Faust 4 57
Carlos Condorell Directol Chief financial officer of Tenari — 55
Carlos Francl Directol President of Santa Mar 4 56
Bruno Marchettin Directol Board member of San Faustin, Ternium and Sit 4 65
Roberto Monti Directol Non-executive chairman of Trefoil Limited and
member of the board of directors of Petrobras
Energia, Transocean Offshore Drilling and of John
Wood Group PLC 2 67
Gianfelice Mario Roccé& Directol  Chairman of the board of directors of San Fat 4 58
Paolo Rocc#& Directol  Chairman and chief executive officer of Ten: 5 54
Jaime Serra Puct Director  Chairman of SAI Consultore 4 55
Amadeo Vazquez y Vazquér Directoi  Chairman of the board of directors of Telec
Argentina S.A 4 64
Director  Vice chairman of Tams 4 56

Guillermo Vogel

(1) Paolo Rocca and Gianfelice Rocca are brothersRamerto Bonatti is Paolo and Gianfelice R( s first cousin
(2) Amadeo Vazquez y Vazquez retired from his posiéierChairman of the board of directors of Telecomehtina S.A. in April 2007
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Roberto Bonatti. Mr. Bonatti is a member of our board of directdilg. is a grandson of Agustin Rocca, founder of tbehint group, a group
of companies controlled by San Faustin. Through@utareer in the Techint group he has been indopecifically in the engineering and
construction and corporate sectors. He was firgtleyed by the Techint group in 1976, as deputydessi engineer in Venezuela. In 1984, he
became a director of San Faustin, and since 200a$served as its president. In addition, Mr. Bboarrently serves as president of
Tecpetrol and Techint Compariia Técnica InternadiSna.C.1. of Argentina. He is also a member of bward of directors of Ternium and
Siderar. Mr. Bonatti is an lItalian citizen.

Carlos Condorelli. Mr. Condorelli is a member of our board of direstand our chief financial officer, a position thatassumed in October
2002. He is also a board member of Ternium. He bégacareer within the Techint group in 1975 asuaalyst in the accounting and
administration department of Siderar. He has heléal positions within Tenaris and other Techinougp companies, including finance and
administration director of Tamsa and presidenheflioard of directors of Empresa Distribuidora Lat@S.A., or Edelap, an Argentine utiliti
company. Mr. Condorelli is an Argentine citizen.

Carlos Franck. Mr. Franck is a member of our board of directors.iglpresident of Santa Maria S.A.l.F., vice presidf Siderca and a
member of the board of directors of Techint Finah€iorporation N.V., Industrial Investments Cl, &iar, Tecpetrol and Tecgas N.V. He has
financial, planning and control responsibilitiessimbsidiaries of San Faustin. Mr. Franck is an Atige citizen.

Bruno Marchettini. Mr. Marchettini is a member of our board of dirgstdHe has retired from executive positions, bultiomes to be the
referent advisor to the Techint group in steel tedbgy matters. He is a member of the board ofctlirs of San Faustin, Ternium and Siderar.
Mr. Marchettini is an Italian citizen.

Roberto Monti. Mr. Monti is a member of our board of directors. id@ non-executive chairman of Trefoil Limited, mzer of the board of
directors of Petrobras Energia, Transocean OffsBoiténg and of John Wood Group PLC. He has serasdice president of Exploration and
Production of Repsol YPF and chairman and CEO df.YHRe was also president of Dowell, a subsidiargdflumberger and president of
Schlumberger Wire & Testing division for East Heptisre Latin America. Mr. Monti is an Argentine zén.

Gianfelice Mario Rocca. Mr. Rocca is a member of our board of directbis.is a grandson of Agustin Rocca. He is chairnfaheoboard of
directors of San Faustin, a member of the boadirettors of Industrial Investments Cl, Dalminep¥& and Ternium, president of the
Humanitas Group and president of the board of thre®f Techint Compagnia Tecnica Internazionafe/s.and Techint S.A. de C.V. In
addition, he sits on the board of directors or ege committees of several companies, including Sip.A., Riunione Adriatica di Sicurita,
RCS Quotidiani, Fastweb and Buzzi Unicem. He ig yieesident of Confindustria, the leading assamiadif Italian industrialists. He is a
member of the European Advisory Board of the HahBusiness School, the Trilateral Commission. Mycé is an Italian citizen.

Paolo Rocca Mr. Rocca is chairman of our board of directand aur chief executive officer. He is a grandsoigfistin Rocca. He is also
chairman of the board of directors of Tamsa anQafmine, and vice president of Confab. He is alsairtnan of the board of directors of
Ternium and director and vice president of San fiaasd director of Techint Financial Corporation/NMr. Rocca is member of the
Executive Committee of the IISI (International Irand Steel Institute) and member of the Internafiédwvisory Committee of the NYSE (N¢
York Stock Exchange). Mr. Rocca is an Italian @tiz

Jaime Serra Puche Mr. Serra Puche is a member of our board of thrscHe is chairman of SAI Consultores, and a mamobthe board of
directors of Chiquita Brands International, the MexFund, Grupo Vitro and Grupo Modelo. Mr. Sertecke served as Mexico’s
Undersecretary of Revenue, Secretary of Trade @ohaktry, and Secretary of Finance. He led the matipmt and implementation of NAFTA.
Mr. Serra Puche is a Mexican citizen.
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Amadeo Vazquez y VazquezMr. Vazquez y Vazquez is a member of our boardictors. He is a director of Gas Natural Ban.Stiird
vice president of Camara Argentina de Comercio,rmamnications advisor of Departamento de Infraestimactie la Unidn Industral Argentina,
and vocal of the Executive Committee of Asociadiimpresaria Argentina. He was also chairman of tdesdof directors of Telecom
Argentina S.A. until April 2007. Mr. Vazquez y Vareg is an Argentine citizen.

Guillermo Vogel . Mr. Vogel is a member of our board of directdts. is vice chairman of Tamsa, vice chairman ofAheerican Iron & Steel
Institute, chairman of the North American Steel @glj chairman of Grupo Collado S.A. de C.V., vidwirman of Estilo y Vanidad S.A. de
C.V. and a director of the North American Competitiess Council, the International Iron and Stegtitite and HSBC (Mexico), being also a
member of its audit committee. Mr. Vogel is a Mexiccitizen.

Director Liability

Under Luxembourg law, a director may be liable sdar any damage caused by management errorsasugtongful acts committed during
the execution of his or her mandate, and to the g2my, its shareholders and third parties in theetieat the Company, its shareholders or
third parties suffer a loss due to an infringenargither the Luxembourg Company Law or the Comfmasticles of association. Under
Luxembourg law, related-party transactions invajvitirectors may be subject to approval procedustsbéshed by Luxembourg law and are
to be reported at the next following shareholderseting. Any director may be removed from or reapigal to office at any time by a
shareholders’ resolution passed by majority vatespective of the number of shares present oesepted at the meeting.

A director will not be liable if, notwithstandingshpresence at the meeting at which a resolutichadapted or notwithstanding his opposition
to that resolution, he advised the board of dimsctd his knowledge thereto and caused a recohisatatement to be included in the minute
the meeting. The director must report his oppasitibthe next shareholders’ meeting before anyratsolution is voted on.

The Company may initiate actions against directorglamages with the approval of shareholders gta of more than 50% of votes cast and
without the presence of a quorum. Actions agaiitsttbrs who misappropriate corporate assets onubmbreach of trust may be brought by
any shareholder.

Auditors

The Company’s articles of association require ggointment of at least one independent auditorehd®m among the members of the
Luxembourg Institute of Independent Auditors. Thienary responsibility of the independent auditotosaudit the Company’s annual accounts
and to submit a report on the accounts to sharehokt the annual shareholders’ meeting. Followingcommendation from our Audit
Committee, auditors are appointed by the sharet®ttieough a resolution passed by a majority viatespective of the number of shares
present or represented. Shareholders can detetn@maimber and the term of office of the auditarha general meeting. Luxembourg law
does not allow directors to serve concurrentlyngependent auditors. An audit®term shall not exceed one year, and they magdggppintec
and dismissed at any time.
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PricewaterhouseCoopers (acting, in connection thighCompany’s annual accounts required under Lurengdaw, through
PricewaterhouseCoopers S.a.r.l., and, in conneutitnthe Companys annual and interim financial statements requireder the laws of othi
relevant jurisdictions, through Price Waterhous€@&. S.R.L.) are the Company’s independent auditorthe year ending December 31, 2006.

Senior Management
Our current senior management consists of:

Age at
Name Position December 31, 20C
Paolo Rocc:i Chairman and Chief Executive Offic 54
Alberto Valsecch Chief Operating Office 62
Carlos Condorell Chief Financial Office 55
Carlos San Marti Technology Directo 63
Alejandro Lammertyr Supply Chain Directo 41
Marco Radnic Human Resources Direct 57
Marcelo Ramo: Quality Director 43
Giancarlo Miglio Information Technology Directc 49
Sergio Tosatt Industrial Coordination Directc 57
German Curi North American Area Manag: 44
Sergio de la Maz Central American Area Manag 50
Guillermo Noriege South American Area Manag 56
Vincenzo Crapanzar European Area Manag 54
Carlos Pappie Planning Directo 45
Claudio Leali Managing Director, Japanese Operati 56
Talio Chipoletti Area Manager, Braz 49
Emyr Berbare Director, Confab Equipament: 50

Paolo Rocca Mr. Rocca is chairman of our board of directard aur chief executive officer. He is a grandsoigiistin Rocca. He is also
chairman of the board of directors of Tamsa anDadfnine, and vice president of Confab. He is alzairtnan of the board of directors of
Ternium and director and vice president of San fiaasd director of Techint Financial Corporation/NMr. Rocca is member of the
Executive Committee of the IISI (International Irand Steel Institute) and member of the Internafidwvisory Committee of the NYSE (N¢
York Stock Exchange). Mr. Rocca is an Italian @tiz

Alberto Valsecchi.Mr. Valsecchi currently serves as our chief opagatfficer. He joined the Techint group in 1968 dwad held various
positions within Tenaris and the Techint groupjuding managing director of Siderca, managing daneof Dalmine and European area
manager. He assumed his current position in Fep2@04. Mr. Valsecchi is an Italian citizen. Mr. I8ecchi will retire from his executive
functions as our chief operating officer on July 2007.

Carlos Condorelli. Mr. Condorelli is a member of our board of direstand our chief financial officer, a position thatassumed in October
2002. He is also a board member of Ternium. He égmcareer within the Techint group in 1975 asuaalyst in the accounting and
administration department of Siderar. He has heléal positions within Tenaris and other Techinougp companies, including finance and
administration director of Tamsa and presidenteflioard of directors of Empresa Distribuidora l&@S.A., or Edelap, an Argentine utiliti
company. Mr. Condorelli is an Argentine citizen.

Carlos San Martin. Mr. San Martin currently serves as our technoloigyatior with responsibility for R&D activities, agell as acting as
honorary chairman of NKKTubes. He joined the Tethioup in 1968 and has held various positionsiwithe Techint group and Tenaris,
including marketing director of Siderca and mangglirector of NKKTubes. From August 2000 to Auge02, Mr. San Martin was Chairn
of NKKTubes. He assumed his current position indDet 2002. Mr. San Martin is an Argentine citizen.
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Alejandro Lammertyn. Mr. Lammertyn currently serves as our supply cliiactor with responsibility for the execution df @ontractual
deliveries to customers. He began his career wethafis in 1990 as special projects analyst in 8alén 2000, he was assistant to the CEO for
marketing, organizational model and mill allocatioatters. He assumed his current position in Octab@2. Mr. Lammertyn is an Argentine
citizen.

Marco Radnic. Mr. Radnic currently serves as our human resoudzestor. He began his career in the Industriali®gring Department of
Siderar in 1975. Later he held several positiorthéntechnical departments of Siderca and TechAitér holding several positions in the
marketing and procurement areas in Europe, in t@decame commercial director of Dalmine. In 19@8became the director of our Process
and Power Services business unit. In 2001, he paaiated chief of staff for Paolo Rocca in BuendseA. He assumed his current position in
December 2002. Mr. Radnic is an Argentine citizen.

Marcelo Ramos.Mr. Ramos currently serves as our quality dired®seviously he served as managing director of NKis&uand our Japanese
operations. He joined the Techint group in 1987 laaslheld various positions within Tenaris inclgdguality control director at Siderca. He
assumed his current position in 2006. Mr. Ram@igrgentine citizen.

Giancarlo Miglio. Mr. Miglio currently serves as our information techogy director. He began his career with Tenari2000 in the
information technology department. Before joiningnaris he worked for Pharmacia as IT director andBM Italia as project leader. He
assumed his current position in July 2002. Mr. Mig an Italian citizen.

Sergio TosatoMr. Tosato currently serves as our industrial cowtion director. He first joined Dalmine in 19#the personnel organization
area, and has held many positions within Tenar@uding director of operations in Siderca and nfiacturing director in Dalmine, before
assuming his current position in 2003. Mr. Tosatan Italian citizen.

German Cura. Mr. Cura currently serves as our North Americaraananager. He is a naval engineer and was firstogreg with Siderca in
1988. Previously, he served as Siderca’s exporgtdir, Tamsa’s exports director and commerciaalar, sales & marketing manager of the
Middle East office, president of Algoma Tubes, dioz of our Oilfield Services business unit and coencial director. He assumed his current
position in October 2006. Mr. Cura is an Argentiitezen.

Sergio de la MazaMr. de la Maza currently serves as our Central Acaerarea manager and also serves as a direct@xacdtive vice-
president of Tamsa. Previously he served as ouiddmexarea manager. He first joined Tamsa in 1980mF 983 to 1988, Mr. de la Maza
worked for Dalmine. He then became manager of Tamsav pipe factory and later served as manufaggumanager and quality director of
Tamsa. Subsequently, he was named manufacturiegtadlirof Siderca. He assumed his current positid2006. Mr. de la Maza is a Mexican
citizen.

Guillermo Noriega. Mr. Noriega currently serves as our South Amerigara manager and also serves as managing diréQatesca. He
began his career at Siderca as an industrial eginel981. Previously, he served as Siderca’s ceroia director for the Argentine market.
He assumed his current position with Siderca in020A4r. Noriega is an Argentine citizen.

Vincenzo CrapanzanoMr. Crapanzano currently serves as our Europeanraemager and also serves as managing directaalofibe.
Previously he served as our Mexican area managkeexecutive vice president of Tamsa. Prior to juyni enaris, he held various positions at
Grupo Falck from 1979 to 1989. When Dalmine acqutree tubular assets of Grupo Falck in 1990, heapa®inted managing director of the
cold drawn tubes division. He assumed his curresitipn in January 2004. Mr. Crapanzano is andtaditizen.

Carlos Pappier. Mr. Pappier currently serves as our planning daec position that he assumed in October 2006hédmn his career within
the Techint group in 1984 as a cost analyst int@rdéfter holding several positions within Tenaaisd other Techint group companies in 2002
he became chief of staff of Tenaris. Mr. PappierisArgentine citizen.
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Claudio Leali. Mr. Leali currently serves as managing directoowf Japanese operations, a position that he assunNm/ember 2006. He
began his career at Dalmine as a development préelctmician in 1976. From March 1994 to Octobed5 e served as technical managing
director of DMV, a joint venture between DalminealMurec and Mannesmann. Before assuming his dupasition he also served as quality
director and as executive assistant of the teclgyalepartment. Mr. Leali is an Italian citizen.

Tulio Chipoletti. Mr. Chipoletti currently serves as our Brazil ansanager, a position that he assumed in Novembes. 280 began his career
at Confab as an intern in engineering in 1978 aglteld various positions before assuming his nugesition including industrial manager
Confab. Mr. Chipoletti is a Brazilian citizen.

Emyr Berbare. Mr. Berbare currently serves as the director off@brEquipamentos, our Brazilian industrial equipirarsiness, a position
that he assumed in October 1998. He began hisrcar&@ nfab as an intern in Engineering in 1977 leaslheld various positions before
assuming his current position including industnielnager. Mr. Berbare is a Brazilian citizen.

Upon the retirement of Mr. Valsecchi from his extaeei functions as our chief operating officer, effee July 31, 2007, the position of our
chief operating officer will be dissolved and thegent organization re-structured. Consequentipesof the positions described above will be
subject to changes.

B. Compensation

The compensation of the members of the Companyasdoof directors is determined at the annual orgishareholders’ meeting. The
aggregate compensation earned by directors andiexeofficers during 2006 amounted to $16.8 miilio

Employee retention and incentive progr

On January 1, 2007, we adopted an employee reteatid long term incentive program. Pursuant toghigram, certain senior executives \

be granted a number of units equivalent in valuta¢oequity book value per share (excluding migdriterest). The units will be vested over a
period of four years and the Company will redeeste® units following a period of ten years from ¢ghnant date, or when the employee ceases
employment, at the equity book value per sharbatitne of the payment. Beneficiaries will alsoaige a cash amount per unit equivalent to
the dividend paid per share whenever the Compayy aalividend to its shareholders. Compensatiorutids program is not expected to
exceed 35% of the total annual compensation obémeficiaries.

C. Board Practices
See “—Directors, Senior Management and EmployeeseeRirs and Senior Management”.

There are no service contracts between any diractTenaris that provide for benefits upon tertgmaof employment.

Audit Committet

On June 6, 2007, the Compasiyjoard of directors reappointed Jaime Serra Pughadeo Vazquez y Vazquez and Roberto Monti as nees
of our audit committee. All three members of thdihnommittee qualify as independent directors urtde Company’s articles of association
and the Exchange Act.

Under the Compang'articles of association, the audit committeeipiired to report to the board of directors oradsvities from time to time
and on the adequacy of the systems of internalalomter financial reporting once a year at theetithe annual accounts are approved. In
addition, the charter of the audit committee setthf among
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other things, the audit committee’s purpose andaesibilities. The audit committee assists the dadrdirectors in its oversight
responsibilities with respect to our financial staents, and the independence, performance andffees independent auditors (see Item 16.C
for additional information about the audit commetgeprocedures with respect to our independentersdi The audit committee also performs
other duties entrusted to it by the Company’s badidirectors.

In addition, the audit committee is required by @@mpany’s articles of association to review “MatkTransactions,” as such term is defined
by the Company’s articles of association, to berat into by the Company or its subsidiaries witdted parties,” as such term is defined by
the Company'’s articles of association in orderdtetmine whether their terms are consistent withketaconditions or are otherwise fair to the
Company and/or its subsidiaries. In the case oeNeltTransactions entered into by the Companytsgliaries with related parties, the
Company’s audit committee will review those trarnigars entered into by those subsidiaries whosedsoair directors do not have independent
members, Confab is currently our only subsidiarthvindependent board members.

Under the Company'’s articles of association, apleupented by the audit committee’s charter, a Malt@ransaction is:

. any transaction with or involving a related pasty\{ith an individual value equal to or greaterrtt$10 million or (y) with an individue
value lower than $10 million, when the aggregate sfi any series of transactions reflected in tharitial statements of the four fiscal
guarters of the Company preceding the date of ehit@tion (excluding any transactions that wereeeed and approved by Company’s
audit committee or board of directors, as applieabt the independent members of the board of direof any of its subsidiaries)
exceeds 1.5% of the Compi’s consolidated net sales made in the fiscal yesregling the year on which the determination is mad

. any corporate reorganization transaction (includingerger, spin-off or bulk transfer of a businésgdlving the Company or any of its
direct or indirect subsidiaries for the benefibofinvolving a related party; ar

The audit committee has the power (to the maximyiarg permitted by applicable laws) to request thatCompany or relevant subsidiary
provide any information necessary for it to reviamy Material Transaction. A Related Party transacsihall not be entered into unless (i) the
circumstances underlying the proposed transactistify that it be entered into before it can beewed by the Company’s audit committee or
approved by the board of directors and (ii) theafRead Party agrees to unwind the transaction iftbmpany’s audit committee or board of
directors does not approve it.

In addition, the audit committee has the authdotgonduct any investigation appropriate to fulf#l responsibilities, and has direct access to
the Company’s internal and external auditors a$ ageTenaris’s management and employees and, subjepplicable laws, its subsidiaries.

D. Employees
The following table shows the number of personsleygal by Tenaris:

At December 31

2006
Argentina 6,33¢
Italy 3,04¢
Mexico 3,031
United State: 2,75¢
Brazil 2,32¢
Romania 1,44z
Canade 1,27¢
Japar 714
Other Countrie: 81¢

Total employee 21,75
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At December 31, 2005 and December 31, 2004 the auoflpersons employed by Tenaris was 17,693 aptIGespectively. The number of
our employees increased during 2006 mainly dubeatquisition of Maverick, and is expected to@ase again during 2007 as a result of the
Hydril acquisition.

Approximately 50% of our employees are unionize@ bélieve that we enjoy good or satisfactory retegiwith our employees and their
unions in each of the countries in which we haveufacturing facilities, and we have not experienaeg major strikes or other labor conflicts
with a material impact on our operations over st five years.

E. Share Ownership

To our knowledge, the total number of the Compasihares (in the form of ordinary shares or ADSsheavby our directors and executive
officers as of April 30, 2007 was 1,982,657 whiepnesents 0.2% of our outstanding shares.

The following table provides information regardisigare ownership by any of these persons.

Director or Officer Number of Shares Hel

Guillermo Vogel 1,915,441

Carlos Condorell 67,21’

Total 1,982,65
ltem 7. Major Shareholders and Related Party Transactions

A. Major Shareholders

The following table shows the beneficial ownerstiiur ordinary shares, as of April 30, 2007, byd(r principal shareholders (persons or
entities that own beneficially 5% or more of then@any’s shares), (2) our directors and executifieast as a group, and (3) non-affiliated
public shareholders.

Identity of Person or Group Number Perceni

San Faustif? 713,605,18 60.4%
Directors and executive officers as a gr: 1,982,65 0.2%
Public 464,948,98 39.4%
Total 1,180,536,83 100.(%

(1) Shares held by Industrial Investments Cl, a wt-owned subsidiary of San Faustin. San Faustin isated by Rocca & Partner

As of May 31, 2007, 119,599,294 ADSs (represen?i®®,198,588 shares of common stock, or 20.3% afiafitanding shares of common
stock of the Company) were registered in the nahapproximately 492 holders resident in the Unigtdtes.
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The voting rights of our major shareholders dodifier from the voting rights of other shareholdeéd®ne of our outstanding shares have any
special control rights. There are no restrictionoting rights, nor are there, to the Comparkriiowledge, any agreements among sharehc
of the Company that might result in restrictionstloa transfer of securities or the exercise ofngtights.

The Company does not know of any significant agesgmor other arrangements to which the Compaayperty and which take effect, alter
or terminate in the event of a change of contrahefCompany.

B. Related Party Transactions

Tenaris is a party to several related party traimmas as described below. Material related pagpgactions are subject to the review of the
audit committee of the Company’s board of directord the requirements of Luxembourg law. For furttegail on the approval process for
related party transactions, see Item 6.C. “Dire;t8enior Management and Employees —Board Pragtigés Committee”.

Purchases of Raw Materials

In the ordinary course of business, we purchasestiteel products, steel bars and other raw magefriamn Ternium or its subsidiaries. These
purchases are made on similar terms and conditisissles made by these companies to unrelatecptnitids. These transactions include:

« Purchases of flat steel products for use in thelyation of welded pipes and accessories, which aeduo $35.9 million, $29.2
million and $23.7 million in 2006, 2005 and 200dspectively

e Purchases of steel bars for use in our seamlesispiipe operations in Venezuela, which amounte®B@5 million, $36.7 millior
and $22.7 million in 2006, 2005 and 2004, respetyi\

e Purchases of pig iron, DRI and scrap for use irptiegluction of seamless pipes, which amounted 87illion, $11.7 million an
$4.1 million in 2006, 2005 and 2004, respectiv

Sales of Raw Materials

In the ordinary course of business, we sell raneni@ts and other production inputs to Ternium sisiibsidiaries. These sales are made on
similar terms and conditions as purchases madbdsetcompanies from unrelated third parties. Ttrassactions include:

» Sales of ferrous scrap, and other raw material&wdimounted to $19.2 million, $9.8 million and B&nillion in 2006, 2005 an
2004, respectively

» Sales of steam and operational services from oge#tine electric power generating facility in Saiedias. These sales amoun
to $6.4 million, $2.6 million and $5.3 million ir0P6, 2005 and 2004, respectively. In addition, meiired penalty charges of $5.2
million and $0.9 million in 2005 and 2004, respeely, for failure to deliver contractual volumesstéam

Transactions involving Matesi

We established Matesi jointly with Sidor, a subaigliof Ternium, to operate an HBI production fagiin Venezuela. We hold 50.2% of Mat
and Sidor holds 49.8%. Transactions associatedthittoperation include:

e The sale of HBI to Sidor pursuant to an off-takeeagnent, which amounted to $77.3 million, $87.lliomland $28.3 million in
2006, 2005 and 2004, respectively. The agreemégibleshes that Matesi is required to sell to Sidora take-or-pay basis, 29.9%
of Mates’s HBI production, or up to 49.8% at the electiorsafor.
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» During 2004, Matesi entered into a managementtassis agreement with Sidor. As part of this agregnmdatesi paid fees 1
Sidor totaling $1.1 million, $1.3 million and $0n2llion in 2006, 2005 and 2004, respectively, rethto the provision of manager
services. In addition, Sidor purchased goods andc&s on behalf of Matesi, totaling $16.2 milliand $6.5 million, in 2005 and
2004, respectively

» As part of the investment agreement to financeattwpiisition of Mate’s assets and its st-up, in July 2004 Matesi received loz
from its shareholders, Sidor and a subsidiary efGompany, in the same proportion as their pagit@ps and under the same te
and conditions. Consequently, Matesi received fBidor a loan for an outstanding amount at Decer@lbe2006 of $58.4 million.
This loan bears interest at a rate of LIBOR+2%etest paid on this loan amounted to $3.6 millid3%nillion and $1.8 million in
2006, 2005 and 2004, respectively. In May 2007 piberds of directors approved the partial capisdilin of the loans

* Matesi paid royalties and technical assistanceifessspect of licensed technology to Hylsamex,clwtbhecame a subsidiary of
Ternium on August 22, 2005. These royalties and &rounted to $1.6 million in 2006 and $1.6 millinr2005.

» During 2006, Matesi entered into a services agree¢mih Sidor under which Sidor recycles by-prodirotn Matesi’'s operations
into raw materials. Matesi paid $1.5 million to &dn 2006 under this agreeme

Purchase Agency Services

Until September 2006, we provided purchase ageacyces to Ternium or its subsidiaries through sulssidiary Exiros. In October 2006,
Ternium acquired a 50% interest in Exiros, and @ained the remaining 50%. The transaction amouot&&.3 million.

Until September 2006, we received fees totaling $illion, $4.8 million, and $4.2 million in 2008005 and 2004, respectively. Since Octi
2006, fees from Tenaris to Exiros for agent sesve@mounted to $4.7 million.

Supply of Natural Gas

We are party to contracts with Tecpetrol, TGN aitdral Gas relating to the supply of natural gasuo operations in Argentina. Tecpetrol is a
company controlled by San Faustin engaged in algas exploration and production and has right@tmus oil and gas fields in Argentina
and elsewhere in Latin America. TGN operates tw{pnaipelines in Argentina connecting the major pasins of Neuquén and Noroeste-
Bolivia to the major consumption centers in Argeatiwhile Litoral Gas is a company that distribiugas in the Province of Santa Fe and in the
northeastern section of the Province of BuenossAigan Faustin holds significant but non-contrgliinterests in TGN and Litoral Gas.

Tecpetrol supplies Siderca with the balance afidsiral gas requirements not supplied by its ppalajas supplier, Repsol YPF, on terms and
conditions that are equivalent to those betweers®epPF and Siderca. In April, 2003, we entered &mt agreement with Tecpetrol for the
delivery of 760 million cubic meters of natural gasour Campana plant and to our San Nicolas pgeeeration facility over a period of five
years. Under the terms of this agreement, we pdeppbrtion of the gas deliveries, corresponding1ts.3 million. We consumed the ent
prepaid amount by February 2006, but we continuaeke deliveries under the contract at non-pretekprices. Tecpetrol's sales to Tenaris
amounted to $8.9 million, $2.8 million and $5.5Imi in 2006, 2005 and 2004, respectively.

TGN charges Siderca a price to transport its nagas supplies that is equivalent on a comparadéistio prices paid by other industrial users.
The Argentine government regulates the generaldreonk under which TGN operates and prices its sestriTGNS sales to Tenaris amoun
to $1.4 million in 2006 and $1.6 million in each2605 and 2004.
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Litoral Gas's sales to Tenaris totaled $2.7 millior2006, $1.7 million in 2005 and $1.6 million2004. In addition, in 2005 and 2004, we
incurred penalty charges of $0.9 million and $0illion for failure to purchase the minimum contraciumes.

Provision of Engineering and Labor Services

We contract with certain companies controlled by Baustin engineering and non-specialist manuallaérvices, such as cleaning, general
maintenance, handling of by-products and constwodervices. Fees accrued for these services mgipegate amounted to $59.2 million,
$39.5 million and $30.2 million in 2006, 2005 ar@D2, respectively.

Sales of Steel Pipes and Sucker Rods

In the ordinary course of business, we sell stgedg sucker rods and related services to othepaaias controlled by San Faustin. These ¢
which are made principally to companies involvedhia construction of gas pipelines and to Tecpetnal joint ventures in which Tecpetrol
participates, for its oil and gas drilling operatip are made on similar terms and conditions &s salunrelated third parties. Our sales of steel
pipes and sucker rods as well as logistical anthiceother services to other companies controlie&#n Faustin amounted to $72.8 million,
$71.3 million and $40.2 million in 2006, 2005 ar@D2, respectively.

Sales of Other Products and Services

In addition to sales of pipes and sucker rods, mterénto sales transactions with companies cdettdly San Faustin for the sale of other
products and services. The most significant traimas include:

e The sale of industrial equipment for oil platformgyich amounted to $7.4 million in 2006 and $13iiom in 2005.

* In July 2006, through our subsidiary Informatiorsi&mns & Technologies, we entered into contractl iérnium and other
companies controlled by San Faustin for the rendesf technology and information services. Salebamium amounted to $1.6
million and sales to other companies controlledsby Faustin amounted to $1.5 millit

Financial Operations and Administrative Services

Finma S.A. provides administrative and legal suppervices to its affiliates in Argentina, includios. In August 2006, Finma was reorgan
with Siderca, Siderar and another company conttdileSan Faustin with operations in Argentina a@agione third each from a group of
former directors of companies controlled by SandtauFees accrued for these services amountesl tandillion, $4.1 million and $2.4 millio
in 2006, 2005 and 2004, respectively.

Other Transactions

During 2005, we entered into a contract with TetRQiimiMontubi for the provision of engineering sems for the construction of a gas-fired
combined heat and power plant at Dalmine, for al tount of $15 million. Pursuant to the contraet,paid $4.6 million during 2006 and
$6.6 million during 2005.

During 2006, we entered into a contract with TetQiompagnia Tecnica for the provision of furnaaasolur integrated production facilities in
Argentina and Mexico. Supplies received amounte®il8 million in 2006.

On December 1, 2006, we completed the sale of ap&cipation in DaEn to E.ON Sales and TradingbBimDuring December 2006,
Tenaris purchased energy to DaEn for an amount ®f1$million.
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In addition, in the ordinary course of businesgirfitime to time, we carry out other transactiong enter into other arrangements with other
affiliates, none of which are believed to be maiteri

C. Interest of Experts and Counse
Not applicable

Iltem 8. Financial Information
A. Consolidated Statements and Other Financial Inform&on
See Item 18 and pages F-1 through F-62 for outedidonsolidated financial statements.

Legal Proceedings

Tenaris is involved in litigation arising from tinte time in the ordinary course of business. Basethanagement's assessment it is not
anticipated that the ultimate resolution of penditigation will result in amounts in excess of oeded provisions that would be material to
Tenaris’ consolidated financial position or reswitoperations.

BHP Proceedings

On December 30, 2003 Dalmine and a consortium yeBHP Billiton Petroleum Ltd., or BHP, settled &dation concerning the failure of an
underwater pipeline. The pipe that was the sulgietite litigation was manufactured and sold, aredttit alleged by BHP took place, prior to
the privatization of Dalmine. According to the &atient terms, Dalmine paid BHP a total of GBP 1G8illion ($207.2 million), including
expenses. Techint Investments Netherlands B.V.ngT? — the subsidiary party of the Company thas warty to the Dalmine privatization
contract — commenced arbitration proceedings agkingecna S.p.A., or Fintecna, an Italian statexesventity and successor to ILVA S.p.A.,
the former owner of Dalmine, seeking indemnificatfoom Fintecna for any amounts paid or payabl®bimine to BHP. On December 28,
2004, an arbitral tribunal rendered a final awarthie arbitration proceeding against Fintecna,yamsto which, Fintecna paid Tenaris a total
amount of Euro 93.8 million ($127.2 million) on M&rl5, 2005. Neither party has any further outstapdbligations in respect of the BHP
litigation.

Maverick Litigation

On December 11, 2006, The Bank of New York, or Bld¥ trustee for the holders of the Maverick 2004@6#vertible Senior Subordinated
Notes due 2033 issued pursuant to an indenturecleetMaverick and BNY, filed a complaint against Magk and the Company in the Unit
States District Court for the Southern DistrictN#w York. The complaint alleges that our acquisitidd Maverick triggered the “Public
Acquirer Change of Controfrovisions of the indenture. The complaint asdemtsich of contract claim against Maverick for réfggo delivel
the consideration specified in the Public AcquEéange of Control provision of the indenture toetatiders who tendered their notes for such
consideration, seeks a declaratory judgment thadoguisition of Maverick was a Public Acquirer @ha of Control under the indenture, and
asserts claims for tortious interference with cacttiand unjust enrichment against the Company.

We believe that these claims are without merit.gkdingly, no provision was recorded in our finahsi@mtements. For further information
about Maverick Litigation, please see note 26 toamnsolidated financial statement included in #nsual report.

U.S. Seamless Steel Pipe Antidumping and CountdimgiDuty Proceedings

Our OCTG and certain other products have been sutgjissubstantial antidumping and countervailing.(, anti-subsidy) duties in the United
States since 1995. As a result, the U.S. marketessantially closed to many of our principal pradugVe have brought repeated legal
challenges to the imposition of these antidumpiatied and on May 31, 2007, the U.S. Internatiomad® Commission, or U.S. ITC, voted to
revoke the antidumping duties in
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respect of the imports of OCTG products producedurymain seamless pipe manufacturing facilitigss Tollowed previous votes to revoke
antidumping duties on the import of small diametesimless standard, line and pressure, or SL&P frmpeArgentina in April 2007 and on t
import of large diameter SL&P pipe from Mexico iraW2006. However, these decisions could be appé&gigetitioners.

The United States used to impose the followingedutin certain of our products sourced from:

Argentina: OCTG exports by Tenaris from Argentina to the tédiStates have been subject to antidumping doti&86% since Augu:
1995. Although this antidumping duty was relativielw, the United States could, through annual adstritive reviews, subsequently
apply higher antidumping duties retroactively. ASnce August 1995, the United States has imposeshtidumping duty of 108.13% to
all small diameter seamless standard, line andspresor SL&P, pipe exports by Tenaris from ArgeatiThe U.S. government decide:
maintain the antidumping duties applicable to o@TG and seamless SL&P pipe exports from Argentimah additional five years
following its five-year review in July 2001, withé exception of duties related to drill pipe, whiclre revoked effective August 11,
2000. We have prevailed in all countervailing dptgceedings, and consequently, our exports to tiieet) States from Argentina are not
currently subject to countervailing duties. We orély challenged the U.S. government’s decisiagarding the OCTG and small
diameter SL&P pipe sunset reviews before the Cafuriternational Trade, or CIT, in New York but s@guently dismissed our claims
favor of the Argentine Government’s challenge @& thS. decision before the World Trade OrganizatisnWWVTO, under the rules of the
Dispute Settlement Understanding, or D!

In April 2007 and May 2007, the U.S. ITC voted éwvoke antidumping duties on: the import of smadindeter seamless standard, line
pressure, or SL&P, pipe from Argentina and on thparts of OCTG products from our seamless pipe fi@atwring facility in Argenting
respectively. However, U.S. Steel has appealedébision of the U.S. ITC before the CIT regardiegraless line pipe from Argentina
and other petitioners could do the same regardi@@® products.

Mexico. OCTG exports by Tenaris from Mexico to the Unigtdtes have been subject to antidumping dutieg di895. Originally set at
23.8% and subsequently adjusted to 21.7%, thesiwtiee reduced to zero in 1999. After its five-yemiew in July 2000, the United
States restored the antidumping duties on our éxpéiOCTG casing and tubing, but revoked the dutie our OCTG drill pipe effective
August 11, 2000. At the same time, the U.S. Depamtof Commerce denied our request that the oreleewmked with respect to exports
after three consecutive annual reviews resultinfinsiings of no dumping. We have challenged boththS. government's OCTG sunset
review decision, and the Department of Commerdecision not to revoke the order after the thodsecutive no dumping finding beft
two different NAFTA panels. One of the panels dedigiot to revoke the decision in light of three smutive negative findings
subsequently upheld by the Department of Commadioe other, initiated against the sunset reviewdiegj has remanded the case to the
Department of Commerce four times, and the casairenunresolved. Furthermore, the Mexican Governras filed a similar

challenge before the WTO under the rules of the C

Additionally, the United States has applied antiging duties of 19.6% (subsequently adjusted to%%.dn our large diameter SL&P
pipe exports from Mexico, with the exception ofte@r grades of line pipe used in deep water (1f8@0or more) applications.
Subsequently, the U.S. government revoked thesduamping duties in May 2006 following a sunset eaviin which it found no
likelihood of the continuation or recurrence oflinj upon the lifting of the duties.

In April 2007 and May 2007, the U.S. ITC voted éwvoke antidumping duties on the imports of largerditer SL&P pipe from Mexico
and on the imports of OCTG products from our seampgpe manufacturing facility in Mexico, respeetiu

Italy . OCTG exports by Tenaris from Italy to the Unitiites have been subjected to antidumping dutié8.@8% and countervailir
duties of 1.47%. Following its five-year reviewldaly 2000, the U.S. government renewed these anpithg and countervailing duties
for an additional five years. The fi-year review o
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SL&P exports from Italy to the United States, iaitid in 2000, led to the elimination of the antighimy and countervailing duties

small diameter SL&P from Italy. A new sunset revievget to take place in June 2006. In Decembe 208 U.S. government revoked
the countervailing duties following a sunset reviewvhich it found no likelihood of the continuati@r recurrence of subsidized imports
upon the lifting of the duties. In May 2007 the UI'BC voted to revoke the antidumping duties onamtg of OCTG products from our
seamless pipe manufacturing facility in Ite

. Japan. OCTG exports by NKKTubes to the United Statesshiaeen subject to antidumping duties of 44.20%esAegust 1995.
Following its fiveyear review in July 2000, the U.S. government regtkits antidumping duties for an additional fiveage In June 200
the United States imposed antidumping duty ordersuge and small diameter seamless SL&P from Japiéimthe exception of large
diameter line pipe used in deep water applicati®hse. antidumping duty rate for large diameter [ige from NKKTubes is 68.88% and
for small diameter is 70.43%. The U.S. governmestdlso extended for additional five years itscamtiping duties against small and
large diameter seamless line pipe, standard ars$yre pipe from Japan. In May 2007 the U.S. IT@dab revoke the antidumping
duties on imports of OCTG products from our seamjgpe manufacturing facility in Jape

. Romania: SL&P pipe exports to the United States from Rom&rave been subject to antidumping duties ateaobl.35% since August
2000. Subsequently, the U.S. government conductednéstrative reviews in which it determined thepegpriate level of antidumping
duties to be zero percent during two consecutiasyeDuring the third and fourth reviews, the W8vernment found the margin to be
15.15%, which is the current antidumping duty rateApril 2006, the U.S. government has extendedfiditional five year the
antidumping duties against small diameter seanpiges standard and pressure pipe from Romaniad&bision has been appealed
before the CIT

Conversion of tax loss carry-forwards

On December 18, 2000, the Argentine tax authont@#ied Siderca of an income tax assessmentaelat the conversion of tax loss carry-
forwards into debt consolidation bonds under Argentaw No. 24.073. The adjustments proposed byakauthorities represent an estime
contingency of ARS70.2 million (approximately $23nlllion) at December 31, 2006 in taxes and peesiltiVe believe that the ultimate
resolution of the matter will not result in a ma&éobligation. Accordingly, no provision was reded in our financial statements.

Asbesto-Related Litigation

As of December 31, 2006, our subsidiary Dalmine stdsject to thirteen civil proceedings for workateld injuries arising from the use of
asbestos in its manufacturing processes duringehied from 1960 to 1980. The total claims pendigginst Dalmine were thirty-two (of
which, three were covered by insurance). Duringe2®@ new claims were filed, four claims were diss@id and one claim was settled. At
December 31, 2006 aggregate settlement costs fariBewere Euro 3.8 million.

In addition to the previously known 13 civil procimgs, 18 asbestos-related out-of-court claimslaoidil party claim, 21 new asbestoslatec
out-of-court claims and 1 asbestos civil proceeslingve been reported to Dalmine during 2007; nisnslavere dismissed or settled.
Accordingly, as of March 31, 2007, the total asbgstlated claims pending against Dalmine wereob4vhich, 3 are covered by insurance).
Aggregate settlement costs amount to Euro 3.8anillDalmine estimates that its potential liabilityconnection with the claims above that are
not yet settled is approximately Euro 20.4 milli@i27.2 million) of which Euro 7.8 million ($10.4ilon) relate to the claims and proceedir
reported to Dalmine during 2007.

Accruals for Dalmine’s potential liability are baken the average of the amounts paid by Dalminadbestoselated claims plus an additior
amount related to some reimbursements requestétetsocial security authority. The maximum potddigdoility is uncertain as in some cases
the requests for damages do not specify amoundsinatead is to be determined by the court. Thentinof payment of the amounts claimed
cannot be determined at this time.
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Other Proceedings

We are also involved in legal proceedings incidetotéhe normal conduct of our business, for whighhave made provisions in accordance
with our corporate policy and any applicable ruld& believe that our provisions are adequate. Basdte information currently available to
us, we do not believe that the outcomes of thesegadings are likely to be, individually or in thggregate, material to our consolidated
financial position.

Dividend Policy

We do not have, and have no current plans to ésitialal formal dividend policy governing the amoant payment of dividends. The amount
and payment of dividends has to be determinedrbgjarity vote of our shareholders, generally, battmecessarily, based on the
recommendation of our board of directors. Our adlitrg shareholder has the discretion to deterrtfieeamount and payment of future
dividends. All shares of our capital stock raydei passuwith respect to the payment of dividends.

On May 25, 2005, the Company’s shareholders apgpraveash dividend in the amount of $0.169 per sbcemmon stock currently issued
and outstanding, which in the aggregate amountegpooximately $200 million. The cash dividend wagd on June 13, 2005.

On June 7, 2006, the Company’s shareholders appi@veannual dividend in the amount of $0.30 peresbficommon stock currently issued
and outstanding. The amount approved includedrtegim dividend previously paid on November 16,200 the amount of $0.127 per share.
We paid the balance of the annual dividend amogntir$0.173 per share ($0.346 per ADS) on Jun@0®;. In the aggregate, the interim
dividend paid in November 2005 and the balance jpaidine 2006 amounted to approximately $354 millio

On June 6, 2007, the Company’s shareholders apgavennual dividend in the amount of $0.30 peresbicommon stock currently issued
and outstanding, which in the aggregate amountegpooximately $354 million. The cash dividend wagd on June 21, 2007.

The Company conducts and will continue to condllaifats operations through subsidiaries and, admly, its main source of cash to pay
dividends, among other possible sources, will lrediiidends received from its subsidiaries. Sem BeD. “Risk Factors—Risks Relating to
Our Business.” The Company’s ability to pay cashddinds depends on the results of operations aaddial condition of its subsidiaries and
may be restricted by legal, contractual or othmitétions.

Dividends may be lawfully declared and paid if @@mpany’s profits and distributable reserves afficgent under Luxembourg law. The
board of directors has power to initiate dividenstallments pursuant to Luxembourg law, but paynoéthe dividends must be approved by
the Company’s shareholders at the annual sharaisbldeeting, subject to the approval of our anracalounts.

Under Luxembourg law, at least 5% of the Compang'sprofits per year must be allocated to the @yeaif a legal reserve until such reserve
has reached an amount equal to 10% of our shaitalcdfthe legal reserve later falls below theé¥d@hreshold, at least 5% of net profits again
must be allocated toward the reserve. The legalveds not available for distribution. At Decemidr, 2006, the Company’s legal reserve
represented 10% of its share capital.

Furthermore, as long as the outstanding amountriuhdeCompanys syndicated loan facility for the Hydril acquieitiis equal to or higher th
$1 billion, we may not distribute dividends in ess®f the greater of $475 million and 25% of thesmwidated operating profit for the previous
fiscal year.

B. Significant Changes

Except as otherwise disclosed in this annual refleete has been no undisclosed significant chaimge the date of the annual financial
statements.
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ltem 9. The Offer and Listing
A. Offer and Listing Details

The Company'’s shares are listed on the Buenos Sitesk Exchange and the Mexican Stock ExchangetadDSs are listed on the NYSE
under the symbol “TS.” The Company’s shares are ledged on the Italian Stock Exchange under thelsyl “TEN.” Trading on the NYSE, tt
Buenos Aires Stock Exchange and the Mexican Stack&nhge began on December 16, 2002, and traditigeoltalian Stock Exchange began
on December 17, 2002.

As of May 31, 2007, a total of 1,180,536,830 sharere registered in the Company’s shareholder texgids of May 31, 2007, a total of
239,198,588 shares were registered in the nanteafdpositary for the CompasyADR program. On May 31, 2007, the closing sateefor
the Company’s ADSs on the NYSE was $49.65, itseshan the Italian Stock Exchange was €18.20, oBtlemos Aires Stock Exchange was
ARS75.10 and on the Mexico Stock Exchange was M»%RZ5

New York Stock Exchan

As of May 31, 2007, a total of 119,599,294 ADSsevegistered of record. Each ADSs represents 2sldithe Company’s stock. JPMorgan
Chase, as successor to Morgan Guaranty Trust Congddsew York, or Morgan Guaranty, acts as the Canys depositary for issuing ADI
evidencing the ADSs. Fluctuations between the BEmthe U.S. dollar will affect the U.S. dollar elent of the price of the shares on the
Italian Stock Exchange and the price of the ADSshenNYSE. Fluctuations between the Argentine masbthe U.S. dollar will affect the U.S.
dollar equivalent of the price of the shares onBhenos Aires Stock Exchange and the price of th&#on the NYSE. Fluctuations between
the Mexican peso and the U.S. dollar will affeet thS. dollar equivalent of the price of the shameshe Mexico Stock Exchange and the price
of the ADSs on the NYSE.

The following table sets forth, for the periodsioaded, the high and low quoted prices for the Camy{s shares, in the form of ADSs, traded
on the NYSE (“Source: Bloomberg LP”).

Price per ADS

2002 High Low
Decembe 3.87 3.5C

Price per ADS

2003 High Low
Full year 6.6€ 3.8¢
Price per ADS

2004 High Low
Full year 10.2¢ 5.6z

Price per ADS

2005 High Low
First quartel 13.3¢  9.0¢
Second quarte 16.0z 10.7(C
Third quartel 27.71 15.7C
Fourth quarte 28.5¢ 20.9]
Full year 28.5¢ 9.04
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Price per ADS

2006 High Low
First quarte! 37.28 24.4;
Second quarter 48.2¢ 31.8¢
Third quartel 40.9¢ 34.3:
Fourth quarte 51.0z 34.0¢
Full year 51.0z 24.4;

Price per ADS

Last Six Months High Low
December 200 51.0z 45.5Z
January 200 50.3t 46.1°¢
February 200° 48.2C 44.4¢
March 2007 46.6€ 41.4¢
April 2007 48.5¢ 46.1¢
May 2007 49.65 43.5(

* The ratio of ordinary shares per ADS was changewh fa ratio of one ADS equal to ten ordinary shéwesnew ratio of one ADS equal
two ordinary shares in April 2006. Prices for thB3s before this date have been restated usingetheatio.

Italian Stock Exchang

The following table sets forth, for the periodsioaded, the high and low quoted prices for the Camnyfs shares (in Euros per share), traded on
the Italian Stock Exchange (“Source: Bloomberg LP”)

Price per Share

2002 High Low
Decembe 1.84 1.51

Price per Share

2003 High Low
Full year 2.64 1.7¢

Price per Share

2004 High Low
Full year 3.92 2.3¢

Price per Share

2005 High Low
First quartel 497 3.37
Second quarte 6.5¢ 4.1:
Third quartel 11.3¢ 6.4
Fourth quarte 11.7¢ 8.4¢
Full year 11.7¢ 3.37
Price per Share

2006 High Low
First quartel 15.3C 10.0:
Second quarte 18.7: 12.8¢
Third quartel 15.9¢ 13.47
Fourth quarte 19.65 13.5¢
Full year 19.6: 10.0:
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Price per Share

Last Six Months High Low
December 200 19.6: 17.1:
January 200° 19.4C 17.8i
February 200° 18.4¢ 17.2:
March 2007 17.4¢ 15.6¢
April 2007 17.8¢ 17.1:
May 2007 18.2C 16.2(

The Italian Stock Exchange, managed by Borsa Hali&.p.A., was founded in 1997 following the piization of the exchange and became
operational on January 2, 1998.

Borsa Italiana S.p.A. organizes and manages tharit&tock Exchange with the participation of ngdrBO domestic and international brokers
who operate in Italy or from abroad through remmatambership, using a completely electronic tradiygjesn for the real-time execution of
trades. Blue-chip securities shall be traded usiiegauction and continuous trading method from 0. to 5:35 P.M. each business day.

Buenos Aires Stock Exchar

The following table sets forth, for the periodsioaded, the high and low quoted prices for the Camyfs shares (in nominal Argentine pesos
per share), traded on the Buenos Aires Stock Exgghélisource: Bloomberg LP”).

Price per Share

2002 High Low
Decembe 6.9 6.4(C

Price per Share

2003 High Low
Full year 9.8¢ 6.3t

Price per Share

2004 High Low
Full year 15.0¢ 8.1f
Price per Share

2005 High Low
First quartel 19.65 13.3t
Second quarte 23.1C 15.3¢
Third quartel 40.0C 22.4¢
Fourth quarte 41.08 31.5¢
Full year 41.0¢ 13.3¢
Price per Share

2006 High Low
First quartel 57.1f 36.4¢
Second quarte 72.3C 49.2(
Third quartel 62.85 53.0(
Fourth quarte 75.6( 53.0(
Full year 75.6( 36.4f
Price per Share

Last Six Months High Low
December 200 75.6( 69.3(
January 200° 76.1C 70.1(
February 200° 74.0C 68.3(
March 2007 71.6C 63.7(
April 2007 73.9C 70.7(
May 2007 75.1C 67.0(
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The Buenos Aires Stock Market, which is affiliateh the Buenos Aires Stock Exchange, is the largesk market in Argentina. The Buer
Aires Stock Market is a corporation whose approxatyal 30 shareholder members are the only indivglaad entities authorized to trade in
securities listed on the Buenos Aires Stock Exckamgading on the Buenos Aires Stock Exchangerislaoted electronically or by continuc
open outcry from 11:00 A.M. to 5:00 P.M. each basgday.

Although the Buenos Aires Stock Exchange is onleatih America’s largest securities exchanges imteof market capitalization, it remains
relatively small and illiquid compared to major Wbmarkets and, therefore, subject to greater ilityat

Mexican Stock Exchang

The following table sets forth, for the periodsigaded, the high and low quoted prices for the Canys shares (in nominal Mexican pesos
share), traded on the Mexican Stock Exchange (‘&@owloomberg LP”).

Price per Share

2002 High Low
Decembe 19.8(C 17.8¢
Price per Share

2003 High Low
Full year 36.0C 19.81
Price per Share

2004 High Low
Full year 57.38 33.0(

Price per Share

2005 High Low
First quartel 73.65 51.9t
Second quarte 82.2¢ 61.5C
Third quartel 150.0C 84.0(
Fourth quarte 152.0C 113.2(
Full year 152.0C 51.9¢

Price per Share

2006 High Low
First quartel 200.52 130.3:
Second quarte 258.5( 187.0(
Third quartel 229.6( 190.0(
Fourth quarte 276.5C 189.7(
Full year 276.5( 130.3:

Price per Share

Last Six Months High Low
December 200 276.5( 250.8¢
January 200° 274.71 255.0(
February 200° 266.8¢ 254.2¢
March 2007 257.3C 233.0(
April 2007 266.0¢ 252.1:
May 2007 265.4¢ 236.6¢
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The Mexican Stock Exchange is the only stock exghan Mexico. Trading on the Mexican Stock Exchaisgeonducted electronically from
8:30 A.M. to 3:00 P.M. each business day.

Although the Mexican Stock Exchange is one of La&tmerica’s largest securities exchanges in ternmaarket capitalization, it remains
relatively small and illiquid compared to major Wbmarkets and, therefore, subject to greater ilityat

B. Plan of Distribution
Not applicable

C. Markets
See “—Offer and Listing Details”.

D. Selling Shareholders
Not applicable

E. Dilution
Not applicable

F. Expenses of the Issu
Not applicable

Item 10.  Additional Information

A. Share Capital

Not applicable

B. Memorandum and Articles of Association
General

The following is a summary of certain rights of thels of the Company’s shares. These rights areusé our articles of association or are
provided by applicable Luxembourg law, and mayetiffom those typically provided to shareholder&ds. companies under the corporation
laws of some states of the United States of Ameflibés summary is not exhaustive and does not goathinformation that may be important
to you. For more complete information, you showdd our articles of association, which is an exhéthis annual report.

The Company is a joint stock corporatiosogiété anonyme holdingrganized under the laws of Luxembourg. Its obgeal purpose, as set
forth in Article 2 of its articles of associatios,the taking of interests, in any form, in corgamas or other business entities, and the
administration, management, control and developriereof. The Company is registered under the nudB88 203 in the Registre du
Commerce et des Sociétés.

We have an authorized share capital of a singksa&2,500,000,000 shares with a par value ofdbed share upon issue. There were
1,180,536,830 shares issued as of May 31, 200&halles are fully paid.

77



Table of Contents

The authorized share capital is fixed by our seiaf association as amended from time to time thighapproval of shareholders on an
extraordinary shareholders’ meeting. There areedemption or sinking fund provisions in the articté association.

Our articles of association authorize the boardictors for a period of five years following (Jheublication of the authorization in the
Luxembourg official gazette to increase from tiroditme its issued share capital in whole or in pathin the limits of the authorized capital.
On June 6, 2007, the shareholders renewed thisrtytfor an additional five years. Accordingly, tilrf012, the Company’s board of directors
may issue, without further authorization, up to1B,363,170 additional shares. Under its articlegssbciation, any issuance of new shares of
the Company pursuant to the authorization grargeéts tboard of directors must grant its existingrenolders a preferential right to subscribe
for such newly-issued shares, except:

* in circumstances in which the shares are issueddiesideration other than mone
» with respect to shares issued as compensatiomeotais, officers, agents or employees, its subsas or affiliatesand

» with respect to shares issued to satisfy convemiaption rights created to provide compensatinditectors, officers, agents or
employees, its subsidiaries or affiliat

Any shares to be issued as compensation or tdysatiaversion or option rights may not exceed 1&%ur issued capital stock.

Dividends

Subject to applicable law, all shares (includingrsis underlying ADSs) are entitled to participajeadly in dividends when, as and if declared
by the general shareholders’ meeting out of fuedally available for such purposes. Under Luxembdanv, claims for dividends will lapse
five years after the date such dividends are dedlé&8hareholders may, at the general shareholaheeting, which every shareholder has the
right to attend in person or by proxy, declare\ad#ind under Article 21 of our articles of assdoiat

Under Article 21 of the articles of associationr board of directors has the power to pay interimidénds in accordance with the conditions
set forth in Section 72-2 of the amended Luxembdamgof 10th August, 1915 on commercial companies.

Voting Rights; Shareholders’ Meetings; Election oDirectors

Each share entitles the holder to one vote at tragany’s general shareholders’ meetings. Sharehatdi®n by written consent is not
permitted, but proxy voting is permitted. Noticégyeneral shareholders’ meetings are governeddptbvisions of Luxembourg law and the
Company'’s articles of association. Notices of smaetings must be published twice, at least attBhdays intervals, the second notice
appearing at least ten (10) days prior to the mgeth the Luxembourg Official Gazette and in alieg newspaper having general circulation
in Luxembourg. If an extraordinary general shardad’ meeting is adjourned for lack of a quoruntjaes must be published twice, in the
Luxembourg Official Gazette and two Luxembourg nesysers, at twenty (20) days intervals, the secatidenappearing at least twenty

(20) days prior to the meeting. In case our sharedisted on a foreign regulated market, notidegeneral shareholders’ meetings shall also be
published in accordance with the publicity requiesnts of such regulated market. At an ordinary garerareholders’ meeting, there is no
guorum requirement, and resolutions are adopteal disnple majority vote of the shares present oresgnted and voted. An extraordinary
general shareholdersieeting must have a quorum of at least 50% ofdgbeeld and outstanding shares. If a quorum is aohesl, such meeti
may be reconvened at a later date with no quorgmimements by means of the appropriate notificagimcedures provided for by
Luxembourg company law. In both cases, Luxemboorgpany law and the Company’s articles of assogiatgjuire that any resolution of an
extraordinary general shareholders’ meeting be t&diopy a two-thirds majority vote of the sharesspre or represented. If a
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proposed resolution consists of changing the Coyiparationality or of increasing the shareholde@nmitments, the unanimous consent of
all shareholders is required. Directors are eleatezh ordinary meeting. Cumulative voting is netrpitted. As our articles of association do
not provide for staggered terms, directors aretetefor a maximum of one year and may be reappdioteemoved at any time, with or
without cause, by a majority vote of the sharesgmeor represented and voted.

Our annual ordinary general shareholders’ meesirigeld at 11:00 A.M., Luxembourg time, on the fiédnesday of June of each year at the
place indicated in the notices of meeting. If tthay is a legal or banking holiday in Luxembourg theeting shall be held on the following
business day.

Any shareholder who holds one or more of our shanethe fifth calendar day preceding the generatedtolders’ meeting (the “Record Date”)
shall be admitted to a general shareholders’ mgeiihose shareholders who have sold their shatesebe the Record Date and the date of the
general shareholders’ meeting, may not attend oejpeesented at the meeting.

In the case of shares held through fungible sdesréccounts, each shareholder may exercise htsragtached to his shares and, in particular,
may participate in and vote at shareholders’ mgestof the Company upon presentation of a certéicsgued by the financial institution or
professional depositary holding the shares, eviggrnguch deposit and certifying the number of shaeeorded in the relevant account on the
Record Date. Such certificate must be filed attléas days before the meeting with the Companiysategistered address or at the address
stated in the convening notice or, in case theeshafthe Company are listed on a regulated mank#t,an agent of the Company located in
the country of the listing and designated in theveming notice. In the event that the shareholdézs/by proxy, he shall file the required
certificate and a completed proxy form within tlaen® period of time at the registered office of@mmpany or with any local agent of the
Company duly authorized to receive such proxies.

The board of directors and the shareholders’ mgetiay, if they deem so advisable, reduce thesegenf time for all shareholders and admit
all shareholders (or their proxies) who have filleel appropriate documents to the general sharefsdluieeting, irrespective of these time
limits.

Access to Corporate Records

Luxembourg law and our articles of association dogenerally provide for shareholder access toamate records. Shareholders may inspect
the annual accounts and auditors’ reports at @istered office during the fifteen day period ptiora general shareholders’ meeting.

Appraisal Rights
In the event that the Company’s shareholders agprov
» the delisting of the Compa’s shares from all stock exchanges where its slaaedssted at that time

« amerger in which the Company is not the survivengty (unless the shares or other equity secaridfesuch entity are listed on the N
York or London stock exchange

» asale, lease, exchange or other disposition afraubstantially all of the assets of the Comp

» an amendment of our articles of association thatthea effect of materially changing the Com(’s corporate purpos
» the relocation of the Compa’'s domicile outside of Luxembouror

» amendments to our articles of association thaticeste rights of the Compa’s shareholder:

79



Table of Contents

dissenting or absent shareholders have the rigidve their shares repurchased by the Companytae(average market value of the shares
over the 90 calendar days preceding the sharelsolaeeting or (ii) in the event that the Comparshsres are not traded on a regulated
market, the amount that results from applying tfepprtion of the Company’s equity that the shareisdp sold represent over the Company’s
net worth as of the date of the applicable shadsrel meeting.

Dissenting or absent shareholders must presemtdiagin within one month following the date of thleareholders’ meeting and supply the
Company with evidence of their shareholding attiime of the meeting. The Company must (to the exgermitted by applicable laws and
regulations and in compliance therewith) repurchisghares within six months following the datetw shareholders’ meeting. If delisting
from one or more, but not all, of the stock exchemghere the Company’s shares are listed is apprownty dissenting or absent shareholders
with shares held through participants in the latedring system for that market or markets canaserthis appraisal right if:

. they held the shares as of the date of the Con’s announcement of its intention to delist or athefdate of publication of the call f
the shareholde’ meeting that approved the delistiand

. they present their claim within one month followithge date of the shareholders’ meeting and supptieace of their shareholding as of
the date of the Compa’s announcement or the publication of the call ertteeting

Shareholders who voted in favor of the relevantltg®on are not entitled to appraisal rights.

In the event a shareholder exercises its appnaggal applicable Luxembourg law provisions shalply.

Distribution of Assets on Winding-up

In the event of our liquidation, dissolution or wing-up, the assets remaining after allowing fer payment of all debts and expenses will be
paid out to the holders of the shares in propottiotieir respective holdings.

Transferability and Form
Our articles of association do not impose restietion the transfer of our shares. The sharessuable in registered form.

Pursuant to our articles of association, the owhiprsf registered shares is evidenced by the ipSori of the name of the shareholder, the
number of shares held by him and the amount paibgh share in our shareholdeaegister. In addition, our articles of associatiwavide tha
our shares may be held through fungible securtie®unts with financial institutions or other psdg®mnal depositaries. Shares held through
fungible securities accounts have the same rigidsoaligations as shares recorded in our sharetsdldsgister.

Shares held through fungible securities accounishearansferred in accordance with customary phoes for the transfer of securities in
book-entry form. Shares that are not held througifyible securities accounts may be transferredssitten statement of transfer signed by
both the transferor and the transferee or thepeaets/e duly appointed attorney-in-fact and recdriteour shareholders’ register. The transfer
of shares may also be made in accordance withrthaspns of Article 1690 of the Luxembourg Civib@e. As evidence of the transfer of
registered shares, we may also accept any corrdspoe or other documents evidencing the agreeneénebn transferor and transferee as to
the transfer of registered shares.

Fortis Banque Luxembourg S.A. maintains our shddste’ register.
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Limitation on Securities Ownership

There are no limitations currently imposed by Lukenrg law or the articles of association on thétsgf our non-resident shareholders to
hold or vote our shares.
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Change in Control

Our articles of association do not contain any jsion that would have the effect of delaying, defey or preventing a change in control of the
Company and that would operate only with respeettiwerger, acquisition or corporate restructurimglving the Company. In addition, the
Company does not know of any significant agreementgher arrangements to which the Company isty pad which take effect, alter or
terminate in the event of a change of control ef@ompany.

There are no rights associated with the Comparhdses other than those described above.

C. Material Contracts

For a summary of any material contract enteredbgtas outside of the ordinary course of businessd the last two years, see Item 4.
“Information on the Company”.

D. Exchange Controls

Many of the countries which are important marketsus or in which we have substantial assets histertes of substantial government
intervention in currency markets, volatile exchangtes and government-imposed currency controles&linclude Argentina, Brazil, Mexico,
Romania and Venezuela. Venezuela and Argentina éxesleange controls or limitations on capital flowsluding requirements for the
repatriation of export earnings, in place.

Venezuela

Venezuela imposed the current system of exchangeoatrols in 2003. The Foreign Currency Admiristm Commission, or CADIVI, was
created for the purpose of administering the nesharge control regime. Under the current exchaongéal regime, all purchases and sales of
foreign currencies must take place with the Venkzueentral bank. The Ministry of Finance, togethéh the Venezuelan Central Bank, is
responsible for setting the official exchange rdtesveen the Venezuelan Bolivar and the U.S. daltar other currencies. Currently, the
exchange of the Bolivar, which was last set in M&2005, is fixed at Bs. 2150 to the U.S. dollargarchase operations.

Argentina

Since 2002, the Argentine government has maintedriietirty” float of the peso. The Argentine CentBdnk has since intervened actively to
keep the peso from appreciating in real termsrdieioto reduce volatility in the exchange rate saveiles and regulations have been
introduced by the Argentine Government since theliPiEmergency Law of January 2002. The followingitations apply to the transfer of
currency in and out of Argentina:

» inflows for the purpose of investments in the calpitarkets must post a r-transferable, nc-remunerative deposit denominated in L
dollars for an amount equal to 30% of the undeg\tiansaction. This deposit shall be held for agueof 365 calendar days and may not
be used as collateral in any credit transac!

» inflows and outflows of foreign currency into theeal exchange market, and indebtedness transattjologal residents that may resul
a foreign currency payment to r-residents, must be registered with the Argentinet@éBank;and

« funds from export revenues or financial loans nee@iwhich are credited in foreign currency oversaast be converted into local
currency and credited to a local banking accouttiiwia specific period of time
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Some of these requirements do not apply to fore@phe and export finance related transactionsadre primary placement of publicly traded
securities listed in one or more exchange markets.

E. Taxation

The following discussion of the material Luxemboargl United States federal income tax consequefaasinvestment in our ADSs is bas
upon laws and relevant interpretations thereoffiacé as of the date of this annual report, alvbich are subject to change. This discussion
does not address all possible tax consequencemgela an investment in our ADSs, such as thectaasequences under United States stat
local tax laws.

Grand Duchy of Luxembourg
This section describes the material Luxembourgtmsequences of owning or disposing of ADSs.

You should consult your own tax adviser regardhmgltuxembourg tax consequences of owning and digpoSADSS in your particular
circumstances.

Holding company statu

The tax treatment described below results fromakestatus of the Company as a holding companyruheédaw of July 31, 1929 and the
“billionaire” provisions relating thereto.

Following a decision by the European Commissioa,@nand-Duchy of Luxembourg has terminated its 119@ding company regime,
effective January 1, 2007. However, under the imeleting legislation, pre-existing publicly-listedrapanies —including us— are entitled to
continue benefiting from their current tax regimgiiDecember 31, 2010.

Ownership and disposition of the Company’s ADSs

Holders of the Company’s ADSs will not be subjectixembourg income tax, wealth tax or capital gdax in respect of those ADSs, except
for:

. individual residents of Luxembourg, entities orgaeal in Luxembourg or entities domiciled or havingeamanent establishment in
Luxembourg. For purposes of Luxembourg tax law, gmideemed to be an individual resident in Luxamngposubject to treaty
provisions, if you have your domicile or your uspkdce of residence in Luxembourg,

. nor-resident holders are taxed with respect to theodisipn of the Compar’'s ADSs held for six months or less if such -resident
holder has owned alone, or together with his spouseinor children, directly or indirectly at anyne during the five years preceding the
date of disposition more than 10% of the Com|'s share capital, ¢

. nor-resident holders are taxed with respect to theodisipn of the Compar’'s ADSs held for six months or more (x) if such -resident
holder has owned alone, or together with his spouseinor children, directly or indirectly, at atiyne during the five years preceding
date of disposition, more than 10% of the Compsusyiare capital and (y) was a Luxembourg resideqpatyer for more than 15 years
has become a n-resident tax payer less than 5 years before theanbaof disposition of the ADS

No inheritance tax is payable by a holder of thenBanys ADSs except if the deceased holder was a resafdruxembourg at the time of
death.

There is no Luxembourg transfer duty or stamp taxhe purchase or disposition of the ADSs.

83



Table of Contents

Dividends received on the Compé’'s ADSs by non-Luxembourg resident holders

No withholding tax applies in Luxembourg on dividisrdistributed by the Company. No taxes apply irdmbourg on dividends received
holders who are not resident in Luxembourg and ddnaot maintain a permanent establishment in Luwampto which the holding of the
ADSs is effectively connected.

United States federal income taxation

This section describes the material United Stagdserfal income tax consequences to a U.S. holdelefaged below) of owning ADSs. It
applies to you only if you hold your ADSs as calpitssets for tax purposes. This section does ry ap you if you are a member of a special
class of holders subject to special rules, inclgdin

* adealerin securitie

* abank,

» atrader in securities that elects to use a -to-market method of accounting for securities holdji

* ata-exempt organizatior

» aperson who invests through a |-through entity, including a partnersh

» alife insurance compan

* aperson liable for alternative minimum t;

» aperson that actually or constructively owns 10%nore of the Compar’'s voting stock or its ADS:

» aperson that holds ADSs as part of a straddlehedging or conversion transactior

» aperson whose functional currency is not the ddBar.
This section is based on the Internal Revenue ©6d686, as amended, its legislative history, éxisand proposed regulations, published
rulings and court decisions, as well as on thermedax Treaty between Luxembourg and the UniteteStghe “Treaty”). These laws are

subject to change, possibly on a retroactive basiaddition, this section is based in part upanrigpresentations of the depositary and the
assumption that each obligation in the depositegent and any related agreement will be performett¢ordance with its terms.

If a partnership holds the ADSs, the tax treatnodet partner will generally depend upon the stafithe partner and the activities of the
partnership. Each such partner holding the AD$sded to consult his, her or its own tax advisor.

You are a U.S. holder if you are a beneficial owofeADSs and you are:
» acitizen or resident of the United Stat
* adomestic corporatiol
» an estate whose income is subject to United Statiesal income tax regardless of its souor

« atrustif a United States court can exercise piyrsapervision over the tr’s administration and one or more United Statesops
are authorized to control all substantial decisiohthe trust
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In general, and taking into account the earlieusggions, for United States federal income tax pses, if you hold ADRs evidencing ADSs,
you will be treated as the owner of the sharesesgted by those ADRs. Exchanges of shares for ABRREADRS for shares, generally v
not be subject to United States federal income tax.

Taxation of dividends

Under the United States federal income tax lawd,saject to the passive foreign investment compani?FIC, rules discussed below, if you
are a U.S. holder, the gross amount of any dividbedCompany pays out of its current or accumulatedings and profits (as determined for
United States federal income tax purposes) is subjeUnited States federal income taxation. If yoe a non-corporate U.S. holder, dividends
paid to you in taxable years beginning before Jania2011 that constitute qualified dividend inamill be taxable to you at a maximum tax
rate of 15% provided that you hold the shares oBAbr more than 60 days during the 121-day pdyeginning 60 days before the ex-
dividend date and meet other holding period requénats. Dividends the Company pays with respedi¢cdDSs generally will be qualified
dividends.

You must include any Luxembourg tax withheld frdme tividend payment in this gross amount even thguy do not in fact receive it. The
dividend is taxable to you when you, in the casshaires, or the depositary, in the case of ADSsgjve the dividend, actually or
constructively. The dividend will not be eligiblerfthe dividends-received deduction generally aldwo United States corporations in respect
of dividends received from other United States ocapons. Distributions in excess of current ancuaculated earnings and profits, as
determined for United States federal income tayppses, will be treated as a non-taxable returrapital to the extent of your basis in the
ADSs and thereafter as capital gain.

Subiject to certain limitations, any Luxembourg véthheld in accordance with the Treaty and paidragd_uxembourg will be creditable
against your United States federal income taxlitgbSpecial rules apply in determining the foreigx credit limitation with respect to
dividends that are subject to the maximum 15% a4 rTo the extent a refund of the tax withheldviailable to you under Luxembourg law or
under the Treaty, the amount of tax withheld teatfundable will not be eligible for credit agaigeur United States federal income tax
liability.

Dividends will be income from sources outside théted States, but dividends paid in taxable yeagsrining before January 1, 2007 genet
will be “passive” or “financial servicedghcome, and dividends paid in taxable years begmaiter December 31, 2006 will, depending on
circumstances, be “passive” or “general” incomeachihin either case, is treated separately fromrdtfpes of income for purposes of
computing the foreign tax credit allowable to you.

Taxation of capital gains

Subject to the PFIC rules discussed below, if yeuaal.S. holder and you sell or otherwise dismdg@ur ADSs, you will recognize capital

gain or loss for United States federal income tasppses equal to the difference between the Ul&ard@lue of the amount that you realize
and your tax basis, determined in U.S. dollaryoar ADSs. Capital gain of a non-corporate U.Sdeothat is recognized before January 1,
2011 is generally taxed at a maximum rate of 15%relthe holder has a holding period greater thanyear. The gain or loss will generally
income or loss from sources within the United $téte foreign tax credit limitation purposes.

PFIC rules

Based on the Company’s expected income and agigsthighly unlikely that the ADSs will be treated stock of a PFIC for United States
federal income tax purposes, but this conclusianfactual determination that is made annuallythod may be subject to change. If the
Company were to be treated as a PFIC, unless ahOl&r elects to be taxed annually on a markitoket basis with respect to the ADSs, ¢
realized on the sale or other disposition of yolxS& would in general not be treated as capital. gagtead, if you are a U.S. Holder, you
would be treated as if you had realized such gaihcartain “excess distributions” ratably over ybotding period for the ADSs and would be
taxed at the highest tax rate in effect for eaathsiear to which the gain was allocated,
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together with an interest charge in respect otdlettributable to each such year. With certaicepxions, your ADSs will be treated as stoc

a PFIC if the Company were a PFIC at any time duyiour holding period in your ADSs. Dividends tlyau receive from the Company will
not be eligible for the special tax rates applieabl qualified dividend income if the Company wsatied as a PFIC with respect to you either in
the taxable year of the distribution or the prengdaxable year, but instead will be taxable agapplicable to ordinary income.

F. Dividends and Paying Agent:
Not applicable

G. Statement by Experts
Not applicable

H. Documents on Display

We are required to file annual and special repamts other information with the SEC. You may read eopy any documents filed by the
Company at the SEC’s public reference room at 18réet, N.E., Room 1580 Washington, D.C. 20548a$¥ call the SEC at 1-800-SEC-
0330 for further information on the public referemoom. The SEC also maintains a website at hitww.sec.gov which contains reports and
other information regarding registrants that fikecgronically with the SEC.

We are subject to the reporting requirements oBkehange Act of 1934, as applied to foreign pevasuers. Because we are a foreign private
issuer, the SEC’s rules do not require us to defiwexy statements or to file quarterly reportsatidition, our “insiders” are not subject to the
SEC'’s rules that prohibit short-swing trading. Wepgare quarterly and annual reports containingaateted financial statements. Our annual
consolidated financial statements are certifiedubyndependent accounting firm. We submit quartnigncial information with the SEC on
Form 6-K simultaneously with or promptly followirige publication of that information in Luxemboungamy other jurisdiction in which our
securities are listed, and will file annual repantsForm 20-F within the time period required bg 8EC, which is currently six months from

the close of the fiscal year on December 31. Theseterly and annual reports may be reviewed aS#@'s Public Reference Room. Reports
and other information filed electronically with tis&C are also available at the SEC’s website.

As a foreign private issuer under the Securitieg Wwe are not subject to the proxy rules of Secfidrof the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”) or the insstiert-swing profit reporting requirements of $aetl6 of the Exchange Act.

The Company has appointed JPMorgan Chase to dejpasitary for its ADSs. During the time there dome to be ADSs deposited with the
depositary, it will furnish the depositary with:

. our annual reportaand

. summaries of all notices of sharehol¢ meetings and other reports and communicationsatieatnade generally available to-
Compan'’s shareholder:

The depositary will, as provided in the depositeagnent, arrange for the mailing of summaries inliEh@f the reports and communications to
all record holders of our ADSs. Any record holdEA®Ss may read the reports, notices or summahieebf, and communications at the
depositary’s office located at One Chase Manhdtama, New York, New York 10081.

Whenever a reference is made in this annual réparicontract or other document, please be awatestith reference is not necessarily
complete and that you should refer to the exhibit$ are a part of this annual report for a copthefcontract or other document. You may
review a copy of the annual report at the SEC’dipubference room in Washington, D.C.
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l. Subsidiary Information
Not applicable

ltem 11.  Quantitative and Qualitative Disclosure about Marke Risk

The multinational nature of our operations and @ustr base expose us to a variety of risks, inctyttie effects of changes in foreign currency
exchange rates, interest rates and, to a limitegh&xcommodity prices. In order to attempt to @the impact related to these exposures,
management evaluates exposures on a consolidatextbdake advantage of natural exposure nefiaga portion of the residual exposure

the different currencies, we may enter into varidagvative transactions covering all or part agrth Such derivative transactions are executed
in accordance with internal guidelines in areahsagccounterparty exposure and hedging practicesd®hot use derivative financial

instruments for trading or other speculative pugsos

Debt Structure

The following tables provide a breakdown of ourtdebtruments at December 31, 2006 and 2005 whicluded fixed and variable interest

rate obligations, detailed by currency and matudde:

At December 31, 200t

Expected maturity date

Non-current Debt
Fixed rate
Floating rate

Current Debt
Fixed rate
Floating rate

At December 31, 2005

2007 2008 2009 2010 2011

Thereafter  Total @

(in thousands of U.S. dollars’

— 2,13¢ 142t 1,38 1,31/
— 802,360 924,04: 568,33¢ 506,37¢

222,61( — — — —
571,58 — — — —

13,63¢ 19,89(
36,031 2,837,15

— 222,61(
— 571,58

794,19° 804,49 925,46¢ 569,72 507,69:

49,66¢ 3,651,224

Expected maturity date

Non-current Debt
Fixed rate
Floating rate

Current Debt
Fixed rate
Floating rate

2006 2007 2008 2009 2010

Thereafter _ Total

(in thousands of U.S. dollars)

— 523t 7,04: 6,63t 6,79¢
— 151,28t 201,63! 153,44: 81,72¢

112,06 — — — —
220,11¢ — — — —

20,39¢ 46,11(
43,91 632,00:

— 112,06
— 220,11¢

332,18( 156,52 208,67¢ 160,08: 88,52

64,31( 1,010,29.

(1) As most borrowings are based on floating ritias approximate market rates, or contractual cagyioccurs every 3 to 6 months, the fair
value of the borrowings approximates its carryingpant and is not disclosed separat

The average interest rates shown below were cadzlilesing the rates set for each instrument iodtsesponding currency and weighted using
the dollar-equivalent outstanding principal amoofgaid instruments at December 31, 2006 and ZDB&se rates reflect the upward trend in

the reference rates.

Bank borrowings
Debentures and other loa
Finance lease liabilitie

2006
6.12%
5.5(%
3.71%

2005
5.14%
4.51%
3.14%



Table of Contents

Total Debt by Currency at December 31, 2006:

Functional Currency

US$ MXP EUR CAD VEB COP BRL JPY _ RON Total
(in thousands of U.S. dollars’

Debt denominated in:
Uss$ 2,015,420 1,028,62: 241,26¢ 101,60: 58,527 28,99¢ 3,65¢ — 86C 3,478,95:
EUR 3C — 115,77¢ — — — — — 6,12 121,92¢
BRL — — — — — — 25,93¢ — — 25,93¢
JPY — — — — — — — 17,53¢ — 17,53¢
Other 5,20¢ — — 857 13 807 — — 2 6,88¢

2,020,65' 1,028,62: 357,04: 102,46( 58,54( 29,80% 29,59« 17,53¢ 6,98% 3,651,24.

Interest Rate Risk

Fluctuations in market interest rates create aadegf risk by affecting the amount of our inteqggyments and the value of our fixed rate debt.
Most of our long-term borrowings are at variableesa At December 31, 2006, we had long-term veagiatierest rate debt of $2,837,156 and
short-term variable interest rate debt of $571,98iese variable rate debts expose us to the risicofased interest expense in the event of
increases in interest rates.

On certain occasions, we have entered into inteadstderivative instruments in which we agreextthange with the counterparty, at specified
intervals, the difference between fixed and vagabterest amounts calculated by reference to eeedgupon notional amount.

Interest Rate Swayj
At December 31, 2006 and 2005, we had variablegsteate swap arrangements according to the folgpachedule:
Fair

Total Value
(in thousands of U.S. dollars)

At December 31, 200t

Variable to fixed

Contract Amount (EUR 16,10: (232)
Average pay rat 5.17%
Average receive rat Euribor 6V
Fair
At December 31, 200! Total Value

(in thousands of U.S. dollars)
Variable to fixed

Contract Amount (EUR 28,73¢ (921
Average pay rat 4.92%

Average receive rat Euribor 6V

Contract Amount (US$ 100,00 2,22¢
Average pay rat 3.9¢%

Average receive ral Libor 3M
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Interest Rate Collar
At December 31, 2006 and 2005 we had variabledsteate collar agreements according to the foligweichedule:

At December 31, 2006 Total Fair Value
(in thousands of U.S. dollars)

Variable to fixed

Contract Amount (US$ 1,500,001 71z
Average floor 4.32%
Average caj 5.4(%
Reference rat Libor 6M
At December 31, 2005 Total Fair Value

(in thousands of U.S. dollars
Variable to fixed

Contract Amount (US$ 200,00( 1,41:
Average floor 3.91%

Average caj 4.2%

Average Step Ot 6.0(%

Reference rat Libor 3M

In April 2006, as cash and equivalents exceedet] debrest rate derivatives (swaps and collarspfoaggregate notional amount of $300
million were unwound, resulting in a positive casfiow of $ 6.4 million.

Foreign exchange rate risk

We manufacture our products in a number of countti|d sell them through a number of companiesdddhiroughout the world and as a
result we are exposed to foreign exchange rate\Wskuse forward contracts in order to neutralimeriegative impact of fluctuations in the
value of currencies other than the U.S. dollar.8se a number of subsidiaries have functional nares other than the U.S. dollar, the results
of hedging activities as reported in the incoméesteent under IFRS may not fully reflect managenseassessment of its foreign exchange risk
hedging needs.

Foreign Currency Derivative Contrac
At December 31, 2006 and 2005, Tenaris was partyréagn currency forward agreements as detaildolbe

At December 31, 2006 2007 2008 Total Fair Value
(in thousands of U.S. dollars)

Forwards

US$/Euro(Euro forward purchase

Contract Amoun 6,51¢ 5,33¢ 11,85 87C
Average contractual Exchange r 1.229% 1.229° 1.229°

JPY/US$ (Japanese forward purcha:
Contract Amoun 97,88¢ 97,88¢ (1,229
Average contractual Exchange r 116.534 116.534

CAD/US$ (Canadian dollar forward sal
Contract Amoun (39,649 (39,64¢) 31¢
Average contractual Exchange r 1.155¢ 1.155¢

ARS/US$ (Argentine peso forward sal
Contract Amoun (15,680 (15,680 (359
Average contractual Exchange r 3.119¢ 3.119:

KWD/US$ (Kuwaiti Dinar forward sales
Contract Amoun (73,219 (73,219 (370
Average contractual Exchange r 0.291( 0.291(
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At December 31, 200t 2006 2007 2008 Total Fair Value
(in thousands of U.S. dollars)

Forwards

US$/Euro(Euro forward purchase
Contract Amoun 28,31¢ 5,84C 4,77¢ 38,931 (1,502
Average contractual Exchange r 1.249¢ 1.2297 1.229; 1.244«

JPY/US$ (Japanese forward purcha:
Contract Amoun 130,31¢ 130,31¢ (3,579
Average contractual Exchange r 113.701 113.701

BRL/US$ (Brazilian real forward sale
Contract Amoun (6,410 (6,410 8
Average contractual Exchange r 2.381¢ 2.381¢

ARS/US$ (Argentine peso forward purchas
Contract Amoun 59,32¢ 59,32« (2,18¢)
Average contractual Exchange r 3.003! 3.003:

KWD/US$ (Kuwaiti Dinar forward sales
Contract Amoun (39,739 (39,739 (118
Average contractual Exchange r 0.295! 0.295:

Accounting for Derivative Financial Instruments and Hedging Activities

Derivative financial instruments are initially repguzed in the balance sheet at cost as of the ttatteand subsequently remeasured at fair
value. As a general rule, we recognize the full ameelated to the change in fair value of deriafinancial instruments under financial

results in the current period.

Beginning January 1, 2006, we have adopted hedgriating treatment, as stated in IAS 39, for cartpialifying financial instruments. These

transactions are classified as cash flow hedgemyrmzurrency forward contracts on highly probafileecast transactions and interest rate
swaps and collars). The effective portion of tHealue of derivatives that are designated andifyuas cash flow hedges is recognized in
shareholders equity. Amounts accumulated in sh&tel®equity are recognized in the income staterimethite same period than any offsetting
losses and gains on the hedged item. The gairssrédating to the ineffective portion is recogdismmediately in the income statement. The
fair value of our derivative financial instrumei(gsset or liability) continues to be reflected ba Balance Sheet.

For transactions designated and qualifying for leegigcounting, we document at the inception of iduesaction the relationship between
hedging instruments and hedged items, as welsagsk management objective and strategy for uallieng various hedge transactions. We

document our assessment, both at hedge inceptiboraan ongoing basis, of whether the derivatitias are used in hedging transactions are

expected to be effective in offsetting changesashcflows of hedged items. At December 31, 2006 effective portion of designated cash
flow hedges, included in other reserves in shaddrsl equity amounted to $2.1 million.

We do not hold or issue derivative financial instents for speculative trading purposes.

Concentration of credit risk

No single customer comprised more than 10% of etisales in 200¢
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Our credit policies related to sales of producis services are designed to identify customers adtteptable credit history, and to allow us to
require the use of credit insurance, letters odiiti@nd other instruments designed to minimize itrégk whenever deemed necessary. We
maintain allowances for potential credit losses.

Commodity Price Sensitivity

We use commodities and raw materials that are sutgjeorice volatility caused by supply conditiopsjitical and economic variables and
other unpredictable factors. As a consequence revexposed to risk resulting from fluctuationshe prices of these commaodities and raw
materials. Although we fix the prices of such raaterials and commodities for short-term periodgidslly not in excess of one year, in
general we do not hedge this risk. In the past axesloccasionally used commodity derivative instmitsi¢o hedge certain fluctuations in the
market prices of raw material and energy.

Item 12.  Description of Securities Other Than Equity Securites
Not applicable
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PART Il
ltem 13.  Defaults, Dividend Arrearages and Delinquencie
Not applicable

Item 14.  Material Modifications to the Rights of Security Hdders and Use of Proceed
Not applicable

Iltem 15. Controls and Procedures
Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our Chief Executive ¢ffiand Chief Financial Officer, we he
evaluated the effectiveness of the design and tparaf our disclosure controls and proceduress(ach term is defined in Rules 13a-15(e) and
15d-5(e) under the Securities Exchange Act of 1834)f December 31, 2006. Based on that evaluationChief Executive Officer and Chief
Financial Officer have concluded that, as of Decein#d, 2006, our disclosure controls and procedare®ffective to ensure that information
required to be disclosed by us in the reports leeoli submit under the Exchange Act is recordedcgssed, summarized and reported within
the time periods specified in the SEC's rules awdché and to ensure that such information is accatadland communicated to management,
including our Chief Executive Officer and Chief kirtial Officer, to allow timely decisions regardiregjuired disclosure. Our disclosure
controls and procedures are designed to provid®nadble assurance of achieving their objectives.Chief Executive Officer and Chief
Financial Officer have concluded that our disclestwntrols and procedures are effective at a reddemssurance level.

Management'’s report on internal control over finandal reporting

Management is responsible for establishing and taigiimg adequate internal control over financiglaging. Tenaris’s internal control over
financial reporting was designed by managementdwige reasonable assurance regarding the retiabilifinancial reporting and the
preparation and fair presentation of its finanstatements for external purposes in accordancelntighnational Financial Reporting Standa
including the reconciliations required under US GAA

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements or omissions. In addition,
projections of any evaluation of effectivenessumfe periods are subject to the risk that contmdy become inadequate because of chanc
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

Management conducted its assessment of the ef@etbs of Tenaris’s internal control over finanoggdorting based on the framework in
Internal Control—Integrated Frameworissued by the Committee of Sponsoring Organizatidrike Treadway Commission.

Based on this assessment, management has conthaddenaris’s internal control over financial refig, as of December 31, 2006, is
effective to provide reasonable assurance regattimgeliability of financial reporting and the peeation of financial statements for external
purposes.

As allowed under certain SEC guidance, managemassessment of internal control over financial répg excludes the operations of
Maverick Tube Corporation and its subsidiaries,alihivere acquired in a purchase business combiniatiOttober 2006. These operations
constituted, prior to giving effect to the elimiimat in consolidation of intercompany transactiond galances, US$ 4.257 million of total as:
and US$ 432 million of total revenues.
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Management’s assessment of the effectiveness @afri&ninternal control over financial reporting@sDecember 31, 2006 has been audited
by Price Waterhouse & Co SRL, an independent regidtpublic accounting firm, as stated in theiorépcluded herein. See “Report of
Independent Registered Public Accounting Firm”.

Changes in internal control over financial reporting

During the period covered by this report, thereenss changes in our internal control over finangglorting (as such term is defined in Rules
13a-15(f) and 15d-15(f) under the Securities Exgeafsict of 1934) that have materially affected, i@ @easonably likely to materially affect,
our internal control over financial reporting.

ltem 16.A. Audit Committee Financial Expert

Our board of directors has determined that thetanodnmittee members do not meet the attributesidéfin Iltem 16A of Form 20-F for “audit
committee financial experts”. However, it has coeld that the membership of the audit committes\&hole has sufficient recent and
relevant financial experience to properly dischatgéunctions. In addition, the audit committemrh time to time and as it deems necessary,
engages persons that meet all of the attributas ¢dudit committee financial expert” as consulant

Iltem 16.B. Code of Ethics

In addition to the general code of ethics that igspto all of our employees, we have adopted a obeéthics that applies specifically to our
principal executive officers, and principal finaalcand accounting officer and controller, as welparsons performing similar functions.

The text of our code of ethics for senior officeyposted on our web site at: www.tenaris.com/emeditors/ corporategovernance.asp.

Iltem 16.C. Principal Accountant Fees and Service

Fees Paid to the Compeg’s Principal Accountant

In 2006 and 2005 PricewaterhouseCoopers servdwgsincipal external auditor for the Company. Fe@gable to PricewaterhouseCooper
2006 and 2005 are detailed below.

For the year ended Dec. 31

Thousands of U.S. dollars 2006 2005
Audit Fees 4,287 2,32¢
Audit-Related Fee 211 1,037
Tax Fees 54 191
All Other Fees — —
Total 4,54¢ 3,55:

Audit Fees

Audit fees were paid for professional services ezad by the auditors for the audit of the constdiddinancial statements and internal control
over financial reporting of the Company, the statyfinancial statements of the Company and itsglidries, and any other audit services
required for US Securities and Exchange Commissiasther regulatory filings.
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Audit-Related Fees

Audit-related fees are typically services thatr@@sonably related to the performance of the aud#view of the consolidated financial
statements of the Company and the statutory fimhstitements of the Company and its subsidiaridsage not reported under the audit fee
item above. This item includes fees for attestasiervices on financial information of the Compang &s subsidiaries included in their annual
reports that are filed with their respective retis. This item also includes fees for advice wébpect to Section 404 of the Sarbanes-Oxley
Act preparedness.

Tax Fees
Tax fees paid for tax compliance professional sewi

All Other Fees
In 2006 and 2005, PricewaterhouseCoopers did e any services other than those described above

Audit Committe’s Pre-approval Policies and Procedures

The Company’s audit committee is responsible forplag other things, the oversight of the Companytependent auditors. The audit
committee has adopted in its charter a policy efgoproval of audit and permissible non-audit @mwviprovided by its independent auditors.

Under the policy, the audit committee makes it®nemendations to the shareholders’ meeting conagithia continuing appointment or
termination of the Company’s independent auditors.a yearly basis, the audit committee reviewsttagewith management and the
independent auditor, the audit plan, audit relsedices and other non-audit services and apptbeaslated fees. Any changes to the
approved fees must be reviewed and approved bgutlié committee. In addition, the audit committeéedates to its Chairman the authorit
consider and approve, on behalf of the Audit Cortesjtadditional non-audit services that were nobgaized at the time of engagement,
which must be reported to the other members obtltit committee at its next meeting. No serviceside the scope of the audit committee’s
approval can be undertaken by the independentaudit

The audit committee did not approve any fees puntsieathede minimisexception to the pre-approval requirement provioggaragraph (c)(7)
()(C) of Rule 2-01 of Regulation S-X during 20062005.

Item 16.D. Exemptions from the Listing Standards for Audit Committees
Not applicable

Item 16.E. Purchases of Equity Securities by the Issuer and fiiated Purchasers

In 2006, to our knowledge, there were no purchasesy class of registered equity securities ofGloenpany by the Company or any
“affiliated purchaser” (as such term is definedrinle 10b-18(a)(3) under the Securities ExchangeoAt034).

In 2005, to our knowledge, the following purchasésur equity securities were carried out by Sansfa, an “affiliated purchaser”:

Total Number of Shares
Purchased as Part of Publicl

Total Number Average Price Paic
Period of ADS Purchase( Per ADS ($/ADS) Announced Plan or Program
June 200¢ 223,90( $ 76.7: —
July 2005 12,80( $ 78.4: —
Total 2005 236,70( $ 76.82 —
Share Equivalent 2,367,001 $ 7.6¢ —
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The purchases were made through open-market ttiorsaand are not part of a publicly announced oy

However, in the future, we may, with the approviabor shareholders, initiate a stock repurchasgroilar program or engage in other
transactions pursuant to which we would repurchdisectly or indirectly, the Company’s ordinary sés, ADSs or both. In addition, we or our
subsidiaries may enter into transactions invohpogchases of derivatives or other instruments véthrns linked to the Company’s ordinary
shares, ADSs or both. The timing and amount of i@pase transactions under any such program, ohases of derivatives or other
instruments, would depend on market conditions elsag other corporate and regulatory consideration

PART Il
Item 17.  Financial Statements
We have responded to Item 18 in lieu of responttirtiis Item.

Item 18.  Financial Statements
See pages F-1 through F-62 of this annual report.

Iltem 19. Exhibits

m Description

1.1 Updated and Consolidated Articles of Associatioff efaris S.A., dated as of June 6, 2

2.1 Deposit Agreement entered into between Tenaris &4.JPMorgan Chase Bank as amenc

7.1 Statement Explaining Calculation of Rat

8.1 List of Subsidiaries of Tenaris S..

12.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 200z
12.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 200z
13.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 200z
13.2 Certification of Chief Financial Officer pursuant $ection 906 of the Sarba-Oxley Act of 200z

* The Deposit Agreement is incorporated by refereéadbe Registration Statement on For-4, filed by Tenaris S.A. on September 18, 2
(File No. 333-99769) and its Amendment No. 1 ioiporated by reference to the Registration Stat¢mefrorm F-6 EF, filed by Tenaris
S.A. on April 10, 2006 (File No. 3-133159).

95



Table of Contents

Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

TENARIS S.A.

CONSOLIDATED
FINANCIAL STATEMENTS

For the years ended December 31, 2006, 2005 and 200

46a, Avenue John F. Kennedy — 2nd Floor.
L — 1855 Luxembour



Table of Contents

Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

TENARIS S.A.
Index to financial statements

Consolidated Financial Statements

Report of Independent Registered Public Accourf&imm

Consolidated income statements for the years eDdedmber 31, 2006, 2005 and 2(
Consolidated balance sheets as of December 31,8Q0D800¢

Consolidated statements of changes in equity ®y#ars ended December 31, 2006, 2005 and
Consolidated cash flow statements for the yearseimecember 31, 2006, 2005 and 2

Notes to the consolidated financial statem:



Table of Contents

Report of Independent Registered Public Accountingdrirm

To the Board of Directors and Shareholders of
Tenaris S.A.

We have completed an integrated audit of TenaAssS2006 consolidated financial statements aniisahternal control over financial
reporting as of December 31, 2006 and audits &fd65 and 2004 consolidated financial statemerasdordance with the standards of the
Public Company Accounting Oversight Board (Unitedt&s). Our opinions, based on our audits, areepted below.

Consolidated financial statements

In our opinion, the accompanying consolidated badasheets and the related consolidated statemantarhe, of cash flows and of changes in
equity present fairly, in all material respectsg fimancial position of Tenaris S.A. and its sulmigs at December 31, 2006 and 2005, and the
results of their operations and their cash flowsefach of the three years in the period ended Deeefil, 2006 in conformity with

International Financial Reporting Standards. THesmncial statements are the responsibility of@rmenpany’s management. Our responsibility
is to express an opinion on these financial statésngased on our audits. We conducted our auditsese statements in accordance with the
standards of the Public Company Accounting Ovetdiglard (United States). Those standards requatevie plan and perform the audit to
obtain reasonable assurance about whether thecfalatatements are free of material misstatemfemaudit of financial statements includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesp@ssessing the accounting principles used
and significant estimates made by management, \eaddating the overall financial statement preséoatWe believe that our audits provide a
reasonable basis for our opinion.

International Financial Reporting Standards vargertain significant respects from accounting pples generally accepted in the United
States of America. Information relating to the matand effect of such differences is presentedatedl33 and 34 to the consolidated financial
statements.

Internal control over financial reporting

Also, in our opinion, management’s assessment,daz in “Management’s Report on Internal ControkOkinancial Reporting” appearing
under Item 15, that the Company maintained effedtiternal control over financial reporting as efd@mber 31, 2006 based on criteria
established imnternal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidriee Treadway Commission
(COS0), is fairly stated, in all material respeb@sed on those criteria. Furthermore, in our opinihe Company maintained, in all material
respects, effective internal control over financegorting as of December 31, 2006, based on ierigstablished itnternal Control—

Integrated Frameworissued by the COSO. The Company’s managementpsmeible for maintaining effective internal contoder financial
reporting and for its assessment of the effectigerd internal control over financial reporting.rQesponsibility is to express opinions on
management’s assessment and on the effectivenéss 6bmpany’s internal control over financial repw based on our audit. We conducted
our audit of internal control over financial repog in accordance with the standards of the Pubtimpany Accounting Oversight Board
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout whether effective internal
control over financial reporting was maintaineclhmaterial respects. An audit of internal conteér financial reporting includes obtaining
an understanding of internal control over financggdorting, evaluating management’s assessmetihgemsd evaluating the design and
operating effectiveness of internal control, andgrening such other procedures as we consider sacgi the circumstances. We believe that
our audit provides a reasonable basis for our op#i

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyesaktepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (i) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

As described in “Management’s Report on Internaht@s Over Financial Reporting” management hasudetl Maverick Tube Corporation
(and its subsidiaries) from its assessment of matlecontrol over financial reporting as of DecemBg&y 2006 because it was acquired by the
Company in a purchase business combination in @ctdb06. We have also excluded Maverick Tube Ceatjr (and its subsidiaries) from
our audit of internal control over financial repog. Maverick Tube Corporation (and its subsidigyiis a wholly-owned subsidiary whose total
assets and total revenues, prior to giving effe¢hé elimination in consolidation of intercompargnsactions and balances, amount to $
4,257 million and $ 432 million, respectively, bktrelated consolidated financial statement amoastsf and for the year ended December 31,
2006.

Buenos Aires, June 28, 2007

PRICE WATERHOUSE & CO. S.R.1

by /s/ Daniel A. Lopez Lado (Partner)
Daniel A. Lopez Lad«
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CONSOLIDATED INCOME STATEMENTS

Year ended December 31

(all amounts in thousands of U.S. dollars, unlesdhlerwise stated) Notes 2006 2005 2004
Continuing operations
Net sales 1 7,727,74"  6,209,79.  3,718,19:
Cost of sale: 2 (3,884,22) (3,429,36) (2,378,47)
Gross profit 3,843,51¢ 2,780,421  1,339,71!
Selling, general and administrative exper 3 (1,054,800 (832,31) (661,221
Other operating incom 5 (i) 13,073 12,39¢ 152,59:
Other operating expens 5 (ii) (9,304 (14,595 (25,42¢)
Operating income 2,792,481  1,945,91 805,65¢
Interest incomt 6 60,79¢ 23,81t 14,23¢
Interest expens 6 (92,57¢) (52,629 (46,16))
Other financial result 6 26,82¢ (79,777 38,30«
Income before equity in earnings of associated corapies and income ta 2,787,53. 1,837,322 812,03
Equity in earnings of associated compai 7 94,66 117,37 206,14
Income before income tay 2,882,20. 1,954,70. 1,018,17
Income tax 8 (869,97) (567,369 (217,226
Income for continuing operations 2,012,22.  1,387,33! 800,95:
Discontinued operations (see Note 3!
Income (loss) for discontinued operatic 47,18( 3 4,02¢
Income for the Year 2,059,40. 1,387,33 804,98:
Attributable to (1):
Equity holders of the Compat 1,945,31. 1,277,54 784,70:
Minority interest 114,09( 109,78! 20,27¢
2,059,40. 1,387,33 804,98:
Earnings per share attributable to the equity holdes of the Company during year
Weighted average number of ordinary shares (thals): 1,180,53° 1,180,53°  1,180,50
Earnings per share (U.S. dollars per sh 9 1.6t 1.0¢ 0.6€
9 3.3C 2.1¢ 1.3¢

Earnings per ADS (U.S. dollars per AD

(1) Prior to December 31, 2004 minority interess\wgaown in the income statement before net incasmegquired by International Financial
Reporting Standards (“IFRS”) in effect. For yeaeginning on or after January 1, 2005, Internatidx@dounting Standards (“IAS”) 1
(revised) requires that income for the year as shomwthe income statement to not exclude minonitgrest. Earnings per share, howe
continue to be calculated on the basis of net irecattributable solely to the equity holders of @@mpany.

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

(all amounts in thousands of U.S. dollars

Notes

At December 31, 200t

At December 31, 200!

ASSETS

Non-current assets
Property, plant and equipment, |
Intangible assets, n
Investments in associated compar
Other investment
Deferred tax asse
Receivable:

Current assets

Inventories

Receivables and prepayme

Current tax asse

Trade receivable

Other investment

Cash and cash equivalel
Total assets

EQUITY
Capital and reserves attributable to the Compan’s equity holders
Share capite
Legal reserve
Share premiun
Currency translation adjustmet
Other reserve
Retained earning

Minority interest
Total equity

LIABILITIES

Non-current liabilities
Borrowings
Deferred tax liabilities
Other liabilities
Provisions
Trade payable

Current liabilities
Borrowings
Current tax liabilities
Other liabilities
Provisions
Customer advance
Trade payable

Total liabilities

Total equity and liabilities

The accompanying notes are an integral part oktheasolidated financial statements.
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10
11
12
13
21
14

15
16
17
18
19
19

20
21
22()
23(ii)

20

22(ii)
24(ii)

2,939,24: 2,230,03
2,844,49: 159,00¢
422,95 257,23
26,83« 25,64
291,64: 194,87
41,23¢ 6,566,411  65,85. 2,932,74
2,372,30: 1,376,11:
272,63 143,28:
202,71 102,45
1,625,24. 1,324,17;
183,60« 119,90'
1,372,32' 6,028,83; 707,35¢( 3,773,28.
12,595,224 6,706,02
1,180,53 1,180,53
118,05¢ 118,05
609,73 609,73
3,95¢ (59,74%)
28,75 2,71¢
3,397,58. 5,338,61' 1,656,50. 3,507,80;
363,01 268,07
5,701,63 3,775,87:
2,857,041 678,11
991,94 353,39
186,72« 154,37
92,02 43,96
36€ 4,128,100  1,20¢ 1,231,05.
794,19’ 332,18(
565,98t 452,53«
187,70 138,87
26,64t 36,94
352,71 113,24
838,25¢ 276550, 625,32 1,699,10.
6,893,61 2,930,15!
12,595,24 6,706,02
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Attributable to equity holders of the Company

(all amounts in thousands of U.S. dollars Share Capita

Currency
translation

Other Retained
Reserve Earnings (*)

Minority
Interest

Legal Share

Reserves Premium adjustment Total

Balance at January 1, 20

Currency translation differenc

Change in equity reserves (See section IIl C ante [¥8
(©)

Acquisition of minority interes

Dividends paid in cas

Income for the perio

Balance at December 31, 20C

1,180,53 118,05 609,73 (59,74%) 2,71¢ 1,656,50: 268,07: 3,775,87.
— — — 63697 — —  1522¢ 78,92
— — — —  26,03¢ — — 26,03¢
— — — — — —  (11,18) (11,18)
— — — — —  (204,23) (23,199 (227,42)
— — — — — 1,94531 114,09( 2,059,40.
1,180,53 118,05: 609,73; _ 3,95/ 28,75: 3,397,58 363,01. 5,701,63

)

The Distributable Reserve and Retained Earningsutzbd according to Luxembourg Law are disclosedate 26.

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONT'D .)

Attributable to equity holders of the Company

Other Currency
Distributable translation

(all amounts in thousands of U.S. Legal Share Other Retained Minority
dollars) Share Capita  Reserves Premium Reserve adjustment  Reserve Earnings Interest Total
Balance at January 1, 20 1,180,533 118,05¢ 609,73 82 (30,020 — 617,53¢ 165,27. 2,661,19!
Effect of adopting IFRS 3 (see Note

1) — — — — — — 110,77! — 110,77"
Adjusted balance at January 1, 2(  1,180,53 118,05: 609,73: 82 (30,020 — 728,31: 165,27: 2,771,97
Currency translation differenc — — — — (29,729 — — 7,18( (22,549
Increase in equity reserves in

Ternium — — — — — 2,71¢ — — 2,71¢
Acquisition of minority interes — — — — — — — 158 158
Dividends paid in cas — — — (82 — — (349,35) (14,31 (363,75)
Income for the perio — — — — — — 1,277,54 109,78' 1,387,33.
Balance at December 31, 20C 1,180,53 118,05 609,73: — (59,749 2,71¢ 1,656,50. 268,07. 3,775,87.

Attributable to equity holders of the Company
Other Currency
Distributable translation
Legal Share Other Retained Minority
Share Capital Reserves Premium Reserve adjustment  Reserve  Earnings Interest Total

Balance at January 1, 20 1,180,28! 118,02¢ 609,26¢ 96,55¢ (34,199 — (128,667) 119,98: 1,961,26:
Currency translation differenc — — — — 4,17¢ — — 9,47¢ 13,65
Capital increase and acquisition of

minority interes! 24¢ 25 464 82 — — — 20,457 21,271
Dividends paid in cas — — — (96,555 — — (38,49¢) (4,9260 (139,979
Income for the perio — — — — — — 784,700  20,27¢ 804,98:
Balance at December 31, 20C 1,180,53 118,05 609,73: 82 (30,020 — 617,53¢ 165,27. 2,661,19!

The accompanying notes are an integral part oktbessolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENTS

Year ended December 31

(all amounts in thousands of U.S. dollars Note 2006 2005 2004
Cash flows from operating activities

Income for the yee 2,059,40. 1,387,33. 804,98
Adjustments for

Depreciation and amortizatic 10& 11 255,00« 214,22° 208,11¢
Income tax accruals less payme 29 (ii) 56,83¢ 149,48 44,65¢
Equity in earnings of associated compat (94,667  (117,37) (206,03
Interest accruals less payments, 29 (iii) 21,90¢ 1,91¢ 16,97:
Income from disposal of investment and ott (46,48)) — 11,70¢
Changes in provisior 8,89/ 6,491 11,45¢
Proceeds from Fintecna arbitration awardof BHP settlemen — 66,59¢ (126,12¢)
Changes in working capital ( 29 (i) (469,51) (433,939 (621,18)
Other, including currency translation adjustm 19,47 20,58: (46,259
Net cash provided by operating activities 1,810,85( 1,295,32. 98,28¢
Cash flows from investing activities

Capital expenditure 10 & 11  (441,47)  (284,47) (183,31)
Acquisitions of subsidiarie 28 (2,387,24) (48,292 (97,59
Proceeds from disposal of subsidi 52,99¢ — —
Convertible loan to associated compai — (40,35%) —
Proceeds from disposal of property, plant and egaift and intangible asse 15,34, 9,99¢ 12,05«
Dividends and distributions received from assodiat@mpanie: 12 — 59,12} 48,59¢
Changes in restricted bank depo 2,027 11,45. (13,500
Reimbursement from trust fun — (119,90) —
Changes in investments in short terms secul (63,69) 119,66¢ 20,35¢
Net cash used in investing activitie (2,822,04) (292,79) (213,396
Cash flows from financing activities

Dividends paic (204,23)  (349,43Y) (135,05)
Dividends paid to minority interest in subsidiar (23,199 (14,319 (32)
Proceeds from borrowing 3,033,233 1,222,86. 632,09
Repayments of borrowing (1,105,09) (1,463,23) (326,45)
Net cash provided by (used) in financing activitie 1,700,70! (604,129 170,55¢
Increase in cash and cash equivalen 689,51: 398,40: 55,45(
Movement in cash and cash equivalent

At the beginning of the peric 680,59: 293,82:  238,03(
Effect of exchange rate chancg (5,09%) (11,63¢) 344
Increase in cash and cash equivals 689,51: 398,40: 55,45(
At December 31, 29 (iv)  1,365,00 680,59. 293,82

(1) In 2004, includes $55.1 million corresponding te fiist installment paid in connection with thedirsettlement of BHP clai

The accompanying notes are an integral part oktbeasolidated financial statements.
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Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004
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Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

I. GENERAL INFORMATION

Tenaris S.A. (the “Company”), a Luxembourg corpomisocieté anonyme holding), was incorporate@enember 17, 2001, as a holding
company in steel pipe manufacturing and distrilutiperations. The Company holds, either directlindirectly, controlling interests in
various subsidiaries. References in these finasté@éments to “Tenaris” refer to Tenaris S.A. asdonsolidated subsidiaries. A list of the
Company’s subsidiaries is included in Note 32.

The Companys shares trade on the Italian Stock Exchange, tlea@®s Aires Stock Exchange and the Mexican Stock&nge; in addition, tr
Company’s American Depositary Securities tradehenNew York Stock Exchange.

These consolidated financial statements were apgréor issue by the Company’s Board of Directorg=ebruary 28, 2007.

II. ACCOUNTING POLICIES
A  Basis of presentatior

The Consolidated Financial Statements of Tenausitsrsubsidiaries have been prepared in accordaitbdnternational Financial Reporting
Standards (“IFRS"). The consolidated financialesta¢nts are presented in thousands of U.S. dofifs (

Certain comparative amounts have been reclassdiednform to changes in presentation in the ctiryear.

The preparation of consolidated financial stateméntonformity with IFRS requires management ti&eneertain accounting estimates and
assumptions that might affect the reported amooingssets and liabilities and the disclosure otiogent assets and liabilities at the balance
sheet dates, and the reported amounts of revendesxaenses during the reporting years. Actualtesay differ from these estimates.

B  Group accounting
(1) Subsidiary companie

Subsidiary companies are entities which are cdettdly Tenaris as a result of its ownership of nthes 50% of the voting rights or its ability
to otherwise govern an entity’s financial and ogiagapolicies. Subsidiaries are consolidated frbmdate on which control is exercised by the
Company and are no longer consolidated from the tiett the Company ceases to have control.

The purchase method of accounting is used to atdouthe acquisition of subsidiaries by TenaribeTcost of an acquisition is measured a
fair value of the assets given, equity instrumésgaed and liabilities incurred or assumed at tite df acquisition, plus costs directly
attributable to the acquisition. Identifiable assstquired and liabilities and contingent lial@ktiassumed in a business combination are
measured initially at their fair values at the dsifion date. The excess of the cost of acquisitieer the fair value of Tenaris share of the
identifiable net assets acquired is recorded adwiblo If the cost of acquisition is less than tlaér value of the net assets of the subsidiary
acquired, the difference is recognized directlthiea income statement.

Material intercompany transactions and balancesdsst Tenaris subsidiaries have been eliminatednisalidation. However, since the
functional currency of some subsidiaries is itpessive local currency, some financial gains (Isyseising from intercompany transactions
generated. These are included in the consolidatamhie statement under Financial results.

See Note 32 for the list of the consolidated subsiks.
F-9
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Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

B  Group accounting (Conrd.)

(2) Associated companit

Investments in associated companies are accoumtdyy the equity method of accounting and initiathgognized at cost. Associated
companies are companies in which Tenaris owns lzh\®8% and 50% of the voting rights or over whi@ndris has significant influence, but
does not have control. Unrealized results on tretitsss between Tenaris and its associated compargesliminated to the extent of Tenaris’
interest in the associated companies. Unrealizegsblbare also eliminated but considered an impatrmedicator of the asset transferred.
Accounting policies of associated companies haes lshanged where necessary to ensure consistetictheipolicies adopted by the
Company. The Company’s pro-rata share of earnimgssociated companies is recordeBduity in earnings of associated companigée
Company’s pro-rata share of changes in other resaswrecognized in reserves in the Statement ah@és in Equity.

The Company’s investment in Ternium S.A. (“Ternigrhas been accounted for under the equity methobiemaris has significant influence
defined by IAS 28|nvestments in AssociateAt December 31, 2006, Tenaris held 11.46% of ilen's common stock. The Company’s
investment in Ternium is carried at incorporati@stcplus proportional ownership of Ternium’s eagsimnd other shareholders’ equity
accounts. Because the exchange of its holdingsriazonia and Ylopa for shares in Ternium was cons@l® be a transaction between
companies under common control of San Faustin NL&haris recorded its initial ownership interesTernium at $229.7 million, the carrying
value of the investments exchanged. This value®#2as5 million less than Tenaris’ proportional owstep of Ternium’s shareholdersquity a
the transaction date. As a result of this treatmBemaris’s investment in Ternium will not refléts proportional ownership of Ternium’s net
equity position. Ternium carried out an initial piakoffering of its shares on February 1, 200@jrig its shares on the New York Stock
Exchange.

See Note 12 for a list of principal associated canigs.

C  Segment information

Until September 30, 2006 Tenaris reported under lfoginess segments: Seamless, Welded and Othatiiveroducts, Energy and Other.
The acquisition of Maverick Tube Corporation argdstbsidiaries (“Maverick”) on October 5, 2006, dinel sale of a significant ownership in
Dalmine Energie on December 1, 2006 led to a reassent in the definition of operating segments ipresly used by Tenaris. Together with
the reassessment, Tenaris early adopted IFRS &&fpg Segments” as from the year ended Decemhe2(RIb.

As from these Financial Statements, Tenaris chaitgeggment reporting into three major businegssats: Tubes, Projects and Other.

The Tubes segment includes the operations thatstonghe production and selling of both seamkass welded steel tubular products mainly
for energy and industrial applications.

The Projects segment includes the operations tiratist in the production and selling of welded Ispgge products mainly used in the
construction of major pipeline projects.

The Other segment includes the operations thatstanghe production and selling of sucker rods|ded steel pipes for electric conduits,
industrial equipment and raw materials, such adphiquetted iron, or HBI, that exceed our intemeguirements.

Corporate general and administrative expenses lee allocated to the Tubes segment.
Comparative amounts have been re-presented torcomnfonew disclosure.
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Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

C  Segment information (Con’d.)

Tenaris groups its geographical information in fareas: South America, Europe, North America, Medghst and Africa, and Far East and
Oceania. For purposes of reporting geographicatinétion, net sales are attributable to geographieas based on the customer’s location;
allocation of assets and capital expenditures aadaated depreciation and amortization are basedeogeographic location of the assets.

D  Foreign Currency Translation

(1) Functional currency

IAS 21(revised) defines the functional currencytescurrency of the primary economic environmenwftich an entity operates.

The functional currency of Tenaris S.A. is the W8llar. The U.S. dollar is the currency that besects the economic substance of the
underlying events and circumstances relevant tafigiglobal operations. Generally, the functionarency of Tenaris’s subsidiaries is the

respective local currency. Tenaris Argentine openat however, which consist of Siderca S.A.l.Giderca”) and its Argentine subsidiaries,
have determined their functional currency to bell®. dollar, based on the following considerations

» Sales are mainly negotiated, denominated and dettld.S. dollars. If priced in a currency otheartithe U.S. dollar, the price
considers exposure to fluctuation in the exchaatge versus the U.S. doll

» Prices of critical raw materials and inputs areguliand settled in U.S. dolla
* The exchange rate of the currency of Argentinaltwag-been affected by recurring and severe economies;
* Netfinancial assets and liabilities are mainlyeiged and maintained in U.S. dolla

In addition to Siderca, the Company’s distributgupsidiaries and intermediate holding subsidialses use the U.S. dollar as their functional
currency, reflecting the transaction environment eash flow of these operations.

(2) Translation of financial information in currenciesher than the functional curren:

Results of operations for subsidiaries whose fometi currencies are not the U.S. dollar are traedlanto U.S. dollars at the average exchange
rates for each quarter of the year. Balance shestigns are translated at the end-of-year excheatgs. Translation differences are recognized
in equity as currency translation adjustmentshindase of a sale or other disposal of any suchidiaby, any accumulated translation
difference would be recognized in income as a gainss from the sale.

(3) Transactions in currencies other than the functionarency

Transactions in currencies other than the functionaency are accounted for at the exchange mtailing at the date of the transactions.
Gains and losses resulting from the settlementicii $ransactions, including intercompany transasti@and from the translation of monetary
assets and liabilities denominated in currencibsraihan the functional currency, are recordedsdrssgand losses from foreign exchange and
included inFinancial resultsn the income statement.

E  Property, plant and equipment

Property, plant and equipment are recognized &rigal acquisition or construction cost less aculated depreciation and impairment losses.
Property, Plant and Equipment acquired through iaittpns accounted for as business combinationg haen valued initially at the fair mar
value of the assets acquired.
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Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

E  Property, plant and equipment (Con’d.)

Major overhaul and rebuilding expenditures are tediped as property, plant and equipment only wireninvestment enhances the conditio
assets beyond its original condition. The carrnangpunt of the replaced part is derecognized.

Ordinary maintenance expenses on manufacturingeptiep are recorded as cost of products sold iy¢hae in which they are incurred.
Borrowing costs that are attributable to the adtiaisor construction of certain capital assetscapitalized as part of the cost of the asset, in
accordance withAS 23, Borrowing CostsCapital assets for which borrowing costs maydygtalized are those that require a substantial
period of time to prepare for their intended use.

Depreciation is calculated using the straight-limethod to depreciate the cost of each asset tesidual value over its estimated useful life, as
follows:

Buildings and improvemen 30-50 year
Plant and production equipme 10-20 year
Vehicles, furniture and fixtures, and other equiptr 4-10 year

The residual values and useful lives of signifigalant and equipment are reviewed, and adjustaggfopriate, at each year-end date. Any
charges from such reviews are include€uost of salein the income statement.

Management'’s reestimation of assets useful livedppmed in accordance with IAS 16, did not matbriaffect depreciation expenses for
2006.

Tenaris depreciates each significant part of an é property, plant and equipment for its differproduction facilities that (i) can be properly
identified as an independent component with a tttis significant in relation to the total costloe item, and (ii) has a useful operating life
that is different from another significant parttb&t same item of property, plant and equipment.

Gains and losses on disposals are determined bgarimg net proceeds with the carrying amount oésS hese are included @ther
operating incomer Other operating expens@sthe income statement.

F  Intangible assets
(1) Goodwill

Goodwill represents the excess of the acquisitast over the fair value of the Tenaris’ share dfagsets acquired as part of business
combinations. In accordance with IFRS 3, begindiaguary 1, 2005, goodwill is considered to havadafinite life and is not amortized, but
is subject to annual impairment testing. In thenéwé impairment, impairment losses on goodwill ace reversed. No impairment losses
related to goodwill were recorded by Tenaris dutimgthree years covered by these financial stattsn&oodwill is included in Intangible
assets, netn the balance sheet.

Goodwill is allocated to cash-generating unitstfa purpose of impairment testing. The allocat®made to those cash-generating units
expected to benefit from the business combinatibithvgenerated the goodwill being tested.

Negative goodwill represents an excess of thevidire of identifiable net assets acquired in ar®ess combination over the cost of
acquisition. IFRS 3 requires negative goodwill éorbcognized immediately as a gain in the incomtstent.
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Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

F Intangible assets (Cor’d.)

(1) Goodwill (Con'd.)

During 2004 International Financial Reporting Stamt(IFRS) 3, “Business Combinations” was issuetctvwas applied by Tenaris for all
business combinations that occurred after Marct2G@4.

As per this standard, prior to January 1, 2005 gdlbd/as amortized on a straight line basis overeistimated useful life, not to exceed 15
years, and tested for impairment at each balareet sfate in the event indicators of impairment weesent. As required by IFRS 3, Teni
ceased amortization of goodwill for periods begignon or after January 1, 2005. In addition, acdated amortization as of December 31,
2004 has been netted against the cost of the gtioBai years ending on or after December 31, 200&dwill is required to be tested annually
for impairment, as well as when there are indicatdrimpairment. Amortization of goodwill expenseluded in the year ended December 31,
2004 amounted to $9.4 million.

Upon the adoption of IFRS 3, which must be adopbgéther with the revised IAS 38, Intangible Assatel IAS 36, Impairment of Assets,
previously accumulated negative goodwill is requiite be derecognized through an adjustment tonetiaéarnings. The derecognition of
negative goodwill in this manner resulted in arréase of $110.8 million in the opening balancehef€ompany’s equity at January 1, 2005.
Amortization of negative goodwill in income amouwht® $9.0 million in the year ended December 30420

(2) Information systems projec

Costs associated with developing or maintainingmater software programs are generally recognizexhaspense as incurred. However,
costs directly related to the development, acdaisiand implementation of information systems aeognized as intangible assets if it is
probable they have economic benefits exceeding/eae

Information systems projects recognized as assetaraortized using the straight-line method oveirthseful lives, not exceeding a period of
3 years. Amortization charges are classifie®elling, general and administrative expenigethe income statement.

(3) Licenses, patent and trademal

Expenditures on acquired patents, trademarks, tdogy transfer and licenses are capitalized andrizad using the straight-line method over
their estimated useful lives, not exceeding a pkoi3 years.

(4) Research and developm

Research expenditures as well as development ttadtdo not fulfill the criteria for capitalizaticewre recorded as cost of sales in the income
statement as incurred. Research and developmeanditpres included in cost of sales for the ye&(622005 and 2004 totaled $46.9 millic
$34.7 million and $26.3 million, respectively.

(5) Customer relationships intangible asset acquired Imusiness combinatic

In accordance with IFRS 3 and IAS 38, Tenaris kasgnized the value of customer relationships seglgrfrom goodwill attributable to the
acquisition of Maverick, as further disclosed int&l@8.

Customer relationships are amortized over a usefelage life of approximately 14 years.
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G Impairment of non financial assets

In accordance with IFRS 3 (Business Combinationd)thae related revised versions of IAS 36 (Impaimha Assets) and IAS 38 (Intangible
Assets), long-lived assets, including identifialolngible assets and goodwill are regularly redévior impairment.

Intangible assets with indefinite life, includingapwill, are subject to at least an annual impairntest for possible impairment whereas, the
remaining long lived assets are tested whenevertgwe changes in circumstances indicate thatdhenbe sheet carrying amount of the asset
may not be recoverable.

To carry out these tests, assets are groupedastogenerating units (CGUSs). The value in useedghunits is determined on the basis of the
present value of net future cash flows which wélldenerated by the assets tested. Cash flowssareudited at discount rates that reflects
specific country and currency risks.

H  Other Investments
Other investments consist primarily of investmentBnancial debt instruments.

All of Tenaris investments are classified as finahassets “at fair value through profit or los&% explained in section IV, Tenaris applied the
transition provisions of IAS 39 and designatedfashcial assets carried at fair value through ipmfloss” the investments that were
previously recognized as “available-for-sale”.

Purchases and sales of financial investments aognized as of the trade date, which is the dateTtanaris commits to purchase or sell the
investment, and which is not significantly diffetérom the actual settlement date. The changeiirvédue of financial investments designated
as held at fair value through profit or loss isrgjegl toFinancial resultsn the income statement.

Income from financial investments is recognizeimancial resultsn the income statement. Interest receivable orstments in debt
securities is calculated using the effective irgereethod.

The fair values of quoted investments are basezloent mid prices. If the market for a financiaéstment is not active or the securities are
not listed, Tenaris estimates fair value by usiagdard valuation techniques.

| Inventories

Inventories are stated at the lower of cost (cakeul principally on the first-in-first-out “FIFO” ethod) and net realizable value. The cost of
finished goods and goods in process is comprisedwimaterials, direct labor, other direct costd erlated production overhead costs. Tenaris
estimates net realizable value of inventories ibgnitem or by grouping, where applicable, similarelated items. Net realizable value is the
estimated selling price in the ordinary coursedibess, less any estimated costs of completiorsaltidg expenses. Goods in transit at year
end are valued at supplier invoice cost.

Tenaris establishes an allowance for obsoleteoar-ghoving inventory related to finished goods, diggpand spare parts. For slow moving or
obsolete finished products, an allowance is esthétl for based on management’s analysis of pradjiey. An allowance for slow-moving
inventory of supplies and spare parts is establiffased on managemengénalysis of such items to be used as intendethancbnsideration
potential obsolescence due to technological changes

J Trade receivables

Trade receivables are recognized initially at ¥ailue, generally original invoice amount. Tenarialgizes its trade accounts receivable on a
regular basis and, when aware of a specific cedifficulty or inability to meet its obligations fTenaris, impairs any amounts due by mea
a charge to an allowance for doubtful accountsivabée. Additionally, this allowance is adjustedipdically based on the aging of receivat
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K Cash and cash equivalent

Cash and cash equivalents are comprised of cdsdmiks, short-term money market funds and highlyidicchortterm securities with a matur
of less than 90 days at the date of purchase. é\ssedrded in cash and cash equivalents are catrfait market value, or at historical cost
which approximates fair market value.

For the purposes of the cash flow statement, cagttash equivalents is comprised of cash, bankuats@nd short-term highly liquid
investments and overdrafts.

On the balance sheet, bank overdrafts are inclidbdrrowings in current liabilities.
L  Shareholders Equity

(1) Basis of presentatio

The consolidated statement of changes in equitydes:

» The value of share capital, legal reserve, shamjum and other distributable reserve calculategtoordance with Luxembourg
Law;

» The currency translation adjustments, retainediegsnminority interest and other reserves caledlan accordance with IFR

(2) Share Capita
Ordinary shares are classified as equity.

(3) Dividends Paid by Tenaris to Sharehold

Dividends payable are recorded in Tenaris’ finanstiatements in the year in which they are apprdyethe Company’s shareholders, or when
interim dividends are approved by the Board of Etwes in accordance with the by-laws of the Company

Dividends may be paid by Tenaris to the extentithzds distributable retained earnings, calcul@teaccordance with Luxembourg law. As a
result, retained earnings included in the constéididinancial statements may not be wholly distidble. See Note 26.

M  Borrowings

Borrowings are recognized initially for an amouquael to the proceeds received net of transactistsctn subsequent years, borrowings are
stated at amortized cost.

N Income Taxes- Current and Deferred

Under present Luxembourg law, the Company is nofest to income tax, withholding tax on dividendsgto shareholders or capital gains
payable in Luxembourg as long as the Company masies status as a “1929 Holding Billionaire Comypa Following a previously
announced decision by the European CommissiorGthad-Duchy of Luxembourg has terminated its 19@18ihg company regime, effective
January 1, 2007. However, under the implementigglation, pre-existing publicly listed compani@sctuding Tenaris- will be entitled to
continue benefiting from their current tax reginrgiuDecember 31, 2010.

The current income tax charge is calculated orb#tsis of the tax laws in effect in the countrieeveithe Company’s subsidiaries operate and
generate taxable income. Management periodicaljuates positions taken in tax returns with respesttuations in which applicable tax
regulations are subject to interpretation and disteds provisions when appropriate.
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N  Income Taxes- Current and Deferred (Cont.)

Deferred income taxes are calculated applyingi#imlity method on temporary differences arisingven the tax bases of assets and
liabilities and their carrying amounts in the ficéal statements. The principal temporary differenagse from fair value adjustments of assets
acquired in business combinations, the effect afericy translation on fixed assets, depreciatiopraperty, plant and equipment, valuation of
inventories and provisions for pensions. Defereedassets are also recognized for net operatisgelsy-forwards. Deferred tax assets and
liabilities are measured at the tax rates thaeapected to apply in the time period when the asgetalized or the liability is expected to be
settled, based on tax laws that have been enacgdbstantively enacted by the balance sheet date.

Deferred tax assets are recognized to the extenpibbable that future taxable income will beikalde to utilize those recognized deferred tax
assets against such income.

O Employee-related liabilities
(@) Employee severance indemr

Employee severance indemnity costs are assessadlgnumsing the projected unit credit method. Engpl® severance indemnity obligations
are measured at the present value of the estiniatie@ cash outflows, based on actuarial calculatiorovided by independent advisors and in
accordance with current legislation and labor ats in effect in each respective country. The obstis obligation is charged to the income
statement over the expected service lives of enagley

This provision is primarily related to the liabyliaccrued for employees at Tenaris’ Italian and x subsidiaries.

(b) Defined benefit pension obligatio

Certain officers of Tenaris are covered by defihedefit employee retirement plans designed to gepost-retirement, termination and other
benefits.

Post-retirement costs are assessed using the f@wjecit credit method. Post-retirement obligatiars measured at the present value of the
estimated future cash outflows, based on actueaiallations provided by independent advisors.

Benefits provided under one of Tenaris’s planspgozided in U.S. dollars, and are calculated basedeven-year salary averages. Tenaris
accumulates assets for the payment of benefitscéagbéo be disbursed by this plan in the form eEBtments that are subject to time
limitations for redemption. These investments aither part of a specific pension plan nor are tegregated from Tenaris’ other assets. As a
result, this plan is considered to be “unfundeddemFRS definitions.

In its newly acquired Canadian subsidiary (Prudgi8teel Ltd.) Tenaris sponsors funded and unfumdedcontributory defined benefit
pension plans that cover substantially all of thplyees of its company. The plans provide defipedefits based on years of service and, in
the case of salaried employees, final averageysdtaaddition Tenaris provides an unfunded nontgbuatory post-employment benefits plan
to retirees from salaried employment.

Certain other officers and former employees of gmecific Tenaris subsidiary are covered by a s¢pgian defined as “funded” under IFRS
definitions.

All of Tenaris’ plans recognize actuarial gains éskes over the average remaining service livesrgfloyees.
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O Employee-related liabilities (Cont.)

(c) Other compensation obligatiol
Employee entitlements to annual leave and longiseteave are accrued as earned.

Other length of service based compensation to eyepkin the event of dismissal or death is chatg@icome in the year in which it becomes
payable.

P Employee statutory profit sharing

Under Mexican law, the Company’s Mexican subsidmgare required to pay their employees an annu&ffibealculated on a basis similar to
that used for local income tax purposes. Employait®ry profit sharing is calculated using théliidy method, and is recorded @urrent
other liabilitiesandNon-current other liabilitieon the balance sheet. Because Mexican employegataprofit sharing is determined on a
basis similar to that used for determining locabime taxes, Tenaris accounts for temporary diffegemrising between the statutory
calculation and reported expense as determined WRBR& in a manner similar to the calculation ofedeed income tax.

Q Provisions and other liabilities

Tenaris is subject to various claims, lawsuits ather legal proceedings, including customer claimsyhich a third party is seeking payment
for alleged damages, reimbursement for lossesdemmmity. Tenaris’ potential liability with respetct such claims, lawsuits and other legal
proceedings cannot be estimated with certainty.ddament periodically reviews the status of eachifiigint matter and assesses potential
financial exposure. If a potential loss from awlair proceeding is considered probable and the atw@n be reasonably estimated, a liability
is recorded. Accruals for loss contingencies réffeeasonable estimate of the losses to be irkcbased on information available to
management as of the date of preparation of tlemdiial statements, and take into consideration fi€ndigation and settlement strategies.
These estimates are primarily constructed withetfgéstance of legal counsel. As the scope of liedsilbecome better defined, there may be
changes in the estimates of future costs whichdcbale a material adverse effect on its resultgpefations, financial condition and net worth.

If Tenaris expects to be reimbursed for an accexgeense, as would be the case for an expensesocdesred under an insurance contract, anc
reimbursement is considered virtually certain,éRpected reimbursement is recognized as a receivabl

R Revenue recognitior

Tenaris’ products and services are sold based pparhase orders, contracts or upon other persuasidence of an arrangement with
customers, including that the sales price is knowdeterminable. Sales are recognized as reveruedglivery and when collection is
reasonably assured. Delivery is defined by thestearof risk provision of sales contracts and mmagide delivery to a storage facility located
at one of the Company’s subsidiaries.

Other revenues earned by Tenaris are recognizéuediollowing bases:
» Interest income: on the effective yield ba
« Dividend income from investments in other companigsen Tenari’ right to collect is establishe

S  Cost of sales and sales expens
Cost of sales and sales expenses are recognitieel imcome statement on the accrual basis of atiogun

Commissions, freight and other selling expensesuding shipping and handling costs, are recordesklling, general and administrative
expenses in the income statement.
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T  Earnings per share

Earnings per share are calculated by dividing #tdéncome attributable to equity holders of the @any by the daily weighted average
number of common shares outstanding during the year

U  Derivative financial instruments
Accounting for derivative financial instruments ametiging activities is included within the Sectlidn“Financial Risk Management”.

[ll. FINANCIAL RISK MANAGEMENT

The multinational nature of Tenaris’ operations andtomer base expose the company to a varietgkd, including the effects of changes in
foreign currency exchange rates and interest ratemanage the volatility related to these expasureenagement evaluates exposures on a
consolidated basis to take advantage of logicabsuge netting. For a portion of the remaining exjpes, the Company or its subsidiaries may
enter into various derivative transactions in otdemanage potential adverse impacts on the Téfiaasicial performance. Such derivative
transactions are executed in accordance with iatgmwlicies in areas such as counterparty expasuienedging practices.

A. Financial Risk Factors

(i) Foreign exchange rate risk managem

Tenaris manufactures and sells its products innalyan of countries throughout the world and as altésexposed to foreign exchange rate
risk. The purpose of Tenaris’ foreign currency hiaggrogram is to reduce the risk caused by slertrichanges in exchange rates.

Tenaris aims to neutralize the potential negatiwedct of currency fluctuations in the value of otbarrencies with respect to the dollar.
Because a number of subsidiaries have functiomatadies other than the U.S. dollar, the resultseafging activities as reported in accorde
with IFRS may not reflect management’s assessnféatt foreign exchange risk hedging program.

(i) Interest rate risk manageme

Tenaris’ financing strategy is to manage interepease using a mixture of fixed-rate and variable-debt. To manage this risk in a cost
efficient manner, Tenaris enters into interest sataps in which it agrees to exchange with the taparty, at specified intervals, the differe
between fixed and variable interest amounts caedlby reference to an agreed-upon notional prai@mount. Tenaris have entered into
interest rate swaps related to long-term debt toghlg hedge future interest payments, as welioasonvert borrowings from floating to fixed
rates.

(iii) Concentration of credit ris
No single customer comprised more than 10% of etisales in 200¢
Tenaris’ credit policies related to sales of pradwmnd services are designed to identify customighsacceptable credit history, and to allow

Tenaris to require the use of credit insurancéigtof credit and other instruments designed timize credit risk whenever deemed
necessary. Tenaris maintains allowances for imgaitrfor potential credit losses.

Derivative counterparties and cash transactionfirared to high credit quality financial institatns. Tenaris has established strict counterparty
credit guidelines and normally enter into transatiwith investment grade financial institutions.
(iv) Liquidity risk

Management maintains sufficient cash and marketsddarities or credit facilities to finance normgkrations. Tenaris also has committed
credit facilities and has access to the markeaftfeguately backup its short-term working capit&dse
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B. Fair value estimation
For purposes of estimating the fair value of firahassets and liabilities with maturities of I¢lsan one year, the market value was considered

Most borrowings are comprised of variable rate delfixed rate debt that in general terms are coatga to market rate. As a result, the fair
value of Tenaris’ borrowings approximates its corr@mounts and is not disclosed separately.

C. Accounting for Derivative Financial Instruments and Hedging Activities

Derivative financial instruments are initially reptzed in the balance sheet at fair value on the aaerivative contract is entered into and are
subsequently remeasured at fair value. As a gengdelTenaris recognizes the full amount relatethe change in fair value of derivative
financial instruments ifrinancial resultsn the income for the year.

Beginning January 1, 2006, Tenaris has adoptedehadgpunting treatment, as established by IAS@Xdrtain qualifying derivative financi
instruments. These transactions are classifiedsis ftow hedges (mainly currency forward contractighly probable forecast transactions
and interest rate swaps and collars). The effegtdréon of the fair value of derivatives that aesignated and qualify as cash flow hedges is
recognized in equity. Amounts accumulated in eqaityrecognized in the income statement in the graried than any offsetting losses and
gains on the hedged item. The gain or loss reldtintbe ineffective portion is recognized immediaia the income statement. The fair valu
Tenaris derivative financial instruments (assdtadnility) continues to be reflected on the BalaiGleeet.

For transactions designated and qualifying for leegiccounting, “Tenaris documents at the inceptidheotransaction the relationship between
hedging instruments and hedged items, as welsask management objectives and strategy for wakieg various hedge transactions. At
December 31, 2006, the effective portion of desigsh@ash flow hedges amounts to $2.1 million anddkided in Other Reserves in equity.

Tenaris does not hold or issue derivative finanicisfruments for speculative trading purposes.

IV. IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS
Standards early adopted by Tenaris

IFRS 8 “Operating Segments” replaces IAS 14 andireq an entity to report financial and descripiiviermation about its reportable
segments (as aggregations of operating segmeiighdtal information is required to be reportedtio@ same basis as is used internally for
evaluating operating segment performance and degitbw to allocate resources to operating segnaebsgiving certain descriptive
information. See Section Il C.
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Interpretations and amendments to published standads effective in 2006

(@)

(b)

IAS 19, Employee Benefits: Actuarial Gains and less$Group Plans and Disclosures (Amendm

On December 16, 2004, the International AccounBitandards Board (“IASB”) issued International Aceting Standard No. 19,
“Employee Benefits: Actuarial Gains and Losses,prBlans and Disclosures (Amendment)” (“IAS 19AS 19 gives entities the opti
to recognize actuarial gains and losses in fulirduthe period in which they occur, outside of frahd loss, in the statement of
recognized income and expense. Previously, entitéze only permitted to recognize actuarial gaims lasses in profit and loss either
(1) in the period in which they occur or (2) spreagr the service life of employees. As Tenarissdogt intend to change the accounting
policy adopted for recognition of actuarial gaimsl dosses, this amendment did not impact in the 2oy Financial Statements.

IAS 21, The Effects of Changes in Foreign ExchaRgte—Net Investment in Foreign Operatic

In December 2005, the IASB issued an amendme®3$a2ll, The Effects of Changes in Foreign Exchangief2—Net Investment in
Foreign Operations. The amendment clarifies thairements of IAS 21 regarding an entgiyhvestment in foreign operations. As per
amendment, the entity that has a monetary itemighat substance, a part of the entity’s net itmest in that foreign operation may be
any subsidiary of the group. Exchange differengesuch monetary items are reclassified to the s¢papmponent of equity in the
financial statements that include the foreign opi@naand the reporting entity. The applicationlitamendment from January 1, 2006
did not have a material impact in the Company’afficial statements.

Management assessed the relevance of other nedastisn amendments or interpretations and concltidgdhey are not relevant to Tenaris.

Interpretations and amendments to published standats that are not yet effective and have not been dgradopted

(@)

(b)

(€)

IFRS 7 Financial Instruments: Disclosure, and a compleraegnamendment to IAS 1, presentation of finandetesnents — Capital
disclosure

IFRS 7 introduces new disclosures about finanostruments such as qualitative and quantitativerinition about exposures to risks
arising from financial instruments. Tenaris willdy IFRS 7 and the amendment to IAS 1 for annuabps beginning on January 1,
2007.

IFRIC 9, Reassessment of Embedded Derivai

IFRIC 9 requires an entity to assess whether areddddl derivative is required to be separated fta@rhbst contract and accounted fc
a derivative when the entity first becomes a ptrtthe contract. Subsequent reassessment is prexhilmless there is a significant cha
in the terms of the contract.

IFRIC 10, Interim Financial Reporting and Impairrh

Under this interpretation, no reversal to an impaint loss recognized in an interim period in respégoodwill or an investment in
either an equity instrument or a financial assetiea at cost is allowed.

Tenaris will apply IFRIC 10 from January 1, 200ut ki is not expected to have any impact on the gamy’s financial statements.

Management assessed the relevance of other nedastizsn amendments or interpretations not yet éffeeind concluded that they are not
relevant to Tenaris.
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V. OTHER NOTES TO THE CONSOLIDATED FINANCIAL STATEM ENTS
(In the notes all amount are shown in thousands @J.S. dollars, unless otherwise stated)

1 Segment information
Reportable operating segments

Total Total
Continuing Discontinued

(all amounts in thousands of U.S. dollars) Tubes Projects Other Unallocatec operations operations (*)
Year ended December 31, 20C
Net sales 6,824,33i 453,53t  449,87: — 7,727,74! 503,05:
Cost of sale: (3,231,56) (326,40:) (326,256 —  (3,884,22) (486,317
Gross profit 3,592,771 127,13:  123,61! — 3,843,51! 16,73¢
Selling, general and administrative exper (923,32) (71,54¢ (59,93 (1,054,80i) (8,025
Other operating income (expenses), 1,022 74¢ 2,002 — 3,77: 2,46¢
Operating income 2,670,46. 56,33 65,68¢ — 2,792,48! 11,18
Segment asse 10,807,34  803,06( 561,87¢ 422,95¢ 12,595,24 —
Segment liabilitie: 6,242,96! 448,49  202,15( — 6,893,61. —
Capital expenditure 408,96! 23,97¢ 7,507 — 440,45: 1,021
Acquisition of property, plant and equipment anihitgible

assets due to business combina 3,178,73! — — — 3,178,73!
Depreciation and amortizatic 220,36¢ 19,34 13,39 — 253,10° 1,89
Year ended December 31, 20C
Net sales 5,123,97!  789,98¢ 295,82 — 6,209,79: 526,40¢
Cost of sale: (2,720,71) (520,409 (188,24 —  (3,429,36) (513,39)
Gross profit 2,403,251  269,58: 107,58! — 2,780,42 13,01
Selling, general and administrative exper (699,81) (88,42:) (44,07¢ — (832,319 (10,259
Other operating income (expenses), (1,909¢) (1,58%) 1,29¢ — (2,199 (220
Operating income 1,701,538,  179,57¢ 64,80¢ — 1,945,91: 2,53¢
Segment asse 5,404,74! 540,18° 356,84 257,23:  6,559,00! 147,01¢
Segment liabilitie: 2,414,890 21291 178,04¢ — 2,805,86! 124,29(
Capital expenditure 252,97: 25,10 5,02( — 283,09! 1,37¢
Acquisition of property, plant and equipment anhirgible

assets due to business combina 67,98( — — — 67,98( —
Depreciation and amortizatic 182,47¢ 15,54¢ 13,69( — 211,712 2,51¢
Year ended December 31, 20C
Net sales 3,273,26°  280,08: 164,84: — 3,718,109 417,87(
Cost of sale: (2,075,15) (184,767 (118,556 —  (2,378,47) (398,467)
Gross profil 1,198,111 95,31¢ 46,28¢ — 1,339,71! 19,40¢
Selling, general and administrative exper (571,87) (58,317 (31,039 — (661,221 (11,229
Other operating income (expenses), 124,76 (2) 2,40z — 127,16! (325)
Operating incomi 751,00¢ 36,99¢ 17,65: — 805,65¢ 7,86(
Segment asse 4,626,32! 508,84: 305,82: 99,451 5,540,44. 121,84t
Segment liabilitie: 2,435,993 309,47( 133,64 — 2,879,04 122,04¢
Capital expenditure 149,32t 23,27¢ 9,272 — 181,87 1,43¢
Acquisition of property, plant and equipment anhirgible

assets due to business combina 191,09° — — — 191,09 —
Depreciation and amortizatic 185,11¢ 12,08: 7,36¢ — 204,56 3,554

Transactions between segments, which were eliminateonsolidation, include sales of scrap and pigectors from the Others segment to
tubes units for $88,118, $41,163 and $36,765 ir620005 and 2004, respectively.
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1 Segment information (Con’d.)

Geographical information

Middle Far Total Total
North South East & East & Continuing  Discontinued

(all amounts in thousands of U.S. dollars) America America Europe Africa Oceania Unallocatec operations  operations (*)
Year ended December 31, 20C
Net sales 2,182,931 1,520,211 1,398,45! 1,957,70° 668,43: — 7,727,74"  503,05:
Total asset 6,334,221 2,780,97 2,045,851 623,57. 387,65. 422,95¢ 12,595,24 —
Trade receivable 425,73 189,77¢ 392,06( 519,02: 98,64¢ — 1,625,24 —
Property, plant and equipment, | 1,209,27° 864,42! 787,05¢ 2,81: 75,66¢ — 2,939,224 —
Capital expenditure 121,97¢ 145,95¢ 137,60¢ 367 34,54« — 440,45: 1,021
Acquisition of property, plant and equipment and

intangible assets due to business combin: 3,096,44!  73,42¢ 8,86/ — — — 3,178,73! —
Depreciation and amortizatic 98,967 90,22« 57,03% 78C  6,09¢ — 253,10° 1,89
Year ended December 31, 20C
Net sales 1,708,121 1,823,73! 1,043,80. 959,02( 675,10¢ — 6,209,79. 526,40t
Total asset 2,213,07!' 2,089,41! 1,355,61! 289,36: 354,30: 257,23: 6,559,000 147,01
Trade receivable 310,15¢ 358,85¢ 147,98! 255,37¢ 134,40. — 1,206,77¢ 117,39
Property, plant and equipment, | 787,93° 740,39: 643,65¢ 3,58: 49,23t —  2,224,80: 5,23¢
Capital expenditure 64,27 109,18( 103,28¢ 1,49¢ 4,85 — 283,09 1,37¢
Acquisition of property, plant and equipment and

intangible assets due to business combin — — 67,98( — — — 67,98( —
Depreciation and amortizatic 49,03¢ 87,43( 68,60¢ 404 6,23 — 211,718 2,51¢
Year ended December 31, 20C
Net sales 1,140,321 824,80( 818,92'! 524,87: 409,26¢ — 3,718,19.  417,87(
Total asset 1,596,46. 1,771,31i 1,686,52! 109,26¢ 277,41 99,45. 5,540,44. 121,84t
Trade receivable 295,89t 143,73: 254,64. 81,36¢ 69,30" — 844,94! 91,98¢
Property, plant and equipment, | 737,500 728,46¢ 629,75¢ 4,645 58,04: —  2,158,42 6,18(
Capital expenditure 64,84t  83,00¢  28,25¢ 2,257 3,51 — 181,87 1,43¢
Acquisition of property, plant and equipment ¢

intangible assets due to business combin: — 121,14  69,95: — — — 191,09 —
Depreciation and amortizatic 41,98¢ 89,93 64,87¢ 35 7,73 — 204,56 3,55¢

There are no revenues from external customergatatle to the Company’s country of incorporatibnXembourg). The South American
segment comprises principally Argentina, Brazil afahezuela. The European segment comprises prilyckrance, Germany, Italy, Norway,
Romania and the United Kingdom,. The North Amerisagment comprises Canada, Mexico and USA. The IMliddst and Africa segment
comprises principally Egypt, Nigeria, Saudi Arabied United Arab Emirates. The Far East and Ocesgeent comprises principally China,
Indonesia, Japan and South Korea.

(*) Corresponds to Dalmine Energie operati
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2 Cost of sales

(all amounts in thousands of U.S. dollars)

Year ended December 31,
2006 2005 2004

Inventories at the beginning of the yea

Plus: Charges of the yea

Raw materials, energy, consumables and ¢
Increase in inventory due to business combinat
Services and fee

Labor cos!

Depreciation of property, plant and equipm
Amortization of intangible asse
Maintenance expens

Provisions for contingencie

Allowance for obsolescenc

Taxes

Other

Less: Inventories at the end of the y

From Discontinued operatiol

3 Selling, general and administrative expens

(all amounts in thousands of U.S. dollars

1,376,11 1,269,471 831,87¢

3,514,391 2,954,581  2,244,07.

592,34 5,50( 25,27¢
384,22: 324,79 259,02!
512,85. 420,71 369,68
187,56 182,69¢ 174,88
2,73¢ 5,02¢ 12,74¢
120,66 99,17 82,32:
(87) 20C 994
(8,006) 20,30: 23,161
4,56¢ 3,17C 3,08¢
55,47¢ 33,24: 19,27(

5366,73.  4,049,40. 3,214,552
(2,372,30) (1,376,11) (1,269,47)

4,370,53! 3,942,75i 2,776,93

(486,31)  (513,39) _ (398,46

3,884,22 3,429,36!  2,378,47.

Year ended December 31

2006 2005 2004

Services and fee

Labor cos!

Depreciation of property, plant and equipm
Amortization of intangible asse
Commissions, freight and other selling exper
Provisions for contingencie

Allowances for doubtful accoun

Taxes

Other

From Discontinued operatiol

4 Labor costs (included in Cost of sales and Sellingeneral and administrative expenses

133,30 122,95¢ 121,26¢
279,76¢ 214,21¢ 157,11«

9,92¢ 10,31¢ 10,21¢
54,77¢ 16,187 10,27:¢
361,65¢ 298,10: 250,08
13,88! 14,85¢ 12,14:
1,19¢ 7,06¢ 7,181
122,78¢ 93,78z 59,25¢
85,53t 65,09: 44,90¢

1,062,83  842,57: 672,44
(8,025 (10,259 (11,229

1,054,80 832,31 661,22

Year ended December 31,

(all amounts in thousands of U.S. dollars 2006 2005 2004

Wages, salaries and social security ¢ 778,57 622,52: 509,57:
Employee’ severance indemnit 11,58¢ 10,617 12,907
Pension benefi—defined benefit plan 2,461 1,79( 4,31¢

From Discontinued operatiol

At the year-end, the number of employees was 21ifY2006, 17,693 in 2005 and 16,447 in 2004.
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5  Other operating items

Year ended December 31

(all amounts in thousands of U.S. dollars 2006 2005 2004
(i) Other operating incom
Reimbursement from insurance companies and otirdrghrties 1,611 1,96¢ 3,16t
Net income from other sali 4,512 5,767 16,06:
Net income from sale of investmel 6,93: — —
Net rents 2,49( 2,501 1,362
Fintecna arbitration award, net of legal expensslated to BHP proceedin — 1,75z  123,00(
Power plant- reimbursement from suppli — — 9,001
Other — 41C —
15,54¢ 12,39¢ 152,59:
From Discontinued operatiol (2,469 — —

13,07% 12,39¢ 152,59

(i) Other operating expens

Contributions to welfare projects and I-profits organization 4,46: 2,532 2,29(
Provisions for legal claims and contingenc — 8,694 —
Loss on disposal of fixed assets and material $ef 1,42¢ 2,14¢ —
Allowance for doubtful receivable (375) 1,44: 2,10¢
Power plant- impairment and associated char — — 18,44
Other 3,792 — 2,91C
9,30¢ 14,81¢ 25,75
From Discontinued operatiol — (220) (325)

9,30¢ 14,59¢ 25,42¢

6 Financial results

Year ended December 31,

(all amounts in thousands of U.S. dollars 2006 2005 2004

Interest incomt 61,401 24,26¢ 14,247
Interest expens (93,639 (53,504 (46,93()
Interest net (32,237) (29,23¢) (32,689
Net foreign exchange transaction gains/(los 29,12¢ (86,61¢ 33,123
Other (1,82¢) 6,11¢ 5,35¢
Other financial results 27,30 (80,502 38,48t
Net financial results (4,936¢) (109,739 5,80z
From Discontinued operatiol (16) 1,152 577

(4,957 (108,58()  6,37¢

Each item included in this note differs from itsr@sponding line in the income statement becadselitdes discontinued operations’ results.

7 Equity in earnings of associated companie

Year ended December 31,

(all amounts in thousands of U.S. dollars) 2006 2005 2004
Equity in earnings of associated compat 95,26( 117,00 123,01!
Change in fair value of convertible debt optiorAimazonia — — 83,12¢
Other (599) 374 —

94,667 117,37° 206,14:
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8 Income tax

Year ended December 31

(all amounts in thousands of U.S. dollars 2006 2005 2004
Current tax 897,42 637,62 277,21¢
Deferred ta» (17,38¢) (61,837  (44,73)
880,04: 575,78t 232,48t
Effect of currency translation on tax base (6,060 (7,03%) (12,117
873,98: 568,75: 220,37t
From Discontinued operatiol (4,009 (1,38%) (3,150

869,97 567,36¢ 217,22¢

The tax on Tenaris’ income before tax differs frtira theoretical amount that would arise using #éxerate in each country as follows:

Year ended December 31

(all amounts in thousands of U.S. dollars 2006 2005 2004

Income before income te 2,882,20. 1,954,70. 1,018,17!
Tax calculated at the tax rate in each cou 901,58( 591,16° 265,83
Non taxable income / Non deductible exper (32,567 (32,807 (10,519
Changes in the tax rates in Mex — — (25,88¢)
Effect of currency translation on tax base (6,060) (7,037 (12,11)
Effect of taxable exchange differenc 10,06¢ 17,08’ 10,74:
Utilization of previously unrecognized tax los: (3,050 (1,046) (10,83)
Tax charge 869,977 567,36¢ 217,22¢

(@) Tenaris applies the liability method to recognieéetred income tax expense on temporary differeheégeen the tax bases of assets

their carrying amounts in the financial statemeBisapplication of this method, Tenaris recognigass and losses on deferred income
tax due to the effect of the change in the valuthefArgentine peso on the tax bases of the fisaséta of its Argentine subsidiaries,
which have the U.S. dollar as their functional eaay. These gains and losses are required by IF&Steough the devalued tax basis of
the relevant assets will result in a reduced deitdne of amortization deductions for tax purpasefsiture periods throughout the useful
life of those assets. As a result, the resultinfigrded income tax charge does not represent aatepatoligation of Tenaris that is due and
payable in any of the relevant perio

Earnings and dividends per share

Earnings per share are calculated by dividing #tdéncome attributable to equity holders of the @any by the daily weighted average
number of ordinary shares in issue during the year.

Year ended December 31,

2006 2005 2004

Net income attributable to equity holdt 1,945,31. 1,277,54 784,70:
Weighted average number of ordinary shares in i 1,180,538 1,180,53° 1,180,50
Basic and diluted earnings per sh 1.6t 1.0¢ 0.6€
Basic and diluted earnings per Al 3.3(C 2.1¢€ 1.3
Dividends paic (204,23) (349,439 (135,05)
Dividends per shar 0.17 0.3C 0.11
Dividends per AD¢ 0.3t 0.5¢ 0.2
Net income from discontinued operatic 47,18( 3 4,02¢
Basic and diluted earnings per sh 0.0< 0.0C 0.0C
Basic and diluted earnings per Al 0.0¢ 0.0C 0.01

The shareholders’ meeting held on June 7, 2006oapdrthe payment of a dividend in the amount o8$@er share or approximately $354.1

million, corresponding to operating results for 300his amount included the interim dividend paidNiovember, 2005, in the amount of
$0.127 per share or approximately $149.9 millioendris paid the balance of the annual dividend atimogy to approximately $204.2 million
corresponding to $0.173 per share during 2006.rMgu2D05 Tenaris paid $199.5 million correspondm§Q@.169 per share.

The ratio of ordinary shares per American Depogi&irares (ADSs) was changed from a ratio of one &l to ten ordinary sharesto a
ratio of one ADS equal to two ordinary shares. thplementation date for this change was April 28)@, for shareholders of record at
April 17, 2006. Earnings per ADS reflected aboveehbeen adjusted for this change in the conversito.
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10 Property, plant and equipment, net

Vehicles,
Land, Plant and furniture Spare
building and production and Work in parts and
Year ended December 31, 20C improvements equipment fixtures progress equipment Total
Cost
Values at the beginning of the ye¢ 408,19: 5,442,18  126,31* 173,71t 24,237 6,174,63
Translation difference 9,741 124,25¢ 3,78¢ 16,45( 1,04 155,27¢
Additions 6,52 14,03( 931 387,51t 5,40(C 414,40:
Disposals / Consumptiot (11,847 (34,608 (5,439 (21) (12,559 (64,469
Transfers / Reclassificatiol 12,63 171,27: 19,50t (211,45() 7,731 (307)
Increase due to business combinations (see Not 126,00: 277,06t 26,581 27,551 3,73( 460,93’
Disposal due to sale of subsidiar (8,306) (2,239 (3,509 (924) (1,174 (16,146
Values at the end of the ye 54294 5,991,961 168,17: 392,84 28,41: 7,124,34.
Depreciation
Accumulated at the beginning of the y: 136,23. 3,700,67t 100,82! — 6,871 3,944,60:
Translation difference 1,86¢ 56,21: 2,197 — 33C 60,60
Depreciation charg 11,09 174,27¢ 11,33: — 78t 197,49(
Disposal due to sale of subsidiar (1,479 (1,562) (2,05%) — (652) (5,74%
Disposals / Consumptiot (38 (8,94) (2,869 — ©)] (11,84
Transfers / Reclassificatiol (73%) (2,729 3,47( — (14) —
Accumulated at the end of the y 146,94. 3,917,94. 112,90( — 7,31¢ 4,185,101
At December 31, 200t 396,00t 2,074,02! 55,277  392,84: 21,09¢ 2,939,24.
Vehicles,
Land, Plant and furniture Spare
building and production and Work in parts and
Year ended December 31, 20C improvements equipment fixtures progress equipment Total
Cost
Values at the beginning of the ye¢ 353,41¢ 5,386,281 118,19: 84,94 19,26 5,962,101
Translation difference 5,56¢ (104,10 (244) 38¢ (844) (99,239
Additions 2,72 10,15¢ 2,49¢ 238,31 10,70¢ 264,39!
Disposals / Consumptiot (2,047 (9,349 (3,329 — (5,119 (29,829
Transfers / Reclassificatiol 24,59 118,42¢ 6,84 (150,09) 231 4
Increase due to business combinations (see Not 23,93: 40,75¢ 2,351 16¢€ — 67,21
Values at the end of the ye 408,19: 5,442,18  126,31* 173,71t 24,237 6,174,63
Depreciation
Accumulated at the beginning of the yi 128,14¢ 3,568,05! 94,571 — 6,71€ 3,797,49
Translation difference 1,77¢ (37,199 (158 — (37€) (35,959
Depreciation charg 13,177 170,49: 8,64¢ — 69¢ 193,01!
Disposals / Consumptiot (51%) (7,047 (2,229 — (167) (9,95¢)
Transfers / Reclassificatiol (6,357) 6,37 (16) — — —
Accumulated at the end of the y¢ 136,23. 3,700,67' 100,82! — 6,871 3,944,60:
At December 31, 200! 271,96( 1,741,50! 25,49: 173,71 17,36¢ 2,230,033

Property, plant and equipment include capitalizedrest of $19,686. The net amount at Decembe2@®16 is $2,854.
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11 Intangible assets, ne

Information Licenses, Customer
patents anc relationships
system Goodwill
Year ended December 31, 20C projects trademarks (@) (a) Total
Cost
Values at the beginning of the ye¢ 129,41° 10,28t 113,43: — 253,13!
Translation difference 5,64¢ 1,00( — — 6,64¢
Additions 26,13 931 — — 27,06¢
Increase due to business combinations (see Not 11,81 97,90C 1,114,28 1,493,800 2,717,79
Transfers / Reclassificatiol 307 — — — 307
Disposals (1,16%) (18) — — (1,189
Disposal due to sale of subsidiar (17,00) (6,95§) — — (23,959
Values at the end of the ye 155,15! 103,14( 1,227,721 1,493,801 2,979,81!
Amortization and impairment
Accumulated at the beginning of the y: 85,16¢ 8,87z — — 94,03¢
Translation difference 4,17¢ 1,131 — — 5,30¢
Amortization charge 20,74¢ 9,291 — 27,47 57,51¢
Transfers / Reclassificatiol — — — — —
Disposals (1,035 (18) — — (1,059
Disposal due to sale of subsidiar (13,97 (6,51F) — — (20,486
Accumulated at the end of the y 95,07¢ 12,76 — 27,47, 135,31
At December 31,200¢ 60,07¢ 90,37¢ 1,227,721 1,466,32. 2,844,49i
Information Licenses
Negative
system and Goodwill goodwill
Year ended December 31, 20C projects patents (@) (a) Total
Cost
Values at the beginning of the ye 114,58 11,02¢ 112,66« (133,88()  104,39(
Effect of adopting IFRS — — — 133,88t 133,88t
Translation difference (4,14 (1,172) — — (5,320
Additions 19,27¢ 801 — — 20,07¢
Increase due to business combinations (see Not — — 76¢ — 76¢
Transfers / Reclassificatiol 4 — — — 4
Disposals (301 (372 — — (673
Values at the end of the ye 129,41° 10,28t 113,43: — 253,13!
Amortization and impairment
Accumulated at the beginning of the y: 68,98¢ 9,301 — (23,11) 55,17¢
Effect of adopting IFRS — — — 23,11 23,11
Translation difference (3,852 (1,06€) — — (4,91¢
Amortization charge 20,23! 981 — — 21,21
Transfers / Reclassificatiol — — — — —
Disposals (204) (344) — — (548)
Accumulated at the end of the y¢ 85,16¢ 8,872 — — 94,03¢
At December 31,200 44,25 1,41% 113,43: — 159,09¢

(@) Corresponds to the Tubes segn
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11 Intangible assets, net (Cor'd.)
The geographical allocation of goodwill is presenbelow.

Year ended December 3]

2006 2005
South Americe 94,647 93,23¢
Europe 76¢ 76¢
North America 1,132,311 19,42

1,227,721 113,43:

Impairment tests for goodw

Goodwill is tested at the level of the CGUs. Impent testing of the CGU is carried out and the &@tuuse determined in accordance with the
discounted cash flow method. In order to performtdst, Tenaris, uses projections for the nextabsybased on past performance

and expectations of market development. After ittle year a perpetuity rate with no grow up inceeass utilized. The discount rates used for
these tests are based on Tenaris’ weighted averag®f capital adjusted for specific country andency risks associated with the cash flow
projections. Discount rates used range from 9%286.1

No impairment charge resulted from the impairmeasts performec

As explained in Note 28 Tenaris acquired MaveriokQztober 5, 2006. Goodwill of $1,113 million adsteom this acquisition as the
difference between the acquisition price and tlreviglue on the acquisition date of the identif@akdngible and intangible assets and liabilities
determined mainly by an independent valuation. Groant of the recent date of the transaction, tmepany’s fair value is the same as its
transaction value. Accordingly, no impairment netdke recorded.

12 Investments in associated companie

Year ended December 31

2006 2005
At the beginning of the ye: 257,23¢ 99,45!
Translation difference (4,016) (22,869
Equity in earnings of associated compat 95,26( 117,00
Dividends and distributions receiv — (59,129
Reorganization of Dalmine Energie, Lomc
and other: 10,01 —

Capitalization of convertible loan in Amazot 40,50f 120,05¢
Increase in equity reserves in Terni 23,96. 2,71¢
At the end of the year 422,95¢ 257,23¢

The principal associated companies are:

Percentage of ownership and

voting rights at December 31, Value at December 31,
Company Country of incorporation 2006 2005 2006 2005
Ternium S.A. Luxembourg 11.4€% 15.0(% 408,04 253,79¢
Dalmine Energie S.p./ Italy 25.0(% 0.0(% 8,40z —
Others — — — 6,512 3,43¢

422,95¢ 257,23«
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12 Investments in associated companies (Cc'd.)

Summarized financial information of each signifitassociated company, including the aggregated ate@i assets, liabilities, revenues and

profit or loss is as follows:

Non-current assel
Current assetl

Total asset
Non-current liabilities
Current liabilities
Total liabilities
Minority interest
Revenue!

Gross profi
Profit/Loss

(&) Corresponds to the result of the one month penmtted December 31, 20C

13 Other investments— non current

Deposits with insurance compan
Investments in other compani
Others

14 Receivables non current

Government entitie

Employee advances and lo¢
Tax credits

Trade receivable

Receivables from related parti
Convertible loan:

Receivables on ¢ take contrac
Other

Allowances for doubtful accounts (see Note 23
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Ternium S.A. Dalmine Energie S.p.A. ()
2006 2005 2006

6,124,321 6,116,42. 9,17¢
2,646,21. 2,543,55! 227,39
8,770,53' 8,659,98. 236,56¢
1,875,89. 3,690,62 5,017
1,407,50. 1,393,43. 197,94«
3,283,39¢ 5,084,06. 202,96
1,729,58: 1,733,46! —
6,568,97! 4,447,68! 77,84
2,267,59. 1,976,83! 4,271

795,42: 704,40¢ 7,78¢

Year ended December 31

2006 2005
13,93 12,00
12,72 12,86¢
172 774
26,83 25,64

Year ended December 31

2006 2005
5,79¢ 5,91¢
7,76¢ 5,05:

11,64( 6,121
1,14¢ 1,10¢
2,82¢ 3,321

— 40,35¢
8,371 9,671
17,80: 9,74¢
55,35¢ 81,30:
(14,120 (15,450
41,23 65,85:
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15

Inventories

Finished good
Goods in proces
Raw material
Supplies

Goods in transi

Allowance for obsolescence (Note 24

16 Receivables and prepayment

Reimbursements and other receive
Government entitie

Employee advances and lo¢
Advances to suppliel

Other advance

Government tax refunds on expc
Receivables from related parti
Miscellaneou:

Allowance for other doubtful accounts (see Notgip4

17 Current tax assets

V.A.T. credits
Prepaid taxe

18 Trade receivables

Current account
Notes receivable
Receivables from related parti

Allowance for doubtful accounts (see Note 24
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Year ended December 31

2006 2005
1,060,32. 479,75t
430,82¢ 404,51t

421,32: 183,90(
328,32 241,97-
210,98! 151,71¢

2,451,78  1,461,86:
(79,479 (85,750

2,372,30:i 1,376,111

Year ended December 31

2006 2005
59,34¢ 25,04
1,951 19,04«
8,671 7,92:
123,36¢ 49,21¢
1,531 1,62¢
33,38’ 16,41(
19,16( 13,69t
32,99t 23,41
280,41¢ 156,36
(7,789 (13,08
272,63.  143,28.

Year ended December 31,

2006 2005
123,36 90,00

79,35. 12,45
202,71¢ _ 102,45!

Year ended December 31

2006 2005
1,544,20. 1,256,88
83,90¢ 60,97:
19,91¢ 31,27¢
1,648,02°  1,349,13:
(22,780 (24,96
1,625,224  1,324,17
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19 Cash and cash equivalents, and Other investmen

Other investments
Financial assel

Cash and cash equivalent
Cash and shc—term liquid investment

20 Borrowings

Non-Current

Bank borrowings
Other loans

Finance lease liabilitie
Costs of issue of de!

Current

Bank Borrowings
Other loans

Bank Overdraft:
Finance lease liabilitie
Costs of issue of de

Total Borrowings

The maturity of borrowings is as follows:

At December 31, 200t
Financial leas:
Other borrowing:

Year ended December 31

2006 2005
183,60« 119,90°
1,372,320 707,35t

Year ended December 31,

2006 2005
2,823,05. 635,89¢
50,47¢ 38,40
4,56t 5,42t
(21,050 (1,616
2,857,041 678,11:
707,61( 238,51(
83,94: 67,45
7,30( 24,715
1,38¢ 1,50z
(6,039 —
794,19 332,18(
3,651,24. 1,010,29.
1 year or 1-2 2-3 3-4 4-5 Over 5
less years years years years years Total
1,38¢ 1,11¢ 822 75€ 663 1,20¢ 5,94¢

792,817 803,38: 924,64 568,96! 507,03( 48,45¢ 3,645,29

Total borrowings 794,19° 804,49 925,46¢ 569,72 507,69 49,66« 3,651,24.
Significant borrowings include:

In million of $
Date Borrower Type Original Principal amount Outstanding principal amount Maturity
March 200t Tamsa Syndicated loa 300.( 300.( March 201C
April 2005 Siderca Syndicated loa 125.( 93.¢ April 2008
October 200¢ Tenaris S.A Syndicated loa 500.( 500.( October 201
October 200¢ Tamsa Syndicated loa 700.( 700.( October 201
October 200¢ Siderca Syndicated loa 480.5 480.k October 200
October 200¢ Dalmine Syndicated loa 150.( 150.( October 201
October 200¢ Algoma Tube Syndicated loa 100.( 100.( October 201
October 200¢ Maverick Syndicated loa 750.( 750.( October 201
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20 Borrowings (Cont'd.)

The main covenants on these loan agreements dtatlons on liens and encumbrances, restrictiorigvastments and capital expenditures,
limitations in the sale of certain assets and cdéanpk with financial ratios (e.g, leverage ratial amerest coverage ratio calculated on each
subsidiary’s financial statements). In additionpd@es’s loan agreement is secured with a pledgepercentage of Maverick’s shares, as
explained in Note 28. Tenaris is allowed to makgnpents such as dividends, repurchase or redemgtisinares up to the greater of $475
million or 25% of consolidated net income for threyaous fiscal year; once the outstanding amouftesfaris’facility is less than $425 millio
no restrictions will apply.

Tenaris’ consolidated debt includes $127 milliorDaeflmine and $26 million of Confab secured by darfaoperties of these subsidiaries.
As of December 31, 2006, Tenaris was in compliawitie all of its covenants.

The weighted average interest rates before tax st@low were calculated using the rates set fon @s&trument in its corresponding currency
as of December 31, 2006 and 2005. These ratestrdile upward trend in the reference rates.

2006 2005
Bank borrowings 6.12% 5.1%%
Other loans 55(% 4.51%
Finance lease liabilitie 3.71% 3.14&%
Breakdown of long-term borrowings by currency aattiis as follows:
Non current bank borrowings
Year ended December 31,
Currency Interest rates 2006 2005
uUsbD Variable 3,140,809 546,92:
UsD Fixed 10,28¢ —
EURO Variable 40,46 93,621
EURO Fixed 6,24¢ 30,70¢
JPY Variable — 23,31(
JPY Fixed 11,854 17,08
BRS Variable 25,93¢ 23,30¢
3,235,68. 734,95:
Less: Current portion of medium and Ic- term loans (412,63)) (99,055
Total non current bank borrowings 2,823,05. 635,89¢
Non current other loans
Year ended December 31
Currency Interest rates 2006 2005
COP Variable 622 —
uUsD Variable 52,85 49,33.
53,47¢ 49,33:
Less: Current portion of medium and Ic- term loans (2,99¢) (10,929
Total non current other loal 50,47¢ 38,40
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20 Borrowings (Cont'd.)

Non current finance lease liabilities

Year ended December 31,

Currency Interest rates 2006 2005
EURO Fixed 79 29
COP Variable 18t —
JPY Fixed 5,68¢ 6,89¢
5,94¢ 6,927

Less: Current portion of medium and Ic- term loans (1,389 (1,502
Total non current finance leas 4,56! 5,42¢
The carrying amounts of Tenaris’ assets pledgembbateral of liabilities are as follows:

Year ended December 31,

2006 2005

Property, plant and equipment morta 554,07¢ 595,62
Breakdown of short-term borrowings by currency eate is as follows:
Current bank borrowings

Year ended December 31
Currency Interest rates 2006 2005
uUsbD Variable 456,95 50,591
uUsb Fixed 202,62( 55,94¢
EUR Variable 23,36¢ 64,81(
EUR Fixed 1,14¢ 1,88
JPY Variable — 10,74
JPY Fixed 11,85« 5,22¢
BRS Variable 8,25¢ 5,19
ARS Fixed — 44,11
NGN Fixed 3,40z —
VEB Fixed 13 —

Total current bank borrowings

Bank overdrafts

707,61( 238,51(

Year ended December 31

Currency 2006 2005
usD 1,85¢ 16,40¢
EUR 2,55¢ 3,29¢
ARS 1,83¢ 3,19¢
VEB — 1,82(C
CAD 864 —
NOK 182 —
RON 2 —
Total current bank overdrafts 7,30( 24,717
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20 Borrowings (Cont'd.)

Current other loans

Year ended December 31,

Currency Interest rates 2006 2005
EUR Variable 73,18 51,33
UsD Variable 10,25: 16,11¢
UsD Fixed 462 —
COoP Variable 46 —
Total Current other loans 83,94: 67,45

Current finance lease liabilities

Year ended December 31,

Currency Interest rates 2006 2005
EUR Fixed 21 29
COP Variable 121 —
JPY Fixed 1,24z 1,47:
Total current finance leases 1,38¢ 1,50z

21 Deferred income tax

Deferred income taxes are calculated in full ongerary differences under the liability method usihg tax rate of each country.

The movement on the deferred income tax accowat fsllows:

At the beginning of the ye:
Translation difference
Increase due to business combinati

Disposals

Income statement crec
Effect of currency translation on tax b
Deferred employe( statutory profit sharing charg

At the end of the yet

Year ended December 31,

2006 2005
158,52! 210,80:
2,57(C 8,60¢
560,45( —
2,971

(17389  (61.83)
(6,060 (7,039
(762) 7,98¢

700,30 158,52!

The evolution of deferred tax assets and liabdidering the year are as follows:

Deferred tax liabilities

At the beginning of the ye:
Translation difference

Increase due to business combinati

Disposals

Income statement charge / (cres

At December 31, 200t

Intangible and

Fixed asset Inventories Other (a) Total
227,37( 45,60( 80,42t 353,39¢
6,67( (309) 131 6,497
75,45¢ 2,28¢ 581,09 658,83
— (6) (162) (16S)
7,65¢ 3,79¢ (38,060 (26,61

317,14t 51,36

623,43( 991,94!
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21 Deferred income tax (Con’'d.)

Fixed asset  Inventories Other (a) Total
At the beginning of the ye: 204,24: 63,45! 104,27¢ 371,97
Translation difference 19,48¢ 2,48 48¢ 22,451
Income statement charge / (cres 3,641 (20,339 (24,349 (41,03)
At December 31, 200! 227,37( 45,60( 80,42t 353,39!
(@) Includes the effect of currency translation onltase explained in Note
Deferred tax assets
Provisions
and allowance: Inventories  Tax losse Other Total
At the beginning of the yei (32,63) (74,219 (11,999 (76,03¢) (194,879
Translation difference (2,342 179 (577) (825) (3,929
Increase due to business combinati (7,00%) (3,137 (1,119 (87,139 (98,389
Disposal 97t — — 2,16t 3,14(C
Income statement charge / (cret (1,267) (65,319  10,04¢ 58,93¢ 2,404
At December 31, 200t (42,27() (142,84) (3,634 (102,899 (291,64)
Provisions
and allowance: Inventories  Tax losse Other Total
At the beginning of the yei (62,629 (41,297 (15,707) (41,54%H (161,17
Translation difference (13,239 (232 79z (1,179 (13,859
Income statement charge / (cret 43,231 (32,690 2,922 (33,319 (19,849
At December 31, 200! (32,63) (74,214 (11,997 (76,03¢) (194,879

Deferred income tax assets and liabilities areetffghen (1) there is a legally enforceable righgatoff current tax assets against current tax
liabilities and (2) the deferred income taxes eetatthe same fiscal authority. The following amtsudetermined after appropriate setoff, are
shown in the consolidated balance sheet:

Year ended December 31,

2006 2005
Deferred tax asse (291,64) (194,879
Deferred tax liabilitie: 991,94! 353,39¢

700,30¢ 158,52!

The amounts shown in the balance sheet includitiosving:

Year ended December 31,

2006 2005
Deferred tax assets to be recovered after morelhanonths (79,81)) (49,662)
Deferred tax liabilities to be recovered after mibr@n 12 month 849,73( 225,48t
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22  Other liabilities
(i) Other liabilities — Non current

Employee liabilities

Employef's statutory profit sharin
Employee severance indemn
Pension benefit

Taxes payabl
Miscellaneou:

(@) Employee’ severance indemni

The amounts recognized in the balance sheet dofl@ss:

Total included in non - current Employee liabilities

The amounts recognized in the income statemerdasfellows:

Current service co:
Interest cos

Total included in Labor costs

The principal actuarial assumptions used were lésAfs:

Discount rate
Rate of compensation incree

(b) Pension benefit

The amounts recognized in the balance sheet agendieed as follows:

Present value of unfunded obligatic
Unrecognized actuarial loss

Liability in the balance sheet
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Year ended December 31
2006 2005

64,19¢ 64,01(
67,59¢ 62,27¢
36,06 10,78¢
167,86: 137,07
8,84: 9,36¢
10,02! 7,93
18,86:¢ 17,30:
186,72 154,37t

Year ended December 31
2006 2005

67,59¢ 62,27¢

Year ended December 31,
2006 2005 2004

8,731 7,84¢€ 9,99¢
2,851 2,771 2,90¢
11,58¢ 10,61 12,90

Year ended December 31

200¢ 200¢ 200!
4% -5% 5% 4%
2% -4% 4% 3%

Year ended December 31,

2006 2005

41,15¢ 15,70;
(5,089) (4,919)
36,06 10,78¢
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22 Other liabilities (Cont’d.)

The amounts recognized in the income statemerdasfellows:

Current service co:
Interest cos

Net actuarial losses in the income recognized enytar
Total included in Labor costs

Movement in the liability recognized in the balarsteet:

At the beginning of the ye:

Transfers and new participants of the

Total expensi
Translation difference
Contributions paic

Increase due to business combinati

Disposal
At the end of the year

The principal actuarial assumptions used were #s\ics:

Discount rate

Rate of compensation incree

(i) Other liabilities — current

Payroll and social security payal

Liabilities with related partie
Miscellaneous
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Year ended December 31,
2006 2005 2004

1,40( 544 571
2,188 917  87°F
(1,124 326 2,87(
2,461 1,790 4,31¢

Year ended December 31

2006 2005
10,78¢ 11,57¢
992 —
2,461 1,79(
(654) (272)
(2,696) (2,309)
25,307 —
(131) —
36,06 10,78¢

Year ended December 31

200¢ 200¢ 200!
59 - 7% 7% 7%
2% - 5% 2% 2%

Year ended December 31,

2006 2005
148,14¢ 102,05:
2,231 2,68¢

37,31¢ 34,13¢
187,70: 138,87!
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23 Non-current allowances and provisions
() Deducted from non current receivab

Values at the beginning of the ye
Translation difference
Reversals / Additional allowances |

Used (*)
At December 3:

(*) Includes effect of allowances on —take credits, which are reflected in the Cost tdsi

(i) Liabilities

Values at the beginning of the ye¢
Translation difference

Increase due to business combinati
Reversals / Additional provisior

Reclassification:
Used

24 Current allowances and provisions
() Deducted from asse

Year ended December 31, 20C
Values at the beginning of the ye

Translation difference

Increase due to business combinati
Disposal due to deconsolidati
Reversals / Additional allowanc

Used
At December 31, 200t

Year ended December 31, 20C
Values at the beginning of the ye

Translation difference

Increase due to business combinati
Reversals / Additional allowanc

Used
At December 31, 200!
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Allowance for
doubtful accounts -

Trade receivables

(24,967)
(1,274)
(1,679)

3,22:
(1,449)
3,35(

(22,786

(24,169
1,30¢
(849)
(4,729
3,45¢

(24,967)

Year ended December 31

2006 2005
(15,450 (13,177
152 18E
(15) (81)
1,19z (2,387)
(14,120  (15,45()

Year ended December 31,

2006 2005
43,96:  31,77¢
2,99¢ 40€
11,39 —
12,14¢ 16,01t
31,91( —
(10,380 (4,239
92,027 43,96

Allowance for other
doubtful accounts -
Other receivables

(13,087
(575)
(18¢)

64C
5,42¢

(7,789

(8,346)
(174)

(3,709
(85¢)
(13,08

Allowance for

inventory
obsolescence

(85,75()
(4,15))
(253)

8,00¢
2,67¢

(79,479

(67,127)
2,941
(11,937)
(20,307
10,66¢

(85,75()
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24 Current allowances and provisions (Cor’d.)

(i) Liabilities
Other claims anc
Sales risk: contingencies Total

Year ended December 31, 20C

Values at the beginning of the ye 3,48¢ 33,45¢ 36,94t
Translation difference 112 2,69( 2,80z
Increase due to business combinati 16,70( 781 17,48
Reversals / Additional allowanc 84C 80¢ 1,64¢
Reclassification: — (27,97 (27,97
Used (1,047 (3,207 (4,254
At December 31, 200t 20,09¢ 6,551 26,64¢
Year ended December 31, 20C

Values at the beginning of the ye 5,50¢ 37,123 42,63¢
Translation difference (519) (3,849 (4,367)
Reversals / Additional allowanc (493 8,221 7,73¢
Used (1,009 (8,049 (9,05%)
At December 31, 200! 3,48¢ 33,45¢ 36,94¢

25 Derivative financial instruments

Net fair values of derivative financial instrume

The net fair values of derivative financial instrems disclosed within Other liabilities and Othecaivables at the balance sheet date, in
accordance with IAS 39, were:

Year ended December 31,

2006 2005
Contracts with positive fair value
Interest rate swap contrat 722 3,641
Forward foreign exchange contra 1,18¢ 441
Contracts with negative fair valu
Interest rate swap contrac (242) (921)
Forward foreign exchange contra (1,959 (7,81
Derivative financial instruments breakdown is afofes:
Variable interest rate swaps
Fair Value

Year ended December 31,
Notional amount Swap Term 2006 2005
EUR 9,097 Pay fixed / Receive variab 2007 8 (410
EUR 1,17¢ Pay fixed / Receive variab 200¢ (34) (82
EUR 5,83( Pay fixed / Receive variab 201C (190 (429
uUsb 100,00( Pay fixed / Receive variab 200¢ — 2,22¢
uUsbD 200,00( Interest rate colla 201C — 1,41:
uUsb 1,500,001 Interest rate colla 200¢ 71z —

48C 2,72C
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25 Derivative financial instruments (Cont'd.)

To partially hedge future interest payments, ad ageto minimize the effect of floating rates, Tesdas entered into zero cost interest rate
collars. In these contracts, effective as from BpOi07, the Company has agreed to exchange withaheterparty, at specified intervals, the
difference between interest amounts calculatecefgrence to an agreed-upon notional principal amolubdSD 1,500.0 million, to the extent
that it is lower than the floor or greater than thg established in such contracts.

Exchange rate derivative

Fair Value

Year ended December 31,
Currencies Contract Term 2006 2005
USD / EUR Euro Forward purchas: 2008/200 87C (1,502
JPY /USD Japanese Yen Forward purcha 2007 (1,229 (3,579
CAD / USD Canadian Dollar Forward sal 2007 31¢ —
BRL / USD Brazilian Real Forward sals 2007 — 8
ARS / USD Argentine Peso Forward purcha: 2007 — (2,18¢)
ARS /USD Argentine Peso Forward sal 2007 (359 —
KWD / USD Kuwaiti Dinar Forward sale 2007 (370 (11€)

(770) (7,379

26 Contingencies, commitments and restrictions on thdistribution of profits

Tenaris is involved in litigation arising from tinte time in the ordinary course of business. Basethanagement’s assessment and the advice
of legal counsel, it is not anticipated that thiégnuhte resolution of pending litigation will resut amounts in excess of recorded provisions
(Notes 23 and 24) that would be material to Tehadssolidated financial position or results of ogténs.

Conversion of tax loss carry-forwards

On December 18, 2000, the Argentine tax authoni@#ied Siderca S.A.l.C. (“Siderca”, a subsidiafythe Company organized in Argentina)
of an income tax assessment related to the coveositax loss carry-forwards into Debt ConsolidatBonds under Argentine Law

No. 24.073. The adjustments proposed by the tehoaties represent an estimated contingency of ARPillion (approximately $23.
million) at December 31, 2006 in taxes and peralBased on the views of Siderca’s tax advisoreaiflie believes that the ultimate resolution
of the matter will not result in a material obligat. Accordingly, no provision was recorded in taésancial statements.

Asbestc-related Litigation

Dalmine S.p.A. (“Dalmine”), a subsidiary of the Cpamy organized in Italy is currently subject tatden civil proceedings for work-related
injuries arising from the use of asbestos in itsiafacturing processes during the period from 1960980. In addition, another eighteen
asbestos related out-of-court claims and one paity claim have been forwarded to Dalmine.

As of December 31, 2006, the total claims pendugjrest Dalmine were thirty two (of which, three amvered by insurance): during 2006 two
new claims were filed four claims were dismissed ane claim was settled. Aggregate settlement ¢ostate for Tenaris are Euro3.8 million.
Dalmine estimates that its potential liability ionmection with the claims not yet settled is appr@tely Euro 12.6 million ($ 16.6 million).

Accruals for Dalmine’s potential liability are baken the average of the amounts paid by Dalminadbestoselated claims plus an additior
amount related to some reimbursements requestdtelsocial security authority. The maximum potddigbility is not determinable as in
some cases the requests for damages do not spewifynts, and instead is to be determined by the.chie timing of payment of the amou
claimed is not presently determinable.
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26 Contingencies, commitments and restrictions on thdistribution of profits (Cont 'd.)

Maverick litigation

On December 11, 2006, The Bank of New York (“BNYd$, trustee for the holders of the Maverick 2004@8avertible Senior Subordinated
Notes due 2033 issued pursuant to an IndenturecleatMaverick and BNY“Noteholders”), filed a complaint against Maverigkd Tenaris in
the United States District Court for the Southerstiizt of New York. The complaint alleges that &eis’s acquisition of Maverick triggered
the “Public Acquirer Change of Control” provisiohtbe Indenture. The complaint asserts breach ofraot claim against Maverick for
refusing to deliver the consideration specifiedhia Public Acquirer Change of Control provisiortivé Indenture to Noteholders who tendered
their notes for such consideration, seeks a deolgrjudgment that Tenaris’ acquisition of Maverisks a Public Acquirer Change of Control
under the Indenture, and asserts claims for togtumtgrference with contract and unjust enrichnagyainst Tenaris.

Tenaris believes that these claims are withouttm&cicordingly, no provision was recorded in thésancial statements. Were plaintiff to
prevail, Tenaris estimates that the recovery wbel@pproximately $50 million.

European Commission Fir

On January 25, 2007, the Court of Justice of th@f@an Commission confirmed the December 8, 198&ida by the European Commission
to fine eight international steel pipe manufactsiré@icluding Dalmine, for violation of European goetition laws. Pursuant to the Court’s
decision, Dalmine is required to pay a fine of Burd million ($13.3 million). Since the infringemsrfor which the fine was imposed took
place prior to the acquisition of Dalmine by Tesan 1996, Dalmines former owner, who had instructed Dalmine to appeaequired and h:
acknowledged its responsibility to pay 84.1% offihe. The remaining 15.9% of the fine will be paidt of the provision that Dalmine
established in 1999 for such proceeding.

BHP litigation and arbitration proceeding againsirfecna

On December 30, 2003 Dalmine and a consortiumyedHP Billiton Petroleum Ltd. (“BHP”) settled ailiiation concerning the failure of an
underwater pipeline. The pipe that was the sulgjetite litigation with BHP was manufactured anddsaind the tort alleged by BHP took ple
prior to the privatization of Dalmine. Accordingttee terms of the settlement, Dalmine paid BHPtal tof GBP 108.0 million ($207.2 million),
inclusive of expenses. Techint Investments Nethdda.V. (“Tenet”) — the subsidiary of the Compadhgt was party to the Dalmine
privatization contract — commenced arbitration pextings against Fintecna S.p.A. (“Fintecna”), afidh state-owned entity and successor to
ILVA S.p.A,, the former owner of Dalmine, seekimgiemnification from Fintecna for any amounts paig@yable by Dalmine to BHP. On
December 28, 2004, an arbitral tribunal renderédah award in the arbitration proceeding againistécna, pursuant to which, Fintecna paid
Tenaris a total amount of Euro 93.8 million ($12mi®lion) on March 15, 2005. Neither party has dmsther outstanding obligations in respect
of the BHP litigation.

Commitments
Set forth is a description of Tenaris’ main outsliag commitments:

» Tenaris has transportation capacity agreementswiéhsportadora de Gas del Norte S.A. (TGN), cpording to capacity of
1,000,000 cubic meters per day until 2017, thetanting value of this commitment is approximate®g@$ million. We also expect
to obtain additional gas transportation capacitg18,000 cubic meters per day until 2027. This citment is subject to the
enlargement of the trunk pipelines in Argentina tr@ expected to be ready by 20
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26 Contingencies, commitments and restrictions on thdistribution of profits (Cont 'd.)

Commitment¢Cont’d.)

In July 2004, Tenar’' subsidiary Matesi Materiales Siderurgicos S“Mates”) entered into a twen-year agreement with C.V.(
Electrificacion del Caroni, C.A. (“Edelca”) for thirchase of electric power under certain takeayrqonditions, with an option to
terminate the contract at any time upon three yeatise. The outstanding value of the contractetdnber 31, 2006 is
approximately $65.9millior

In August 2004 Matesi entered into a-year ofttake contract pursuant to which Matesi is requiceskell to Sidor on a ta-or-pay
basis 29.9% of Matesi’s HBI production. In additi@idor has the right to increase its proportiorMatesi's production by an ext
19.9% until reaching 49.8% of Matesi's HBI prodocti Under the contract, the sale price is deterchorea cost-plus basis. The
contract is renewable for additional three yearqusrunless Matesi or Sidor objects its renewalentban a year prior to its
termination.

Tenaris entered into a contract with Siderar ferghpply of steam generated at the power generaiiity owned by Tenaris in
San Nicolas. Under this contract, Tenaris is reglto provide 250 tn/hour of steam, and Siderattm@a®bligation to take or pay
this volume. This outsourcing contract is due tonieate in 2018. In October 2004, Tenaris detetgetinical problems at its
electric power generating facility located in Saied¥as, Argentina during the routine maintenancehefequipment. GE Energy, |
generator’'s manufacturer, assumed the cost offhans of the generator, estimated at $9.0 milliGanaris recognized a receivable
with the manufacturer for the cost of the repaienaris impaired the value of these assets undgeRy, Plant and Equipment for
$11.7 million. The reparation of the generatinglfigcwas completed by September 20

Under a lease agreement entered into in 2000 bat®Gade Srl (Italy) and Dalmine relating to a builgliocated in Sabbio
Bergamasco and used by Dalmine’s former subsidieag, Commerciale, Dalmine is obligated to bid ie #uction for the purchase
of a building owned by Gade for a minimum amounEW/R 8.3 million ($10.0 million). As of the preseatdate for the auction has
not been announce

Restrictions on the distribution of prof
As of December 31, 2006, shareholders’ equity &iseld under Luxembourg law and regulations condiste

(all amounts in thousands of U.S. dollars)

Share capite 1,180,53
Legal reserv 118,05¢
Share premiun 609,73:
Retained earnings including net income for the yemted December 31, 20 1,527,091
Total shareholders equity in accordance with Luxemburg law 3,435,42

At least 5% of the net income per year as calcdlateccordance with Luxembourg law and regulatimust be allocated to the creation of a
legal reserve equivalent to 10% of share capitaloRDecember 31, 2006, this reserve is fully ated and additional allocations to the reserve
are not required under Luxembourg law. Dividends rat be paid from this reserve.

Tenaris may pay dividends to the extent that itdiagibutable retained earnings and distributabterve calculated in accordance with
Luxembourg law and regulations, and providing tbmpliance of the covenant related to restrictechpayts stated in Note 28.
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26 Contingencies, commitments and restrictions on thdistribution of profits (Cont 'd.)
Restrictions on the distribution of profits (Cony’

At December 31, 2006, the distributable reservayiing retained earnings and profit for the finiahgear, of Tenaris under Luxembourg law
totalled $1,527.1 million, as detailed below.

(all amounts in thousands of U.S. dollars

Retained earnings at December 31, 2005 under Luaerghaw 1,171,73
Dividends receivei 566,83:
Other income and expenses for the year ended Dexxe3tb200¢ (7,240
Dividends paic (204,23)
Retained earnings at December 31, 2006 under Luxermbrg law 1,527,091

27 Ordinary shares and share premium

Number of ordinary shares
2006 2005

At January 1 and December 31 1,180,536,83 1,180,536,83

The total of issued and outstanding ordinary shasesf December 31, 2006 is 1,180,536,830 withravglae of $1.00 per share with one vote
each.

28 Business combinations and other acquisition
(a) Acquisition of Maverick Tube Corporatio“ Maverick’)

On October 5, 2006, Tenaris completed the acqomsif Maverick, pursuant to which Maverick was negtgvith and into a wholly owned
subsidiary of Tenaris. On that date, Tenaris p&fl $er share in cash for each issued and outstastisre of Maverick’s common stock. The
value of the transaction at the acquisition date $&2160 million, including Maverick’s financial biie

With operations in the United States, Canada andrlania, Maverick is a producer of oil country tuaugjoods (OCTG), line pipe and coiled
tubing for use in oil and natural gas wells andeotiipplications, also producing welded pipes fectical conduits. Maverick has a combined
annual capacity of two million short tons of stpigles with a size range from one-quarter inch tintBes. In 2005, Maverick reported net
revenues of approximately $1.8 billion, of whict82vere from its energy products division.

To finance the acquisition and the payment of eglaibligations, Tenaris and some of its subsidiegigered into syndicated loan facilities in
an aggregate of $2.7 billion; the balance was neeh fcash on hand. In connection with the finanahthe Maverick acquisition 75% of the
issued and outstanding shares of Maverick weregelédmmediately upon each payment or prepaymesgruthe Tenaris loan agreement, the
number of shares subject to the pledge shall béceztlby the percentage by which the aggregateamatisty principal amount of the loans
under such agreement is reduced by operation tf gagment or prepayment until the aggregate oudstgrprincipal amount of such loans is
less than or equal to $ 250 million. In additiomnisa and Siderca granted drag-along rights in fal/tire lenders under the Tenaris loan
agreement with respect to the remaining 25% ofghiged and outstanding shares of capital stockafavick.

Goodwill arising on the acquisition of Maverick,,$13 million is the difference between the acqigsiprice and the fair value on the
acquisition date of the identifiable tangible anthngible assets and liabilities determined maiylyndependent valuation. This goodwill
reflects the opportunity for Tenaris to increasepitesence in North America, primarily in the OCi@rket.

Tenaris began consolidating Maverick’s balance tshiee results of operations in the fourth quarfe2G96.
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28 Business combinations and other acquisition(Cont’d.)

(b) Acquisition of a steel pipe business in Argen

On January 31, 2006, Siat S.A., a subsidiary ofalfisncompleted its acquisition of the welded pagsets and facilities located in Villa
Constitucion, province of Santa Fe, Argentina, bglog to Industria Argentina de Acero, S.A. (“Acart) for $29.3 million. The facilities
acquired have an annual capacity of 80,000 tomgetded pipes.

(c) Capitalization of Convertible Debt of Consorcio &idrgia Amazonia, Ltd" Amazoni”) and Exchange of Interests in Amazonia and Y
Servicos de Consultadoria Ld¢ Ylope™) for shares of Ternium S.A Terniun™)

On February 3, 2005, Ylopa exercised its optiondivert the convertible debt it held in Amazoniinommon stock. In connection with this
conversion, Tenaris recognized a gain of $83.lionilin 2004. As a result, Tenaris’ ownership stek@mazonia increased from 14.5% to
21.2%, and its indirect ownership in Sidor C.A.ifl&") increased from 8.7% to 12.6%.

On September 9, 2005, the Company exchanged éeBit in Amazonia and Ylopa, for 209,460,856 shardernium, a newly-formed
subsidiary of San Faustin N.V. (a Netherlands Aetticorporation and the controlling shareholdeFararis) to consolidate its Latin American
holdings in flat and long steel producers Sider&.ISC., Sidor C.A. and Hylsamex, S.A de C.V. Aeeault of the exchange, which was carried
out based on fair values as determined by an iatiermally recognized investment bank engaged figrghrpose, Tenaris obtained an
ownership interest of approximately 17.9% in Tenmiu

Subsequently, on October 27, 2005, Usinas Siderasgie Minas Gerais S.A. (“Usiminas”) exchangedhiesrests in Amazonia, Ylopa and
Siderar S.A.I.C., plus additional consideratiorapproximately $114.1 million provided as a coni@etioan, for an equity stake in Ternium.
As a result of this transaction, at December 30520 enaris’ ownership stake in Ternium was reduoet.0% of Ternium’s outstanding
common stock. As this was an equity transactioheémium, the effect of $2.7 million at Tenaris’ pentage of ownership was recognized in
Other reserves in equity.

Because the exchange of Tenaris’ holdings in Ami@zand Ylopa for shares in Ternium was a transadigtween companies under common
control, Tenaris initially recorded its ownershiyerest in Ternium at the carrying value of theestments exchanged. At the transaction date,
the carrying value of Amazonia and Ylopa was $228illion while Tenaris’ proportional ownership ihe equity of Ternium at September 30,
2005 amounted to $252.3 million. The differenc&?2.6 million between the carrying value of Amazoand Ylopa and Tenaris’ proportional
ownership in the equity of Ternium will remain hetfuture. As a result of this accounting treatm&eharis reported value of its investment in
Ternium will not reflect its proportional ownershap Ternium’s net equity position.

In addition, in August 2005, Tenaris extended teniten two subordinated convertible loans consisthgrincipal amount of $39.7 million.
The principal amount of these loans at the dateedsorresponded to the amount of certain disidhatreceived from Amazonia during the
second and third quarters of 2005 in connectioh Wérnium'’s participation in Amazonia’s financiadlat restructuring in 2003. At the date of
Ternium’s initial public offering (“IPO"), the loantotaled approximately $40.5 million, includingcaged interest.

Until September 30, 2005, Tenaris recognized ibpeortional earnings in Amazonia and Ylopa, whichoanted to $26.5 million. As from the
quarter ended December 31, 2005, Tenaris recogeaetngs from its investment in Ternium to thesexibf its proportional ownership in
Ternium.

F-44



Table of Contents

Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

28 Business combinations and other acquisition(Cont’d.)

(c) Capitalization of Convertible Debt of Consar@iderurgia Amazonia, Ltd. (“Amazonia”) and Exclganof Interests in Amazonia altbpe
Servigos de Consultadoria Ldé Ylope™) for shares of Ternium S.A Terniun”) (Confd.)

On February 6, 2006, Ternium completed its IPQyirgs an additional 248,447,200 shares (equivate@dt844,720 ADS) at a price of $2.00
per share, or $20.00 per ADS. Tenaris receivediditianal 20,252,338 shares upon the mandatoryesion of its loans to Ternium. In
addition to the shares issued to Tenaris, Terngsudd shares to other shareholders correspondthgitanandatory convertible loans. On
February 23, 2006, the underwriters of Ternium® Exercised an over allotment option under whicilien issued an additional 37,267,080
shares (equivalent to 3,726,708 ADS). As a redut® PO and the conversion of loans, as of Falyr8a2006, Tenaris’ ownership stake in
Ternium amounted to 11.46%. The effect of thesestations resulted in an additional increase oftbepany’s proportional ownership in
Ternium’s equity of approximately $26.7 million, igh Tenaris recognized in Other Reserves in equity.

At December 31, 2006, the closing price of Ternalmares as quoted on the New York Stock Exchanges@@84 per ADS, giving Tenaris’
ownership stake a market value of approximatelyd®@ilion. At December 31, 2006, the carrying vatdelenaris’s ownership stake in
Ternium was approximately $408 million.

(d) Acquisition of S.C. Donasid S.# Donasic’)

On May 4, 2005, Tenaris completed the acquisitio@786 of the equity in S.C. Donasid S.A., a Romarsiteel producer, for approximately
$47.9 million in cash and assumed liabilities. Thares of Siprofer A.G. and Donasid Service Svete also acquired as part of this
transaction.

(e)Minority Interest

During the year ended December 31, 2006, additisinales of Silcotub and Dalmine were acquired fnoimority shareholders for
approximately $11.2 million.

The assets and liabilities arising from the acquitibns are as follows:

Maverick (*)  Others Total 2006  Total 2005

Other assets and liabilities (n (698,167 5,207 (692,95¢) (41,75%
Property, plant and equipme 438,04t 22,89. 460,93° 67,21!
Customer relationshir 1,493,80! — 1,493,80! —

Goodwill 1,112,88! 1,407 1,114,28 76¢
Net assets acquire 2,346,56! 29,50( 2,376,06i 26,22t
Minority interest — 11,18: 11,18 (527)
Sut-total 2,346,56! 40,68. 2,387,24! 25,69¢
Casl-acquirec 70,66( — 70,66( —

Purchase consideratit 2,417,22! 40,68: 2,457,90' 25,69¢
Liabilities paid as part of purchase agreen 743,21¢ — 743,21¢ 22,59¢
Total disbursement 3,160,44° 40,68 3,201,12i 48,29:

(*) Includes costs directly attributable to the acqiasi

Net cash consideration (total disbursement leds aaguired and common stock issued in acquisitfoninority interest) amounted to $ 48,2
at December 31, 2005.

The businesses acquired in 2006 contributed reweou®432.0 million and net income of $14.5 millitmnTenaris (not including the financial
cost related to the operation recorded in othesiglidries different from Maverick). Businesses agliin 2005 did not materially contribute
the Company’s revenue and income.
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28 Business combinations and other acquisition(Cont’d.)

Pro forma data including acquisitions for all of 2M6

Had the Maverick transaction been consummated iumadg 1, 2006, then unaudited pro forma 2006 tweteath Tenaris net sales and net
income on continuing operations would have beemamately $9.3 billion and $2.0 billion, respeealy. These pro forma results were
prepared based on public information and unauditedunting records maintained under USGAAP priadguisition and adjusted by
depreciation and amortization of tangible and igthle assets and interest expense of the borroinigred for the acquisition ($2.7 billion).
Carrying amounts of assets, liabilities and corgimtdiabilities in Maverick’s books, determineddncordance with IFRSs, immediately before
the combination are not disclosed separately, agehitk did not report IFRS information.

Subsequent event: Hydril Company (“Hydril”)

On February 12, 2007, Tenaris announced that iehteyed into a definitive merger agreement to meddydril for $97 per share of Hydril's
common stock and $97 per share of Hydril's Clag®Bmon stock, payable in cash.

Tenaris will finance the acquisition through a camaltion of cash on hand and debt, for which bankmitments have been secured.

The agreement is subject to the receipt of clearémmen U.S. antitrust authorities, majority approeBHydril’s shareholders and other
customary conditions and is expected to closearsétond quarter 2007.

Hydril is a North American manufacturer of premigonnections and pressure control products forral@as drilling and production. For
2006, Hydril reported revenues of $503 million, gigng income of $132.2 million and net income 618 million under US GAAP.

29 Cash flow disclosures

() Changes in working capit Year ended December 31
2006 2005 2004
Inventories (455,567)  (101,14) (411,049
Receivables and prepayme (181,879 1,51z (82,845
Trade receivable (226,679  (387,24()  (271,22Y
Other liabilities 7,60¢ 34,52¢ (37,449
Customer advance 236,44t (14,15¢ 72,67¢
Trade payable 150,55! 32,56 108,69:
(469,51)) (433,939 (621,18)
(i) Income tax accruals less payme
Tax accrue( 873,96’ 568,75: 220,37¢
Taxes paic (817,13)  (419,26f)  (175,71)
56,83¢ 149,48 44,65¢
(i) Interest accruals less payments,
Interest accrue 32,23: 29,23¢ 32,68t
Interest receive 11,15( 17,22% 11,98¢
Interest paic (21,479 (44,544 (27,69¢)
21,90¢ 1,91¢ 16,97
(iv) Cash and cash equivalel
Cash and bank depos 1,372,32! 707,35t 311,57¢
Bank overdraft: (7,300 (24,71) (4,25¢6)
Restricted bank deposi (22) (2,04¢) (13,500

1,365,00! 680,59: 293,82

F-46



Table of Contents

Tenaris S.A. Consolidated financial statementgHeryears ended December 31, 2006, 2005 and 2004

30 Discontinued operations
Sale of a 75% interest in Dalmine Energie

On December 1, 2006, Tenaris completed for $58lifomithe sale of a 75% participation of DalmineeEgie, its Italian supply business, to
E.ON Sales and Trading GmbH, a wholly owned subsyddof E.ON Energie AG (“E.ON”) and an indirect sidiary of E.ON AG. Following
consummation of the sale, Tenaris maintains a 28@6dst in Dalmine Energie. As a result of thisis@ction, Tenaris has de-consolidated
Dalmine Energie and recognized a $40.0 million gain

As per the sale agreement, Tenaris has an irrel@ogkion to sell to E.ON, at any time during threg/ear exercise period (in two years from
the date of the sale agreement), its 25% remainiegest in Dalmine Energie for a purchase priceaish of EUR 13.0 million plus interests.
Also, E.ON has an irrevocable option to purchasenfirenaris, at any time during the one year exenpiod (in two years from the date of
sale agreement), Tenaris’ 25% remaining intereBtaimine Energie for a purchase price in cash oREW.5 million plus interests and
adjustments. The fair value of these options atebdaer 31, 2006 is not material.

Analysis of the result of discontinued operations:

(all amounts in thousands of U.S. dollars, unlesdherwise stated) Year ended December 31,
2006 (a) 2005 2004

Net sales 503,05: 526,40t 417,87(
Cost of sale! (486,31) (513,39 398,467)
Gross profit 16,73¢ 13,01: 19,40¢
Selling, general and administrative exper (8,02%) (10,259 (11,229
Other operating income (expenses), 2,46¢ (220) (329
Operating income 11,18: 2,53¢ 7,86(
Financial income (expenses), | 16 (1,152 (577
Income before equity in earnings of associated corapies and income ta 11,19¢ 1,38 7,28:
Equity in earnings of associated compai — — (209
Gain on disposal of subsidia 39,98¢ — —
Income before income tay 51,18¢ 1,38: 7,17¢
Income tax (4,004 (1,385 (3,150
Income for the year from discontinued operations 47,18( 3 4,02¢

(@) Includes the results for the eleven month periatedrNovember 30, 2006. The result for the one mpatfod ended December 31, 2(
is included in Equity in earnings of associated pames in the Consolidated Income staterr

Cash of discontinued operations increased by $#l®mand decrease by $1.0 million in 2006 and 208spectively mainly from operating
activities.

31 Related party transactions

The Company is controlled by San Faustin N.V., thedands Antilles corporation, which owns 60.4%tef Company’s outstanding
shares, either directly or through its wholly-owrsedbsidiary I.I.I. Industrial Investments Inc., ay@nan Islands corporation. Tenaris’
directors and executive officers as a group ow#®a? the Company'’s outstanding shares, while theaiaing 39.4% is publicly traded.
The ultimate controlling entity of the Company isdRa & Partners S.A., a British Virgin Islands cangttion.
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31 Related party transactions (Con’d.)
The following transactions were carried out withated parties:

At December 31, 2006

(i) Transactions
(a) Sales of goods and servici
Sales of good
Sales of service

(b) Purchases of goods and servici
Purchases of goot
Purchases of servici

At December 31, 2005

(i) Transactions
(a) Sales of goods and servici
Sales of good
Sales of service

(b) Purchases of goods and servici
Purchases of goo«
Purchases of servici

At December 31, 2004

(i) Transactions
(a) Sales of goods and servici
Sales of good
Sales of service

(b) Purchases of goods and servici
Purchases of goot
Purchases of servici

At December 31, 2006

(i)  Year-end balances

(a) Arising to sales / purchases of goods / servi
Receivables from related parti
Payables to related parti

(b) Other balances
Receivable:

(c) Financial debt
Borrowings (6)

F-48

Associated (1 Other Total
120,89( 56,52¢ 177,41
18,85: 3,664 22,51¢
139,74. 60,18¢  199,93(
103,00: 33,93( 136,93
17,16¢ 80,48t 97,65¢
120,17 114,41! 234,58!
Associated (2 Other Total
104,05«  75,94¢  180,00:
7,49¢ 7,83( 15,32¢
111,55 83,77¢ 195,33:
67,81¢  33,94¢  101,76:
15,772 63,22( 78,99
83,58 97,16¢ 180,75t
Associated (3 Other Total
26,08t 46,84« 72,93.
15,36¢ 9,61¢ 24,98
41,45¢ 56,46: 97,91¢
30,64¢ 32,48¢ 63,13:
7,52¢ 51,30¢ 58,83:
38,17+ 83,78 121,96.
Associated (4 Other Total
25,40( 14,42¢ 39,82¢
(37,920 (13,389 (51,309
(12,520) 1,041 (11,479
2,07¢ — 2,07¢
(60,10)) — (60,107
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31

(ii)

(ii)

1)

(2)
(3)
(4)
(5)
(6)
(7)
(8)

(i)

Related party transactions (Con’d.)

At December 31, 2005

Year-end balances

(a) Arising from sales / purchases of goods / secés
Receivables from related parti
Payables to related parti

(b) Other balances

(c) Financial debt
Borrowings (7)

At December 31, 2004

Year-end balances

(a) arising from sales / purchases of goods / seces
Receivables from related parti
Payables to related parti

(b) Cash and cash equivalent
Time deposit:

(c) Other balances
Trust Func
Convertible debt instrumen- Ylopa

(d) Financial debt
Borrowings (8)

Associated (5 Other Total
30,98t 15,22¢ 46,21¢
(21,034 (8,419  (29,44)

9,95¢ 6,81¢ 16,76¢
42,43\ — 42,43’
(54,807) — (54,807
Associated (3 Other Total
25,59¢ 27,07( 52,66
(4,919 (12,487  (17,40)
20,67¢ 14,58: 35,26:
— 6 6

— 119,66¢ 119,66¢
121,95! = 121,95¢
121,95! 119,66t  241,62:
(51,457 (5,449  (56,906)

Includes Ternium S.A. and its subsidiaries ¢fiiem”), Condusid C.A. (“Condusid”), Finma S.A.l(FFinma”)(as from September 200t
Lomond Holdings B.V. group (“Lomond”) (as from Obtr 2006) and Dalmine Energie S.p.A. (“Dalmine Eieh) (as from December

2006).

Includes: Condusid, Ylopa, Amazonia and Sidor ugeptember 30, 2005. As from October 1, 2005 lubhes Ternium and Condusi

Includes: Condusid, Ylopa, Amazonia and Sic
Includes: Condusid, Ternium, Finma, Lomond and Da¢nfEnergie
Includes Ternium and Condus

Includes convertible loan from Sidor to MateriaBiderurgicos S.A.“Mates”) of $58.4 million at December 31, 20(

Includes convertible loan from Sidor C.A. to MatasDecember 31, 200

Includes convertible loan from Sidor C.A. to Mates$51.5 million at December 31, 20(

Officers and directors’ compensation

The aggregate compensation of the directors anclixe officers earned during 2006 and 2005 amotmn$1.6.0 million and $14.3 million
respectively.
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32 Principal subsidiaries

The following is a list of Tenaris subsidiaries atsddirect and indirect percentage of ownershipaxth controlled company at December 31,

2006, 2005 and 2004.

Percentage of ownership a

Country of December 31,
Company Organization Main activity 2006 2005 2004
Algoma Tubes Inc Canade Manufacturing of seamless steel pi| 100% 10C% 10C%
Autoabastecedora de Gas Natural Bruno Pagliai Mexico Trading of energy
S.A.de C.V. (b 10%  — —

Colmena Conduit Ltda (b) ( Colombia Manufacturing of welded steel pip 100% — —
Confab Industrial S.A. and subsidiaries (c) Brazil Manufacturing of welded steel pipes and

capital good: 39% 39% 39%
Dalmine Energie S.p.A. (h) ( Italy Trading of energ; — 10C% 10C%
Dalmine Holding B.V. and subsidiari Netherland  Holding company 99% 99% 99%
Dalmine S.p.A Italy Manufacturing of seamless steel pi| 99% 99% 99%
Energy Network S.R.L. (¢ Romania Trading of energ 95% 10(% —
Exiros S.A. Uruguay Procurement services for industr

companies 10C% 10(% 10C%
Information Systems and Technologies N Netherland  Software development and maintena 75% 75% 75%
Information Systems and Technologies S.A. Argentina Software development and maintena 100% 10C% 10C%
Inmobiliaria Tamsa S.A. de C.) Mexico Leasing of real esta 100% 10C% 10(%
Insirger S.A. and subsidiaries | Argentina Electric power generatic — — 10C%
Intermetal Com SRI Romania Marketing of Scrap and other raw mater 100% 10C% 10C(%
Inversiones Berna S.A. ( Chile Financial compan 100% 10C% —
Inversiones Lucerna S.A. ( Chile Financial compan 82% 82% —
Invertub S.A. and subsidiaries ( Argentina Holding Company — — 10C%
Lomond Holdings B.V. and subsidiaries (k) Netherland  Procurement services for industrial

companies — 10(% 10C%
Matesi, Materiales Siderurgicos S.A. Venezuele Production of hot briquetted iron (HE 50% 50% 50%
Maverick Tube Corporation and subsidiaries U.S.A. Manufacturing of welded steel pip 100% — —
Maverick Tube, L.P. (b) (I U.S.A. Manufacturing of welded steel pip 10C% — —
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32 Principal subsidiaries (Conr'd.)

Percentage of ownership at

Country of December 31,
Company Organization Main activity 2006 2005 2004
Metalcentro S.A. (i Argentina Manufacturing of pip-end protectors an
lateral impact tube — 10C% 10C%
Metalmecanica S.A Argentina Manufacturing of steel products for
extraction 10C% 10(% 10C%
NKK Tubes K.K. Japar Manufacturing of seamless steel pi| 51% 51% 51%
Operadora Eléctrica S.A. ( Argentina Electric power generatic 10C% 10(% 10C%
Quality Tubes (UK) Ltd. (h) United Marketing of steel products
Kingdom 10C% 10C% 10C%
Precision Tube Technology, L.P. (b) U.S.A. Manufacturing of welded steel pip 10%  — —
Prudential Steel Ltd. (b) ( Canade Manufacturing of welded steel pip 100% — —
S.C. Donasid (a Romania Manufacturing of steel produc 99% 99% —
S.C. Silcotub S.A Romania Manufacturing of seamless steel pi 97% 85% 85%
Seacat, L.P. (b) (I U.S.A. Manufacturing of welded steel pip 10%  — —
Scrapservice S./ Argentina Processing of scre 75% 75% 75%
Servicios Generales TenarisTamsa S.A. de Mexico Handling and maintenance of steel pi
U] 10C% 10(% 10C%
Siat S.A. Argentina Manufacturing of welded steel pip 82% 82% 82%
Siderca International A.p.. Denmark Holding company 10C% 10C% 10C%
Siderca S.A.l.C Argentina Manufacturing of seamless steel pi 10C% 10(% 10C%
Siderestiba S.A. (r Argentina Logistics — 99% 99%
Sidtam Limited B.V.I. Holding company 100% 10C% 10C%
Siprofer A.G. (& Switzerland  Holding company 10C% 10(%  —
SO.PAR.FI Dalmine Holding S./ Luxembour¢ Holding company 99% 99% 99%
Sociedad Industrial Puntana S Argentina Manufacturing of steel produc 100% 10C% 10C(%
Socominter S.A Venezuele Marketing of steel produc 10C% 10(% 10C%
Socominter Ltda Chile Marketing of steel produc 100% 10C% 10C(%
Talta— Trading e Marketing Lde Madeira Holding Company 100% 10C% 10C%
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32 Principal subsidiaries (Conr'd.)

Percentage of ownership at

Country of December 31,

Company Organization Main activity 2006 2005 2004
Tamdel LLC and subsidiaries | Mexico Holding company 10C% 10C% 10C%
Tamser S.A. de C.V. ( Mexico Marketing of scraj 100(% 10C% 10C(%
Tamsider LLC U.S.A. Holding company 10C% 10C% 10C%
Tamsider S.A. de C.V. and subsidiaries Mexico Promotion and organization of st-related

companies and marketing of steel prodi — — 10C(%
Tamtrade S.A.de C.V. (¢ Mexico Marketing of steel produc — — 10C%
Techint Investment Netherlands B. Netherlands  Holding company 100% 10C% 10C%
Tenaris Autopartes S.A. de C.V. México Manufacturing of supplies for the

automotive industr 10C% 10C% 10C%
Tenaris Confab Hastes de Bombeio S.A. Brazil Manufacturing of steel products for oil

extraction 7C% 7C% 70%
Tenaris Connections A.G. and subsidia Liechtenstei Ownership and licensing of ste

technology 10C% 10C% 10C%
Tenaris Financial Services S. Uruguay Financial Service 100(% 10C% 10C(%
Tenaris Fittings S.A. de C.V. (previous Mexico Manufacturing of welded fittings fc

Empresas Riga S.A. de C.\ seamless steel pip 10C% 10C% 10C%

Tenaris Global Services B." Netherland«  Sales agent of steel produ 100(% 10C% 10(%
Tenaris Global Services (B.V.l.) Lt B.V.l. Holding company 100(% 10C% 10C%
Tenaris Global Services (Canada) | Canadz Marketing of steel produc 10(% 10(% 10C%
Tenaris Global Services de Bolivia S.R Bolivia Marketing of steel produc 100(% 10C% 10C%
Tenaris Global Services Ecuador S Ecuadot Marketing of steel produc 100(% 10C% 10C(%
Tenaris Global Services (Egypt) Ltd. | Egypt Marketing of steel produc 10C% 10(% —
Tenaris Global Services Far East Pte. Singapore Marketing of steel produc 100(% 10C% 10(%
Tenaris Global Services (Japan) K Japar Marketing of steel produc 100(% 10C% 10C%
Tenaris Global Services (Kazakhstan ) L Kazakhstar Marketing of steel produc 10(% 10(% 10C%
Tenaris Global Services Kor Korea Marketing of steel produc 100(% 10C% 10C%
Tenaris Global Services LL U.S.A. Sales agent of steel produ 100(% 10C% 10C(%
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32 Principal subsidiaries (Conr'd.)

Percentage of ownership at

Country of December 31,
Company Organization Main activity 2006 2005 2004
Tenaris Global Services Nigeria Li Nigeria Marketing of steel produc 10C% 10C% 10C%
Tenaris Global Services Norway / Norway Marketing of steel produc 10C% 100% 10C(%
Tenaris Global Services (Panama) £ Panam: Marketing of steel produc 10C% 10C% 10C%
Tenaris Global Services S.. Uruguay Holding company and marketing of st

products 10C% 100% 10C(%

Tenaris Global Services (UK) Lt United Marketing of steel produc

Kingdom 10C% 100% 10C%
Tenaris Global Services (U.S.A.) Corporat U.S.A. Marketing of steel produc 10C% 100% 10C(%
Tenaris Investments Lt Ireland Holding compan 10C% 10C% 10C%
Tenaris Qingdao Steel Pipes Ltd. (a) China Manufacturing of steel pipes and

connection: 10(% 10C% —

Tenaris Supply Chain Services S.A. Argentina  Data administration servic 98% — —
Tenaris West Africa Ltd. United Finishing of steel pipes

Kingdom 10(% 10C% 10(%
Texas Pipe Threaders C U.S.A. Finishing and marketing of steel pig 10C% 10C% 10C%
Tubman Holdings (Gibraltar) LL Gibraltar Holding company 10(% 10C% 10C%
Tubman International Ltc Gibraltar Holding company 10C% 100% 10C%
Tubos de Acero de México S.. Mexico Manufacturing of seamless steel pi| 10C% 100% 10(%
Tubos de Acero de Venezuela S Venezueli Manufacturing of seamless steel pi| 7C% 70% 70%
Tubos del Caribe Ltda. (b) { Colombia  Manufacturing of welded steel pip 10C% — —

(@) Incorporated or acquired during 20(
(b) Incorporated or acquired during 20(

(c) Tenaris holds 99% of the voting shares of Confatu$trial S.A. and has, directly or indirectly, tm@jority of voting rights in all of it:

subsidiaries

(d) Included in December 2004 “Invertub S.A. and subsidiari’”
(e) Included in December 2004 “Insirger S.A. and subsidiari”
(fH Included in December 2004 “Tamsider S.A. de C.V. and subsidiar”

(g) Merged during 200t

(h) Included in December 2004 “Dalmine Holding B.V. and subsidiari”

()  Merged during 200¢

() Tenaris sold 75% of Dalmine Energie S.p.A. durioge
(k) Tenaris sold 50% of Lomond Holdings B.V. during 8@6 a subsidiary of Terniur

()  Subsidiary of Maverick Tube Corporatic

(m) Sold during 2006
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33 Reconciliation of net income and shareholde’ equity to U.S. GAAP

The principal differences between IFRS and U.S. @A they relate to the Company are described bé&bogwther with an explanation, whe
appropriate, of the method used in the determinaifdche necessary adjustments.

Year ended December 31

2006 2005 2004
Net income attributable to equity holders of therany in accordance with IFF 1,945,31. 1,277,54  784,70:
U.S. GAAP adjustmen—income (expense¢
Deferred income tax (1 (4,48¢) (5,11%) (8,682)
Equity in investments in associated companie: 5,85¢ 10,53: (55,026
Pension benefi—unrecognized prior service costs 277 (415) (74)
Changes in fair value of financial assets — 4,02% (88%)
Goodwill amortization (7 — — 9,02:
Effect of adopting IFRS—negative goodwill (8 10,18¢ 8,687 —
Cost of exchange oft—amortization (9 — — 1,06(
Minority interest in above reconciling iter 16¢ 207 22C
Net income in accordance with U.S. GA, 1,957,311 1,295,46! 730,33
Weighted average number of shares outstar—Note 9 (thousands 1,180,53 1,180,53 1,180,50
Consolidated earnings per share in accordancelivih GAAP 1.6€ 1.1C 0.62
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33 Reconciliation of net income and shareholde’ equity to U.S. GAAP (Con’d.)

Shareholdel equity in accordance with IFR

U.S. GAAP adjustmen—increase (decrease
Deferred income tax (1
Equity in investments in associated companie!
Exchange of shares and conversion of debt in invests in associated companies
Pension benefi—unrecognized prior service costs
Pension benefi—effect of adopting SFAS 158 (
Goodwill impairment (6
Goodwill amortization (7
Effect of adopting IFRS—negative goodwill (8
Cost of the exchange of—original value (9
Cost of the exchange of—accumulated amortization (
Minority interest in above reconciling iter

Shareholder equity in accordance with U.S. GA#

Changes in shareholders’ equity under U.S. GAAPRaarillows:

Shareholder equity at the beginning of the year in accordanite W.S. GAAP
Net income for the year in accordance with U.S. &%

Foreign currency translation adjustm:

Exchange of shares and conversion of debt in ime&sts in associated compan
Dilution of investments in Terniui

Changes in fair value of financial ass

Dividends paic

Cumulative effect adjustment due to the adoptioBBAS 158, net of ta
Changes in fair value of derivative instrume— hedging activitie:

Shareholder equity at the end of the year in accordance with. GAAP

(1) Deferredincome ta

December 31,

2006 2005

5338,61  3,507,80.
49 45 52,99t
(27,530) (34,36
13,19¢ (3,939
— 2,42(

(3,119 —
(21,629 (21,629
23,54t 23,54t
(91,729 (98,06()
(15,90() (15,90()
2,06€ 2,06€
(1,177) (1,346
526580, 3,413,59:

Year ended December 31

2006 2005
3,413,509  2,488,37.
1,957,311 1,295 46!

60,81¢ (15,56%)

— (57,919

41,098 56,60¢

— (4,029

(204,23)  (349,43)
(4,86€) —
2,07¢ —

5265,80,  3,413,59:

Under IFRS, a temporary difference is originatedh®yexcess of the accounting value of net assatsslated at historical exchange rates, over
the taxable base translated using year-end exchatege Under U.S. GAAP, no deferred tax is recoephifor differences related to assets and
liabilities that are remeasured from local curreimty the functional currency resulting from chasdge exchange rates or indexing for tax

purposes.

Also, under U.S. GAAP the Company calculated tliectfof the other U.S. GAAP adjustments on defeimedme taxes.
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33 Reconciliation of net income and shareholde’ equity to U.S. GAAP (Con’d.)

(2) Equity in investments in associated compa

Under both IFRS and U.S. GAAP, investments in camgsin which the Company exercises significarluigrice, but not control, are
accounted for under the equity method. For purpokéss reconciliation, the Company has assedsedhtpact of U.S. GAAP adjustments on
the IFRS financial statements of its equity investe

(3) Accounting for exchange of shares and conversiatebf in investments in associated compa

Under IFRS, the Company accounted for Ternium’sesheeceived in exchange of the Company’s holdimgsnazonia and Ylopa at the
carrying value of the investments exchanged consig¢hat both the Company and Ternium are comgamigler common control of San
Faustin N.V. Under U.S. GAAP, pursuant to SFAS Nél “Business Combinations” (“SFAS No. 141the Company accounted for the eqt
interest received at the carrying amount of TernairBan Faustin N.V. at the day of transfer. Tlferdince between the carrying value of the
investments in Amazonia and Ylopa and the valugasd to Ternium’s investment at the date of trangfas recognized directly in equity.

Under both IFRS and U.S. GAAP, the Company accalfatethe change in interest in Ternium’s ownershi resulted from Usiminas’
exchange and for the change in interest in Terrsuswnership that resulted from the mandatory caiwerof its loans in Ternium mentioned
in note 28 (d), directly in equity. Additionallypf purposes of this reconciliation, the Companydssessed the impact of U.S. GAAP
adjustments on the IFRS financial statements ofiitiar.

(4) Pension benefit
Accounting for unrecognized prior service costpémsion plan:

Under IFRS, past service costs are recognized iratedyl in income, unless the changes to the pergemare conditional on the employees
remaining in service for a specified period of tifttee vesting period). In this case, the past sergosts are amortized on a straight-line basis
over the vesting period. Under U.S. GAAP, until dffective date of Statement of Financial Accougt8tandards No. 158, “Employers’
Accounting for Defined Benefit Pension and OthestReiirement Plans, an amendment of FASB StatenNmt87, 88, 106 and 132

(R)” (“SFAS 158"), past service costs were recogdipver the remaining service periods of activeleyges.

Effect of adopting SFAS 1!

Under US GAAP, the Company adopted SFAS 158 effedliecember 31, 2006. SFAS 158 requires a comeatysponsors a postretirement
benefit plan to fully recognize, as an asset diliig, the overfunded or underfunded status obisefit plans in its year-end balance sheet. The
funded status is measured as the difference betthediair value of the plan’s assets and its béoéligation. The company actuarial gains or
losses and prior service costs that have not yat becluded in net periodic cost as of the endhefytear in which the statement is initially
applied are recognized as components of the ermdifagnce of accumulated other comprehensive incaptenf tax. The provisions of SFAS

158 are to be applied on a prospective basis; fibvereprior periods presented are not restateditidaally, SFAS 158 requires an employer to
measure the funded status of each of its plan§ the @ate of its year-end balance sheet. Thisigimv becomes effective for Tenaris for its
December 31, 2008 year-end. The funded statusmdri® pension plans are currently measured aseoebber 31.
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33 Reconciliation of net income and shareholde’ equity to U.S. GAAP (Con’d.)
(4) Pension benefits (cont'd.)

Consequently at December 31, 2006, the Compangnéed a liability for the underfunded status efdefined benefit pension plans and
adjusted ending accumulated other comprehensiveriacnet of tax, for prior service cost and netiacél loss that have not been recognized
as a component of the net periodic pension cog.ifidremental effect of applying SFAS 158 on indil line items in the statements of
financial position as of December 31, 2006, resuitean increase in liabilities for pension bersefit $ 7.8 million, an increase in deferred
income tax assets of $ 2.9 million and a net irs@eéa accumulated other comprehensive income abappately $ 4.9 million.

The amounts in accumulated other comprehensiveariadtoss) that have not yet been recognized as aoemts of net periodic pension cos
of December 31, 2006 are the following:

Unrecognized prior service cc (2,697
Unrecognized net actuarial los¢ (5,08¢)

(7,78¢6)
Deferred taxe 2,92(

(4,866)

(5) Changes in fair value of financial ass
Until December 31, 2004, the Company had certaiastments in trust funds. Under IFRS, the Compamsied these investments at fair value
through profit or loss with unrealized gains anskikes, if any, included in the statement of income.

Under U.S. GAAP, the Company carried these investsat market value with material unrealized gaind losses, if any, included in Other
comprehensive income in accordance with SFAS Nb.“Atcounting for Certain Investments in Debt argquify Securities” (“SFAS

No. 11%"). At December 31, 2005, the Company settledvtlable-for-sale investments and the unrealizedsyaecorded within other
comprehensive income were reclassified into theestant of income.

(6) Goodwill impairmen

Under both IFRS and U.S. GAAP the excess of thelpsge price over the fair value of net assets esdjinm a business combination is
recognized as goodwill and capitalized as an intdegsset. Upon the adoption of SFAS No. 142 “Gatdéind Other Intangible
Assets” (“SFAS No. 142") the Company recognizedrapairment of $ 17.4 million (net of an accumulagedortization $ 4.2 million)
associated with its seamless tubes segment in leMic impairment has been recognized under IFRS.

The difference in the recognition of an impairmieiss over goodwill between IFRS and U.S. GAAP melifference in amortization expense
for the periods in which amortization of goodwilag/required.

(7) Goodwill amortizatior

Under IFRS, upon the adoption of IFRS 3, as frormuday 1, 2005 goodwill and intangible assets deetoéddve an indefinite useful life are
longer amortized but reviewed for impairment antyuas a result, no amortization expense was reizeghunder IFRS during 2005.

Under U.S. GAAP, effective January 1, 2002 andcitoadance with SFAS No. 142, the Company ceaseddbédwill amortization. The
balance sheet difference on account of the timiffgrénce between the adoption of SFAS 142 and IBRSincluded as a reconciling item.

This adjustment also includes the difference in izetion that derives from goodwill impairmentfeifences described in Note 33 (6).
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(8) Effect of adopting IFRS 3 - negative goodwill

Upon the adoption of IFRS 3 and following its trigins provisions, accumulated negative goodwillresgenting the excess of fair value over
the purchase price paid in business combinatiorssd&eecognized through an adjustment to retainednegs. The derecognition of negative
goodwill in this manner resulted in an increas& afL0.8 million in the beginning balance of the @amy’s equity under IFRS at January 1,
2005.

Under U.S. GAAP, the excess of fair value overghechase price paid in business combinations wead tesreduce proportionately the fair
values assigned to property, plant and equipment.

The difference in the accounting for negative godidvetween IFRS and U.S. GAAP raises a differeimcdepreciation expense.

(9) Cost of the 2002 Exchange Of

Under IFRS, direct costs relating to the costsegfstering and issuing equity securities as past lofisiness combination were considered part
of the cost of the business acquired resultindpénrecognition of additional goodwill.

Under U.S. GAAP, in accordance with SFAS No. 14kts of registering and issuing equity securitresracognized as a reduction of the fair
value of the securities issued.

The difference in the accounting treatment of thassts raises differences in amortization expefssdurther explained in (7) above,
amortization of goodwill is no longer required unteRS. Thus, no difference in amortization exfsisthe year ended December 31, 2006 and
2005.

(10) Minority interest
This adjustment represents the effect on minonitgriest of all the foregoing differences betwedR3Fand U.S. GAAP.

(11) Netincome

Under IFRS, net income represents total gain (lob&gined by the Company in a given period befdigetting the portion attributable to
minority shareholders.

Under U.S. GAAP, net income is shown net of theiporof the Company’s gain (loss) for the yearibtttable to minority shareholders.
Accordingly, for U.S. GAAP purposes, net incomeresents the gain (loss) attributable only to majarquity holders.
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The following is a summary of additional financ&htement disclosures required under U.S. GAAP:

(&) Income Taxe

The tax loss carry-forwards at December 31, 20Qgire as follows:

Expiration date Amount
December 31, 200 10&
December 31, 200 59¢
December 31, 201 7
December 31, 201 1,18¢
Not subject to expiratio 1,73¢
Total 3,63¢

(b) Statement of consolidated comprehensive income wh&e GAAF

Tenaris uses SFAS No. 130, “Reporting Compreherisi@me”, which requires that an enterprise (igsiy items of other comprehensive
income (loss) by their nature in a financial stagatmand (ii) display the accumulated balance oéotomprehensive income (loss) separately
from retained earnings and additional paid-in it the equity section of a statement of finahpsition.

Year ended December 31,

2006 2005 2004
Net income 1,957,311 1,295,46! 730,33¢
Other comprehensive income (lo:
Foreign currency translation adjustm 60,81¢ (15,562) 4,174
Financial asse’ changes in fair value (. — — 1,14:
Reclassification adjustment for available for ssdsets for gains realizec
in net income (1 — (4,027) (25¢)
Changes in fair value of derivative instrume— hedging activitie: 2,07¢ — —
Total other comprehensive income (lo 62,89 (19,58 5,05¢
Comprehensive incorr 2,020,21. 1,275,88(  735,39¢

(1) Net of income tax amounting to ($ 2,305) and $ &tGhe years ended December 31, 2005 and 200gectgely.
The accumulated balances related to each compohettier comprehensive income were as follows:

Foreign currencies translation adjustment
for the year ended December 31,

2006 2005 2004

Balance at the beginning of the per 77,18¢ 92,75( 88,57¢
Adjustment of the perio 60,81¢ (15,562) 4,17¢
Balance at the end of the peri 138,00 77,18¢ 92,75(
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(b) Statement of consolidated comprehensive inaorder U.S. GAAP (Cont'd.)

Changes in funded status of defined benefit plans
for the year ended December 31,

2006 2005 2004
Balance at the beginning of the per — — —
Cumulative effect adjustment due to the adoptioBBAS 158, net of ta (4,86¢) — —
Balance at the end of the peri (4,86¢) — —

Financial asset’ changes in fair value for the yeal
ended December 31,

2006 2005 2004
Balance at the beginning of the per — 4,02 3,13¢
Adjustment of the perio — — 1,14z
Realized gains or losses transferred to the incsiatemen — (4,029 (258
Balance at the end of the peri — — 4,02

Changes in fair value of derivative instruments —
hedging activities
for the year ended December 31,

2006 2005 2004
Balance at the beginning of the per — — —
Adjustment of the perio 2,38( — —
Realized gains or losses transferred to the incstatemen (302 — —
Balance at the end of the peri 2,07¢ — —

(c) Discontinued operation
On December 1, 2006, Tenaris completed the saer66 participation of Dalmine Energie, its Italgupply business. As a result of this
transaction, under IFRS Tenaris has de-consolidasdhine Energie results of operations for cureemd prior years presented.

Under US GAAP, such a transaction does not meatehessary conditions for discontinued operatiponting and consequently, the
transaction should be reported within continuingragions. Dalmine Energie results of operationstorent and previous years presented are
disclosed in Note 30.
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(d) Acquisition of Mavericl
Pro Forma Result

The following unaudited U.S. GAAP pro forma finasdnformation presents the combined results ofaipens of the Company and Maverick
as if the Acquisition had occurred at January D&28nd 2005. The historical results of the Comganyhe year ended December 31, 2006
include the results of Maverick from the AcquisitiDate. The pro forma results presented belowhferyear ended December 31, 2006
combine the results of the Company for the yeaedrdlecember 31, 2006 and the historical resuliadferick from January 1, 2006 through
the Acquisition date. The pro forma results for year ended December 31, 2005 combine the histogsalts of the Company for the year
ended December 31, 2005 with the historical resiltdaverick for the same period. The historicaluks of Maverick included in the pro
forma results were prepared under the respongibifiprevious management and not audited. The utelidro forma financial information is
not intended to represent or be indicative of then@any’s consolidated results of operations omfia condition that would have been
reported had the Acquisition been completed akebeginning of the periods presented. It shoutcbadaken as indicative of the Company’s
future consolidated results of operations or fir@anmondition.

The pro forma results include Maverick resultstfog indicative period with increased depreciatiod amortization for fixed assets and
intangible assets to reflect purchase price allonaassuming the Acquisition occurred on Janua0D6 and 2005. Interest expense on the
acquisition borrowings has also been included.f®mma adjustments are tax-effected at the applectdd rate.

Year ended December 31

2006 2005
Net sales 9,773,56! 8,521,43
Net income before income tax and minority inte 2,942,071 1,919,90
Net income 1,929,871 1,262,09
Net earnings per sha 1.6 1.07
(e) Amortization of intangible asse-licenses and patents and customer relations
Estimated amortization expense for the next five yas
For the year ending December 31, 2 136,59:
For the year ending December 31, 2 136,36:
For the year ending December 31, 2! 136,35:
For the year ending December 31, 2 106,31(
For the year ending December 31, 2! 106,31(
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() Recent U.S. GAAP accounting pronouncement notdggitad

In February 2006, the Financial Accounting Stand@dard (“FASB”) issued Statement of Financial Aegting Standards (“SFAS”) No. 155,
which amends Statements No. 133 and 140. StatelB&rrovides entities with relief from having tgpaeately determine the fair value of an
embedded derivative that would otherwise be redquivebe bifurcated from its host contract in acemi@ke with Statement 133. Statement 155
allows an entity to make an irrevocable electiome&asure such a hybrid financial instrument atvalue in its entirety, with changes in fair
value recognized in earnings. This Statement &céffe for all financial instruments acquired aued after the beginning of an entity’s first
fiscal year that begins after September 15, 20066.Company is currently evaluating the impact cASH55 on the consolidated financial
statements.

In March 2006, the FASB issued SFAS No. 156, Actiogrfor Servicing of Financial Assets — an amendhtdf FASB Statement No. 140
(SFAS 156). SFAS 156 requires recognition of aiserg asset or liability at fair value each timeabligation is undertaken to service a
financial asset by entering into a servicing carttr@FAS 156 also provides guidance on subsequeasumement methods for each class of
servicing assets and liabilities and specifiesrfoial statement presentation and disclosure reapgings. This statement is effective for fiscal
years beginning after September 15, 2006. The coynisacurrently evaluating the impact of SFAS 15&tlee consolidated financi
statements.

In September 2006, the FASB issued SFAS No. 157 Madue Measurements (SFAS 157). SFAS 157 defiaewvalue, establishes a
framework for measuring fair value in generally gmed accounting principles, and expands disclgsaiveut fair value measurements. The
provisions of this standard apply to other accaynpronouncements that require or permit fair vahgasurements. This statement is effective
for financial statements issued for fiscal yeargitueing after November 15, 2007. The Company isesuly evaluating the impact of SFAS

on the consolidated financial statements.

In February 2007, the FASB issued SFAS No. 159, RdieVValue Option for Financial Assets and Finahtiabilities—Including an
amendment of FASB Statement No. 115. SFAS No. Esthips entities to choose to measure many finamsatuments and certain other ite
at fair value. Unrealized gains and losses on itemmahich the fair value option has been electdtlve recognized in earnings at each
subsequent reporting date. SFAS No. 159 is effedtivthe Company as from January 1, 2008. The Gomfs currently evaluating the impi
that the adoption of SFAS No. 159 will have on¢besolidated financial statements.

In June 2006, the FASB issued FASB Interpretation48, Accounting for Uncertainty in Income Taxesan-Interpretation of FASB
Statement No. 109 (“FIN 48"), which clarifies thecaunting for uncertainty in tax positions. FIN #juires financial statement recognition of
the impact of a tax position, if that position isma likely than not to be sustained on examinati@sed on the technical merits of the position.
The provisions of FIN 48 will be effective for fineial statements issued for fiscal years beginaitgy December 15, 2006, with the
cumulative effect of the change in accounting pplecrecorded as an adjustment to opening retadaeadings. The company is currently
evaluating the impact of FIN 48 on the consoliddiedncial statements.
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Title 1. Name and Legal Structure, Corporate Object
Registered Office, Duration

Article 1. Name and Legal Structure.“TENARIS S.A. " is a société anonyme holding governed by theselastiof Association and by
the laws and regulations of the Grand Duchy of lmlieurg governing business corporations and holdamgpanies, and more specifically by
the laws of August 10, 1915 and July 31, 1929 sascthose laws were amended by subsequent law&guldtions.

Article 2. Corporate Object. The object of the Company is the business diremtindirectly related to the taking of interestsany forn
whatsoever, in Luxembourg or foreign corporationsthber business entities, the administration, rgareent, control and development ther

The Company may use its resources to organize, geaeahance in value and liquidate a portfolio iimgy of any kind of securities,
patents and pertaining licenses, to participateénorganization, development and control of arsiress entity to acquire by way of capital
contribution, subscription, underwriting, optiomuyrphase or in any manner whatsoever any kind afrigexs, patents and pertaining licenses as
well as to sell, transfer, exchange or otherwigerthance in value such securities, patents ahtsrigrough any person and in any manner
whatsoever, and to afford to companies in whidtai an interest any assistance, loans, advancegm@ntees.

The Company may raise money in order to financadtwities through the private or public issuda#ns, notes, bonds, debentures or
other similar instruments or equity certificatesidminated in any currency (and may pledge partl@f &s assets to secure any money so
raised).

In a general way, the Company may carry out anyatjpss which it may deem useful for the accompiisht of its corporate object,
remaining always within the limits established bg taw of July 31, 1929 and subsequent amendmerttse effect that the Company may not
carry on directly any industrial activity or maiittaa commercial establishment open to the public.

Article 3. Registered Office.The registered office is established in LuxemboQity-

The registered office may be transferred withingame locality by decision of the Board of Direstor
The Board of Directors may establish branches ficesf abroad.

Whenever there shall occur or be imminent extraxaugi political, economic or social developmentsuoy kind likely to jeopardize the
normal functioning of the registered office or easynmunication between such office and the outsioldd, the registered office may be
declared temporarily, and until the complete teation of such unusual conditions, transferred adyredthout affecting the nationality of the
Company, which, notwithstanding such temporarysfanof the registered office, shall remain thatekembourg. Such declaration of tran:
of the registered office shall be made and brotgtte knowledge of third parties by one of thecene bodies of the Company authorized to
bind it for acts of current and daily management.

Atrticle 4. Duration . The Company shall be constituted for an unlimitadadon.
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Title 1l. -Share Capital

Article 5. Share Capital. The share capital of the Company is set at on@hbitne hundred and eighty million five hundred #nidy six
thousand eight hundred and thirty US dollars (USIBQ,536,830), represented by one billion one heshdnd eighty million five hundred and
thirty six thousand eight hundred and thirty (1,538,830) shares with a par value of one US dQU&D 1) per share.

The authorized capital of the Company shall beltllmn five hundred million US dollars (USD 2,5@M0,000,-), including the issued
share capital, represented by two billion five haddmillion (2,500,000,000) shares with a par valfiene US dollar (USD 1.-) per share.

The board of directors is authorized for a peritadteng on the day of the general meeting grantirgauthorisation and ending on the
fifth anniversary of the date of the publicatiortlre Mémorial of the relevant deed, to increasadbeed share capital in whole or in part from
time to time, through issues of shares within thet$ of the authorized capital. In connection watich increases of capital, the shares shall be
issued for compensation in cash or, subject toiegiple provisions of law, in kind at a price orsifares are issued by way of incorporation of
reserves, at an amount, which shall not be lessttimpar value and may include such issue prermagithe board of directors shall decide.

The board of directors may authorize any diregttanager or other person to accept subscriptionsl@edt payment in cash or in kind
the price of shares being whole or part of sucheiases of capital. Whenever the board of directioadl have any such increase of capital
recorded in the form required by law, it shall héve amendment of this article as a result themadrded. Any such issue of shares shall be
effected while reserving to holders of shares tteégpential right to subscribe for such newly iséghares, except: (a) in circumstances in
which the shares are issued for a consideratioer ¢ftan money; (b) with respect to shares issued@pensation to directors, officers, agents,
or employees of the company, its subsidiaries filisaés, and (c) with respect to shares issueshtisfy conversion or option rights created to
provide compensation to directors, officers, agemt&mployees of the corporation, its subsidianiesffiliates.

Any shares to be issued for the purposes set ifoif) and (c) shall not exceed 1.5% of the isstegultal of the Company.
Each share entitles the holder thereof to caswvoteat any shareholders’meeting.

The board of directors may authorize the issuafit®iods which may be but are not required to bayedible into registered shares, in
such denominations and payable in such moniessasiitdetermine in its discretion. The board oédiors shall determine the type, price,
interest rates, terms of issuance and repaymeramndther conditions for such issues. A registeegistered bonds shall be held at the
registered office of the Company.

Article 6. Shares.The shares shall be in registered form. The bohdirectors may issue registered share certificates
The shares may be entered without serial numbtrdungible securities accounts with financial ingtons or other professional
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depositaries. The shares held in deposit or orceouat with such financial institution or profegsa depositary shall be recorded in an acc
opened in the name of the depositor and may bsferaed from one account to another, whether sacbunt is held by the same or a different
financial institution or depositary. The depositdrose shares are held through such fungible sesugtcounts shall have the same rights and
obligations as if his shares were recorded in ¢fggstered share register of the Company.

Transfer of registered shares, carried in the texgd share register and which are not held thréugdible securities accounts, shall be
effected by a written declaration of transfer sijbg the transferor and the transferee or by titirneys. The board of directors may accept
and enter in the register a transfer on the bdsisyappropriate document(s) recording the trartsféwveen the transferor and the transferee.

For the exercise of rights against it as well agtie exercise of rights to vote at general mestengd all rights conferred upon the
shareholders, the Company shall recognize onlysorige owner per share. If there are several ownfeasshare, the company shall be entitled
to suspend the exercise of the rights attacheeétih@ntil one person is designated as being theepwinsuch share with regard to the Company
or until a single representative of the ownersasenting them towards the Company has been apgdointe

The rights and obligations attached to any shaa# phss to any transferee thereof.

All communications and notices to be given to dsteged shareholder shall be deemed validly madeettatest address communicated
by the shareholder to the Company.

Article 7. Changes of Share CapitalThe subscribed and the authorized capital of thmgamy may be increased or reduced by decision
of the shareholders in general meeting whose régokishall be taken in the manner required foratimendment of the Articles.

Title 1ll. - Management Supervision

Article 8. Board of Directors. The Company shall be managed by a board of directamsisting of a minimum of three (3) members and
a maximum of fifteen (15) members appointed bygbeeral meeting. In case the shares of the Comgnanljsted on a regulated market, the

minimum number of directors shall be five (5). Thans of their office shall not exceed one (1) y#aey may be reappointed and dismissed at
any time, with or without cause.

In the case of a vacancy in any position as direthie remaining directors shall have the rightetmporarily fill such vacancy by a
majority vote; in such case the next general mgetirall be called upon to ratify such election.

Any director elected in replacement of another, sehterm of office has not expired, shall completeterm of office of the director
whom he replaces.

Article 9. Procedure.The board of directors shall elect a chairman feonong its members and, if considered appropriste oo several
vice-chairmen and shall determine the period of thiice, not exceeding their appointment as divec
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The board of directors shall meet as often as reduiy the interests of the Company and at least(#) times per year, upon notice by
the chairman or by two (2) directors, either atrébgistered office or at any other place indicatethe notice, under the chairmanship of the
chairman or, if the latter is prevented from atiegdunder the chairmanship of the (any) vice-ahaim or of the director chosen among his
colleagues.

The board of directors may deliberate and act labidly if a majority of its members in office apgesent in person or by proxy.

Board of directors meetings can be validly heldiBsans of telephonic conference call, video confaer any other means genuinely
allowing for the participation, interaction andéntommunication of the attending directors.

Any director who is prevented or absent may giypeaxy in writing, telegram or facsimile, to onela§ colleagues on the board to
represent him at the meetings of the board andt®in his place and stead.

All decisions shall be taken by a majority of votdshose present or represented; in case ofthdiehairman has a casting vote.

Written decisions, signed by all the directors, pneper and valid as though they had been takamegeting of the board of directors d
convened and held. Such a decision can be docuthbpteeveral separate instruments having the sanog, teach signed by one or more
directors.

The Board of Directors may appoint a secretary@ralor more assistant secretaries and determima¢sponsibilities, powers and
authorities. These secretaries and assistant ageseheed not be members of the Board of Directors

Article 10. Minutes of the Board.The proceedings of the board of directors shalidiforth in minutes signed by the chairman of the
meeting and the secretary, or by the majority o§pes present at the meeting. The proxies shalhbexed thereto.

Copies of these minutes, or excerpts thereof, disamany other document of the Company, shalldréfied by two (2) directors or by
the secretary of the board of directors or by asgjstant secretary.

Article 11. Powers.The board of directors is invested with the broagesvers to act on behalf of the Company and actismpr
authorize all acts and transactions of managenmehtisposal which are within its corporate purpaseé which are not specifically reserved to
the general meeting.

The Company will be bound by the joint signaturéved directors or the sole signature of any personghom such signatory power
shall be delegated by the board of directors.

The board of directors is invested with the poweinterpret and apply the present Articles of Assiian and to issue guidelines and ri
for that purpose.

Within the limits of applicable law, the board ofettors may: 1. delegate to one or more persohstiver or not members of the boarc
directors, the powers necessary to carry out itssgms and to provide day-to-day management; dexl/that the approval of material
transactions with related parties shall not begheked and the opinion of the Audit Committee orhsmaterial transactions shall be taken into
consideration prior to their approval by the boefdirectors;
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2. confer to one or more persons, whether or notblpees of the board of directors, the powers decimée appropriate for the general
technical, administrative and commercial managerogtite Company;

3. constitute an Audit Committee, made up by doestdetermining its function and authority;

4. constitute any committee, the members of whiely e selected either from among the directorsutside thereof, and determine their
functions and authority.

The board may authorize all substitutions in thevgis it may confer or has conferred.

In case the shares of the Company are listed eguwated market, the Company shall have an Audin@ittee composed of three
members, two of which, at least, shall qualify rdependent Directors. The members of the Audit Citteenshall not be eligible to participate
in any incentive compensation plan for employeehefCompany or any of its subsidiaries. The A@dimmittee shall (1) assist the board of
directors in fulfilling its oversight responsibibis relating to the integrity of the financial statents of the Company, the Company’s system of
internal controls and the independence and perfocmaf the Company’s internal and independent atglitt shall also perform the other
duties entrusted to it by the board of directoestipularly as regards relations with the independeiditor and (1) review material transactions
between the Company or its subsidiaries with relaterties to determine whether their terms areisterg with market conditions or are
otherwise fair to the Company and its subsidiafiesthat end, (A) the term «material» shall megrafe transaction, or series of transactions
within the period of one year prior to the deteration, by which the Company or any of its subsiémmwould be required to pay or would
receive aggregate sums in excess of 1.5% of thep@oy’s consolidated net sales made in the fiscal peeceding the year on which the
determination is made or (b) any corporate reomgitin transaction (including a merger, spin-ofbatk transfer of a business) affecting the
Company or any of its subsidiaries for the berddfitr involving also a related party;

and (B) the term «related party» shall mean arth®following persons in relation to the Companyha subsidiaries of the Company:
(i) a member of the board of directors of the Conypar of any of the subsidiaries; (ii) any compamyerson that controls directly or
indirectly the Company or is a member of the bazrdirectors of a company controlling directly adirectly the Company; (iii) any company
or person that holds a significant interest inghaity of the Company or of a subsidiary of the @any; (iv) spouses, parents, siblings or
relatives up to the third degree of any personrrefkto in (i), (ii) or (iii); and (v) companies imhose equity the persons referred in (i) and
(i) hold a significant interest.

The board of directors shall appoint one of the imers of the Audit Committee as its Chairman. TheiAGommittee shall report to the
board of directors on its activity and the adequafcthe internal control system once a year, atithe the annual accounts are approved.
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For the purpose of the present Articles of Assamigtthe term «Independent Director» shall meairectbr who: (i) is not, and has not
been employed by the Company or its subsidiariesiaxecutive capacity, within the five years immataly prior to the annual meeting at
which the nominees of the board of directors wélloted upon;

(ii) is not a person that directly or indirectlyrtools the Company and is not a member of the bofdirectors of a company controlling
directly or indirectly the Company;

(iii) has not (and is not affiliated with a compamiya firm that has) a significant business retattop with the Company, its subsidiaries
or the person that directly or indirectly contrtiie Company;

(iv) is not, and has not been affiliated with orgayed by a (present or former) auditor of the Camy its subsidiaries or the person that
directly or indirectly controls the Company, witttme five years immediately prior to the annual timggat which the nominees of the board of
directors will be voted upon;

(v) is not a spouse, parent, sibling or relativaaithe third degree of any person above descfitoaal (i) to (V).

Article 12. Directors’ Remuneration. The remuneration of the board of directors willdezided by the general meeting.

The Company shall, to the fullest extent permitigd_uxembourg law, indemnify any director or officas well as any former director or
officer, against all costs, charges and expensaspnably incurred by him in connection with théedse or settlement of any civil, criminal or
administrative action, suit or proceeding to whighmay be made a party by reason of his beingvontdeen a director or officer of the
Company, if (i) he acted honestly and in good faiifd (ii) in the case of criminal or administratiproceedings, he had reasonable grounds for
believing that his conduct was lawful. Notwithstargithe foregoing, the current or former directooéficer will not be entitled to
indemnification in case of an action, suit or peiag brought against him by the Company or in ¢tesshall be finally adjudged in an action,
suit or proceeding to be liable for gross negligenalful misconduct, fraud, dishonesty or any otbeminal offence. Furthermore, in case of
settlement, the current or former director or afiwill only be entitled to indemnification herewndif he settles such action, suit or procee
in good faith and in a manner he reasonably bedi¢wde in or not opposed to the best interestiseo€Company and if notice of the intention of
settlement of such action, suit or proceedingvegito the Company at least 10 business days forguch settlement.

Article 13. Auditors. The annual accounts of the Company shall be aubitemhe or more independent auditors, appointetth®&ygenere
meeting of shareholders among the members of 8igute of Independent Auditors (Institut des reviss d’entreprises). The general meeting
shall determine their number and the term of tbfice which shall not exceed one (1) year. They o reappointed and dismissed at
anytime.

As a result of the preceding and by applicatioartitle 256(3) of the Luxembourg law governing coenaial companies, the office of t
statutory auditor (commissaire) is eliminated.
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Title IV. - General Meetings

Article 14. Powers.The general meeting, duly constituted, represdhtd the shareholders. It has the broadest poeecarry out or
ratify acts of concern to the Company.

Article 15. Date and PlaceThe annual general meeting shall meet each yeaijups in the city of Luxembourg at the place iraded in
the notices for meeting on the first WednesdayuokJat 11.00 a.m. If said day is a legal or bankioliay, the meeting shall be held on the
following business day.

The general meetings, including the annual gemaeglting, may be held in a foreign country whendrere occur circumstances of fol
majeure as determined by the board of directoits idiscretion. In such event, the terms and camtiitnecessary to provide proper
deliberations and publications will continue tothese provided for by the laws of Luxembourg.

Article 16. Notices of Meeting.The board of directors shall convene all generadtings.

The notices for any ordinary or extraordinary gahareeting shall contain the agenda, the hour aglace of the meeting and shall be
made by notices published twice (2) at least a{18h days interval and ten (10) days before thetimg in the Mémorial C, Recueli des
Sociétés et Associations (Luxembourg Official Gegetnd in a leading newspaper having generallaition in Luxembourg. In case the
shares of the Company are listed on a foreign atgdimarket, the notices shall, in addition, (scthje applicable regulations) either (i) be
published once in a leading newspaper having geaiecalation in the country of such listing at teeme time as the first publication in
Luxembourg or (ii) follow the market practices imch country regarding publicity of the conveningaadeneral meeting of shareholders.

The Company shall not be obliged to send noticebistered or ordinary mail to the holders ofSteares.

Article 17. Admission. Shall be admitted to the general meetings, anyesiodder who holds one or more share(s) of the Compa the
fifth (5th) calendar day preceding the general ingethe «Record Dates»). Shareholders who havktkelr shares between the Record Date
and the date of the general meeting, must notatteie represented at such meeting. In case atbref such prohibition, criminal sanctions

may apply.

In case of shares held through fungible securitee®unts, as described in Article 6 of these Aetiadf Association, each shareholder may
exercise all rights attached to his share(s) anghiticular participate in and vote at the sharéé@ meeting of the Company, upon
presentation of a certificate issued by the finahicistitution or professional depositary holdihg shares, certifying the number of shares
recorded in the relevant account on the Record.Date

Such certificate must be filed at least five (5yslaefore the meeting with the Company at its tegesl address or at the address included
in the convening notice or, in case the sharesefdompany are listed on a foreign regulated mawigit an agent of the Company located in
the country of the listing and designated in theveming notice. In the event that the shareholdézs/through proxy, the latter has to deposit
his
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proxy within the same period of time at the registeoffice of the Company or with any local agehth® Company, duly authorized to receive
such proxies.

The board of directors and the shareholders’ mgetiay, if it deems it advisable, reduce these peri time for all shareholders and
admit all shareholders (or their proxies) who hfileel the appropriate documents to the general imgétrespective of these time limits.

Article 18. Procedure.Every general meeting will be presided over bydhairman pro tempore appointed by the general mgetihe
general meeting will appoint a scrutineer who skeép the attendance list.

The board of the general meeting so constitutetl dasignate the secretary.

Irrespective of the agenda, the board of direatwag adjourn any ordinary or extraordinary generagtimg in accordance with the
formalities and time limits stipulated for by law.

Article 19. Vote and Minutes.Resolutions at ordinary general meetings will besed by majority vote, irrespective of the number o
shares present or represented.

Extraordinary general meetings shall not validliibrate on proposed amendments to the Articlessgbciation unless at least half of
the share capital is present or represented. Reswdas to amendments of the Articles of Assoaimasihall be voted if approved by a twdrds
majority of votes of the shareholders present pragented.

If the required presence quorum is not met, a stcoeeting may be convened by means of noticesghdalitwice, at twenty (20) days
interval at least and twenty (20) days before tleeting in the Mémorial, Recueil des Sociétés eblissions, two newspapers having general
circulation in Luxembourg and, in case the shaféake@Company are listed on a foreign regulatedketathe notices shall in addition be
published once in a leading newspaper having geaiecalation in the country of such listing at theme time as the first publication in
Luxembourg. The second meeting shall validly detiberegardless of the quorum present or repredeR&solutions, in order to be adopted,
must be carried by a two thirds majority of theesbf the shareholders present or represented.

The nationality of the Company may be changed hadommitments of its shareholders may be increaslydwith the unanimous
consent of all the shareholders and bondholdeasyyif

Minutes of the general meetings shall be signethbymembers of the board of the meeting. Copiexoerpts of the minutes to be
produced in court or elsewhere shall be signeduvay(R) directors or by the secretary of the bodrdiectors or by any assistant secretary.

Title V.- Financial Year. Distribution of Profits

Article 20. Financial Year. The financial year will run from the first (1st) danuary of each year until the thirty-first (31sftDecember
of the same year.

Each year, the management will cause an inventobgtdrawn up with current and fixed assets togetiita all debts and liabilities of
the Company, accompanied by an annex containingnangry of all corporate commitments and all delbthe directors towards the
Company.
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The management will prepare the balance sheeprtii and loss statement and the notes to thewsrds@nd remit those documents
within the legal time limit to the auditors.

Twenty (20) days before the general meeting, tlaeettolders may take cognizance at the registefext aff the annual accounts and the
report of auditor(s).

Article 21. Distribution of profits. The surplus after deduction of charges and amdidizsirepresents the net profit at the dispos#hef
general meeting for free allocation.

The board of directors may initiate dividend instahts in accordance with applicable provisionsaef.|

Dividends decided by the general meeting as welliddend instalments for the current financial iydacided by the board of directors
accordance with the law, are paid at the periodispderces fixed by the board of directors.

The payment of the dividends to a depositary hasmgrincipal activity the operation of a settletr&ystem in relation to transactions on
securities, dividends, interest, matured capitatber matured monies of securities or of othearfirial instruments being handled through the
system of such depositary, discharges the Com&aigl.depositary shall distribute these funds talbjgositors according to the amount of
securities or other financial instruments recoritettheir name.

Title VI. - Appraisal rights

Article 22. Appraisal rights.

(A) In case the general meeting approves (i) théstieg of the Company’s shares from all regulatearkets where the Company’s
shares are listed at that time (ii) consummatioa wferger in which the Company is not the surviypegson (unless the shares or other equity
securities of such person are listed in the Newk\wrLondon stock exchanges);

(iii) consummation of a sale, lease, exchange leeradisposition of all or substantially all of thssets of the Company; (iv) amendmer
the articles of association that has the effecthainging materially the Company’s corporate purppgerelocation of the Company’s domicile
outside of the Grand Duchy of Luxembourg; (vi) ach@ents to the Articles of Association that resttiiet rights of the shareholders, dissen
or absent shareholders shall have the right to tteieshares purchased by the Company at (a)vé@mge market value of the ninety
(90) calendar days preceding the general meetiflg)on the event that the shares of the Compaeyat traded in any regulated market, the
amount that results from applying the proportiothaf Company’s equity that the shares being s@resent over of the Company’s net worth
on the day of the general meeting. The Company sarstummate the purchase in this clause (a) oftttisle within six (6) months followin
the date of the general meeting. Dissenting orralseareholders must present their claim within @)emonth following the date of the
general meeting and supply the Company with evid@fdcheir share holding at the date of the germeesdting. Shareholders which voted in
favor of the relevant resolution are not entitledie right provided in this article.
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(B) In case the general meeting approves the tagifrom one or more, but not all, of the reguthtearkets where the Compasyhare
are listed, only dissenting or absent shareholétsshares held through participants in the labahring system for that market at the earlie
() the date of the public announcement by the Camgpof the intention to make the de-listing or (i date of the publication of the call for
the general meeting that approved such de-listitigoe entitled to have their shares repurchasethbyCompany in accordance with clause
(a) of this Article.

Dissenting or absent shareholders must presemtdia@in within one (1) month following the datetbe general meeting and supply the
Company with evidence of their share holding ate@dier of (i) the date of the public announcemmsnthe Company of the intention to make
the de-listing or (ii) the date of the publicatiofithe call to the general meeting.

Shareholders which voted in favor of the relevasbtution are not entitled to this appraisal right.
(C) Article 49-3(1)(d) of the Luxembourg law govarg commercial companies shall apply in case tlaeediolders exercise their

appraisal right.

Title VII. - Dissolution, Liquidation

Article 23. Dissolution. The board of directors may, at any time, propogbdcextraordinary general meeting the dissolutibtine
Company.

Article 24. Liquidation. Upon the dissolution of the Company, the liquidatsiall be effected by one or more liquidatorsyratperson
or legal entities, appointed by the general meetiiuch shall determine their powers and their reeration.

Title VIII. - General Previsions

Article 25. Applicable law. All points not covered by the present Articles afsAciation shall be governed by Luxembourg law.
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Exhibit 7.1

Tenaris — Total Liabilities to Total Assets Ratio

Thousands of U.S. Dollars December 31, 20C December 31, 20C December 31, 20C
Total liabilities 6,893,61. 2,930,15! 3,001,009.
Total Asset: 12,595,24 6,706,022 5,662,28:
Ratio 0.5t 0.4£ 0.57

Tenaris — Current debt to total debt

Thousands of U.S. Dollars

Current deb
Total debi

Ratio

December 31, 20C
794,19°
3,651,24.

0.22

December 31, 20C
332,18(
1,010,29:

0.3¢



Exhibit 8.1
Tenaris — List of subsidiaries of Tenaris S.A.

Principal subsidiaries

The following is a list of the Company’s subsidésriand its direct and indirect percentage of owneisf each controlled company at
December 31, 2006, 2005 and 2004.

Percentage o'

Country of ownership at
Company Organization Main activity December 31,
2006 2005 2004

Algoma Tubes Inc. Canada Manufacturing of seamless steel

pipes 100% 100%  100%
Autoabastecedora de Gas Natural Bruno Pagliai&AC.V.  Mexico Trading of energ
(b) 100% — —
Colmena Conduit Ltda (b) ( Colombia  Manufacturing of welded ste

pipes 1004 — —
Confab Industrial S.A. and subsidiaries (c) Brazil Manufacturing of welded steel

pipes and capital goot 39% 39% 39%
Dalmine Energie S.p.A. (h) ( Italy Trading of energ — 100% 100%
Dalmine Holding B.V. and subsidiari Netherland Holding company 99% 99% 99%
Dalmine S.p.A Italy Manufacturing of seamless stt

pipes 99% 99% 99%
Energy Network S.R.L. (¢ Romanis Trading of energ' 95% 100% —
Exiros S.A. Uruguay Procurement services for industt

companies 100% 100%  100%
Information Systems and Technologies N Netherland Software development ar

maintenanct 5% 75% 75%
Information Systems and Technologies S.A. (d) Argentina  Software development and

maintenanct 100% 100%  100%
Inmobiliaria Tamsa S.A. de C.) Mexico Leasing of real esta 100% 10C% 10(%
Insirger S.A. and subsidiaries | Argentina  Electric power generatic — — 10C%
Intermetal Com SRI Romanis Marketing of Scrap and other r

materials 100%  100(% 10C%
Inversiones Berna S.A. ( Chile Financial compan 100% 100% —
Inversiones Lucerna S.A. ( Chile Financial compan 82% 82% —
Invertub S.A. and subsidiaries ( Argentina  Holding Company — — 10C%
Lomond Holdings B.V. and subsidiaries (k) Netherland Procurement services for

industrial companie — 10C% 10C(%
Matesi, Materiales Siderurgicos S.A. Venezuele Production of hot briquetted irc

(HBI) 50% 50% 50%
Maverick Tube Corporation and subsidiaries (b) U.S.A. Manufacturing of welded steel

pipes 100% — —
Maverick Tube, L.P. (b) (1) U.S.A. Manufacturing of welded steel

pipes 1004 — —



Percentage of

Country of ownership at
Company Organization Main activity December 31,
2006 2005 2004

Metalcentro S.A. (i) Argentina Manufacturing of pipe-end

protectors and lateral impact tut — 100% 100%
Metalmecanica S.A. Argentina Manufacturing of steel products

for oil extraction 100% 100% 100%
NKK Tubes K.K. Japar Manufacturing of seamless steel pij 51% 51% 51%
Operadora Eléctrica S.A. ( Argentina Electric power generatic 100% 100% 100%
Quality Tubes (UK) Ltd. (h United Kingdon Marketing of steel produc 100% 100% 100%
Precision Tube Technology, L.P. (b) U.S.A. Manufacturing of welded steel pip 100% — —
Prudential Steel Ltd. (b) ( Canade Manufacturing of welded steel pip 1004 — —
S.C. Donasid (a Romania Manufacturing of steel produc 99% 99% —
S.C. Silcotub S.A Romania Manufacturing of seamless steel pi| 97% 85% 85%
Seacat, L.P. (b) ( U.S.A. Manufacturing of welded steel pip 100 — —
Scrapservice S./ Argentina Processing of scre 75% 75% 75%
Servicios Generales TenarisTamsa S.A. de C.V.Mexico
® Handling and maintenance of steel pi 100% 100% 100%
Siat S.A. Argentina Manufacturing of welded steel pip 82% 82% 82%
Siderca International A.p.! Denmark Holding company 100% 100% 100%
Siderca S.A.l.C Argentina Manufacturing of seamless steel pij 100% 100% 100%
Siderestiba S.A. (r Argentina Logistics — 99% 99%
Sidtam Limited B.V.l. Holding company 100% 100% 100%
Siprofer A.G. (a Switzerland Holding company 100 100% —
SO.PAR.FI Dalmine Holding S.£ Luxembourg Holding company 99% 99% 99%
Sociedad Industrial Puntana S Argentina Manufacturing of steel produc 100% 100% 100%
Socominter S.A Venezuele Marketing of steel produc 100% 100% 100%
Socominter Ltda Chile Marketing of steel produc 100% 100% 100%
Talta— Trading e Marketing Ldz Madeira Holding Company 100% 100% 100%



Percentage of

Country of ownership at
Company Organization Main activity December 31,
2006 2005 2004
Tamdel LLC and subsidiaries | Mexico Holding company 100% 100% 100%
Tamser S.A. de C.V. ( Mexico Marketing of scra| 100% 100% 100%
Tamsider LLC U.S.A. Holding company 100% 100% 100%
Tamsider S.A. de C.V. and subsidiaries Promotion and organization
steel-related companies and

Mexico marketing of steel produc — — 100%
Tamtrade S.A.de C.V. (¢ Mexico Marketing of steel produc — — 100%
Techint Investment Netherlands B. Netherlands Holding company 100% 100% 100%
Tenaris Autopartes S.A. de C.V. Manufacturing of supplies for the

México automotive industr 100% 100% 100%
Tenaris Confab Hastes de Bombeio S.A. Manufacturing of steel products

Brazil for oil extraction 70% 70% 70%
Tenaris Connections A.G. and subsidia Ownership and licensing of ste

Liechtenstei technology 100% 100% 100%
Tenaris Financial Services S. Uruguay Financial Service 100% 100% 100%
Tenaris Fittings S.A. de C.V. (previously Empre Manufacturing of welded fitting
Riga S.A. de C.V. Mexico for seamless steel pip 100% 100% 100%
Tenaris Global Services B. Netherlands Sales agent of steel produ 100% 100% 100%
Tenaris Global Services (B.V.l.) Lt B.V.l. Holding company 100% 100% 100%
Tenaris Global Services (Canada) | Canadz Marketing of steel produc 100% 100% 100%
Tenaris Global Services de Bolivia S.R Bolivia Marketing of steel produc 100% 100% 100%
Tenaris Global Services Ecuador S Ecuadot Marketing of steel produc 100% 100% 100%
Tenaris Global Services (Egypt) Ltd. | Egypt Marketing of steel produc 100% 100% —
Tenaris Global Services Far East Pte. Singapore Marketing of steel produc 100% 100% 100%
Tenaris Global Services (Japan) K Japar Marketing of steel produc 100% 100% 100%
Tenaris Global Services (Kazakhstan ) L Kazakhstar  Marketing of steel produc 100% 100% 100%
Tenaris Global Services Kori Korea Marketing of steel produc 100% 100% 100%
Tenaris Global Services LL U.S.A. Sales agent of steel produ 100% 100% 100%



Percentage of

Country of ownership at
Company Organization Main activity December 31,
2006 2005 2004

Tenaris Global Services Nigeria Li Nigeria Marketing of steel produc 100% 100% 100%
Tenaris Global Services Norway / Norway Marketing of steel produc 100% 100% 100%
Tenaris Global Services (Panama) £ Panam: Marketing of steel produc 100% 100% 100%
Tenaris Global Services S.. Uruguay Holding company and marketir

of steel product 100% 100% 100%
Tenaris Global Services (UK) Lt United Kingdon Marketing of steel produc 100% 100% 100%
Tenaris Global Services (U.S.A.) Corporat U.S.A. Marketing of steel produc 100% 100% 100%
Tenaris Investments Lti Ireland Holding company 100% 100% 100%
Tenaris Qingdao Steel Pipes Ltd. China Manufacturing of steel pipes a

connection 100% 100% —
Tenaris Supply Chain Services S.A. Argentina Data administration servici 98% — —
Tenaris West Africa Ltd United Kingdon Finishing of steel pipe 100% 100% 100%
Texas Pipe Threaders Co. U.S.A. Finishing and marketing of steel

pipes 100% 100% 100%
Tubman Holdings (Gibraltar) LL Gibraltar Holding company 100% 100% 100%
Tubman International Ltc Gibraltar Holding company 100% 100% 100%
Tubos de Acero de México S.A. Mexico Manufacturing of seamless steel

pipes 100% 100% 100%
Tubos de Acero de Venezuela S Venezuele Manufacturing of seamless stt

pipes 70% 70% 70%
Tubos del Caribe Ltda. (b) ( Colombia Manufacturing of welded ste

pipes 100% — —

(@) Incorporated or acquired during 20(
(b) Incorporated or acquired during 20(

(c) Tenaris holds 99% of the voting shares of Corfalustrial S.A. and has, directly or indirectliye majority of voting rights in all of its

subsidiaries

(d) Included in December 2004 “Invertub S.A. and subsidiar”.
(e) Included in December 2004 “Insirger S.A. and subsidiar”.
(f) Included in December 2004 “Tamsider S.A. de C.V. and subsidia”.

(g) Merged during 200t

(h) Included in December 2004 “Dalmine Holding B.V. and subsidiar”.

() Merged during 200¢

() Tenaris sold 75% of Dalmine Energie S.p.A. durifge&
(k) Tenaris sold 50% of Lomond Holdings B.V. during 800 a subsidiary of Terniur

()  Subsidiary of Maverick Tube Corporatic

(m) Sold during 2006



Exhibit 12.1
CERTIFICATE

[, PAOLO ROCCA, CERTIFY THAT:

1.
2.

| have reviewed this annual report on Forr-F of Tenaris S.A.

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the company as of, andttierperiods presented in this rep:

The compan’s other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures (;
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f) for the company and hav

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the company, including its consolidatetsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isig prepared

(b)  Designed such internal control over financial réipgr or caused such internal control over finaheporting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

(c) Evaluated the effectiveness of the comf's disclosure controls and procedures and presénthd report our conclusior
about the effectiveness of the disclosure contintbprocedures, as of the end of the period cougyehis report based on
such evaluation; an

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the period
covered by the annual report that has materiafsctgd, or is reasonably likely to materially affebe company’s internal
control over financial reporting; ar



5.  The company’s other certifying officer(s) anidalve disclosed, based on our most recent evaluatimrernal control over financial

reporting, to the company’s auditors and the acmlihmittee of company’s board of directors (or pessperforming the equivalent
functions):

(@)  All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting

which are reasonably likely to adversely affect¢benpany’s ability to record, process, summariz ra@port financial
information; anc

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the
compan’s internal control over financial reportir

Date: June 29, 2007

/s/ Paolo Rocca

Name: Paolo Rocc:
Title: Chief Executive Office



Exhibit 12.2
CERTIFICATE

I, CARLOS CONDORELLI, CERTIFY THAT:

1.
2.

| have reviewed this annual report on Forr-F of Tenaris S.A.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operstand cash flows of the company as of, andtfierperiods presented in this rep:

The compan'’s other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @defined in Exchange Act Rules
13e-15(f) and 15-15(f) for the company and hav

(@) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tesigned under ¢
supervision, to ensure that material informatidatieg to the company, including its consolidatedsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

(b)  Designed such internal control over financial réjpgr, or caused such internal control over finah@gaorting to be designe
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) Evaluated the effectiveness of the comy's disclosure controls and procedures and preséntads report our conclusior
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covgrehis report based on
such evaluation; an

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the period
covered by the annual report that has materiafgcédd, or is reasonably likely to materially affdbe company’s internal
control over financial reporting; ar



5.  The company’s other certifying officer(s) anidalve disclosed, based on our most recent evaluatimrernal control over financial

reporting, to the company’s auditors and the acmlihmittee of company’s board of directors (or pessperforming the equivalent
functions):

(@)  All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting

which are reasonably likely to adversely affect¢benpany’s ability to record, process, summariz ra@port financial
information; anc

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the
compan’s internal control over financial reportir

Date: June 29, 2007

/sl Carlos Condorel

Name: Carlos Condorell
Title: Chief Financial Office



Exhibit 13.1
CERTIFICATION
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(SUBSECTIONS (A) AND (B) OF SECTION 1350, CHAPTER & OF TITLE 18,
UNITED STATES CODE)

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@p@dr 63 of Title 18, United States
Code), the undersigned officer of Tenaris S.A. (t@@mpany”), hereby certifies, to such officer's knowledgleat the Company’s Annual
Report on Form 20-F for the year ended Decembe2@16 (the “ Report), fully complies with the requirements of sectib®(a) or 15(d), as
applicable, of the Securities Exchange Act of 1884 the information contained in the Report fagtgsents, in all material respects, the
financial condition and results of operations & Gompany.

Date: June 29, 2007 /s/ Paolo Rocca
Name Paolo Rocc:
Title: Chief Executive Office

The foregoing certification is being furnished $pleursuant to section 906
of the Sarbanes-Oxley Act of 2002 (subsectionaial) (b) of section 1350, chapter 63 of
title 18, United States Code) and is not beingifés part of the Report or
as a separate disclosure document.



Exhibit 13.2
CERTIFICATION

PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(SUBSECTIONS (A) AND (B) OF SECTION 1350, CHAPTER & OF TITLE 18,
UNITED STATES CODE)

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@p@dr 63 of Title 18, United States
Code), the undersigned officer of Tenaris S.A. (t@@mpany”), hereby certifies, to such officer's knowleddleat the Company’s Annual
Report on Form 20-F for the year ended Decembe2@16 (the “ Report), fully complies with the requirements of sectib®(a) or 15(d), as
applicable, of the Securities Exchange Act of 1884 the information contained in the Report fagtgsents, in all material respects, the
financial condition and results of operations & Gompany.

Date: June 29, 200 /s/ Carlos Condorel
Name Carlos Condorell
Title: Chief Financial Office|

The foregoing certification is being furnished $plpursuant to section 906
of the Sarbanes-Oxley Act of 2002 (subsectionaial) (b) of section 1350, chapter 63 of
title 18, United States Code) and is not beingifés part of the Report or
as a separate disclosure docum



