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EZZ STEEL REPORTS CONSOLIDATED FY 2020 RESULTS

Cairo, 01 April 2021 — Ezz Steel (EGX: ESRS; London Stock Exchange: AEZD), the largest independent
producer of steel in the MENA region and market leader in Egypt, today announced its consolidated results for
the period ending 31 December 2020. The audited results have been prepared in accordance with Egyptian

Accounting Standards.

Key highlights

EGPMn

FY 2019 FY 2020 YoY %
[l Netsales 45,714 38,625 (16)
[l Gross profit (976) 1,220 (225)
[l EBITDA* (1,518) 535 (135)
[l Net profit after tax and minority interest (6,195) (3,119)
[l Earnings per share** (11.40) (5.74)

*EBITDA = sales — cost of goods sold — selling & marketing expense — G&A expense + depreciation and
amortisation

**EPS = Net profit after tax & Minority Interest / No. of shares at the end of the period



For further information:

Ezz Steel
Ahmed Nabil +20 2 27989844 +20 100 177 7703
Haya Azab +20 2 27989900 +20 122 998 8739

About Ezz Steel
Ezz Steel (formerly: Al Ezz Steel Rebars) is the largest independent steel producer in the Middle East and North

Africa, and the Egyptian market leader, with a total actual capacity of 7 million tonnes of finished steel per annum.

In 2020, the Company produced 2.3 million tonnes of long products (typically used in construction) and 1.3
million tonnes of flat products (typically used in consumer / industrial goods). Ezz Steel deploys the latest in
modern steel-making technology and is committed to further increasing vertical integration across its plants,
boosting operational flexibility.



Operational Review

All of the below financial breakdowns are based on Ezz Steel’s consolidated financials, which include the
consolidated financial performance of EZDK. Following the successful acquisition of EFS/ERM, both are full
subsidiaries of EZDK.

Sales & Production

Consolidated net sales for FY 2020 were EGP 38.6 billion, representing a decrease of 16% year on year. Global
demand remained low with the continued effects of COVID-19, including a significant drop-in construction
activity, contributing to this decrease. Local demand in Egypt was negatively affected due to the suspension of
building permits for 6 months from May to November 2020. Compared to FY 2019, Flat sales were down 16%
and long sales were down 28% respectively. Prices declined in Egypt and international markets for both long and

flat steel on average in FY 2020.

Sales after elimination

EGPMn
Ezz Steel EZDK Ezz Steel
Standalone Consolidated Consolidated
Long 6,736 20,588 27,324
Flat - 10,736 10,736
Others - 565 565
Total 6,736 31,889 38,625

Long steel products accounted for EGP 27.32 billion, or 71% of sales in FY 2020, while flat steel products
represented 28% of sales at EGP 10.74 billion. Long product exports accounted for 8% of total long sales. Flat

product exports accounted for 48% of total flat sales.

Sales Value

EGPMn Domestic % Export %
Long 25,180 92% 2,144 8%
Flat 5,627 52% 5,109 48%

Long sales volumes were 3.17 million tonnes during FY 2020, 10% lower than the 3.51 million tonnes sold in FY
2019. Over the same period, consolidated flat sales volumes increased by 12% to reach 1.3 million tonnes in FY
2020.



The group’s consolidated sales volumes totalled 4.47 million tonnes in FY 2020, a decrease of 4% from the 4.67
million tonnes in FY 2019.

Long steel production volumes totalled 3.13 million tonnes during FY 2020, down 5% compared to FY 2019. Flat
steel production volumes however increased by 18% to 1.34 million tonnes for the period, compared to 1.14

million tonnes in the previous year.

Cost of Goods Sold

Consolidated Cost of Goods Sold for FY 2020 represented 96.8% of sales, leading to a gross profit margin of
3.2% in FY 2020. High iron ore price compared to decreased product prices, lower global demand, high utilities
cost, and lack of sufficient local market protection, especially in flat steel, continued to be factors that had a
significant impact on gross profit.

Ezz Steel Standalone reported a COGS/Sales ratio of 93% for FY 2020, compared to 99% in FY 2019. At EZDK
Consolidated the COGS/Sales ratio stood at 98%.

ESR EZDK Ezz Steel
EGPMn Standalone Consolidated Consolidated
Sales 6,736 31,889 38,625
COGS 6,283 31,122 37,405
COGS/Sales 93% 98% 96.8%

Gross profit

Gross profit of 1.22 billion was recorded for FY 2020 for Ezz Steel consolidated, compared to a gross loss of 980
million in FY 2019 (-225%).

EBITDA

Ezz Steel consolidated EBITDA for FY 2020 amounted to EGP 535.3 million, compared to an EBITDA loss of
EGP 1.5 billion in FY 2019.



Tax

During FY 2019, Ezz Steel had deferred taxes in the amount of EGP 314 million and income tax of EGP 35.5

million.

Net result after tax and minority interests

Net result after tax and minority interests recorded a loss of EGP 3.1 billion for FY 2020, compared to a loss of
EGP 6.2 billion during the same period in 2019.

Liquidity and capital resources

At the end of the period, Ezz Steel had cash on hand of EGP 2.22 billion and net debt of EGP 32.4 billion.



Divisional Overview

EZDK Standalone

Sales (EGP): FY 2019 FY 2020
Value: | Mn 34,955 34,409
Volume:
Long: { 000 Tonnes 2,519 2,126
Flat: { 000 Tonnes 1,102 1,030
Exports as % of Sales:
Long: 10% 13%
Flat: 49% 43%
EBITDA: | Mn (206) 1,356
Production:
Long Products: | 000 Tonnes 1,778 1,590
Flat Products: i 000 Tonnes 1,098 1,039
Billets: { 000 Tonnes 2,047 1,687
Ezz Steel Standalone
Sales (EGP):
Value: | Mn 7,291 6,835
Volume: | 000 Tonnes 726 77
Exports as % of Sales:
EBITDA: | Mn (310) 91
Production:
Long Products: | 000 Tonnes 689 767
Billets: { 000 Tonnes 651 802
EZDK Consolidated*
Sales (EGP):
Value: | Mn 38,564 31,889
Volume:
Long: i 000 Tonnes 2,786 2,409
Flat: | 000 Tonnes 1,162 1,297
Exports as % of Sales:
Long: 6% 11%
Flat: 46% 48%
Production:
Long Products: | 000 Tonnes 2,615 2,358
Flat Products: { 000 Tonnes 1,139 1,336
Billets: { 000 Tonnes 2,797 2,393

*Figures include ERM




Disclaimer:

This press release is issued by Ezz Steel (formerly: Al Ezz Steel Rebars S.A.E.) the “Company”, in connection
with the disclosure of the Company’s financial results for the year ending 31 December 2020. This press release
includes forward-looking statements. These forward-looking statements include all matters that are not historical
facts. In particular, the statements regarding the Company's strategy, the expected strength of demand for long
and flat products in Egypt and in regional and international markets, and other future events or prospects are
forward looking statements. Recipients of this document should not place undue reliance on forward looking
statements because they involve known and unknown risks, uncertainties and other factors that are in many cases
beyond the control of the Company. By their nature, forward looking statements involve risks and uncertainties
because they relate to events and depend on circumstances that may or may not occur in the future. Forward-
looking statements are not guarantees of future performance and the Company's actual results of operations,
financial condition and liquidity, and the development of the industry in which the Company operates may differ
materially from those expressed in or implied by the forward-looking statements contained in this document. The
cautionary statements set forth above should be considered in connection with any subsequent written or oral
forward-looking statements that the Company, or persons acting on its behalf, may issue. Various factors could
cause actual results to differ materially from those expressed or implied by the forward-looking statements in this
document including worldwide economic trends, global and regional trends in the steel industry, the economic
and political climate of Egypt and the Middle East, changes in the business strategy of the Company, and various
other factors. These forward-looking statements reflect the Company's judgment at the date of this document and
are not intended to give any assurances as to future results. The Company undertakes no obligation to update these
forward-looking statements, and it will not publicly release any revisions it may make to these forward-looking
statements that may result from events or circumstances arising after the date of this document. None of Ezz Steel,
any of its directors, officers or employees or any other person can give any assurance regarding the future accuracy
of the information set forth herein or as to the actual occurrence of any predicted developments. Furthermore, no
such parties shall assume, and each of them expressly disclaims, any obligation (except as required by law or the
rules of the ESE, the LSE or the FCA) to update any forward-looking statements or to conform these forward-

looking statements to Ezz Steel's actual results.
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million in FY 2019 (-225%).
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Translation from Arabic

Ezz Steel Company
(An Egvptian Joint Stock Company)

Separate Financial Statements
For The Financial Year Ended December 31, 2020

And Auditor’s Report
KPMG Hazem Hassan Moore Egypt
Public Accountants & Consultants Public Accountants & Consultants
B (105) — Avenue (2) — Smart Village 5 Al Ahram St. - Roxy — Heliopolis
Km 28 Cairo / Alex Road - Giza Cairo — Egypt

Cairo — Egypt
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Translation from Arabic

KPMG Hazem Hassan Moore Egypt
Public Accountants & Consultants Public Accountants & Consultants

AUDITORS' REPORT
To the Shareholders of Ezz Steel Company

Report on the Separate Financial Statements

We have audited the accompanying separate financial statements of Ezz Steel Company
"An Egyptian Joint Stock Company” which comprise the separate statement of financial position as
at December 31, 2020, and the related separate statements of income, comprehensive income,
changes in equity and cash flows for the financial year then ended, and a summary of significant
accounting policies and other explanatory notes.

Management's Responsibility for the Separate Financial Statements

These separate financial statements are the responsibility of Company’s management, Management
is responsible for the preparation and fair presentation of these separate financial statements in
accordance with the Egyptian Accounting Standards and in the light of the prevailing Egyptian laws,
management responsibility includes, designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of separate financial statements that are free from
material misstatement, whether due to fraud or error; management responsibility also includes
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these separate financial statements based on our audit.
We conducted our andit in accordance with the Egyptian Standards on Auditing and in the light of
the prevailing Egyptian laws. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance whether the separate financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the separate financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the separate financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity's preparation and fair presentation of the separate financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the separate
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion on the separate financial statements.



Translation from Arabic

KPMG Hazem Hassan Moore Egypt
Public Accountants & Consultants Public Accountants & Consultants

Opinion

In our opinion, the separate financial statements referred to above present fairly, in all material
respects, the financial position of Ezz Steel Company as of December 31, 2020, and of its financial
performance and its cash flows for the financial year then ended in accordance with the Egyptian
Accounting Standards and the Egyptian laws and regulations relating to the preparation of these
separate financial statements.

Emphasis of matter

Without qualifying our opinion mentioned above, as explained in note no. (34) of the notes to the
separate financial statements, During the first quarter of the year 2020 most of the world countries,
including Egypt were exposed to the novel of coronavirus (Covid-19) pandemic which its impact
still exists up to date and caused disturbances in the majority of commercial and economic activities
in general. So, it is possible to have a material impact on the elements of assets, liabilities and its
recoverable value thereof, and the results of operations in the company’s separate financial
statements for the current year and subsequent periods, in addition to the potential impact on the
provision of raw materials, supplies necessary for production and operation, the demand on the
company’s products, and the available liquidity. According to the mentioned above note, the
company's management is currently managing the risk of this impact on its current separate
financial statements and confirms that the values of assets and liabilities stated in the separate
financial statements have been determined based on the best estimate of the most recent data
available to them. However, due to instability and uncertainty as a result of current events, the
magnitude of the impact of that event depends mainly on the expected time frame, in which these
events and their consequences, are expected to be ended, which is difficult to determine in the
meantime.

Report on Other Legal and Regulatory Requirements

The company maintains financial accounting records, which includes all that is required by law and
the company’s statutes, and the separate financial statements are in agreement with these records.

The company applies costing system that satisfies the purpose thereof and inventory count was
performed by management in accordance with methods in practice.

The financial information included in the Board of Directors’ report, prepared in accordance with
Law No. 159 of 1981 and its executive regulations, is in agreement with the Company’s books of

account.

\ B N, g KPMG Hazem Hassan
Plil?ﬁ} Accountants & Consultants Public Accountants & Consultants

KPMG Hazem Hassan
Cairo, April 1, 2021 - Public Accountants and Consultants
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Assets

Non-current Assets

Fixed assets

Projects under construction
Investments in subsidiaries

Ezz Steel Company
(An Egyptian Joint Stock Company)

Separate Statement of Financial Position as of :

Retained under the account of purchase of investments in subsidiaries

Due from related parties
Other investments
Deferred tax assets

Total non-current assets

Current Assets

Inventories

Trade receivables

Debtors and other debit balances
Suppliers - advance payments
Cash and cash equivalents
Total current assets

Total assets

Shareholders' Equity

Issued and paid - up capital

Reserves

Modification surplus of fixed assets
Retained earnings

Total shareholders' equity

Liabilities

Non-current Liabilities
Long term loans

Notes payable

Finance lease liabilities
Deferred tax liabilities

Total non-current liabilities

Current Liabilities

Banks-overdraft

Banks credit facilities

Long term loans installments due within one year
Finance lease liability due within one year
Trade and notes payable

Customers - advance payments

Tax authority - Income tax

Creditors and other credit balances
Provisions

Total current liabilities

Total liabilities

Total shareholders' equity and liabilities

The accompanying notes from no. (1) to no. (37) form

Managing Director
Mr. Hassan Ahmed Nouh

Auditor's report attached

Translation from Arabic

31/12/2020 31/12/2019
Note Restated
No. LE LE
(12-1) 550 624 099 575 418 031
(13) 408 639 3120202
(14-1) 11 124 493 472 4998 875 164
(14-1) - 6 125317 455
(14-1) 1684 675 536 1684 675 536
(14-2) 80 100 80 100
(29-1) 173 304 174 66 430 568
13 533 586 020 13 453 917 056
(16) 778 552 230 790 237 688
a7 223 801 748 183 472 593
(18) 297 855 815 495116 964
(19) 163 988 192 118 870 604
(20) 489 047 964 255 541 902
1 953 245 949 1843 239 751
15 486 831 969 15297 156 807
(21-2) 2716 325 135 2716325135
(22) 2 855 380202 2 855 380202
(12-4) 30 778 220 34 885017
483 430984 1042994 319
6 085 914 541 6 649 584 673
(28) 862 151 645 476 205 357
24) 311513 502 -
(15) 365 994 391 362 779 487
(29-1) 74 854 838 93204 922
1614 514 376 932 189 766
(20) 2543 424 2284 022
(23) 4103 631 657 4474705 349
(28) 93 354 209 325 000 000
(15) 64 566 316 43 879 729
24) 2387975 196 1737 706 261
23 139 656 41431678
= 189 257 865
(25) 1023 407 842 896 117 464
(26-1) 87 784 752 5000 000
7 786 403 052 7 715 382 368
9400 917 428 8 647 572 134
15 486 831 969 15297 156 807
mr:ﬁﬁﬁmatemem&

hdouh Fakhr El Dien Hussein El Rouby
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Ezz Steel Company

(An Egyptian Joint Stock Company)

Separate Statement of Income

For The Financial Year Ended 31 December:

Sales (net)
€ss) :
Cost of sales

Gross profit

Add / (Less):

Other operating revenues

Selling and marketing expenses
Administrative and general expenses
Other operating expenses

Net income (loss) from operating activities

Add / (Less):

Finance income
Finance cost
Foreign exchange gains

Net finance cost

Gain on sale of investments in subsidiaries
Dividends from Ezz El Dekhaila for Steel —Alexandria

Net (loss) profit for the year before income fax

Less:
Income tax
Deferred tax
Total income tax

Net (loss) profit for the year

Basic and diluted (losses) earnings per share (LE/share)
for the year

Note
No.

)

(4)

()
(6)
6
(8)

©)
®
®)

(29-1)

(10)

2020
LE

6 834 721 928

2019
LE

7290 994 802

(6 381 470 486) (7 196 138 317)
453 251 442 94 856 485
54299 817 55 503 259
(36 154 889) ( 65 582 741)
(405 872 736) (387 897 957)
(91631 061) (11158 812)
(26 107 427) (314 279 766)
12 371 860 29 395 044
( 687 694 423) (1 059 226 107)
12 536 168 91 183 800
(662 786 395) (938 647 263)
- 3869 483 668
- 145 903 160
(688 893 822) 2 762 459 799
- (196 553 023)
125 223 690 (79 553 494)
125 223 690 (276 106 517)
(563 670 132) 2 486 353 282
{ 1.04) 4.58

The accompanying notes from no. (1) to no. (37) form an integral part of these separate financial statements,
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Ezz Steel Company
{An Egvyptian Joint Stock Company)

Separate Statement of Comprehensive Income

For The Financial Year Ended 31 December:

Note 2020

2019
No. LE LE
Net (loss) profit for the year {563 670 132) 2 486 353 282
ess):

Other comprehensive income items

Realized portion of modification surplus of fixed assets

(transferred to retained earnings during the year) (12-4) (4106 797) (4665 669)
Total comprehensive income (567 776 929) 2 481 687 613

The accompanying notes from no. (1) to no. (37) form an integral part of these separate financial statements.
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Ezz Steel Company

(An Egyptian Joint Stock Company)

Separate Statement of Cash Flows

For The Financial Year Ended 31 December:

Note
No.

Cash Flows From Operating Activities
Net (loss) profit for the year before income tax

Adjustments:
Fixed assets depreciation (12-1)

Interest & finance expenses )]
Impairment loss on assets (®)
Provisions (8)
Dividends from subsidiaries

Gains from foreign currencies translation

Gains from sale of investments in subsidaries

Changes in:
Inventories

Trade receivables

Suppliers - advance payments

Debtors and other debit balances

Trade and notes payable

Customers - advance payments

Creditors and other credit balances

Net cash provided by operating activities

Finance interest paid

Income tax paid

Net cash flows provided by (used in) operating activities

Cash Flows from Investing Activities
Payments for purchase of fixed assets & projects under construction

Payments for purchase of investments in subsidiaries
Proceeds from dividends from subsidiaries
Net cash flows (used in) provided by investing activities

Cash Flows from Financing Activities
Payments for Long term loans

Payments for finance lease contracts
(Payments) / Proceeds from banks credit facilities
Net cash flows used in financing activities

Change in cash and cash equivalents during the year
Cash and cash equivalents at the beginning of the year (20)
Cash and cash equivalents at the end of the year (20)

2020

LE

( 688 893 822)

47 874 643
687 694 423
2286 666
82784 752

( 9937224)

Translation from Arabic

2019
Restated
LE

2762 459 799

48 647 303
1059226 107

( 145903 160)
( 90 854 858)
(3 894 578 993)

121 809 438

11 685 458
( 200 605 965)
( 45 117 588)

( 261 003 802)

680 509 526
173 714 985
{ 59697 508)

45 244 447 ( 45939 372)
958 616 702 464945 112
( 68331778) ( 540 183 461)
385 385 581 310312 147
1208 686 295 722 657 627

( 515 663 370)
( 39 211 267)

(1067 686 431)
( 21 885 474)

653 811 658

( 366 914 278)

( 23132 952)

( 34309 701)

( 300 000) { 194 197)
- 437 709 480
( 23 432 952) 403 205 582

( 39 161 317)
( 357240 102)

( 300 000 000)
( 32 843 260)
321 783 105

( 396 401 419)

{ 11 060 155)

233 977 287 25231 149
252 527 253 227296 104
486 504 540 252 527 253

The accompanying notes from no. (1) to no. (37) form an integral part of these separate financial statements.
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Translation from Arabic

Ezz Steel Company
(An Egvptian Joint Stock Company)

Notes to the Separate Financial Statements
For The Financial Year Ended December 31, 2020

BACKGROUND

Al Ezz Steel Rebars Company, an Egyptian Joint Stock Company, was established under the provisions
of Law No. 159 of 1981, and was registered in the Commercial Registry in Menofia Governorate, under
No. 472 on 2 April 1994, The preliminary establishment contract and the Company's was published in the
Companies’ Gazette, issue No. 231 on April 1994, The Company is located in Sadat City.

The term of the company is 25 years from the date of registration of the company in the commercial
register, On 24 October 2018, the Company's Extraordinary General Assembly decided to extend the
company’s term for another 25 years starting from 2 April 2019. The commercial register has been
modified on 12 December 2018.

The Extra-ordinary General Assembly in its meeting dated 3 October 2009 approved to change the

Company’s name to “Ezz Steel”, this amendment was registered in the Commercial Register on 1
November 2009.

The Company is  established for the purpose of manufacturing, trading, distributing building materials,
manufacturing all kind of steel, manufacturing ceramics, sanitary ware, pipes, water mixers and taps, as
well as performing related contracting works and all necessary services as preparation and transportation
for the Company and for others. The Company also engages in the importation of raw material, machinery
& equipment, spare parts, which are required for the Company's purpose. Moreover, the Company can
perform importing, exporting and commercial Agency activities within the scope of its purpose.

The Company is located in 35 Lebanon street— El Mohandseen — Cairo — Arab Republic of Egypt.

The nominal shares of the company are being traded in the Egyptian stock exchange and London stock
exchange.

1.2 Issuance of the separate financial statements

2.
2.1

2.2

These separate financial statements were approved by the company’s Board of Directors for issuance on
April 1, 2021.

BASIS OF PREPARATION OF THE SEPARATE FINANCIAL STATEMENTS

Statement of compliance

The separate financial statements have been prepared in accordance with the Egyptian Accounting
Standards, and in the light of the provisions of applicable Egyptian laws and regulations related to.

Basis of measurement

These separate financial statements are prepared based on the historical cost basis, except for assets and
liabilities which are measured at fair value.

During 2016, the Company's management adopted the special accounting treatment stated in annex (A)
of the modified Egyptian Accounting Standard no. (13) as amended in 2015 “The Effects of Changes in
Foreign Exchange Rates”, the cost and accumulated depreciation of some fixed assets categories are

modified using modification factors which are stated in the above- mentioned annex, as described in
details in note no. (36-2).
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Transiation from Arabic
Ezz Steel Company (An Egyptian Joint Stock Company)

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

2.3  Functional and presentation currency

These separate financial statements are presented in Egyptian pound (LE), which is the Company’s
functional currency.

2.4 Use of estimates and judgments

The preparation of the separate financial statements in conformity with Egyptian Accounting Standards
requires management to make judgments, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of making
the judgments about the carrying values of assets and liabilities that are readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the year in which the estimate is revised if the revision affects only that year
or in the year of the revision and future periods if the revision affects both current year and future periods.
The following are the explanatory and main items and notes used in these estimates and personal
judgments:-

~  Operational useful life of fixed assets.
—~ Impairment loss on assets.

— Provisions and contingent liabilities.
— Recognition of deferred tax assets.

2.5 Fair value measurement

The fair value of financial instruments is determined based on the market value of financial instruments
or similar financial instruments at the date of the financial position without deducting any estimated
future costs of sale. Financial assets values are determined at current prices for the purchase of those
assets, while determining the value of financial liabilities at the current prices, which would settle those
commitments.

In the absence of an active market to determine the fair value of financial instruments, the fair value is
estimated using various valuation techniques, taking into account recent transactions prices, guided by
the current fair value of other substantially similar instruments - discounted cash flow method - or any
other methods to produce reliable results.

When using the discounted cash flow method as a method of evaluation, future cash flows are estimated
based on the best estimate of the management. Discount rate used is determined in the light of the prevailing
market price at the date of the financial position for financial instruments similar in nature and terms.

3. SALES (NET

2020 2019
LE LE
Local sales - rebars 6 832199 564 7150 091 247
Local sales - other 2522364 140 903 555
6 834 721 928 7 290 994 802
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Translation from Arabic
Ezz Steel Company (An Egyptian Joint Stock Company)

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

4. COST OF SALES
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Note

2020 2019
No. LE LE
Raw Materials 4752 406 018 5153259 156
Salaries & Wages 358 564 333 363 227 821
Fixed assets depreciation (12-1) 36 700 327 35 678 820
Manufacturing overhead 1163 077297 1249 094 481
Operating cost 6310 747 975 6 801 260 278
Change in inventory — finished product and work in process 70 722 511 394 878 039
6 381 470 486 7196 138 317
5. OTHER OPERATING REVENUES
2020 2019
LE LE
Scrap sales revenue 12 658 617 11 812 265
Rent income 41 635 200 41 635 200
Other revenue 6 000 2055 790
54 299 817 55503 259
6. SELLING & MARKETING EXPENSES
Note 2020 2019
Te. LE LE
Salaries & Wages 4930 886 24 368 629
Advertising expenses 16 988 540 27 547 365
Fixed assets depreciation (12-1) 152 225 129 483
Rent 1252253 1 828 945
Other expenses 12 830 985 11708 319
36 154 889 65 582 741
7. ADMINISTRATIVE & GENERAL EXPENSES
Note 2020 2019
No. LE LE
Salaries & Wages 258 314 785 222835126
Maintenance 1 950 875 3589621
Fixed assets depreciation (12-1) 11022091 12 839 000
Rent 12 333 954 12 366 206
Other expenses 122 251 031 136 268 004
405 872 736 387 897 957
-8-
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9. FINANCE INCOME (COST)

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

OTHER OPERATING EXPENSES

Provisions

Donations

Impairment loss on assets

Other expenses

Finance income

Interest & finance expenses

Note
No.

(26-1)

(26-2)

Gains of translation of foreign currencies transaction and

balances

Net finance cost

2020 2019
LE LE
82 784 752 -
6 559 643 5109 841
2 286 666 -
- 6 048 971
91 631 061 11 158 812
2020 2019
LE LE
12 371 860 29 395 044
(687 694 423) (1 059 226 107)
12 536 168 91 183 800
(662 786 395) (938 647 263)

10. BASIC AND DILUTED (L.OSSES) EARNINGS PER SHARE FOR THE YEAR

11. EMPLOYEE BENEFITS

Net (loss) profit for the year (L.E)

Average of outstanding shares during the year (share)

Basic and diluted net (loss) profit per share (LE/share)

2020

(563 670 132)

543 265 027

2019

2 486 353 282

543 265 027

(1.04)

4.58

The employees are granted an end of service benefits through insurance and provident fund for the employees
of Al Ezz Industrial Group registered on 22/2/2000, that according to conditions and determinants included in
the fund regulation. The company's contribution to the fund is represented in defined contribution where the
company pays all the saving and insurance subscriptions according to the conditions and the percentage
mentioned in the fund regulations and this is based on the subscription fees that is determined using the
monthly basic salary at 1/1/2000 in addition to the annual salary increase.

The value of the of the subscriptions incurred by the company for the financial year ended December 31, 2020
amounted to L.E 19 730 716. has been included in salaries and wages in the statement of income (against 24

312 079 L.E. for year 2019).
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Translation from Arabic

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

12-2 Leased Fixed Assets:

Fixed assets as of December 31, 2020 including leased assets as follow:

Accumulated
Cost at depreciation at Net at Net at
31/12/2020 31/12/2020 31/12/2020 31/12/2019
Lands * 70 000 000 ‘ - 70 000 000 70 000 000
Buildings ** 145 000 000 16 916 667 128 083 333 131 708 333
215 000 000 16 916 667 198 083 333 201 708 333

* During 2018, the company signed a contract of sale and lease back for 7 years ending 2025 for a plot of land
owned by the company, Land cost amounted to L.E. 70 Million as shown in note no. (15), the company issued
an official power of attorney cannot be canceled or revoked in favor of HD Lease in the signing of the initial
and final purchase and sale contracts and the final transfer of ownership to it or to other in front of the Real
Estate Authority for the above-mentioned plot of land.

** During 2016, the company concluded finance lease contracts for two floors in Nile Plaza building for § years
ending 2024 as shown in note no. (15).

12-3 The following is the cost and accumulated depreciation of fixed assets after excluding the effect of adopting
the special accounting treatment to deal with the effects of floating foreign exchange rate on
November 3, 2016 (Note no. 36-2):

31/12/2020 31/12/2619
LE LE
Cost at the end of the year 1 815 069 339 1798 922 971
Accumulated depreciation at the end of the year (1 304 165 091) (1 268 523 834)
Net at the end of the year ' 510 904 248 530 399 087

12-4 The following is the movement of modification surplus of fixed assets during the year which results from the
adopting of the special accounting treatment mentioned in the Note no. (36-2):

LE
Modification surplus of fixed assets at floating foreign exchange rate date 123 972 704
Income tax (27 893 858)
Net modification surplus of fixed assets after income tax 96 078 846
Realized portion until December 31, 2019 (61 193 829)
Net modification surplus of fixed assets as at December 31, 2019 34 885 017
Realized portion of modification surplus of fixed assets during the year ended
December 31, 2020 (4106 797)
Net modification surplus of fixed assets as at December 31, 2020 30778 220
13. PROJECTS UNDER CONSTRUCTION
31/12/2020 31/12/2019
LE LE
Advance payments for purchasing Machinery 408 639 3120 202
408 639 3120202

- 11 -



I

1 ]

_]

Transiation from Arabic

Ezz Steel Company (4An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

14. INVESTMENTS
14-1 Investments in subsidiaries

Investments Cost at:

N

Participation Currency Number of  31/12/2020 31/12/2019
Y% Shares LE LE
- hra Bl DekhatlaforSteel = 64063 Bgyptianpound 12500000 11124097934 4998779 626
— Ezz Rolling Mills Company 0.001 Egyptian pound 988 0942 9942
— Ezz Flat Steel Company 0.001 US Dollar 1 000 85596 85 596
— Ezz for medical industries* 30 Egyptian pound 30000 300 000 -

11 124 493 472 4 998 875 164

* The value of investment in Ezz for medical industries represent in payment of 10% of the par value , and whereas

IR

N

D O O O IR O B

o0

L

C LU

Ezz El Dekhaila for Steel — Alexandria (subsidiary company) it’s share in the mentioned company is 30% so
the percentage of the company’s direct and indirect contribution becomes 49.21% ,consequently Ezz El
Dekhaila for Steel will control all operational and financial policies for that company, therefore the investment
was classified as a subsidiary company.

Details of the subsidiaries restructuring plan:

On 4 August 2019, the Board of Directors of Ezz El Dekheila for Steel - Alexandria (subsidiary company)
approved the acquisition of 42 Million shares of Ezz Flat Steel Company (subsidiary company) by 56% to
complement 100%, this is after the elimination of the current share of Ezz El Dekheila for Steel - Alexandria
by 44%, and 89.8 Million shares represent 100% of the shares of Ezz Rolling Mills Company (subsidiary
company) based on the fair value of the shares.

As the Board of Directors of the said company approved the study of the independent financial advisor for the
fair value amounted to L.E 1 176.85 per share, the fair value of Ezz Flat Steel Company amounted to USD
10.09 per share and the fair value of Ezz Rolling Mills Company amounted to L.E 23.07 per share.

As it also approved the increase of the authorized capital of Ezz El Dekheila for Steel - Alexandria by an
amount of L.E 1.5 Billion to be L.E 4 Billion, as well as increase the issued capital by 13 Million shares at fair
value amounted to 1 176.85 per share with a par value of L.E 100 per share in addition to L.E 1 076.85 as an
issuance premium per share, as well as an invitation to the current shareholders to subscribe in 12 175 202 share
of the increased shares each for its contribution in capital either by cash or by credit balances resulted from the
acquisition of Ezz El Dekheila for Stecl on their shares in both Ezz Flat Steel Company & Ezz Rolling Mills
Company, and allocating the remaining of the increased shares amounted to 824 798 shares to the remaining
shareholders of both Ezz Flat Steel Company and Ezz Rolling Mills Company against their credit balances
resulted from the acquisition.

On 22 September 2019, the Extraordinary General Assembly of Ezz El Dekheila for Steel - Alexandria approved
the transactions mentioned above,

On 3 October 2019, the Board of Directors of Ezz Steel company approved that Ezz El Dekheila for Steel -
Alexandria company will acquire all the owned shares by Ezz Steel company in each of Ezz Flat Steel Company
and Ezz Rolling Mills Company, which is in accordance with the above-mentioned acquisition process.

During the fourth quarter of 2019, the ownership of 88 921 050 shares and 35 289 000 shares of Ezz Rolling
Mills Company and Ezz Flat Steel Company respectively with total value of LE 7 809 992 991 -calculated at
the above shares prices- transferred to Ezz El Dekhaila for Steel-Alexandria , the shares value was stated in
the non-current assets as "paid for purchase of investments in subsidiaries" until the completion of the
procedures to increase the capital of Ezz El Dekhaila for Steel —Alexandria as an implementation of the above-
mentioned acquisition, the company gained profit from transaction amounted to L.E 3 894 578 993.

During May 2020, the legal procedures of capital increase of Ezz El Dekhaila for steel - Alexandria is
completed and registered by these in the commercial register of the company on 17 May 2020 and the company
obtained 5 204 842 shares from the increased shares at L.E 6 125 318 308 which are calculated on the base of
above mentioned share price by using portion of the balance of paid for purchase of investment in subsidiaries
accordingly the contribution percentage of Ezz Steel company in Ezz El Dekhaila for Steel — Alexandria at
this date is 64.063%. The remaining balance was recognized in due from related parties which is included in
non- current assets by an amount of L.E 1 684 675 536.

-12 -
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Ezz Steel Company (An Egyptian Joint Stock Company)

Transiation from Arabic

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

indirect contribution through Ezz El Dekhaila for Steel — Alexandria (subsidiary company):

The following is a statement of the company’s direct and indirect contribution percentage in subsidiaries, the

31/12/2020 31/12/2019
- Participation Participation

- Ezz Rolling Mills Company 64.06% (Direct and Indirect) 54.58 % (Direct and Indirect)

- Ezz Flat Steel Company 64.06% (Direct and Indirect) 54.59 % (Direct and indirect)
14-2 Other investments

Investments Cost
Currency Number  31/12/2020 31/12/2019
of Shares LE LE

— Egyptian Company for Security and Cleaning Egyptian pound 301 80 100 80 100

Services (affiliate company)

80 100 80100

15. FINANCE LEASE LIABILITY

Future lease payments Interest Present value of lease pavments
31/12/2020 31/12/2019 31/12/2020 31/12/2019 31/12/2020 31/12/2019
L.E L.E LE L.E L.E LE

Due within one year 115 346 832 124 170 085 50 780 516 80 290 356 64 566 316 43 879 729
Due within one year 115 346 832 124 170 085 50 780 516 80 290 356 64 566 316 43 879 729
Due from 1:2 years 115346 832 124 479 532 42 025 604 70 674 368 73321228 53 805 164
Due from 3:5 years 305926 414 354074 022 62 855 768 131 679 145 243 070 646 222 394 877
Due more than 5 years 52 630 988 101 028 521 3028 471 14 449 075 49 602 517 86 579 446
Long term liabilities 473 904 234 579 582 075 107 909 843 216 802 588 365994 391 362 779 487
Total 589 251 066 703 752 160 158 690 359 297 092 944 430 560 707 406 659 216

~ The company signed finance lease contracts (No.4537 & 4538) with Corp-lease (Leasing Company) as at
27 June 2016 to lease 2 floors in Nile Plaza Building for Eight years ending June 2024, the contracts provide
the right to the company to own those assets at a predetermined value at the end of the contract period. On 18
July 2017, the company signed appendixes to these contracts to finance fixtures and finishes for one of the
leased floors and adding it to the leased asset and amending the lease contract, for Bight years ending July 2025.
On 20 September 2018, the company signed an appendix to these contracts to increase the finance related to
the leased asset in a form of revaluation of that asset and modify the capital lease contracts, the repayment of
the extra finance will be on 32 quarterly equally installment starts from 20 December 2018 till 20 September
2026, The cost of acquiring these two floors has been included in the buildings item in the fixed assets of the
company in accordance with the Egyptian Accounting Standard No. (49) Leasing contracts

— On 13 November 2016, the company signed a finance lease contract (Contract no.4675) with Corplease
(Leasing Company) to finance the fixtures and finishes for the floors that have been leased in Nile Plaza building
for the period of Eight years ending November 2024.

~ During December 2018, the company signed contracts of sale and lease back (Contract no.1) with HD company
For Capital Lease for a piece of land of the lands owned by the company, and as per the contracts with the
mentioned company, the lease is for 7 years ending 25 December 2025, and the contract gives the company the
right to own the mentjoned land at the end of the contract’s period at predetermined amount in the contract. It
has been determined that the above-mentioned contracts is not representing the sale of the plot of land.
Accordingly, the plot of land has been re-recognized in the fixed assets and recognized a financial liability equal
to the proceeds of transfer, that is in accordance with Egyptian accounting standard (49) Lease Contracts.

— During October 2020, an appendix has been concluded for the finance lease contracts mentioned above and that
was based on the decrees taken by the Central Bank of Egypt as of March 16, 2020 as some installments were
postponed for 6 months in addition to decreasing interest rates, where quarterly post-paid checks has been issued
till March 2027 after recalculating deferred interests based on the new interest rates. As the payment period has
been extended for 6 months for all contracts, accordingly the balance of the interest related to the finance lease
contracts has been decreased with an amount of L.E 63 062 808, this transaction was eliminated when preparing
the separate statement of cash flows.

-13 -
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Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

INVENTORIES

Raw materials
Work in process
Finished products

Spare parts

Goods in transit

TRADE RECEIVABLES

Trade receivables
Trade receivables - related parties

Less:

Impairment loss on trade receivables

DEBTORS AND OTHER DEBIT BALANCES

Tax Authority — withholding tax *

Tax Authority — VAT

Prepaid expenses

Deposits with others

Letters of guarantee cash margin

Letters of credit cash deposits

Due from related parties **

Advance payment to employees as dividends
Other debit balances

Less:

Impairment loss on debtors and other debit balances

31/12/2020 31/12/2019
LE LE
212 916 321 260 723 906
7900 336 7 621 545
67 643 362 138 644 664
214 436 049 189 552 879
275 656 162 193 694 694
778 552 230 790 237 688
Note 31/12/2020 31/12/2019
No. LE LE
242 097 002 202 586 327
(27-1) 5059 643 3 924 601
247 156 645 206 510 928
(26-2) 23 354 897 23038 335
223 801 748 183 472 593
31/12/2020 31/12/2019
Note Restated
No. LE LE
29840718 150 046 598
62 370 067 147 267 557
8071 602 7 691 058
112 829 412 109 102 587
(31-1) 135000 135000
4 491 405 2519927
(27-2) 20 232 692 20190 504
34 842 456 34 842 456
27730225 24 038 935
300 543 5377 495 834 622
(26-2) 2 687762 717 658
297 855 815 495 116 964

An amount of 150 046 598 LE which represents the Tax authority- withholding tax balance as at 31/12/2019
has been settled with the income tax due on 2019 profit, when the tax return for year 2019 was submitted, this
transaction was eliminated when preparing the separate statement of cash flows.

** Restatement was made to some of the comparative figures as shown in note no. (35).

SUPPLIERS — ADVANCE PAYMENTS

Suppliers - advance payments (Local)
Suppliers - advance payments (Foreign)

Less:

Impairment loss on suppliers — advance payments

Note

(26-2)

- 14 -

31/12/2020 31/12/2019
LE LE

153 671 348 114 535 869

11035035 5052926

164 706 383 119 588 795

718 191 718191

163 988 192 118 870 604
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Translation from Arabic

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

20. CASH AND CASH EQUIVALENTS
31/12/2020 31/12/2019
LE LE
Banks — current accounts 473 328 848 251 685 798
Cheques under collection 1377 000 100 000
Cash on hand 14342116 3756 104
Cash and cash equivalents 489 047 964 255 541 902
Less:
Banks — overdraft 2543424 2284022
Restricted current accounts against credit facilities in 730 627
foreign currencies )
Cash and cash equivalents according to the statement of cash flows 486 504 540 252 527 253
21. CAPITAL

21.1 Authorized capital

The company's authorized share capital is LE 8 Billion.

21.2 Issued and paid — up capital

213

Issued capital is LE 2 716 325 135 (Two Billion, Seven Hundred and Sixteen Million, Three Hundred and
Twenty-Five Thousand and One Hundred Thirty-Five Egyptian pound) distributed over 543 265 (027 shares
with a par value of LE 5 per share paid in full.

The shareholders and the percentages of their contributions are as follows:

31/12/2020 31/12/2019
Shareholder Number of Value in Contribution Contribution
Shares L.E Y% %
Al Ezz Group holding for industry 208 630 599 1 043 152 995 38,403 38.403

and investment (Ezz industries) *

Egyptian Global Company for _ B _ 1
Commercial Investments (L.L.C) *

Egyptian International Company for

1.294

Industrial Investments (L.L.C) * B B - 7439
Metallurgical Investment _ _ _ 7 439
Development Company (L.L.C) * '
National Company for Metallurgical _ _ _ 1195
Industries Development (L.L.C) * ’
Engineer / Ahmed Abd El Aziz Ezz * 148 302 540 741 512 700 27.298 0.001
Al Ezz for Rolling mills 9462714 47313 570 1.742 1.742
(subsidiary company}
Others 176 869 174 884 345 870 32.557 32.557
543 265 027 2716325135 100.000 100.000

Some subsidiaries of “Al Ezz Group Holding company for Industry & Investment “Ezz Industries” have sold
their shares in Ezz steel company on April 21 2020, which represent a percentage of contribution of 27.29%
for Eng/ Ahmed Abdelaziz Ezz, consequently the percentage of the mentioned company contribution (direct
and indirect) in Ezz steel company after this transaction is 38.83% on December 31 2020, rather than 65.25%
until April 2020.

On January 5, 2021 the company’s Board of Directors decided to purchase treasury shares with a maximum
of 1% of the paid-up capital of the company, the Managing Director was delegated to set prices and the period
for purchasing treasury shares within the company’s available sources of financing and liquidity, the Financial
Regulatory Authority approved this transaction. The total number of shares purchased until January 25, 2021
is 910 481 Shares with an amount of L.E 10 380 884.

- 15 -
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Translation from Arabic

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

22. RESERVES
31/12/2020 31/12/2019
LE LE
1358 162 568 1358 162 568
1 497 217 634 1 497 217 634

Legal reserve*
Other reserve (Additional paid in capita])**

2 855 380 202 2 855 380 202

*  Legal reserve: 5% of annual net profit should be appropriated to form legal reserve; the Company will stop

appropriation once the legal reserve balance reaches 50% of the Company’s issued capital; in case the reserve
balance becomes less than the said percentage, the appropriation will continue.

Other reserves: Additional paid in capital resulted from capital increase for the acquisition of Al Ezz
El Dekheila-Alexandria for Steel shares, and bonds converted to shares.

23. BANKS - CREDIT FACILITIES

- Banks-credit facilities, which are amounted to LE 4 103 631 657 as of December 31, 2020 (amounted LE
4 474 705 349 as of December 31, 2019) representing bank facilities granted to the company from local banks
with a credit limit amounting to L.E 4.025 Billion or the equivalent in US Dollar. The average interest rate
during the year is 12.15% per year for the Egyptian pound and 5.1% per year for the US Dollar.

- The company has benefited from the central bank initiative related to the modification of the interest rate, to be
8% for the credit facilities that the company obtained after the date of the initiative which are amounted to L.E
2 791 472 509 as of December 31, 2020.

- Reclassification was made to some of the comparative figures as shown in note no. (35).

24. TRADE AND NOTES PAYABLE

Rk

31/12/2020 31/12/2019
Note  Due within year Long term Total Total
No. LE LE LE LE
Trade payables* 759 011 536 - 759 011 536 1114 301 388
Trade payables (Related Parties)  (27-3) 1448 189 850 - 1 448 189 850 474 016 171
Notes payable* 148 618 404 357 904 588 506 522 992 154 535 598
Notes payable (Related parties) (27-4) 40 000 000 - 40 000 000 -
2 395 819 790 357 904 588 2753724 378 1742 853 157
Deferred interest (7 844 594) (46 391 086) (54 235 680) (5 146 896)
2 387 975 196 311 513 502 2 699 488 698 1737 706 261

N0 1 O [ [ O O

]

—
[—

[

* As of December 31, 2020, payable includes an amount of installments due to the Egyptian Electricity
Transmission Company, on October 1, 2020 the company agreed with the mentioned company to reschedule
the payment of dues which amounted to L.E 459.56 Million to be paid on 46 monthly installment beginning
from October 15, 2020 to July 15, 2024 in addition to interest by 8.75% annual rate stated on the reschedule
mentioned above,

25. CREDITORS AND OTHER CREDIT BALANCES

31/12/2020 31/12/2019
Note Restated
No. LE LE
Tax Authority — Other than income tax 245 892 578 228 954 799
Accrued expenses 62 575 997 47025 614
Accrued interest* 12 705 682 58 037 934
Due to related parties (27-5) 682 523 103 552 603 916
Dividends payable — Board of Directors 900 000 900 000
Dividends payable — Shareholders 660 705 660 705
Fixed assets creditors - 89 570
Other credit balances 18 149 777 7 844 926
1023 407 842 896 117 464

* During the year, the accrued interest of the syndicated loan amounted to L.E 152 479 069 was added to the
balance of the long term loan as shown in note no.(28), this transaction was eliminated when preparing the
separate statement of cash flows.

- 16 -
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Ezz Stee] Company (An Egyptian Joint Stock Company)

Translation from Arabic

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

- Restatement and reclassification made to some of the comparative figures as shown in note no. (35).

26. PROVISIONS AND IMPAIRMENT LOSS ON FINANCIAL ASSETS
26,1 Provisions

1/1/2020 Formed During 31/12/2020

LE the year LE
Provision for claims 5000 000 82 784 752 87 784752
5000 000 82 784 752 87 784 752

The company formed claims provision to meet the obligations that may result from the company’s deals with others.

26.2 Impairment Loss on Financial Assets

Note 1/1/2020 Formed During 31/12/2020
Impairment loss on: No. LE the vear LE
Trade receivables Q7) 23038 335 316 562 23 354 897
Debtors and other debit balances (18) 717 658 1970 104 2 687762
Trade payables advance payments 19) 718 191 - 718 191
24 474 184 2 286 666 26 760 850

27. RELATED PARTIES TRANSACTIONS

The Company conducts transactions with some subsidiaries and affiliates companies, these transactions are
represented in the purchase of raw materials for production and sales transactions of certain products and rents,

these transactions and their balances are represented as follows:

Transaction
Volume during
Description Nature of the year
Transaction LE
27-1 Due from related parties — trade receivables
- Al Ezz for Trading and Distributing Sales of rebars 1157 512

Building Materials (affiliated)

27-2 Due from related parties — debtors and other debit balances

- Gulf of Suez Development Company (affiliate)

- Al Ezz for Ceramics (affiliate) company) Rent 954 709
- Al Ezz Flat Steel (subsidiary) Scrap sales 31062
Billet sales 2522 364

Raw material purchases 406 179 229

Expenses paid on behalf 103 044 425

Headquarter rental revenue 20 817 600

27-3 Due to related parties —trade payables

- Al Ezz Rolling Mills (subsidiary) DRI purchases 1068 207 159

Steel rebars purchases 8 556 749
Expenses paid on behalf 98 956 224
Headquarter rental revenue 20 817 600
27-4 Due to related parties —notes payable
- Al Ezz El Dekhaila for Steel — Alexandria (subsidiary company)
27-5 Due to related parties — creditors and other credit balances
- Al Ezz Group Holding Company for Trade receivables 210 000 000
Industry & Investment “Ezz Industries” *  settlement™*
- Al Ezz El Dekhaila for Steel —
Alexandria (subsidiary company) Sales 96 038 294
Materials purchases 594 655 439
-17-

Balances as of

31/12/2020 31/12/2019
Debit/(credit) Debit/(credit)
Restated
LE LE
5059 643 3924 601
5 059 643 3924 601
48 875 7637
20 183 817 20 182 867
20 232 692 20 190 504

(1448 189 850)

(474 016 171)

(1 448 189 850)

(474 016 171)

(40 000 000}

(40 000 000)

(112 459 905)

(570 063 198)

(348 189 193)

(204 414 723)

(682 523 103)

(552 603 916)
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Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

* Restatement was made to some of the comparative figures as shown in note no. (35).
** This transaction was eliminated when preparing the separate statement of cash flows.
- Sales and purchases amounts mentioned above in the disclosure do not include VAT.

28. LONG TERM LOANS

Total loan
Less:

Installments due within one year

Long term loan balance
Less:

Net transaction cost of the loan
Long term loan net balance

31/12/2020 31/12/2019
LE LE
957 479 069 805 000 000
93 354 209 325 000 000
864 124 860 480 000 000
1973 215 3 794 643
862 151 645 476 205 357

~ On January 18, 2015, the company signed an agreement with the National Bank of Egypt and the Arab African
International Bank (security agent) to grant the company a joint long term loan amounted to LE 1.7 Billion due
within 7 years from the date of signing the contract, the purposs of the loan is to restructure the banks credit
facilities through paying the current liabilities due to the banks, according to the agreement the company will
issue an official irrevocable power of attorney authorizing the security agent for itself and on behalf of the
Banks to conclude and register a first degree fond de commerce mortgage on the company including Sadat
factory within six months from the first withdrawal date also the borrower should keep his share in the
subsidiaries without any amendments , as well keeping some financial ratios and indicators that are specified
in the loan agreement during the period of the agreement. It will be paid on 26 non equal quarterly installments,
the first installment accrued on August 2015 starting from the ending of six months of the first withdrawal on
5 February 2015, with an average return of 3.5% above Corridor published by the Central Bank of Egypt paid

every three months.

~ The commission of arrangement and finance cover guarantee (transaction cost of the loan) is 7.5 per thousand
amounting LE 12.75 Million has been paid at the acquisition date of the loan, and the balance appears after

deducting the amortization of the year from the loan date till December 31, 2020.

— Paid installments till December 31, 2020 are amounted to LE 895 Million (against LE 895 Million till December

31, 2019).

— The company has benefited from the central bank of Egypt initiative related to postponing the credit maturities
for six months, ending in September 15, 2020 no additional fees or fines applied on postponing the payment
based on the instructions of the Central Bank of Egypt on March 15, 2020 related to the precautious procedures

against the effect of Corona Virus pandemic.

— During the year and after the end of the perjod of postponing payment of the interest according to the Central
Bank initiative the banks which granted the loans have modified the installments with an amount of
L.E 152 479 069 which represents the accrued interest on the loan balance for the period from 3/11/2019 to
31/12/2020 to pay the loan plus interest in 16 quarterly installments starting from March 31, 2021 to December
31,2024 , the interest rate was modified to 1.5% above the Corridor rate for the first year and 2% above the
Corridor rate starts from second year from the date of activating the loan appendix.

29, DEFERRED TAX ASSETS AND LIABILITIES

29.1 Recognized deferred tax Assets (liabilities)

Fixed assets

Unrealized foreign exchange gains
Tax losses

Financial Lease liabilities
Unrealized foreign exchange losses

Net deferred tax liabilities
Less:

Deferred tax previously charged
Deferred tax for the year

31/12/2020 31/12/2019
Assets (Liabilities) Assets (Liabilities)
LE LE LE LE
- (72 618 962) - (72 762 576)
- (2 235 876) - (20 442 346)
126 184 637 - - -
25454 903 - 26 183 531 -
21 664 634 - 40 247 037 -
173304174 (74 854 838) 66 430 568 (93 204 922)
98 449 336 (26 774 354)
(26 774 354) 52779 140
125 223 690 (79 553 494)
-18 -
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Ezz Steel Company (An Egyptian Joint Stock Company)

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

29.2 Unrecognized deferred tax assets

Impairment loss on trade receivables

Impairment loss on debtors and other debit balances
Impairment loss on suppliers - advance payments
Provisions

31/12/2020 31/12/2019
LE LE
5254 852 5183625
604 746 161 473
161 593 161 593
5706719 -
11 727 910 5 306 691

Deferred tax assets have not been recognized in respect of the above items due to uncertainty of the utilization

of their benefits in the foreseeable future,
29.3 Adjustments for calculation of the effective tax rate

2020 2019
LE LE
Net Profit before income tax (688 893 822) 2 762 459 799
Income tax as per tax rate in income tax law (22.5 %) 155001 110 (621 553 455)
Add (Less):
Dividends tax from subsidiaries - (7 295 158)
Impact of exempted investments revenues - 29 545 390
Impact of non ~ deductible expenses (10 636 351) (5 806 779)
Impact of Provisions (19 141 069) -
Impact of tax losses - 329 003 485
Income tax 125 223 690 (276 106 517)
30. Capital Commitments
- Capital Commitment as at December 31, 2020 as follows:
Total capital Paid 4l Unexecuted Unexecuted
commitments in portion till portion till
31/12/2020 31/12/2020 31/12/2020 31/12/2019
LE LE LE LE
Tools and equipments 6361 758 (5 632 035) 729 723 5 543 846
6 361 758 (5 632 035) 729 723 5543 846

31. Contingent Liabilities & Contractual Commitments

31.1 The contingent Liabilities are represented in the outstanding letters of guarantee

at the financial position date

which were issued by the Company’s banks and for the benefit of others, also the contractual commitments

are represented in the outstanding letters of credit at the financial position date, as follows:

31/12/2020
Total Cash Margin
Letter of Guarantee
EGP 135000 135 000

Letter of Credit for purchasing raw materials

EGP -
USD 9857 282
EURO 27 661

31/12/2019
Tota] Cash Margin
135000 135000
1 845 000 -
1533336 -
744 371 -

31.2 Contingent lLiabilities also include the value of bails and guarantees for the subsidiaries to execute all of its
obligations arising from bank facilities contracts concluded between the subsidiaries and some banks, the

company’s General Assembly has approved these bails and guarantees which are as follows;
Subject of the bail

Subsidiary company Bail value LE

Al Ezz Rolling Mills 5669185852 The execution of the subsidiary’s obligations arising from the bank

Company

facility contract concluded between it and some banks to finance

the remaining part of the construction and operating costs of a plant

to produce DRI in Al Ain Al Sokhna district.

1050000000 Guaranteeing the subsidiary in the short term finance which is
given to it by the National Bank of Egypt and in case of the bank
increased the short term financing amount which is given to it with

an additional maximum amount of LE 400 Million.

-19-
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Translation from Arabic

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

31.3 On 27/1/2021 the company has conducted a corporate guarantee agreement in favor of a foreign supplier
under which the company guarantees both Al Ezz Rolling mills and Al Ezz Flat Steel to pay liabilities due
from them by the said supplier on a payment period up to 2026, according to the following:

- The liability due to the supplier The liability limit on the company
Subsidiary company according to the agreement according to the agreement
Al Ezz Rolling Mills 12 225 653 USD 4225653 USD
Al Ezz Flat Steel 50 633 890 Euro 16 949 399 Euro

32. TAXPOSITION
32.1 Income tax

— The Company enjoyed tax exemption according to Article (24) from Law No. (59) For 1979 related to
development of the new urban communities, the Company was granted a tax exemption for a period of
ten years which started on 1 January 1997 and ended on 31 December 2006.

— The Tax Authority inspected the Company’s books until 31 December 2017 and there are no outstanding
dues or tax disputes.

— The company submitted tax returns for the years 2018:2019 under Law No. 91 of 2005 on the due legal
dates, currently the tax inspection is being prepared for those years.
32.2 Sales tax and value added tax (VAT)

— The Tax Authority inspected the Company’s books until year 2015 and the company paid the tax
differences in full.

— Tax returns are submitted according to value added tax law on the due legal dates.

32.3 Payroll tax .
— The tax inspection was done till 2018 and there are no outstanding due.
32.4 Stamp tax
— The Tax Authority inspected the Company’s books until year 2018 and all disputes were settled and there
are no outstanding dues.
32.5 Property tax
— The tax assessment issued and paid up to 31/12/2020.

33. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
33.1 Financial instruments

The Company's financial instruments are represented in cash and cash equivalents, trade receivables,
debtors, trade payables, notes payable, creditors, loans and bank credit facilities, and finance lease
liabilities, book value of these financial instruments does not differ significantly from its fair value at
the financial position date.

33.2 Interest rate risk

The interest risk is represented in the interest rates changes on the company’s debts, represented in
credit facilities and loan and financial lease liabilities (before deducting the cost of the loan) which
amounted to LE 5 650 361 792 as of December 31, 2020 (LE 5 983 457 509 as of December 31,
2019). Financing interest and expenses related to them are amounted to LE 687 694 423 for the current
year (L.E 1 059 226 107 for the comparative year. Interest income amounted to LE 12 371 860 for
the current year (LE 29 395 044 for the comparative year).

The company works on obtaining the best terms available in the market regarding the credit facilities
and long-term loan to mitigate this risk, also the company reviews the prevailing interest rates in the
market periodically which reduces the interest rate risk.

33.3 Credit risk

The carrying amount of financial assets represents the maximum credit risk exposure. The maximum
exposure to credit risk at the separate financial statements date is:

-20 -
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Ezz Steel Company {An Egyptian Joint Stock Company)

Translation from Arabic

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Trade receivables
Debtors and other debit balances*®
Suppliers - advance payments

Cash and cash equivalents

Note 31/12/2020

No. LE

(17) 223 801 748

(18) 297 855 815

(19) 163 988 192
474705 848

31/12/2019
LE

183 472 593

495 116 964

118 870 604

251 785 798

1160 351 603

1 049 245 959

* Restaternent was made to some of the comparative figures as shown in note no. (35).

33.4 Liguidity risk

This note provides contractual terms for financial liabilities at the financial Position date:

Description Expected cash One year or 1-2 years 3-5 years More than 5§
outflows less years
December 31, 2020 LE LE LE LE LE
Finance lease liabilities 589 251 066 115 346 832 115346 832 305926 414 52630988
Loans and credit facilities 5061110726 4196 985 865 201 070 605 663 054 256 -
Trade and notes payables 2753724378 2395 815 790 136 792 031 221112 557 -
Creditors and other credit balances 1023 407 842 1023 407 842 - - -
9427 493 912 7731 560 229 453 209 468 1190 093 227 52 630 988
December 31, 2019 - Restated
Finance lease liabilities 703 752 160 124 170 085 124 479 532 354 074 022 101 028 521
Loans and credit facilitics 5279 705 349 4799 705 349 480 000 000 - -
Trade and notes payables 1742 853 157 I 742 853 157 - - -
Creditors and other credit balances 1 085375 325 1 085375329 - - -
8 811 685 995 7752 103 920 604 479 532 354074 022 101028 521

33.5 Foreign currency risk

The foreign currency risk represents the risk of fluctuation in exchange rates which in turn affects the
company’s cash inflows and outflows in foreign currencies as well as the translation of its foreign
currency monetary assets and liabilities. At the financial position date, the Company has foreign
currency monetary assets and liabilities equivalent to LE 8 678 862 and LE 787 975 987 respectively.
The Company’s net exposures in foreign currencies at the financial position date are as follows:

Foreign Currency
US Dollars

Euro

Swiss Frank
Sterling Pound
AED

Algerian Dinar

(Deficit)/Surplus
(48 856 264)

(384 403)
12 642
(74 737)
3 349
450

As shown in note no. (36-1) “Foreign currency translation”, the balances of monetary assets and
liabilities denominated in foreign currencies shown above were translated using the prevailing

exchange rate at the financial position date.

Foreign currencies rates at the financial position date are as follows:
Closing rate at

US Dollars
Enrg

Swiss Frank
Sterling Pound
AED

Algerian Dinar

31/12/2020
15.77
19.4113
17.9184
21.5828

4.2935
0.1525

-21-

31/12/2019

16.09
18.0836
16.6788
21.2887

4.3807
0.1525
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Translation from Arabic

] Ezz Steel Company (4n Egyptian Joint Stock Company)
= Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)
- 34. SIGNIFICANT EVENTS
P During the first quarter of the year 2020 most of the world countries, including Egypt, were exposed to
‘_ the novel coronavirus (Covid-19) pandemic which its effect still exists, and caused disturbances in the
[ majority of commercial and economic activities in general. So, it is possible to have a material impact on
- the elements of assets, liabilities and its recoverable value thereof, and the results of operations in the
] company’s separate financial statements for the current year and subsequent periods, in addition to the
I potential impact on the provision of raw materials, supplies necessary for production and operation, the
J demand on the company’s products, and the available liquidity. Currently, the company is assessing and
u determining the size of this impact on its current separate financial statements, the management doesn’t
expect in meantime, based on the latest available information, any significant impact on the current separate
[ financial statements and its going concern, due to instability and uncertainty as a result of the current events,
the magnitude of the impact of that event depends mainly on the expected time frame, in which these events
[ ] and their consequences, are expected to be ended, which is difficult to determine at the meantime.
[] 35. COMPARATIVE FIGURES:
35-1 According to the settlement and conciliation agreement dated on 28/2/2018 with the National Committee
] for the Recovery of Assets , the conciliation took place according to the law no. 28 for 2015 in the lawsuit
No. 11743 for the year 2011 (Agouza Criminal) known as (Dekheila lawsuit) , and the lawsuit No. 1372 for
L] the year 2011“Qasr Al-Nile Criminal” known as "Iron Licenses" and other court cases related to IMoney
laundering and illegal gains obtained form the Two basic cases , an amount of L.E 1.7 Billion was paid as a
] consideration of conciliation in this cases for unlawfully benefits and profits, based on the legal
consultations, the opinion of the company's independent legal advisor and the approval of Ordinary General
[] Assembly of the company which has been held on 22/8/2020 the company was charged the conciliation
] amount paid to the National Committee for the Recovery of Assets amounted to L.E 1.7 Billion considering
that it is the beneficiary company from these benefits and profits, the amount was settled by deducting it
O from the retained earnings retroactively and adding the same amount to the current account of Al Ezz Group
- Holding Company for Industry & Investment “Ezz Industries” as of the date of the settlement and
] conciliation agreement mentioned above and restatement of the comparative figures in the separate financial
statements.
] 35-2 Reclassification was made to some of the comparative figures to conform to the current presentation of the
separate financial statements, the impact of the restatement and reclassification of the comparative figures
] as follows:
First: Impact on the Separate Statement of Financial Position
L] 31/12/2019 31/12/2019
] Description As previously Restatement  Reclassification Restated
reported
B Debit/(Credit) Debit/(Credit)  Debit/(Credit) Debit/{Credit)
L.E L.E L.E L.E
L Debtors and other debit balances 1846927771 (1351 810807) - 495116 964
1 Retained earnings (2742 994 319) 1 700 000 000 - (1042 994 319)
Creditors and other credit balances (695 556 033) (348 189 193) 147 627 762 (896 117 464)
| ] Banks credit facilities (4 327 077 587) - (147 627 762) (4 474 705 349)
|_]

-, Second: Impact on the Separate Statement of Cash Flow

The Financial The Financial

[ Year Ended Year Ended

31/12/2019 31/12/2019
] Description As previously Restatement  Reclassification Restated
_ Reported
- LE LE LE LE
. » Change in debtors and other debit balances (54 284 372) 8 345 000 - (45 939 372)
L Change in creditors and other credit balance 319980 962 (8 345 000) (1323 815) 310 312 147
[ ] Proceeds from banks credit facilities 320 459 290 - 1323 815 321783 105
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Transiation from Arabic

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

36.

SIGNIFICANT ACCOUNTING POLICIES FOR THE SEPARATE FINANCIAL STATEMENTS

The following accounting policies have been applied consistently by the company during the financial year
presented in these separate financial statements.

36.1 Foreign currency translation

36.2

The Company maintains its accounts in Egyptian Pound. Transactions denominated in foreign currencies are
translated at foreign exchange rate prevailing at the date of transactions, Monetary assets and liabilities
denominated in foreign currencies, at the financial position date are translated at the foreign exchange rates
prevailing, at that date. Non-monetary items that are measured in terms of historical cost in foreign currencies
are translated using the exchange rates at that date of the transaction. Foreign currency differences arising on
the retranslation are recognized in the separate statement of income at the financial position date.

Fixed assets and depreciation

Fixed assets are stated at historical cost less accumulated depreciation and accumulated impairment losses.
Depreciation - except rolling rings - is charged to the income statement on straight-line method over the estimated
useful lives of assets. The management of the company regularly reconsiders the remaining useful lives of the
fixed assets in order to determine whether they match the previously estimated useful lives and if there is a
significant difference, the depreciation will be calculated in accordance with the remaining estimated useful life.

Leased fixed assets (The assets that ownership of the assets will be transferred to the lessee by the end of the lease
contract) are recognized at cost in the beginning of lease contract, after the beginning of the lease contract the
value of the leased fixed assets is determined at cost less the accumulated depreciation and the accumulated
impairment loss and adjusted by any adjustments to the lease liability, the leased fixed assets is depreciated using
straight line method over the estimated useful life of assets which are mentioned below.

During 2016, the special accounting treatment had been adopted to deal with the effects of floating exchange rate,
The modified cost model was adopted which the cost and accumulated depreciation for some categories of fixed
assets (Machinery and equipment, Vehicles, Furniture and office equipment, Tools and supplies) are modified
using modification factors stated in annex (A) of EAS no. (13). The increase of net fixed assets, which are
qualified to modification, were recognized in other comprehensive income items and was presented as a separate
item in equity under the name of "modification surplus of fixed assets”. The realized portion of modification
surplus of fixed assets is transferred to retained earnings or losses in case of disposal or abandonment of the asset
which qualified for modification or usage (depreciation difference resulting from the adaption of the special
accounting treatment).
The estimated useful life for each type of assets to calculate the depreciation is as follows:
Asset’s description Estimated useful life
Buildings
— Buildings 40
— Other buildings 8
Machinery and eguipment
-- Machinery and equipment 5-20
- Rolling rings According to actual use
Yehicles 4-5
Furniture and office equipment
— Furniture and office equipment 3-8

— Central air conditioning and fixtures 8
Tools and supplies 5

Lease hold improvements The lower of lease term or assets’ useful lives

Gains or losses resulted from disposal of an item of fixed assets are recognized in the statement of income.

36.3 Cost subsequent to acquisition

The replacement cost of an asset component is recognized in the asset cost after the elimination of the cost of this
component when such cost is incurred by the company if it is probable that fiture economic benefits shall inflow
to the company as a result of the replacement of this component conditional on the ability to measure its cost with
a high level of accuracy. However, the other costs are to be recognized in the statement of income as expenses
when incurred.

36.4 Projects under construction

Projects under construction are recognized initially at cost. Cost includes all expenditures directly attributable to
bringing the asset to a working condition for its intended use. Projects under construction are transferred to fixed
assets caption when they are completed and are ready for their intended use with their cost, the projects under
construction are recognized in the statement of financial position at cost less impairment losses if any.
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Translation from Arabic

Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

36.5 Investments
360.5.1 Investments in subsidiaries and associates

Investments in subsidiaries and associates are stated at cost less impairment Note no. (36-10). In case of
existing indicator of impairment, the company assesses its investments and in case that the recoverable amount
is less than the carrying amount, the carrying amount of this investment is reduced by the impairment loss
then an impairment loss is recognized in the separate statement of income.

36.5.2 Investments in affiliates

The affiliates are subsidiaries of the parent company and the company has no direct control over them,
investments in affiliates are recognized at historical cost. In case of the existence of impairment in the carrying
amounts of these investments, the related investment is reduced by this impairment loss, and charged to the
separate statement of income for each investment,

36.6 Inventories

Inventories are valued at the lower of cost or net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses. Cost is
determined as follows:

- Raw materials: are valued at cost up to bringing them to warehouses, and the outgoing is evaluated
using the first in first out method.

- Spare parts, materials, and supplies are valued at cost up to bringing them to warehouses, and the
outgoing is evaluated using the weighted average method.

- Work in process: according to the actual manufacturing cost which includes direct materials and labor
cost in addition to its share of indirect manufacturing cost incurred until the last production stage reached.

- FKinished products: according to the actual manufacturing cost.

36.7 Trade and notes receivables and debtors

36.8

36.9

Trade and notes receivable and debtors are initially stated at their fair value and subsequently measured by
amortized cost using the effective interest rate and reduced by estimated impairment losses from their values.

Cash and cash equivalents

Cash and cash equivalents in statement of cash flows comprise cash balances, banks current accounts, time
deposits and money market fund which do not exceed three months and banks overdrafis that are repayable on
demand and form an integral part of the company’s cash management preparing are included as a component of

cash equivalents. The Separate statement of cash flows is prepared and presented according to the indirect
method.

Trade and notes payable and creditors

Trade and notes payable and creditors are initially stated at fair value and subsequently measured by amortized
cost using the effective interest rate.

36.10 Impairment loss on assets

a- Financial assets
A financial asset is considered to be impaired if objective evidence indicates that one or more events have
had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the effective interest rate of asset. An impairment loss in respect of an available-for-sale
financial asset is calculated by reference to its current fair value.

Individually, significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognized in statement of income. Any cumulative loss in respect of an
available-for-sale financial asset recognized previously in equity is transferred to statement of income.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognized. For financial assets measured at amortized cost and available-for-sale
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Translation from Arabic
Ezz Steel Company (An Egyptian Joint Stock Company)

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

financial assets that are debt securities, the reversal is recognized in statement of income. For available-
for-sale financial assets that are equity securities, the reversal is recognized directly in equity.

b- Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets, are reviewed
at each reporting date to determine whether there is any indication of impairment.

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds
its recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash
flows that are largely independent from other assets and groups. Impairment losses are recognized in the
statement of income.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair
value less costs to sell.

Impairment losses recognized in prior periods are assessed at each reporting date for any indications that
the loss has decreased or no longer exists. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

36.11 Interest-bearing borrowings

— Interest-bearing borrowings are recognized initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost on an
effective interest basis with any difference between cost and recoverable value being recognized in
the statement of income over the period of the borrowings.

~ Borrowing costs of financing fixed assets are capitalized to finance qualified fixed assets during the
construction/preparation period till the asset is ready for use.

36.12 Provisions

Provision is recognized as a result of past event where the Company has a legal or constructive obligation
and it is probable that a flow of economic benefits will be required to settle the obligation and the obligation
can be reasonably estimated. If the effect is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessment of the time value of
money and, where appropriate, the risks specific to the liability. Provisions are reviewed at the financial
position date and amended when necessary to reflect the best current estimate.

36.13 Capital
Repurchase of share of capital

Atrepurchase of issued share of capital, the amount paid including all direct costs related to the repurchase
of share is recognized as a reduction to equity and classified as a treasury stocks deducted in side of
shareholder's equity.

36.14 Revenites

a) Sales revenues
Sales revenues are recognized when the risks and rewards of ownership of goods are transferred to
the purchaser at delivering the goods. No revenue is recognized when collection of related
consideration is not assured or inability to determine any related costs, any expected sales return, or
the continues of the management relation with the sold product.

b) Dividends
Dividends income is recognized in the statement of income on the date when the company has the
right to receive investees’ dividends occurred after the date of acquisition.

¢c) Interest income

Interest income is recognized in the statement of income as it accrues using the effective interest rate
method.

36.15 Lease contracts

Finance Lease contracts

A leased asset is recognized in the company's assets, also recognize a liability that represents the present
value of the unpaid finance lease installments in the company’s liability.
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Translation from Arabic

Ezz Steel Company (4dn Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Finance lease contracts (sell and lease back)

If the entity (the lessee) transfers the asset to the other entity (the lessor) and leased back the asset, the
entity must determine whether the asset is being accounted for sales transaction or not, in case of not being
sales transaction the lessee must continue to recognize the transferred asset and must recognize a financial
liability equal to the proceeds of the transfer.

Operating lease contracts
Leases are classified as operating leases. Payments in respect of operating leases are charged to statement

of income as an expense using a straight-line basis over the lease term. (Net of any lease, discount incentive
and rent-free periods).

36.16 Earnings or losses per share

The company presents basic and diluted earnings or losses per share (EPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss for the year attributable to ordinary shareholders of
the company by the weighted average number of ordinary shares outstanding during the year.

36.17 Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognized in
the statement of income except to the extent that it relates to items recognized directly in shareholders’
equity, in which case it is recognized in shareholders’ equity.

Current tax is the expected tax payable on the taxable income using tax rates enacted financial position date.
Deferred tax is recognized for temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax
provided is based on the expected manner of realization or settlement of the carrying amount of assets and
liabilities, using tax rates enacted or substantively enacted financial position date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is no
longer probable that the related tax benefit will be realized during the upcoming year.

36.18 Employee benefits

The company contributes inside Egypt in Social Insurance under the Social Insurance Authority for
the benefits of its personnel in pursuance to the Social Insurance Authority law No. 79 of 1975 and
its amendments. These contributions recorded in the ‘salaries and wages’ accounts, in addition to end
of service benefits as shown in note no.(11).

36.19 Financial risk management

*

The company has exposure to the following risks from its use of financial instruments:

Credit risk *  Liquidity risk *  Market risk
This note presents information about the company’s exposure to each of the above risks, the company
objectives, policies and processes for measuring and managing risks, and the company management of
capital. Further quantitative disclosures are included throughout these separate financial Statements.
The Board of Directors has overall responsibility for the establishment and oversight of the company s risk
management framework, also identifying and analyzing the risks faced by the company, to set appropriate
risk lintits and controls, and to monitor risks and adherence to limits.
The company, aims to develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

36.19.1 Credit risk

Credit risk is the risk that one party of financial instruments will fail to discharge an obligation and cause

the other party to incur financial loss. This risk is mainly resulting from the company’s trade and other

debtors.

Trade receivable and other debtors

The company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. The demographics of the company’s customer base, including the default risk has less of an
influence on credit risk.

Most of company’s revenue is represented in sales transaction with many customers with close values for
each customer, hence, there is no concentration of credit risk on specific customers.
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Translation from Arabic
Ezz Steel Company (An Egyptian Joint Stock Company)

Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Cash and cash equivalents

Credit risk relating to cash and cash equivalents - except cash on hand - and financial deposits arises from
the risk that the counterparty becomes insolvent and accordingly is unable to return the deposited funds.
To mitigate this risk, whenever possible, the company conducts transactions and deposits funds with
financial institutions with high and stable investment grade.

36.19.2  Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.
The company’s approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the company’s reputation. The company ensures that the
sufficient cash on demand to meet expected operational expenses for a suitable period, including the service
of financial obligations; this excludes the potential impact of extreme circumstances that cannot reasonably
be predicted, such as natural disasters,

36.19.3 Market risk
Market risk is the risk that changes in market prices, such as foreign currency exchange rates, interest rates
and equity prices will affect the company’s income or the value of its holdings of financial instruments.

The objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.

Currency risk
The company is exposed to currency risk on transactions that are denominated in a currency other than the

respective functional currencies of the company, primarily the U.S. Dollars (USD) and Euro. In respect of
monetary assets and liabilities denominated in foreign currencies, the company ensures that its net exposure
is kept to an acceptable level through purchase or sale of the foreign currencies with current prices when that
is necessary to face the unbalanced short term.

Interest rate visk

The Company is exposed to market risks as a result of changes in interest rates particularly in relation to
borrowings and credit facilities. Borrowings issued at floating rates expose the company to cash flow interest
rate risk. Borrowings issued at fixed rates expose the company to fair value interest rate risk.

The basic strategy of interest rate risk management is to balance the debt structure with an appropriate mix of
fixed and floating interest rate borrowings based on the company’s perception of future interest rate
movements.

Other market prices risk

This risk arises from changes in the price of available-for-sale investments held by the company, the
company’s management monitors the equity instrumenis in the investments’ portfolio according to the market
and objective valuation of the separate financial statements related to these shares. Material investments within
the portfolio are managed on an individual basis and all buy and sell decisions are approved by the Board of
Directors. The primary goal of the company’s investment strategy is to maximize investment returns and the
Company consults external advisors in this regard.

36.19.4  Capital management
The Board of Directors’ policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The Board of Directors monitors the
return on capital, which the company defines as net operating income divided by total shareholders’® equity,
the Board also monitors the level of dividends paid to shareholders. There were no changes in the company’s
approach to capital management during the year. The company is not subject to any externally imposed capital
requirements.

37. NEW ISSUES AND AMENDMENTS ISSUED TO THE EGYPTIAN ACCOUNTING STANDARDS:
On 18 March 2019, the Minister of Investment and International Cooperation amended some of the Egyptian

Accounting Standards issued by the Minister of Investment Decree No. 110 of 2015, which include some new
accounting standards issuances and amendments to some existing standards as follows:
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Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

New or Amended Summary of the Most Significant Potential impact Adoption date

Standards Amendments on the Financial

Statements

New Egyptian 1. The new Egyptian Accounting Management is Standard No. 47 is
Accounting Standard No. (47) "Financial currently assessing | effective for financial
Standard No. (47) | Instruments" replaces the corresponding | the potential impact | periods beginning on or
"Financial topics in Egyptian Accounting Standard | on the financial after 1 January 2020 and
instruments” (26) Financial Instruments: Recognition | statements when early adoption is

and Measurement. Accordingly, the
Egyptian Accounting Standard No. (26)
Was amended and reissued after the
withdrawal of the paragraphs related to
new EAS (47) and define the scope of
the amended Standard (26) to work only
with limited cases of hedge accounting
according to the Entity’s choice.

2, In accordance with the requirements
of the Standard, financial assets are
classified based on subsequently
measured at their amortized cost, at fair
value through other comprehensive
income or at fair value through profit or
loss, in accordance with the entity's
business model for managing financial
assets and the contractual cash flow
characteristics of the financial asset.

3. The realized loss model in the
measurement of impairment of financial
assets is replaced by the expected credit
loss models, which requires the
measurement of impairment of all
financial assets measured at amortized
cost and financial instruments measured
at fair value through other
comprehensive income from the initial
recognition regardless of the existence
of an index of the loss event

4. Pursuant to the requirements of this
standard, the following criteria have
been amended:

- Egyptian Accounting Standard No. (1)
"Presentation of Financial Statements”,
amended 2019

- BEgyptian Accounting Standard No. (4)
"Statement of Cash Flows"

- Egyptian Accounting Standard No.
(25) "Financial Instruments:
Presentation”

- Egyptian Accounting Standard No.
(26) "Financial Instruments;
Recognition and Measurement

- Egyptian Accounting Standard No.
(40) "Financial Instruments:
Disclosures"

applying the
amendment to the
standard.

permitted, on the
condition of applying the
Egyptian Accounting
Standards No. (1), (25),
(26) and (40) amended
2019 together at the same
Date.

On 17/9/2020, Prime
Minister Decision No.
1871 of 2020 was issued
to postpone the adoption
of the standard, as the
standard will be applied
to the financial periods
beginning on or after
January 1, 2021,

These amendments shall
be effective from the date
of application of the
standard 47.
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Ezz Steel Company (4dn Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

New or Amended Summary of the Most Significant Potential impact Adoption date
Standards Amendments on the Financial
Statements
New Accounting 1. The new Egyptian Accounting Management is Standard No. 48 is
Egyptian Standard | Standard No. 48, Revenue from currently assessing | effective for financial

No. (48) "Revenue
from contracts
with customers”

Contracts with Customers, replaces and
cancels the following criteria:

(A) Egyptian Accounting Standard No.
(8) "Construction Contracts", amended
2015;

(B) Egyptian Accounting Standard No.
11, "Revenue", amended 2015;

2. The control model was used to
recognize revenue instead of the benefit
and risk model.

3. The incremental costs of obtaining a
contract with a customer are recognized
as an asset if the entity expects to
recover those costs and the recognition
of the costs of fulfilling the contract as
an asset when specific conditions are

‘| met.

4. The standard requires that the

contract has commercial substance in
order for revenue to be recognized.

5. Expanding disclosure and presentation
requirements.

the potential impact
on the financial
statements when
applying the
amendment to the
standard.

periods beginning on or
after 1 January 2020 and
early adoption is
permitted

On 17/9/2020, Prime
Minister Decision No.
1871 of 2020 was issued
to postpone the adoption
of the standard, as the
standard will be applied
to the financial periods
beginning on or after
January 1, 2021.

New Egyptian
Accounting
Standard (49)
“Leases”

1. The new Egyptian Accounting
Standard No. (49) "Leases" replaces the
Egyptian Accounting Standard No. (20)
"Accounting Standards and Standards
for Financial Leasing Operations 2015
and cancels it.

2. The Standard introduces a single
accounting model for the lessor and the
lessee, the lessee recognizes the right of
use of the leased asset within the assets
of the company and recognizes an
obligation that represents the present
value of the unpaid lease payments
within the company's obligations, taking
into account that the lease contracts are
not classified as operating lease or a
finance lease.

3. For the lessor, the lessor shall classify
each contract of its lease contracts either
as an operating lease or as a finance
lease.

4. For the finance lease, the lessor must
recognize the assets held under a
finance lease in the statement of
financial position and present them as a
due amounts equal to the net investment
in the lease contract.

The management of
the Company has
applied the
accounting
treatment stated in
the Egyptian
Accounting
Standard No. (49)
Leases Contracts.

The Company's
management is
currently assessing
the potential impact
on the financial
statements when the
standard is applied
to the remaining
lease contracts in
which the company
is a party.

Standard No. (49) Applies
to financial periods
beginning on or after 1
January 2020 and early
adoption is permitted if
the Egyptian Accounting
standard No. (48)
“Revenue from contracts
with customers” 2019 was
applied at the same time,

On 17/9/2020, Prime
Minister Decision No.
1871 of 2020 was issued
to postpone the adoption
of the standard, as the
standard will be applied
to the financial periods
beginning on or after
January 1, 2021.

Except as of the effective
date above, Standard No.
49 (2019) applies to
leases that were subject to
the Financial Leasing Law
No. 95 0f 1995 and its
amendments which were
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Ezz Steel Company (An Egyptian Joint Stock Company)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

New or Amended
Standards

Summary of the Most Significant
Amendments

Potential impact
on the Financial
Statements

Adoption date

5. For operating lease, the lessor should
recognize the lease payments from
operating leases as income either on a
straight-line basis or on another regular
basis.

treated in accordance with
Egyptian Accounting
Standard No. 20,
"Accounting Standards
and Standards Related to
Finance Lease
Operations". The finance
lease contracts which are
arise subject to the Law of
Organizing Finance Lease
and Factoring Activities
No. 176 of 2018, from the
beginning of the annual
report period, in which
law No. 95 of 1995 was
canceled and issuing law
No. 176 of 2018

Amended
Egyptian
Accounting
Standard No. (38)
"Employees
Benefits”

A number of paragraphs were added
and amended to amend the accounting
rules for the modification, reduction and
settlement of the employee benefits
scheme

No impact on the
current separate
financial statements

Standard No. (38) is
effective for financial
periods beginning on or
after 1 January 2020 and
early adoption is
permitted

The Financial Regulatory
Authority has postponed
applying the standard on
the quarterly financial
statements during 2020, to
be applied on the annual
financial statements at 31
Becember 2020, and this
will be effective from 1
January 2020.

Amended Egyptian
Accounting
Standard No. (42)
"Consolidated
financial
statements"

Some of the paragraphs were added
related to the exception of investment
entities from the consolidation. This
amendment resulted in an amendment to
some standards related to the subject of
investment entities.

The following is the amended standards

- Egyptian Accounting Standard No.
(15) "Disclosure of Related Parties"

- Egyptian Accounting Standard No.
(17) "Separate financial Statements"

- Egyptian Accounting Standard No.
(18) "Investments in Associates"

- Egyptian Accounting Standard No.
(24) "Income Tax"

No impact on the
current separate
financial statements

Standard No. (42) is
effective for financial
periods beginning on or
after 1 January 2020 and
early adoption is
permitted.

The Financial Regulatory
Authority has postponed
applying the standard on
the quarterly financial
statements during 2020, to
be applied on the annual
financial statements at 31
December 2020, and this
will be effective from 1
January 2020,
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Ezz Steel Company (dn Egyptian Joint Stock Comparny)
Notes to the separate financial statements for the financial year ended December 31, 2020 (Continued)

Translation from Arabic

New or Amended Summary of the Most Significant Potential impact Adoption date
Standards Amendments on the Financial
Statements
- Egyptian Accounting Standard No. The new or amended .
(29) "Business Combinations” paragraphs are also applied
to the standards that have
- Egyptian Accounting Standard No. been amended with respect
(30) " Financial Statements" to investment entities on
- Egyptian Accounting Standard No., the effect1ve date (.)f the
(44) " Disclosure of Interests in Other Egyptian Accounting
Entities " Standard No. (42)
"Consolidated Financial
Statements", amended in
2019.
-31-






