Edgar Filing: TENARIS SA - Form 6-K

TENARIS SA
Form 6-K
February 29, 2008

FORM 6 - K

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Report of Foreign Private Issuer
Pursuant to Rule 13a - 16 or 15d - 16 of
the Securities Exchange Act of 1934

As of February 29, 2008

TENARIS, S.A.
(Translation of Registrant's name into English)

TENARIS, S.A.
46a, Avenue John F. Kennedy
L-1855 Luxembourg
(Address of principal executive offices)

Indicate by check mark whether the registrant files or will file annual reports under cover Form 20-F or 40-F.

Form 20-F\ Form 40-F __

Indicate by check mark whether the registrant by furnishing the information contained in this Form is also thereby
furnishing the information to the Commission pursuant to Rule 12G3-2(b) under the Securities Exchange Act of 1934.

Yes _ No v

If “Yes” is marked, indicate below the file number assigned to the registrant in connection with Rule 12g3-2(b): 82-____




Edgar Filing: TENARIS SA - Form 6-K

The attached material is being furnished to the Securities and Exchange Commission pursuant to Rule 13a-16 and
Form 6-K under the Securities Exchange Act of 1934, as amended. This report contains Tenaris' Consolidated
Financial Statements for the years ended December 31, 2007, 2006 and 2005.

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 29, 2008

Tenaris, S.A.

By: /s/ Cecilia Bilesio
Cecilia Bilesio
Corporate Secretary




Edgar Filing: TENARIS SA - Form 6-K

TENARIS S.A.

CONSOLIDATED
FINANCIAL STATEMENTS

For the years ended December 31, 2007, 2006 and 2005

46a, Avenue John F. Kennedy — 2nd Floor.

L — 1855 Luxembourg




Edgar Filing: TENARIS SA - Form 6-K

CONSOLIDATED INCOME STATEMENTS

(all amounts in thousands of U.S. dollars, unless
otherwise stated)

Continuing operations

Net sales

Cost of sales

Gross profit

Selling, general and administrative expenses
Other operating income

Operating income

Interest income

Interest expense

Other financial results

Income before equity in earnings of associated
companies and income tax

Equity in earnings of associated companies
Income before income tax

Income tax

Income for continuing operations

Discontinued operations (see Note 29)
Income (loss) for discontinued operations

Income for the year

Attributable to:
Equity holders of the Company
Minority interest

Earnings per share attributable to the equity
holders of the Company during year

Weighted average number of ordinary shares
(thousands)

Earnings per share (U.S. dollars per share)
Earnings per ADS (U.S. dollars per ADS)

The accompanying notes are an integral part of these consolidated financial statements.

Notes

1
2

3
5@)
5 (i1)

6
6
6

9
9
9

Year ended December 31,

2007

10,042,008
(5,515,767)
4,526,241
(1,573,949)

28,704
(23,771)

2,957,225

93,392
(275,648)
(22,754)

2,752,215
113,276
2,865,491
(823,924)
2,041,567

34,492

2,076,059

1,923,748

152,311
2,076,059

1,180,537
1.63
3.26

2006

7,727,745
(3,884,226)
3,843,519
(1,054,806)

13,077
(9,304)
2,792,486
60,798
(92,576)
26,826

2,787,534
94,667
2,882,201
(869,977)
2,012,224

47,180

2,059,404

1,945,314

114,090
2,059,404

1,180,537
1.65
3.30

2005

6,209,791
(3,429,365)
2,780,426
(832,315)

12,396
(14,595)

1,945,912

23,815
(52,629)
(79,772)

1,837,326
117,377
1,954,703
(567,368)
1,387,335

3)

1,387,332

1,277,547
109,785
1,387,332

1,180,537
1.08
2.16
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CONSOLIDATED BALANCE SHEETS

(all amounts in thousands of
U.S. dollars)

ASSETS

Non-current assets

Property, plant and equipment,
net

Intangible assets, net
Investments in associated
companies

Other investments

Deferred tax assets
Receivables

Current assets

Inventories

Receivables and prepayments
Current tax assets

Trade receivables

Other investments

Cash and cash equivalents
Current and non current assets
held for sale

Total assets

EQUITY

Capital and reserves attributable
to the Company’s equity holders
Share capital

Legal reserves

Share premium
Currency translation
adjustments

Other reserves
Retained earnings
Minority interest
Total equity
LIABILITIES
Non-current liabilities
Borrowings

Deferred tax liabilities
Other liabilities
Provisions

Trade payables
Current liabilities
Borrowings

Current tax liabilities
Other liabilities

Notes

10
11

12
13
21
14

15
16
17
18
19
19

29

20

21

22 (i)
23(i1)

20

22(i1)

At December 31, 2007

3,269,007
4,542,352

509,354
35,503
310,590
63,738

2,598,856
222,410
242757

1,748,833

87,530
962,497

1,180,537
118,054
609,733

266,049
18,203
4,813,701

2,869,466
1,233,836
185,410
97,912
47

1,150,779
341,028
252,204

8,730,544

5,862,883

651,160
6,514,043
15,244,587

7,006,277
523,573
7,529,850

4,386,671

At December 31, 2006

2,939,241
2,844,498

422,958
26,834
291,641
41,238

2,372,308
272,632
202,718

1,625,241
183,604

1,372,329

1,180,537
118,054
609,733

3,954
28,757
3,397,584

2,857,046
991,945
186,724

92,027
366

794,197
565,985
187,701

6,566,410

6,028,832

6,028,832
12,595,242

5,338,619
363,011
5,701,630

4,128,108
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Provisions 24(i1) 19,342 26,645
Customer advances 449,829 352,717
Trade payables 847,842 3,061,024 838,259

Liabilities associated with
current and non-current assets

held for sale 29 267,042

3,328,066
Total liabilities 7,714,737
Total equity and liabilities 15,244,587

Contingencies, commitments and restrictions to the distribution of profits are disclosed in Note 26.

The accompanying notes are an integral part of these consolidated financial statements.

2,765,504

2,765,504
6,893,612
12,595,242
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(all amounts in thousands of U.S. dollars)

Attributable to equity holders of the Company

Share
Capital

Legal
Reserves

Balance at
January 1, 2007 1,180,537 118,054
Currency

translation

differences - -
Change in equity

reserves (see

Section III C) - -
Acquisition and

decrease of

minority interest - -
Dividends paid in

cash - -
Income for the

year - -

Balance at
December 31,

2007 1,180,537 118,054

Share
Premium

609,733

609,733

Currency

Translation
Adjustment Reserves

3,954

262,095

266,049

Other Retained  Minority
Earnings (¥) Interest

28,757 3,397,584 363,011
- - 47,766
(10,554) - -
- - 20,748

- (507,631) (60,263)
- 1,923,748 152,311
18,203 4,813,701 523,573

Total

5,701,630

309,861

(10,554)

20,748
(567,894)

2,076,059

7,529,850

(*) The Distributable Reserve and Retained Earnings calculated according to Luxembourg Law are disclosed in Note

26.

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Cont.)

(all amounts in thousands of U.S. dollars)

Balance at January
1, 2006

Currency
translation
differences
Change in equity
reserves (see
Section III C and
Note 27 (d))
Acquisition of
minority interest
Dividends paid in
cash

Income for the
year

Balance at
December 31,
2006

Share
Capital

Balance at
January 1,
2005
Effect of
adopting
IFRS 3 (see
Section II
F)

Adjusted
balance at
January 1,
2005

1,180,537

1,180,537

Attributable to equity holders of the Company

Currency
Share Legal Share  Translation  Other
Capital  Reserves Premium Adjustment Reserves
1,180,537 118,054 609,733 (59,743) 2,718
- - - 63,697 -
- - - - 26,039
1,180,537 118,054 609,733 3,954 28,757

Attributable to equity holders of the Company

Legal
Reserves

118,054

118,054

Other  Currency
Share Distributabldranslation Other

Premium Reserve Adjustment Reserves

609,733 82

609,733 82

(30,020) -

(30,020) -

Retained  Minority
Earnings  Interest Total
1,656,503 268,071 3,775,873
- 15,225 78,922
- - 26,039
- (11,181) (11,181)
(204,233)  (23,194)  (227,427)
1,945,314 114,090 2,059,404
3,397,584 363,011 5,701,630
Retained  Minority
Earnings  Interest Total
617,538 165,271 2,661,195
110,775 - 110,775
728,313 165,271 2,771,970

8



Currency
translation
differences
Increase in
equity
reserves in
Ternium
Acquisition
of minority
interest
Dividends
paid in cash
Income for
the year

Balance at
December
31, 2005
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- - (29,723) - - 7,180 (22,543)
- - - 2,718 - - 2,718
- - - - - 153 153
- (82) - - (349,357) (14,318) (363,757)
- - - - 1,277,547 109,785 1,387,332
609,733 - (59,743) 2,718 1,656,503 268,071 3,775,873

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENTS

(all amounts in thousands of U.S. dollars)
Cash flows from operating activities

Income for the year

Adjustments for:

Depreciation and amortization

Income tax accruals less payments

Equity in earnings of associated companies
Interest accruals less payments, net

Income from disposal of investment and other
Changes in provisions

Proceeds from Fintecna arbitration award net
of BHP settlement

Changes in working capital

Other, including currency translation
adjustment

Net cash provided by operating activities

Cash flows from investing activities
Capital expenditures

Acquisitions of subsidiaries and minority
interest

Other disbursements relating to the
acquisition of Hydril

Decrease in subsidiaries / associated
Convertible loan to associated companies
Proceeds from disposal of property, plant and
equipment and intangible assets
Dividends and distributions received from
associated companies

Changes in restricted bank deposits
Reimbursement from trust funds
Investments in short terms securities

Net cash used in investing activities

Cash flows from financing activities
Dividends paid

Dividends paid to minority interest in
subsidiaries

Proceeds from borrowings

Repayments of borrowings

Net cash (used in) provided by financing
activities

(Decrease) Increase in cash and cash
equivalents

Movement in cash and cash equivalents

Note

10 & 11
28 (ii)

28 (iii)

28 (iv)

10 & 11

27

12

Year ended December 31,

2007
2,076,059
514,820
(393,055)
(94,888)
(21,302)
(18,388)
(421)
(110,425)
68,224
2,020,624
(447,917)
(1,927,262)

(71,580)
27,321

24,041

12,170
21

96,074
(2,287,132)
(507,631)
(60,263)

2,718,264
(2,347,054)
(196,684)

(463,192)

2006
2,059,404
255,004
56,836
(94,667)
21,909
(46,481)
8,894
(469,517)
19,474
1,810,856
(441,472)

(2,387,249)

52,995

15,347

2,027
(63,697)
(2,822,049)
(204,233)
(23,194)

3,033,230
(1,105,098)

1,700,705

689,512

2005
1,387,332
214,227
149,487
(117,377)
1,919
6,497

66,594
(433,939)

20,583
1,295,323
(284,474)
(48,292)
(40,358)
9,995
59,127
11,452
(119,907)
119,666
(292,791)
(349,439)
(14,318)
1,222,861
(1,463,233)
(604,129)

398,403

10



Edgar Filing: TENARIS SA - Form 6-K

At the beginning of the period 1,365,008 680,591
Effect of exchange rate changes 52,487 (5,095)
(Decrease) Increase in cash and cash

equivalents (463,192) 689,512
At December 31, 28 (iv) 954,303 1,365,008

Non-cash financing activity
Conversion of debt to equity in subsidiaries 35,140

The accompanying notes are an integral part of these consolidated financial statements.

293,824
(11,636)

398,403
680,591

11
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ACCOUNTING POLICIES (“AP”)
Basis of presentation
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Segment information
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Property, plant and equipment
Intangible assets

Impairment of non financial assets
Other investments

Inventories

Trade receivables

Cash and cash equivalents
Shareholders’ Equity

Borrowings

Income taxes - Current and Deferred
Employee - related liabilities
Employees’ statutory profit sharing
Provisions and other liabilities
Trade payables

Revenue recognition

Cost of sales and sales expenses
Earnings per share

Derivative financial instruments

FINANCIAL RISK MANAGEMENT

IMPACT OF NEW ACCOUNTING
PRONOUNCEMENTS

27
28

29

30
31

OTHER NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Segment information

Cost of sales

Selling, general and administrative expenses
Labor costs (included in Cost of sales and in Selling,
general and administrative expenses)

Other operating items

Financial results

Equity in earnings of associated companies
Income tax

Earnings and dividends per share

Property, plant and equipment, net

Intangible assets, net

Investments in associated companies

Other investments non current

Receivables - non current

Inventories

Receivables and prepayments

Current tax assets

Trade receivables

Cash and cash equivalents, and Other investments
Borrowings

Deferred income tax

Other liabilities

Non-current allowances and provisions
Current allowances and provisions

Derivative financial instruments
Contingencies, commitments and restrictions on the
distribution of profits

Business combinations and other acquisitions
Cash flow disclosures

Current and non current assets held for sale and
discontinued operations

Related party transactions

Principal subsidiaries

12
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I. GENERAL INFORMATION

Tenaris S.A. (the “Company”), a Luxembourg corporation (societé anonyme holding), was incorporated on December
17, 2001, as a holding company in steel pipe manufacturing and distributing operations. The Company holds, either
directly or indirectly, controlling interests in various subsidiaries. References in these financial statements to ‘“Tenaris”
refer to Tenaris S.A. and its consolidated subsidiaries.

The Company’s shares trade on the Milan Stock Exchange, the Buenos Aires Stock Exchange and the Mexico City
Stock Exchange; the Company’s American Depositary Securities trade on the New York Stock Exchange.

These Consolidated Financial Statements were approved for issue by the Company’s Board of Directors on February
27, 2008.

II. ACCOUNTING POLICIES
A Basis of presentation

The Consolidated Financial Statements of Tenaris and its subsidiaries have been prepared in accordance with
International Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board under
the historical cost convention, as modified by the revaluation of financial assets and liabilities (including derivative
instruments) at fair value through profit or loss. The Consolidated Financial Statements are presented in thousands of
U.S. dollars (“$”).

Certain comparative amounts have been reclassified to conform to changes in presentation in the current year.

The preparation of consolidated financial statements in conformity with IFRS requires management to make certain
accounting estimates and assumptions that might affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the balance sheet dates, and the reported amounts of revenues and
expenses during the reporting years. Actual results may differ from these estimates.

B Group accounting
€] Subsidiary companies

Subsidiary companies are entities which are controlled by Tenaris as a result of its ownership of more than 50% of the
voting rights or its ability to otherwise govern an entity’s financial and operating policies. Subsidiaries are consolidated
from the date on which control is exercised by the Company and are no longer consolidated from the date that the
Company ceases to have control.

The purchase method of accounting is used to account for the acquisition of subsidiaries by Tenaris. The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of acquisition, plus costs directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. The excess of the cost of acquisition over the fair value of Tenaris share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary
acquired, the difference is recognized directly in the income statement.

Material intercompany transactions and balances between Tenaris subsidiaries have been eliminated in consolidation.
However, since the functional currency of some subsidiaries is its respective local currency, some financial gains

13
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(losses) arising from intercompany transactions are generated. These are included in the Consolidated Income
Statement under Other financial results.

See Note 31 for the list of the principal subsidiaries.

14
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B Group accounting (Cont.)
2) Associated companies

Investments in associated companies are accounted for by the equity method of accounting and initially recognized at

cost. Associated companies are companies in which Tenaris owns between 20% and 50% of the voting rights or over

which Tenaris has significant influence, but does not have control. Unrealized results on transactions between Tenaris

and its associated companies are eliminated to the extent of Tenaris’ interest in the associated companies. Unrealized
losses are also eliminated but considered an impairment indicator of the asset transferred. Financial statements of
associated companies have been adjusted where necessary to ensure consistency with IFRS. The Company’s pro-rata
share of earnings in associated companies is recorded in Equity in earnings of associated companies. The Company’s
pro-rata share of changes in other reserves is recognized in reserves in the Statement of Changes in Equity.

The Company’s investment in Ternium S.A. (“Ternium”) has been accounted for by the equity method, as Tenaris has
significant influence as defined by IAS 28, Investments in Associates. At December 31, 2007, Tenaris holds 11.46%
of Ternium’s common stock. The Company’s investment in Ternium is carried at incorporation cost plus proportional
ownership of Ternium’s earnings and other shareholders’ equity accounts. Because the exchange of its holdings in
Amazonia and Ylopa for shares in Ternium was considered to be a transaction between companies under common
control of San Faustin N.V., Tenaris recorded its initial ownership interest in Ternium at $229.7 million, the carrying
value of the investments exchanged. This value was $22.6 million less than Tenaris’ proportional ownership of
Ternium’s shareholders’ equity at the transaction date. As a result of this treatment, Tenaris’ investment in Ternium will
not reflect its proportional ownership of Ternium’s net equity position. Ternium carried out an initial public offering
(“IPO”) of its shares on February 1, 2006, listing its ADS on the New York Stock Exchange.

C Segment information
The Company is organized in three major business segments: Tubes, Projects and Other.

The Tubes segment includes the operations that consist of the production and selling of both seamless and welded
steel tubular products and related services mainly for energy and industrial applications.

The Projects segment includes the operations that consist of the production and selling of welded steel pipe products
mainly used in the construction of major pipeline projects.

The Others segment includes the operations that consist of the production and selling of sucker rods, welded steel
pipes for electric conduits, industrial equipment and raw materials, such as hot briquetted iron, or HBI, that exceed
Tenaris’s internal requirements.

In May 2007, Tenaris acquired Hydril Company (“Hydril”), a company engaged in engineering, manufacturing and
selling of premium connections and pressure control products for oil and gas drilling production. Hydril’s premium
connections business was allocated to the Tubes segment and a new segment was initially created -Pressure Control-
for Hydril’s pressure control business. On January 28, 2008, Tenaris entered into an agreement with General Electric
Company (GE) to sell the pressure control business; in accordance with IFRS 5, the pressure control business has been
disclosed as current and non current assets and liabilities held for sale and discontinued operations.

Corporate general and administrative expenses have been allocated to the Tubes segment.
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C Segment information (Cont.)

Tenaris groups its geographical information in five areas: North America, South America, Europe, Middle East and
Africa, and Far East and Oceania. For purposes of reporting geographical information, net sales are allocated to
geographical areas based on the customer’s location; allocation of assets and capital expenditures and associated
depreciation and amortization are based on the geographic location of the assets.

D Foreign currency translation
€] Functional and presentation currency

IAS 21 (revised) defines the functional currency as the currency of the primary economic environment in which an
entity operates.

The functional and presentation currency of the Company is the U.S. dollar. The U.S. dollar is the currency that best
reflects the economic substance of the underlying events and circumstances relevant to Tenaris’ global operations.
Generally, the functional currency of the Company’s subsidiaries is the respective local currency. Tenaris argentine
operations, however, which consist of Siderca S.A.I.C. (“Siderca”) and its Argentine subsidiaries, have determined their
functional currency to be the U.S. dollar, based on the following considerations:

eSales are mainly negotiated, denominated and settled in U.S. dollars. If priced in a currency other than the U.S.
dollar, the price considers exposure to fluctuation in the rate of exchange rate versus the U.S. dollar;

. Prices of critical raw materials and inputs are priced and settled in U.S. dollars;
e The exchange rate of the currency of Argentina has long-been affected by recurring and severe economic crises; and
. Net financial assets and liabilities are mainly received and maintained in U.S. dollars.

In addition to Siderca, the Colombian subsidiaries and most of the Company’s distributing subsidiaries and
intermediate holding subsidiaries have the U.S. dollar as their functional currency, reflecting the transaction
environment and cash flow of these operations.

2) Translation of financial information in currencies other than the functional currency

Results of operations for subsidiaries whose functional currencies are not the U.S. dollar are translated into U.S.
dollars at the average exchange rates for each quarter of the year. Balance sheet positions are translated at the
end-of-year exchange rates. Translation differences are recognized in equity as currency translation adjustments. In
the case of a sale or other disposal of any such subsidiary, any accumulated translation difference would be recognized
in income as a gain or loss from the sale.

3) Transactions in currencies other than the functional currency

Transactions in currencies other than the functional currency are accounted for at the exchange rates prevailing at the
date of the transactions. Gains and losses resulting from the settlement of such transactions, including intercompany
transactions, and from the translation of monetary assets and liabilities denominated in currencies other than the
functional currency, are recorded as gains and losses from foreign exchange and included in Other Financial results in

the income statement.

E Property, plant and equipment

17



Edgar Filing: TENARIS SA - Form 6-K

Property, plant and equipment are recognized at historical acquisition or construction cost less accumulated
depreciation and impairment losses. Property, Plant and Equipment acquired through acquisitions accounted for as
business combinations have been valued initially at the fair market value of the assets acquired.

18
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E Property, plant and equipment (Cont.)

Major overhaul and rebuilding expenditures are capitalized as property, plant and equipment only when the
investment enhances the condition of assets beyond its original condition. The carrying amount of the replaced part is
derecognized.

Ordinary maintenance expenses on manufacturing properties are recorded as cost of products sold in the year in which
they are incurred.

Borrowing costs that are attributable to the acquisition or construction of certain capital assets are capitalized as part
of the cost of the asset, in accordance with IAS 23(“Borrowing Costs”) . Capital assets for which borrowing costs are
capitalized are those that require a substantial period of time to prepare for their intended use.

Depreciation is calculated using the straight-line method to depreciate the cost of each asset to its residual value over
its estimated useful life, as follows:

Buildings and
improvements  30-50 years
Plant and
production
equipment 10-20 years
Vehicles,
furniture and
fixtures, and
ot h er
equipment 4-10 years

The residual values and useful lives of significant plant and equipment are reviewed, and adjusted if appropriate, at
each year-end date. Any charges from such reviews are included in Cost of sales in the Income Statement.

Management’s reestimation of assets useful lives, performed in accordance with IAS 16 (“Property plant and
equipment”), did not materially affect depreciation expenses for 2007.

Tenaris depreciates each significant part of an item of property, plant and equipment for its different production
facilities that (i) can be properly identified as an independent component with a cost that is significant in relation to
the total cost of the item, and (ii) has a useful operating life that is different from another significant part of that same
item of property, plant and equipment.

Gains and losses on disposals are determined by comparing net proceeds with the carrying amount of assets. These are
included in Other operating income or Other operating expenses in the Income Statement.

F Intangible assets

(D Goodwill

Goodwill represents the excess of the acquisition cost over the fair value of Tenaris’ share of net assets acquired as part
of business combinations determined mainly by independent valuation. Separately recognized goodwill is tested

annually for impairment and carried at cost less accumulated impairment losses. No impairment losses related to
goodwill were recorded by Tenaris during the three years covered by these Consolidated Financial Statements. In the
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event of impairment, reversals are not allowed. Goodwill is included in Intangible assets, net on the Balance Sheet.

b}

Goodwill is allocated to cash-generating units (“CGU’s”) for the purpose of impairment testing. The allocation is made
to those CGU expected to benefit from the business combination which generated the goodwill being tested.

Negative goodwill represents an excess of the fair value of identifiable net assets acquired in a business combination
over the cost of the acquisition. IFRS 3 (“Business Combinations”) requires negative goodwill to be recognized
immediately as a gain in the Income Statement.
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F Intangible assets (Cont.)
) Goodwill (Cont.)

Upon the adoption of IFRS 3, adopted together with the revised IAS 38 (“Intangible Assets”), and IAS 36 (“Impairment
of Assets”), previously accumulated negative goodwill was required to be derecognized through an adjustment to
retained earnings. The derecognition of negative goodwill in this manner resulted in an increase of $110.8 million in
the opening balance of the Company's equity at January 1, 2005.

2) Information systems projects

Costs associated with developing or maintaining computer software programs are generally recognized as an expense
as incurred. However, costs directly related to the development, acquisition and implementation of information
systems are recognized as intangible assets if it is probable they have economic benefits exceeding one year.

Information systems projects recognized as assets are amortized using the straight-line method over their useful lives,
not exceeding a period of 3 years. Amortization charges are classified as Selling, general and administrative expenses
in the Income Statement.

3) Licenses, patents, trademarks and proprietary technology

Expenditures on acquired patents, trademarks, technology transfer and licenses are capitalized and amortized using the
straight-line method over their estimated useful lives, not exceeding a period of 10 years.

Trademarks acquired through acquisitions amounting to $149.1 million at December 31, 2007, out of which $57.1
million are disclosed within current and non current assets held for sale, have indefinite useful lives according to
external appraisal. Main factors considered in the determination of the indefinite useful lives, include the years that
they have been in service and their recognition among customers in the industry.

)] Research and development

Research expenditures as well as development costs that do not fulfill the criteria for capitalization are recorded as
Cost of sales in the income statement as incurred. Research and development expenditures included in Cost of sales
for the years 2007, 2006 and 2005 totaled $61.7 million , $46.9 million and $34.7 million, respectively.

4) Customer relationships and backlog acquired in a business combination

In accordance with IFRS 3 and IAS 38, Tenaris has recognized the value of customer relationships and backlog
separately from goodwill attributable to the acquisition of Maverick and Hydril, as further disclosed in Note 27 (a) and

(©).

Customer relationships are amortized using the straight-line method over a useful average life of approximately 14
years for Maverick and 10 years for Hydril.

Backlog refers to fair value calculated with the discounted cash flow method of agreements and/or relationships that

effectively represent "pre-sold" business for Hydril pressure control. It is amortized using the straight-line method
over a useful average life of approximately 2 years.
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G Impairment of non financial assets

In accordance with IFRS 3, IAS 36 and IAS 38, long-lived assets including identifiable intangible assets and goodwill
are regularly reviewed for impairment.

Intangible assets with indefinite useful life, including goodwill, are subject to at least an annual impairment test for
possible impairment whereas, the remaining long lived assets are tested whenever events or changes in circumstances
indicate that the balance sheet carrying amount of the asset may not be recoverable.

To carry out these tests, assets are grouped into CGUs. The value in use of these units is determined on the basis of the
present value of net future cash flows which will be generated by the assets tested. Cash flows are discounted at rates
that reflect specific country and currency risks.

H Other investments
Other investments consist primarily of investments in financial debt instruments.
All of Tenaris investments are classified as financial assets “at fair value through profit or loss”.

Purchases and sales of financial investments are recognized as of the trade date, which is the date that Tenaris
commits to purchase or sell the investment, and which is not significantly different from the actual settlement date.
The change in fair value of financial investments designated as held at fair value through profit or loss is charged to
Financial results in the Income Statement.

Results from financial investments are recognized in Financial results in the income statement.

The fair values of quoted investments are based on current mid prices (see Section III. Financial Risk Management). If
the market for a financial investment is not active or the securities are not listed, Tenaris estimates the fair value by
using standard valuation techniques.

I Inventories

Inventories are stated at the lower of cost (calculated principally on the first-in-first-out “FIFO” method) and net
realizable value. The cost of finished goods and goods in process is comprised of raw materials, direct labor, other
direct costs and related production overhead costs. Tenaris estimates net realizable value of inventories by grouping,
where applicable, similar or related items. Net realizable value is the estimated selling price in the ordinary course of
business, less any estimated costs of completion and selling expenses. Goods in transit at year end are valued based on
supplier’s invoice cost.

Tenaris establishes an allowance for obsolete or slow-moving inventory related to finished goods, supplies and spare
parts. For slow moving or obsolete finished products, an allowance is established based on management’s analysis of
product aging. An allowance for slow-moving inventory of supplies and spare parts is established based on
management's analysis of such items to be used as intended and the consideration of potential obsolescence due to
technological changes.

J Trade receivables

Trade receivables are recognized initially at fair value, generally the original invoice amount. Tenaris analyzes its
trade accounts receivable on a regular basis and, when aware of a specific client’s difficulty or inability to meet its
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obligations to Tenaris, impairs any amounts due by means of a charge to an allowance for doubtful accounts
receivable. Additionally, this allowance is adjusted periodically based on the aging of receivables.
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K Cash and cash equivalents
Cash and cash equivalents are comprised of cash in banks, short-term money market funds and highly liquid
short-term securities with a maturity of less than 90 days at the date of purchase. Assets recorded in cash and cash

equivalents are carried at fair market value, or at historical cost which approximates fair market value.

For the purposes of the cash flow statement, cash and cash equivalents is comprised of cash, bank accounts and
short-term highly liquid investments and overdrafts.

On the Balance Sheet, bank overdrafts are included in borrowings in current liabilities.
L Shareholders’ Equity
) Basis of presentation
The consolidated statement of changes in equity includes:
*The value of share capital, legal reserve, share premium and other distributable reserve calculated in accordance
with Luxembourg Law;
e The currency translation adjustment, other reserves, retained earnings and minority interest calculated in accordance
with IFRS.
2) Share capital

Total ordinary shares issued and outstanding as of December 31, 2007, 2006 and 2005 is 1,180,536,830 with a par
value of $1.00 per share with one vote each. All issued shares are fully paid.

3) Dividends paid by the Company to shareholders

Dividends payable are recorded in the Company’s financial statements in the year in which they are approved by the
Company’s shareholders, or when interim dividends are approved by the Board of Directors in accordance with the
by-laws of the Company.

Dividends may be paid by the Company to the extent that it has distributable retained earnings, calculated in
accordance with Luxembourg law. As a result, retained earnings included in the Consolidated Financial Statements
may not be wholly distributable (See Note 26).

M Borrowings

Borrowings are recognized initially for an amount equal to the proceeds received net of transaction costs. In
subsequent years, borrowings are stated at amortized cost.

N Income Taxes — Current and Deferred

Under present Luxembourg law, the Company is not subject to income tax, withholding tax on dividends paid to
shareholders or capital gains tax payable in Luxembourg as long as the Company maintains its status as a “1929
Holding Billionaire Company”. Following a previously announced decision by the European Commission, the
Grand-Duchy of Luxembourg has terminated its 1929 holding company regime, effective January 1, 2007. However,
under the implementing legislation, pre-existing publicly listed companies -including the Company- will be entitled to
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continue benefiting from their current tax regime until December 31, 2010.

The current income tax charge is calculated on the basis of the tax laws in effect in the countries where the Company’s
subsidiaries operate and generate taxable income. Management periodically evaluates positions taken in tax returns

with respect to situations in which applicable tax regulations are subject to interpretation and establishes provisions

when appropriate.
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N Income Taxes — Current and Deferred (Cont.)

Deferred income taxes are calculated applying the liability method on temporary differences arising between the tax
basis of assets and liabilities and their carrying amounts in the financial statements. The principal temporary
differences arise from fair value adjustments of assets acquired in business combinations, the effect of currency
translation on fixed assets, depreciation on property, plant and equipment, valuation of inventories and provisions for
pensions. Deferred tax assets are also recognized for net operating loss carry-forwards. Deferred tax assets and
liabilities are measured at the tax rates that are expected to apply in the time period when the asset is realized or the
liability is expected to be settled, based on tax laws that have been enacted or substantively enacted by the balance
sheet date.

Deferred tax assets are recognized to the extent it is probable that future taxable income will be available to utilize
those recognized deferred tax assets against such income.

O Employee-related liabilities
(@ Employee severance indemnity

Employee severance indemnity costs are assessed annually using the projected unit credit method. Employee
severance indemnity obligations are measured at the present value of the estimated future cash outflows, based on
actuarial calculations provided by independent advisors and in accordance with current legislation and labor contracts
in effect in each respective country. The cost of this obligation is charged to the income statement over the expected
service lives of employees.

This provision is primarily related to the liability accrued for employees at Tenaris’ Italian and Mexican subsidiaries.

As from January 1, 2007 as a consequence of a change in an Italian law, employees were entitled to make
contributions to external funds or to maintain the contributions within the company. If the employee chooses to make
contributions to the external funds Tenaris’ Italian subsidiary pays every year the matured contribution to the funds and
no more obligation will be in charge of it. As a consequence of the abovementioned, the structure of the plan could be
changed from a defined benefit plan to a defined contribution plan effective from the date of the choice, but only
limited to the contributions of 2007 onwards.

(b) Defined benefit pension obligations

Certain officers of Tenaris are covered by defined benefit employee retirement plans designed to provide
post-retirement, termination and other benefits.

Post-retirement costs are assessed using the projected unit credit method. Post-retirement obligations are measured at
the present value of the estimated future cash outflows, based on actuarial calculations provided by independent
advisors.

Benefits provided under one of Tenaris’ plans are provided in U.S. dollars, and are calculated based on seven-year
salary averages. Tenaris accumulates assets for the payment of benefits expected to be disbursed by this plan in the
form of investments that are subject to time limitations for redemption. These investments are neither part of a specific
pension plan nor are they segregated from Tenaris’ other assets. As a result, this plan is considered to be “unfunded”
under IFRS definitions.
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In one of its Canadian subsidiaries, Tenaris sponsors funded and unfunded non-contributory defined benefit pension
plans. The plans provide defined benefits based on years of service and, in the case of salaried employees, final
average salary. In addition Tenaris provides an unfunded non-contributory post-employment benefits plan to retirees
from salaried employment.

Certain other officers and former employees of one specific Tenaris subsidiary are covered by a separate plan defined
as “funded” under IFRS definitions.

All of Tenaris’ plans recognize actuarial gains and losses over the average remaining service lives of employees.
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O Employee-related liabilities (Cont.)
© Other compensation obligations
Employee entitlements to annual leave and long-service leave are accrued as earned.

Other length of service based compensation to employees in the event of dismissal or death is charged to income in
the year in which it becomes payable.

(d) Employee retention and long term incentive program

On January 1, 2007 Tenaris adopted an employee retention and long term incentive program. Pursuant to this

program, certain senior executives will be granted with a number of units’ equivalent in value to the equity book value
per share (excluding minority interest). The units will be vested over four years period and Tenaris will redeem vested

units following a period of seven years from the grant date, or when the employee ceases employment, at the equity

book value per share at the time of payment. Beneficiaries will also receive a cash amount per unit equivalent to the

dividend paid per share whenever the Company pays a cash dividend to its shareholders.

Annual compensation under this program is not expected to exceed 35% in average of the total annual compensation
of the beneficiaries.

The total value of the units granted to date under the program, considering the number of units and the book value per
share as of December 31, 2007, is $8.1 million. As of December 31, 2007, Tenaris has recorded a total liability of
$11.1 million, based on actuarial calculations provided by independent advisors.

P Employee statutory profit sharing

Under Mexican law, the Company’s Mexican subsidiaries are required to pay to their employees an annual benefit
calculated on a similar basis to that used for local income tax purposes. Employee statutory profit sharing is calculated
using the liability method, and is recorded in Current other liabilities and Non-current other liabilities on the balance
sheet. Because Mexican employee statutory profit sharing is determined on a similar basis to that used for determining
local income taxes, Tenaris accounts for temporary differences arising between the statutory calculation and reported
expense as determined under IFRS in a manner similar to the calculation of deferred income tax.

Q Provisions and other liabilities

Tenaris is subject to various claims, lawsuits and other legal proceedings, including customer claims, in which a third

party is seeking payment for alleged damages, reimbursement for losses or indemnity. Tenaris’ potential liability with
respect to such claims, lawsuits and other legal proceedings cannot be estimated with certainty. Management

periodically reviews the status of each significant matter and assesses potential financial exposure. If a potential loss

from a claim or proceeding is considered probable and the amount can be reasonably estimated, a liability is recorded.

Accruals for loss contingencies reflect a reasonable estimate of the losses to be incurred based on information

available to management as of the date of preparation of the financial statements, and take into consideration Tenaris’
litigation and settlement strategies. These estimates are primarily constructed with the assistance of legal counsel. As

the scope of liabilities become better defined, there may be changes in the estimates of future costs which could have a

material adverse effect on its results of operations, financial condition and net worth.

If Tenaris expects to be reimbursed for an accrued expense, as would be the case for an expense or loss covered under
an insurance contract, and reimbursement is considered virtually certain, the expected reimbursement is recognized as
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R Trade payables

Trade payables are recognized initially at fair value and subsequently measured at amortized cost.

S Revenue recognition

Tenaris’ products and services are sold based upon purchase orders, contracts or upon other persuasive evidence of an
arrangement with customers, including that the sales price is known or determinable. Sales are recognized as revenue

upon delivery and when collection is reasonably assured. Delivery is defined by the transfer of risk provision of sales

contracts and may include delivery to a storage facility located at one of the Company’s subsidiaries.

The Pressure Control business (disclosed as discontinued operations) and industrial equipment (included in Other

segment) recognize revenues from long term contracts. These contracts are recognized using the percentage of

completion method measured by the percentage of costs incurred to estimated final costs.

Other revenues earned by Tenaris are recognized on the following bases:

o Interest income: on the effective yield basis.
o Dividend income from investments in other companies: when Tenaris’ right to collect is established.

T Cost of sales and sales expenses
Cost of sales and sales expenses are recognized in the income statement on the accrual basis of accounting.

Commissions, freight and other selling expenses, including shipping and handling costs, are recorded in Selling,
general and administrative expenses in the income statement.

U Earnings per share

Earnings per share are calculated by dividing the income attributable to equity holders of the Company by the daily
weighted average number of common shares outstanding during the year.

A\ Derivative financial instruments

Accounting for derivative financial instruments and hedging activities is included within the Section III, Financial
Risk Management.

Tenaris has identified certain embedded derivatives and in accordance with IAS 39 (“Financial Instruments:
Recognition and Measurement”) has accounted them separately from their host contracts. This result has been
recognized under “Net foreign exchange transaction results and changes in fair value of derivative instruments”.

III. FINANCIAL RISK MANAGEMENT

The multinational nature of Tenaris’ operations and customer base expose the Company to a variety of risks, including
the effects of changes in foreign currency exchange rates and interest rates. To manage the volatility related to these

exposures, management evaluates exposures on a consolidated basis to take advantage of logical exposure netting. For

a portion of the remaining exposures, the Company or its subsidiaries may enter into various derivative transactions in

order to manage potential adverse impacts on the Tenaris’ financial performance. Such derivative transactions are
executed in accordance with internal policies in areas such as counterparty exposure and hedging practices.
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III. FINANCIAL RISK MANAGEMENT (Cont.)
A. Financial Risk Factors
1) Capital Risk

Tenaris seeks to maintain an adequate debt to total equity ratio considering the industry and the markets where it
operates. The year end ratio of debt to total equity (where “debt” comprises all financial borrowings and “equity” is the
sum of financial borrowings and shareholders’ equity) is 0.35 as of December 31, 2007, in comparison with 0.39 as of
December 31, 2006. The Company does not have to comply with regulatory capital adequacy requirements as known

in the financial services industry.

(i1) Foreign exchange rate risk management

Tenaris manufactures and sells its products in a number of countries throughout the world and as a result is exposed to
foreign exchange rate risk. Since the functional currency of the Company is the U.S. dollar the purpose of Tenaris’
foreign currency hedging program is to reduce the risk caused by changes in exchange rates against US dollar.

Tenaris’ exposure to currency fluctuations is reviewed on a periodic basis. A number of derivative transactions are
performed in order to achieve an efficient coverage. Almost all of these hedging transactions are forward exchange
rates contracts (see Note 25 Derivative Financial Instruments).

Tenaris does not hold or issue derivative financial instruments for speculative trading purposes.

Because a number of subsidiaries have functional currencies other than the U.S. dollar, the results of hedging
activities, reported in accordance with IFRS, may not reflect management’s assessment of its foreign exchange risk
hedging program. Intercompany balances between Tenaris subsidiaries may generate financial gains (losses) to the
extent that functional currencies differ.

The following table shows a breakdown of Tenaris’ assessed long / (short) balance sheet exposure to currency risk as
of December 31, 2007, including the effect of forward exchange rate contracts in place. These balances include
intercompany positions where the intervening parties have different functional currencies.

Exposure

to Functional Currency

in

thousand $  USD EUR MXN BRL JPY CAD RON VEB CNY  Other
USD (n/a) (236,608) (278,948) 209,932 145,438 4,522 (58,354) (38,811) (31,755) (749)
EUR 44,256 (n/a) 1,486 11,218 (213)  (799) (19,681) (3,832) (180) -
MXN 2,283 - (n/a) - - - - - - -
JPY 439 - - - (n/a) (10) - - (107) -
CAD (62,657) 256 663 - (40)  (n/a) - - - -
RON (19,208) - - - - - (n/a) - - -
VEB 16,338 - - - - - - (n/a) - -
ARS (156,359) - - - - - - - - -
GBP 14,330 1,405 6 9 256 (8) 1,667 - - -
Other (1,125) - - - 19 - - - - -
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The Company estimates that the impact under IFRS in the net exposure of a simultaneous +/- 1% favorable /

unfavorable movement in the main exchange rates would result in a maximum pre-tax gain / loss of approximately +/-

$13.4 million for 2007 as compared with a maximum pre-tax gain / loss of approximately +/- $13.7 million for 2006.

Considering the above mentioned assumptions the maximum effect in shareholder’s equity originated in monetary
assets and liabilities would result in approximately $5.9 million and $6.3 million for 2007 and 2006 respectively.

Additionally, the Company has an embedded derivative related to a ten year steel supply agreement contracted by a
Canadian subsidiary of an amount of $292 million. The company estimates that the impact of +/- 1% favorable /
unfavorable movement in the exchange rate would result in a maximum pre-tax gain / loss of approximately +/- $2.9
million.
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A. Financial Risk Factors (Cont.)
(ii1) Interest rate risk management

Tenaris’ financing strategy is to manage interest expense using a mixture of fixed-rate and variable-rate debt. To
manage this risk in a cost - efficient manner, Tenaris enters into interest rate swaps in which it agrees to exchange
with the counterparty, at specified intervals, the difference between fixed and variable interest amounts calculated by
reference to an agreed-upon notional principal amount. Tenaris has entered into interest rate swaps related to
long-term debt to partially hedge future interest payments, as well as to convert borrowings from floating to fixed
rates.

The following table summarizes the proportions of variable-rate and fixed-rate debt as of each year end (see Note 25 -
Derivative financial instruments)

As of 31 December,

2007 2006
Amount in Amount in
million Percentage million Percentage
Fixed rate 282.9 7% 242.5 7%
Variable rate 3,737.3 93% 3,408.7 93%
@iv) Concentration of credit risk

There is no significant concentration of credit risk from customers. No single customer comprised more than 10% of
Tenaris’ net sales in 2007 and 2006.

Tenaris’ credit policies related to sales of products and services are designed to identify customers with acceptable
credit history, and to allow Tenaris to require the use of credit insurance, letters of credit and other instruments
designed to minimize credit risks whenever deemed necessary. Tenaris maintains allowances for impairment for
potential credit losses (See Note 11 J).

Derivative counterparties and cash transactions are limited to high credit quality financial institutions normally

investment grade. More than 98.6% of Tenaris’ cash equivalents and short term investments correspond to Investment
Grade-rated instruments as of December 31, 2007, in comparison with 98.1% as of December 31, 2006.

) Liquidity risk

Management maintains sufficient cash and marketable securities or credit facilities to finance normal
operations. Tenaris also has lines of credit and access to market for short-term working capital needs.

B. Fair value estimation
For the purpose of estimating the fair value of financial assets and liabilities with maturities of less than one year, the
market value is considered. Since most of the Company’s cash and marketable securities are short-term instruments, a

change of 50 basis points in the reference interest rates would not have a significant impact in the fair value of
financial assets.

Tenaris’ borrowings are accounted for at its amortized cost. Most borrowings are comprised of variable rate debt with a
short term portion where interest has already been fixed. Tenaris estimate that the fair value of its main financial
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liabilities is approximately 100.4% in 2007 of its carrying amount including interests accrued as compared with
101.2% in 2006. Tenaris estimates that a change of 50 basis points in the reference interest rates would have an
estimated impact of less than 0.1% in the fair value of borrowings as of December 31, 2007. Fair values were
calculated using standard valuation techniques for floating rate instruments and comparable market rates for
discounting flows.

Specific derivative instruments are priced using valuation tools in order to obtain market values.
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C. Accounting for Derivative Financial Instruments and Hedging Activities

Derivative financial instruments are initially recognized in the balance sheet at fair value on the date a derivative
contract is entered into and are subsequently remeasured at fair value. Specific tools are used for calculation of each
instrument’s fair value and these tools are tested for consistency on a quarterly basis. Market rates are used for all
pricing operations. This includes exchange rates, deposit rates and other discount rates matching the nature of each
underlying risk.

As a general rule, Tenaris recognizes the full amount related to the change in fair value of derivative financial
instruments in Financial results in the Income Statement.

Tenaris designates certain derivatives as hedges of a particular risk associated with a recognized asset or liability or a
highly probable forecast transaction. These transactions are classified as cash flow hedges (mainly currency forward
contracts on highly probable forecast transactions and interest rate swaps and collars). The effective portion of the fair
value of derivatives that are designated and qualify as cash flow hedges is recognized in equity. Amounts accumulated
in equity are recognized in the income statement in the same period than any offsetting losses and gains on the hedged
item. The gain or loss relating to the ineffective portion is recognized immediately in the income statement. The fair
value of Tenaris derivative financial instruments (asset or liability) continues to be reflected on the Balance Sheet.

For transactions designated and qualifying for hedge accounting, Tenaris documents at the inception of the transaction
the relationship between hedging instruments and hedged items, as well as its risk management objectives and strategy
for undertaking various hedge transactions. At December 31, 2007, the effective portion of designated cash flow
hedges amounts to $8.5 million and is included in Other Reserves in equity (see Note 25 Derivative Financial
Instruments).

IV. IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS

Standards early adopted by Tenaris

Tenaris early adopted IFRS 8 “Operating Segments” as from January 1, 2006, which replaces IAS 14 and requires an
entity to report financial and descriptive information about its reportable segments (as aggregations of operating
segments). Financial info