


Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 

"""""' ~ ,.,:.:... 

,._,. ·-I 

M$nda:c.r:r---
~ar::·.~ C.Wd!IC-.. 

MmalO, --........ 
kl'~ • lirtekN 

am,p ••v•~ ............. , ... 

-· llio~,_.., . .... 
I 

Vill Mtrud!!. 

Abenleen :• ~ • Capenhiglrl ·-
-· .... 

!1:e -a--. 
o.,m- • •• e.r. . .... 
SiUdiSIH!IPip! :.Dhabi 

---· ...,.: 

-~ : -· ·-



Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 

société 
anonyme

société anonyme
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Pursuing strategic investment opportunities and alliances 

Expanding our range of products 

Enhancing our offer of technical and pipe management services - Rig Direct® - and extending their global 
deployment 

Securing inputs for our manufacturing operations 
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Casing

Tubing

Line pipe

Mechanical and structural pipes

Cold-drawn pipe

Premium joints and couplings

Coiled tubing.

Other products. 

and
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Thousands of tons 
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Other Investments 

Ternium 
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Usiminas 

Techgen  
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TenarisSeverstal 
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You should carefully consider the risks and uncertainties described below, together with all other information 
contained in this annual report, before making any investment decision. Any of these risks and uncertainties 
could have a material adverse effect on our business, revenues, financial condition and results of operations, 
which could in turn affect the price of shares and ADSs. 

The COVID-19 pandemic could have an adverse effect of a magnitude we cannot predict. 

Sales and profitability have fallen as a result of downturns in the international price of oil and gas and other 
factors and circumstances (including the recent COVID-19 outbreak) affecting the oil and gas industry, and 
may continue to be adversely impacted for a prolonged period of time.  
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Competition in the global market for steel pipe products may cause us to lose market share and hurt our sales 
and profitability. 

Increases in the cost of raw materials, energy and other costs, limitations or disruptions to the supply of raw 
materials and energy, and price mismatches between raw materials and our products may hurt our 
profitability. 

Our results of operations and financial conditions could be adversely affected by low levels of capacity 
utilization. 
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Climate change legislation or regulations could curtail demand for fossil fuels and therefore demand for our 
products and services could be reduced. 

Adverse economic or political conditions in the countries where we operate or sell our products and services 
may decrease our sales or disrupt our manufacturing operations, thereby adversely affecting our revenues, 
profitability and financial condition. 
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If we do not successfully implement our business strategy, our ability to grow, our competitive position and 
our sales and profitability may suffer.

We could be subject to regulatory risks associated with our international operations.

Changes in applicable tax regulations and resolutions of tax disputes could negatively affect our financial 
results.
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Future acquisitions, strategic partnerships and capital investments may not perform in accordance with 
expectations or may disrupt our operations and hurt our profits. 

Disruptions to our manufacturing processes could adversely affect our operations, customer service levels 
and financial results. 
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We may be required to record a significant charge to earnings if we must reassess our goodwill or other 
assets as a result of changes in assumptions underlying the carrying value of certain assets, particularly as a 
consequence of deteriorating market conditions. 

Our results of operations and financial condition could be adversely affected by movements in exchange 
rates.  

If we do not comply with laws and regulations designed to combat corruption in countries in which we sell 
our products, we could become subject to governmental investigations, fines, penalties or other sanctions and 
to private lawsuits and our sales and profitability could suffer. 
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The cost of complying with environmental regulations and potential environmental and product liabilities 
may increase our operating costs and negatively impact our business, financial condition, results of 
operations and prospects. 

Limitations on our ability to protect our intellectual property rights, including our trade secrets, could cause 
a loss in revenue and any competitive advantage we hold. 
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Cyberattacks could have a material adverse impact on our business and results of operation.  

The Company’s dividend payments depend on the results of operations and financial condition of its 
subsidiaries and could be affected by legal, contractual or other limitations or tax changes. 
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The Company’s controlling shareholder may be able to take actions that do not reflect the will or best 
interests of other shareholders. 

Holders of shares or ADSs may not have access to as much information about us as they would in the case of 
a domestic issuer. 

Holders of ADSs may not be able to exercise, or may encounter difficulties in the exercise of, certain rights 
afforded to shareholders. 

Holders of shares and ADSs in the United States may not be able to exercise preemptive rights in certain 
cases. 
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It may be difficult to enforce judgments against us outside Luxembourg. 

société anonyme
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We are a leading global manufacturer and supplier of steel pipe products and related services for the energy 
industry and other industries. 

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

Our business is highly competitive. 
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Our production costs are sensitive to prices of steelmaking raw materials and other steel products. 

Summary of results 

Outlook 
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Accounting for business combinations

Impairment and recoverability of goodwill and other assets
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”

Reassessment of Property, Plant and Equipment Assets Useful Lives

Reassessment of Useful Lives of Customer Relationships  

Allowance for Obsolescence of Supplies and Spare Parts and Slow-Moving Inventory
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Allowances for Doubtful Accounts 

 
Deferred income tax 

Post employment benefits 
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Contingencies

Internal Control- Integrated Framework (2013)
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Thousands of U.S. dollars (except number of shares and per share 
amounts) 
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Thousands of U.S. dollars (except number of shares) 

Percentage of net sales 
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Fiscal Year Ended December 31, 2019, Compared to Fiscal Year Ended December 31, 2018 

Millions of U.S. dollars 

Tubes 
 

Thousands of tons 

Millions of U.S. dollars 

Net sales of tubular products and services

Operating income from tubular products and services
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Others 

Millions of U.S. dollars 

Net sales of other products and services

Millions of U.S. dollars 
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Fiscal Year Ended December 31, 2019, Compared to Fiscal Year Ended December 31, 2018 

Operating activities 

Investing activities 

Financing activities 
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Financial liabilities 

Millions of U.S. dollars 

Millions of U.S. dollars  

Significant Borrowings 

Millions of U.S. dollars 
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All amounts in millions of U.S. dollars 

 

Foreign Currency Derivative Contracts 



Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 



Tenaris S.A. Annual Report 2019 

Material Legal Proceedings

CSN claims relating to the January 2012 acquisition of Usiminas’ shares 
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Veracel Celulose Accident Litigation

Ongoing investigation 
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Putative class actions

Investigation concerning alleged price overcharges in Brazil 

Administrative proceeding concerning Brazilian tax credits 
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U.S. patent infringement litigation 

Tax assessment from Italian tax authorities 

IPSCO product liability claims 
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Acquisition of IPSCO Tubulars, Inc. 
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The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris s operations and financial 
condition. 

Status of our operations  
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Risks associated with the COVID-19 pandemic and the oil & gas crisis 
 

Mitigating actions 



Tenaris S.A. Annual Report 2019 

Impairment of certain assets and other accounting implications 

Closure of facilities at JFE’s Keihin steel complex 
 

Annual Dividend Proposal 
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Recueil Electronique des Sociétés et Associations
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administrateur délégué
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Directors´ Liability 
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Institut des réviseurs d’entreprises

 

Fees Paid to the Company’s External Auditor 
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Thousands of U.S. dollars 

Audit Fees 

Audit-Related Fees

Tax Fees 

All Other Fees 

Audit Committee’s Pre-approval Policies and Procedures 

ad-referendum
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PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, L-1014 Luxembourg 
T : +352 494848 1, F : +352 494848 2900, www.pwc.lu 
  
Cabinet de révision agréé. Expert-comptable (autorisation gouvernementale n°10028256) 
R.C.S. Luxembourg B 65 477 - TVA LU25482518 

  

Report on the audit of the consolidated financial statements 

What we have audited 
 

_]n 
pwc 



 
 

Recoverability of long-lived assets 

_]n 
pwc 



_]n 
pwc 



pwc 



Report on other legal and regulatory requirements 

 

pwc 
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Tenaris S.A. Consolidated Financial Statements for the years ended December 31, 2019, 2018 and 2017 

societé anonyme

(1) Accounting pronouncements applicable as from January 1, 2019 and relevant for Tenaris 
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(1) Accounting pronouncements applicable as from January 1, 2019 and relevant for Tenaris (Cont.) 
 

(1) Subsidiaries and transactions with non-controlling interests 
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(1) Subsidiaries and transactions with non-controlling interests (Cont.) 

Other financial results
 
 (2) Non-consolidated companies

Equity in earnings (losses) of non-consolidated companies
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(2) Non-consolidated companies (Cont.) 
 
Ternium 
 

Usiminas 
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(2) Non-consolidated companies (Cont.) 

Usiminas (Cont.) 

Techgen 
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(1) Functional and presentation currency 

(2) Transactions in currencies other than the functional currency 
 

Other financial results

(3) Translation of financial information in currencies other than the functional currency 
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Other operating income Other operating expenses

(1) Goodwill  

Intangible assets, 
net. 

 

 (2) Information systems projects 
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(2) Information systems projects (Cont.) 

Selling, general 
and administrative expenses

(3) Licenses, patents, trademarks and proprietary technology  

Selling, general and administrative expenses

(4) Research and development 

Cost of sales
Cost of sales

 
(5)  Customer relationships 

 

Selling, general and administrative expenses
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Financial Results
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Borrowings

Cash and cash equivalents

 
(1) Equity components 

(2) Share capital 
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(3) Dividends distribution by the Company to shareholders  

Other comprehensive income for the year 
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(1) Short-term obligations 
 

(2) Post employment benefits 

 

Other comprehensive income
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(3) Other long term benefits  

 

(4) Termination benefits 

(5) Other compensation obligations 
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Pipe Management Services. 
 

Field Services. 

Storage services

Freights,  

Field services
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Selling, 
general and administrative expenses 
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(i)  Capital Risk Management 

 
 (ii) Foreign exchange risk  
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(ii) Foreign exchange risk (Cont.) 

(iii) Interest rate risk  
 

 
(iv) Credit risk 
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(iv) Credit risk (Cont.) 

(v)  Counterparty risk 

 
(vi) Liquidity risk 
  

 
(vii) Commodity price risk 
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Cash and cash equivalents 1,554,299 387,602  -   1,166,697 1,166,697  -    -   
Other investments  210,376 65,874 144,502  -   134,990 9,512  -   
Fixed income (time-deposit, zero coupon bonds, 
commercial papers) 65,874  -    -    -    -    -   

20,637 
4,993 

40,244 
Bonds and other fixed income 144,502  -   144,502  -   134,990 9,512  -   

10,211 
28,637 

105,654 
Derivative financial instruments 19,929  -    -   19,929  -   19,929  -   
Other Investments Non-current 24,934  -   18,012 6,922 18,012  -   6,922 

18,012 
6,922 

Trade receivables 1,348,160 1,348,160  -    -    -    -    -   
Receivables C and NC (*) 261,678 93,239 48,659  -    -    -   48,659 

141,898 
119,780  -   

Borrowings C and NC 822,152 822,152  -    -    -    -    -   
Trade payables 555,887 555,887  -    -    -    -    -   
Finance Lease Liabilities C and NC 230,167 230,167  -    -    -    -    -   
Derivative financial instruments 1,814  -    -   1,814  -   1,814  -   
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Cash and cash equivalents 428,361 268,163  -  160,198 160,198  -   -  
Other investments  487,734 300,410 166,094 21,230 168,165 19,159  -  
Fixed income (time-deposit, zero coupon bonds, 
commercial papers) 

198,912 
9,932 

91,566 
Bonds and other fixed income 187,324  -  166,094 21,230 168,165 19,159  -  

1,077 
24,912 

142,176 
19,159 

Derivative financial instruments 9,173  -   -  9,173  -  9,173  -  
Other Investments Non-current 118,155  -  113,830 4,326 113,830  -  4,326 

113,830 
4,326 

Trade receivables 1,737,366 1,737,366  -   -   -   -   -  
Receivables C and NC (*) 307,790 139,474 48,711  -   -  52 48,659 

188,185 
119,605 

       
Borrowings C and NC 539,007 539,007  -   -   -   -   -  
Trade payables 693,673 693,673  -   -   -   -   -  
Derivative financial instruments 11,978  -   -  11,978  -  11,978  -  
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Financial Results

Other Reserves

Other Reserves
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Capital expenditures 338 12 350  -  
Depreciation and amortization 523 17 540  -  

Capital expenditures 346 3 349  -  
Depreciation and amortization 645 19 664  -  

Capital expenditures 550 8 558  -   
Depreciation and amortization 594 15 609  -   
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Other operating income  

Other operating expenses 
 

(*) Finance Income:  

Net foreign exchange transactions results: 

Foreign exchange derivatives contracts results:
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Effect of currency translation on tax base,

Tax revaluation, withholding tax and others, 

Changes in the tax rates
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Right of use assets evolution

 

 
Lease liability evolution 

 

cost of sales and selling, general and 
administrative expenses
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a) Ternium 
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b) Usiminas 

c) Techgen 
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(i) Deducted from non-current receivables

(ii) Liabilities

 

(i) Deducted from assets
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Liabilities

 

Net fair values of derivative financial instruments 

Foreign exchange derivative contracts and hedge accounting 
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(i) Contingencies  
 

CSN claims relating to the January 2012 acquisition of Usiminas shares
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(i) Contingencies (Cont.)  
 

CSN claims relating to the January 2012 acquisition of Usiminas shares (Cont.)

Veracel celulose accident litigation 
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(i) Contingencies (Cont.)  
 

Ongoing investigation  
 

Putative class actions 
 

Investigation concerning alleged price overcharges in Brazil 
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(i) Contingencies (Cont.) 

Administrative proceeding concerning Brazilian tax credits 
 

 
U.S. Patent infringement litigation 

Global

Tax assessment from Italian tax authorities 
 

(ii) Commitments and guarantees 
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(ii) Commitments and guarantees (Cont.) 

(iii) Restrictions to the distribution of profits and payment of dividends 
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Acquisition of Saudi Steel Pipe Company 

 

Acquisition of Garrett 
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------------------------------- o--------+------------------1 ---- -- ,--------

--- ----1-----------1-----------------II--·-··--·--·---- ----·--·· I··-··-- ·· ········I-------J 

1 ------------------------------------------------- ,._ _______________ _, __ ______ , ____________ _ 
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Matesi

Tavsa and Comsigua
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Acquisition of IPSCO Tubulars, Inc. 
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The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris’s operations and financial condition 
 

Status of our operations  
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The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris’s operations and financial condition 
(Cont.) 

Status of our operations (Cont.) 

Risks associated with the COVID-19 pandemic and the oil & gas crisis 
 

Mitigating actions 
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The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris’s operations and financial condition 
(Cont.) 

Mitigating actions (Cont.) 
 

 
Acquisition of IPSCO Tubulars, Inc. 
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Acquisition of IPSCO Tubulars, Inc. (Cont.)

 
Impairment of Assets 
 

Closure of facilities at JFE’s Keihin steel complex 

 
Annual Dividend Proposal 
 

 The COVID-19 pandemic and the oil & gas crisis and their impact on 
Tenaris’s operations and financial condition
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Report on the audit of the annual accounts 

What we have audited 

_]n 
pwc 



  

Recoverability of investment in 
subsidiary - Tenaris Investments 
S.à r.l.
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Report on other legal and regulatory requirements 

pwc 
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Putative class actions

Information on Affiliated Undertakings

The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris’s operations and financial condition 



The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris’s operations and financial condition 
(Cont.) 

Status of our operations



The COVID-19 pandemic and the oil & gas crisis and their impact on Tenaris’s operations and financial condition 
(Cont.) 

Risks associated with the COVID-19 pandemic and the oil & gas crisis

Mitigating actions



Annual Dividend Proposal 

The COVID-19 pandemic and the oil & gas crisis and their impact on 
Tenaris’s operations and financial condition
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Millions of U.S. dollars 

Millions of U.S. dollars 

Millions of U.S. dollars 
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