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EZZSTEEL REPORTS CONSOLIDATED Q1 2016 RESULTS

Cairo, 19 July 2016 — ezzsteel (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 March 2016. The audited results have been prepared in accordance

with Egyptian Accounting Standards.

Paste the following link into your web browser to download a PDF of the full financial statements

related to this announcement:

Key highlights

EGPMn

Q12015 Q12016 YoY % (+/-)
[1  Net sales 4,793 4,967 +4
1 Gross profit 222 487 +119
1 EBITDA* 216 498 +130
1 Net profit before tax and minority interest (208) (346)
1 Net profit after tax and minority interest (136) (137)
[l Earnings per share** (0.25) (0.25)
[l Net debt to equity 2.49x 2.47x

*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

Comment



Commenting on the results, Mr Paul Chekaiban, Chairman and Managing Director of ezzsteel, said:

“As expected, ezzsteel registered a negative result in the first quarter of 2016 in line with the ongoing
weakness of international steel markets and with the erratic volatility of the Egyptian financial

environment.

“‘However, we saw two very important developments related to our operating margins. Firstly, there was
an improvement of our average overall operating margin and secondly a rebalancing of our operating
margin across the business units. These have been driven by the greater flexibility that we have built
into our business model in recent years and represent a crucial milestone on our way to gradual

recovery.”

For further information:

ezzsteel
Kamel Galal +20 2 3304 6060 +20 100 539 5499
Ashraf El Ghannam +20 2 3304 6060
Ahmed Saad +20 2 3304 6060

CNC Communications
Nick Bastin +44 20 3219 8814 +44 7931 500 066
Maximilian Karpf +44 20 3817 9937 +44 7921 078 920

About ezzsteel
ezzsteel (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 5.8 million tonnes of

finished steel.

In 2015, the Company produced 3.2 million tonnes of long products (typically used in construction) and
636,000 tonnes of flat products (typically used in consumer / industrial goods). ezzsteel 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 ezzsteel’s consolidated financials, which include the
financial performance of ESR/ERM, EZDK and EFS.

Sales & Production

Consolidated net sales for Q1 2016 were EGP 5 billion, representing an increase of 4 per cent year on
year. This increase in sales is due to a 15 per cent increase in long product sales, driven by continued
local market demand. Long product prices were down by 4 per cent, while flat products were down by
19 per cent. Long export prices were down by 6 per cent and flat export prices have declined by 27 per

cent.

Sales after elimination

EGPMn ESR/ERM EZDK EFS Consolidated
Long 1,446 2,072 777 4,295
Flat - 617 - 617
Others 0 52 3 55

Total 1,466 2,741 780 4,967

Long steel products accounted for EGP 4.3 billion, or 87 per cent of sales in Q1 2016, while flat steel
products represented 12 per cent of sales at EGP 617 million. Long product exports accounted for less

than one per cent of total long sales. Flat product exports accounted for 28 per cent of total flat sales.

Sales Value

EGPMn Domestic per cent Export per cent
Long 4,273 99% 22 1%
Flat 447 72% 170 28%

Long sales volumes were 1 million tonnes during Q1 2016, 15 per cent higher than the 889 thousand

tonnes sold during the same period last year.

Flat sales volumes, which were concentrated at EZDK, fell by 10 per cent to 169,936 tonnes in Q1 2016,

due to lower production, as weak international markets made sales of flat products unattractive.

The group’s consolidated sales volumes totalled 1.19 million tonnes in Q1 2016, an increase of 10 per

cent from the 1.08 million tonnes sold in Q1 2015.



The contributions of ESR/ERM, EZDK and EFS to the consolidated net sales for the period ending 31

March 2016 were 29 per cent, 55 per cent, and 16 per cent respectively.

Long steel production volumes totalled 842 thousand tonnes during Q1 2016, up 9 per cent compared
to Q1 2015. Flat steel production volumes decreased by 22 per cent to 157 thousand tonnes for the

period, compared to 199 thousand tonnes in the previous year.

Cost of Goods Sold

Consolidated Cost of Goods Sold for Q1 2016 represented 90 per cent of sales, reflecting an increase
in gross profit margin from 5 per cent in Q1 2015 to 10 per cent in Q1 2016.

EFS’s Cost of Goods Sold was at 98 per cent, compared with 125 per cent in the same period last year
and 133 per cent in Q4 2015. This reflects the improved capacity utilization level at that facility. At EZDK,
the continuing shortage of natural gas impacted DRI production, forcing the company to use more

expensive replacement raw materials and thereby suppressing margin.

Standalone figures Consolidated
EGPMn ESR/ERM EZDK EFS ezzsteel
Sales 1,464 2,731 780 4,967
COGS 1,224 2,504 763 4,480
COGS/Sales 84% 92% 98% 90%

Gross profit

Gross profit of EGP 487 million was recorded for Q1 2016, an increase of 119 per cent from the EGP
222 Million recorded in Q1 2015.

EBITDA

EBITDA for Q1 2016 amounted to EGP 498 million, representing an increase of 131 per cent from EGP
216 million in Q1 2015.

Tax

During Q1 2016 benefited from a deferred tax asset of EGP 116 million and Income tax of EGP 5 million

Net result after tax and minority interests

Net result after tax and minority interests recorded a loss of EGP 137 million for Q1 2016, flat on the

same period in 2015.



Liquidity and capital resources

At the end of the period, ezzsteel had cash on hand of EGP 5.02 billion and net debt of EGP 12 billion.
The company has a gearing of Net Debt / Equity of 2.47 times.

Outlook

The successful launch of our new DRI facility at Suez has extended the advantages of our flexible
business model to all ezzsteel business units. This flexibility will prove instrumental in mitigating the

adverse conditions in which ezzsteel is expected to operate in the coming quarters.



Divisional Overview

' EZDK i i H
Sales (EGP) . Q12015 Q12016
§ Value 3,320 | 2,731 | Mn i
o volume: | [
: Long: | 561,594 | 495309 | Tonnes |
. Flat: | 187,965 | 169,936 i Tomnes |
i Exports as % of Sales: ! : i i
! Long: | 08 | 1 §
§ Flat: | 27 | 33 | §
. EBIDA: 271  252iMn
 Production: o S T j
e Long Products: | | 418275 1 416,549 | Tonnes |
i Flat Products: | 199,457 | 155,933 | Tonnes |
e s a7 aonses | Tomes
| ESR/ERM i | | |
: Sales (EGP): o [ ;
‘ Value: | 1,358 | 1,464 | Mn
o Volume: | 305477 | 344,354 | Tonnes |
. Exportsas%ofSales::  -. L :
. EBITDA; (16): 180 iMn |
' Production: L L
e Long Products: | | 283,060 | 284,070 | Tonnes |
. Biletst i 1688841 71430 {Tonnes |
| EFs | |
. Sales (EGP): _______________________ __________________________ ________________
] Value: 365 ! 780 | Mn i
o Volume: : S o =
i Long: ! 80,931 | 181,576 | Tonnes E
: Flat: - - Tonnes
. Exportsas %ofSales: | [ o i
Long:i -i -i

—Ends -



Disclaimer:

This press release is issued by ezzsteel (formerly: Al Ezz Steel Rebars S.A.E.) the “Company”, in
connection with the disclosure of the Company’s financial results for the 3 month period ending 31
March 2016. 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 and 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 ezzsteel, 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, none of 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 ezzsteel's actual results.
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Translation from Arabic

Ezz Steel Company
(An Egyptian Joint Stock Company)

Consolidated Interim Financial Statements
For the Three Months Ended March 31, 2016
And Limited Review Report
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Ezz Steel Company

Translation from Arabic

(An Egyptian Joint Stock Company)

Consolidated Interim Financial Statements
For the Three Months Ended March 31, 2016

And Limited Review Report

Index

Explanation

Limited Review Report

Consolidated Statement of Financial Position
Consolidated Statement of Income

Consolidated Statement of Comprehensive Income
Consolidated Statement of Changes in Equity
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Notes to the Consolidated Interim Financial Statements
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Hazem Hassan

. Translation from Arabic
Public Accountants & Consultants

Pyramids Heights Office Park Telephone : {202) 35 36 22 0C - 35 36 22 11
Km 22 CairofAlex Road Telefax 1 (202) 353623 01-35362305
FO. Box 48 Al Ahram E-mail : egypt@kpmg.com.eg

' Giza - Cairo - Egypt Postal Code : 12556 Al Ahram

Limited Review Report on Consolidated Interim Financial Statements

To The Board of Directors of Ezz Steel Company

Introduction

We have performed a limited review on the accompanying consolidated financial
position of Ezz Steel Company “an Egyptian joint stock company” as of
March 31, 2016 and the related consolidated statements of income, comprehensive
income, changes in equity and cash flows for the three months then ended, and a
summary of significant accounting policies and other explanatory notes. Management is
responsible for the preparation and fair presentation of these interim financial
statements in accordance with Egyptian Accounting Standards. Our responsibility is to
express a conclusion on these interim financial statements based on our limited review,

Scope of Limited Review

We conducted our limited review in accordance with Egyptian Standard on Review
Engagements 2410, "Limited Review of Interim Financial Statements Performed by the
Independent Auditor of the Entity." A limited review of interim financial statements
consists of making inquiries, primarily of persons responsible for financial and
accounting matters in the Company, and applying analytical and other limited review
procedures. A limited review is substantially less in scope than an audit conducted in
accordance with Egyptian Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be
identified in an aundit. Accordingly, we do not express an audit opinion on ‘these
consolidated interim financial statements.

Conclusion

Based on our limited review, nothing has come to our attention that causes us to believe
that the accompanying consolidated interim financial statements do not present faitly, in
all material respects, the consolidated financial position of the Company as of March
31, 2016 and of its financial performance and its cash flows for the three months then
ended in accordance with Egyptian Accounting Standards.




[ 7] vl [T ¥

@ L‘-‘-‘ L!-_I l_._l[ N,

(TR T TR T V'Y TR V" TRAT )

i

Dol

N R In 1

18

! 1§ IR

hconc

Hazem Hassan

Translation from Arabic

Emphasis of matters

Without qualifying our conclusion, we draw attention to the followings:

1-

As explained in note no. (35-1) to the consolidated interim financial statements,
Al-Ezz Rolling Mills Company and Al-Ezz Flat Steel Company (subsidiaries of
Al Ezz Steel Company) obtained two licenses from the Industrial Development
Authority to produce sponge iron and billet included within the group of the
licenses the Authority has given to the qualified companies in Egypt for free.
However, Al-Ezz Rolling Mills Company started the establishment of a factory
for the production of sponge iron, while Al-Ezz Flat Steel Company did not start
any projects to make use of the license. ‘

The said subject was referred to the criminal court to claim the payment of fees
related to these licenses in addition to any penalties that may be imposed by the
court. On September 15, 2011 the court issued a ruling whose pronouncement
included imposing penalties on the former chairman of Ezz Steel Company and
the former chairman of the Industrial Development Authority jointly with an
amount of LE 660 Million, and the withdrawal of the two licenses granted to each
of Al-Ezz Rolling Mills Company and Al-Ezz Flat Steel Company. The
company’s management has taken procedures to revoke the ruling with all its
consequences resulting there from.

During the court session held on December 20, 2012, the court of cassation
issued its ruling to the effect of cassating the appealed against ruling and referring
the lawsuit to another circuit for consideration, which means revoking the
previous ruling. A court session was set on April 6, 2013 to consider the lawsuit
before the court to which it was referred to, and the court session was delayed to
December 5, 2013 then the said case was adjourned to overturn the judgment
issued by the lower court due to the fact that the administration of justice in this
regard. The legal Advisor of the group was of the opinion that the cancelation of
the abovementioned judgment means carrying out retrial proceedings,

Accordingly, the court case was deliberated in several sessions before the retrial
court circuit and a pleading session was set to be considered on November 1,
2016. Currently, it is difficult in the meantime to determine the final outcome that

may arise from such lawsuit until a final ruling is issued by the legal bodies in
this regard.

As explained in note no. (33-3-1) of the notes to the consolidated interim
financial statements, the tax claims due from Al Ezz El Dekheila for Steel —
Alexandria Company (subsidiary company) — amounted to LE 219 million
according to the forms received from the Tax Authority on February 17, 2011

concerning the tax imposed on the flat steel project which has previously enjoyed

a tax exemption for the years 2000 — 2004.

The subsidiary’s management opinion is that the tax inspection was previously
made for the company pertaining to these years, and an agreement was reached in
the Internal Committee, while the disputed point pertaining to the cancellation of
the development duty on the exempted movable tax base was referred to the

-2.
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Hazem Hassan

Translation from Arabic

Appeal Committee which issued a resolution on June 12, 2010 to the effect of
cancelling the development duty imposed on the exempted movable tax base,
while the other tax bases shall remain exempted for the disputed years. The due
tax was paid in full as per the resolution of the Internal Committee; accordingly
the dispute amicably came to an end and became final and decisive. '

The subsidiary’s management and its legal advisor are of the opinion that the
company’s tax position is stable as the resolution of the Appeal Committee
supported the company and the company’s position became indisputable from the
legal point of view. Subsequently, the Tax Authority cannot dispute with the
company about these years once again. The company filed a lawsuit of discharge
from any indebtedness before the court under No., 405 of the year 2011.

Al Ezz El Dekheila for Steel - Alexandria (EZDK) Company reached an
agreement with the Tax Authority to cancel the administrative attachment
imposed on the company as a result of the ahove mentioned dispute against
paying LE 50 million during September and October 2011, and settle the
remaining tax claims amounting to LE 169.3 million on 24 installments. The first
installment amounting to LE 8.3 million fell due in November 2011, while the
remaming due amount shall be paid on 23 monthly installments at LE 7 million
each, in addition to the delay interest on the amount paid on installments. The

paid amounts are LE 254.2 million, including delay interest amounting to
LE 35 million.

The subsidiary is of the opinion that this procedure shall not change the legal &
tax position of the company as it reserves its right to reimburse what has been
paid immediately upon the issuance of a court ruling pertaining to lawsuit No.405
of 2011. A ruling was issued on March 25, 2012 to the effect of lack of
jurisdiction and the lawsuit is referred to the Alexandria Court of first instance
No0.963 of 2012 total tax, At the court session held on November 24, 2012
Alexandria First Instance Court issued its ruling to the effect of delegating an
expert in the lawsuit, in the session held on March 26, 2016 court ruled lack of
jurisdiction and transfer the dispute to Alexandria implementation court, the
company appealed on this rule no. 144 for year 82 J, and set for its consideration
session of August.3, 2016. Currently, it is difficult in the meantime to determine
the final outcome that may arise from such lawsuit until a final ruling is issued by
the legal bodies in this regard

As explained in note no. (26-1) and note no. (36-2) of the notes to the
consolidated interim financial statements, there is a dispute raised between Al
Ezz El Dekheila for Steel - Alexandria (EZDK) company and the Sales Tax
Authority about the amount of the additional tax on materials stevedoring
category amounting to LE 127.5 million till June 28 2012, on October 3, 2012,
the company paid the principal tax amounting to LE 104 million along with its
right to maintain a reservation on the settlement until the Sales Tax Authority
ceases all the actions taken against Alexandria Port Authority which in its turn
shall cease all the actions taken against the subsidiary including the lift of
attachment on the subsidiary’s balances at the various banks.

-3




w w W

W Wwow Wl W Ww W W Wi

e

Hazem Hassan

Translation from Arabic

The Sales Tax Authority is of the opinion that there 1S a necessity to be
committed to the settlement of the additional tax in order to cease all the
procedures that were previously mentioned. However, the company’s
management paid an amount of LE 127.5 million of the additional tax claimed by
virtue of post-dated checks starting from December 31, 2012 for one year, along
with its right to maintain a reservation on the settlement, Accordingly, Alexandria
Port Authority notified the banks to [ift the administrative attachment imposed on
the Company’s balances at the banks in favor of the Port Authority.

Based on the opinion of its tax advisor, the company’s management is of the
opinion that Alexandria Port Authority is not entitled to claim the Company to
pay sales tax in return for usufruct of the equipment of mining ores dock related
to the handling of ores in El — Dekheila Port, the occupation of the yards
allocated for this purpose and carrying out the works of operation and
maintenance necessary for such equipment due to the fact that they are not
subjected to sales tax. Furthermore, the payment of such amount or amounts by
the company to Alexandria Port Authority, either at the present time or in the
future, as a tax in return for the same service, does not mean its approval of
subjecting the service to taxation along with the continuity of legal proceedings

taken by the company to confirm the fact that such service is not subjected to
sales tax.

As explained in note no. (30-4) of the notes to the consolidated interim financial
Statements, and In the light of the current economic circumstances in the Arab
Republic of Egypt and the scarcity of foreign cwrrencies in the official banking
markets, and the impact thereof on increasing the exchange rate risk and
operational risk, the Company and its subsidiaries’ management applies
extraordinary procedures to face such risks, and that by providing some of its
requirements of cash in foreign currency at exceptional exchange rates, that differ
from the official exchange rates declared in the official banking markets after
approving them and their related internal documents by the Company and its
subsidiaries’ Board of Directors and top management, as the best assessment of

the exchange rates from its point of view.
/&f

KPMG Hazem Hassan

Public Accountants & Consultants
Cairo, July 19, 2016

KPMG Hazem Hassan
blic A_ccountants and Consultants
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Transiation from Arabic

Ezz Steel Company

(An Egyptian Jeint Stock Company)

Congolidated Balance Sheet
As At 31 March 2016;

Note 31/3/2016 31/i2/2015 1/1/2015
No. LE{Q0D) LE({000) LE(000)
Non Current Assets
Fixed assets (net) (16) 11971 558 11210 886 11 072 630
Projects under construction {17 4711217 4616 690 3792 694
Investments in associates (1-18y 115 115 115
Financial investments available-for-sale (2-18) 109 §80 109 880 109 880
197 511
Long term lending to cthers : (19 34 768 34 675 32002 -
Other assets : (20) 30315 30315
Goodwill (9-3%) 315214 315214 315214
Total long term assets’ 17 173 067 16 317 775 15 520 106
Current Assets
Inventory (11 2936376 4322299 4093 098
Trade and notes receivable {12} 23 561 14 849 84 828
Debtors and other debit balances (13 2303314 2259704 1886017
Suppliers - advance payments 149 066 274918 696 938
Investments in treasury bills (8-33) 20 065 19 468 50493
Cash and cash equivalents (5 5021 668 4 784 403 016 239
Tatal current assets 10 454 050 11 675 641 7727 613
Total Assets 27 627117 27993 416 23247 719
Shareholders' Equity
Issued and paid - up capital (2-28) 2716325 ' 2716325 2716323
- Reserves (29) 182 090 182 090 379 346
Retained earnings (194 914) (58018) 560 206
Treasury stocks (30) (71921) (71921 (71921)
Foreign entites translation reserve 884 108 529438 441 773
_ Interim dividends for employees & board of directors in subsidiaries — — {32 556}
Total holding company sharcholders' equity 3 515688 3297914 3993173
Non-controlling interest 1511674 1483 758 1241 444
Total Shareholders® equity 5027 362 4 781 672 5234617
Long Term Liabilities
Long-term loans (21) 7235 801 6971 255 5894 183
Leng-term liabilities (26 430 658 383311 688 585
Deferred tax labilities (1-10) 476 547 589 353 772 581
Total long term liabilities 8 143 606 7 943 919 7 355 349
Current Liabilities
Banks - overdraft 554 635 181 797 68 463
Loan installments and credit facilities due within one year (22) 9 657 807 10267 828 7 533 817
Trade and notes payable ' (23) 2321953 2641939 1861 548
Trade receivables - advance payments 624 354 1008 428 438 580
Creditors and other credit balances @4 1070972 942 913 505 897
Income tax 5123 7275 41 787
Liability of the supplementary pension scheme 25) 4017 3757 3045
Provisions (26) 217 888 213 888 204 616
Total current liabilities 14 456 74% 15 267 825 10 657 753
Total shareholders equity and long term liabilities : 27 627 117 : 27993 416 23247 719

The accompanying notes from No. (1)} to No. (39) form an integral part of these consolidated interim financial statements,

Chairman & Managing Director

Paul Philipe Chekaiban
‘ Limited review's Report "attached”

@ ezzsteo]
= Sadat City
BP0V o Adidine A0
Ezz Bieel Co. sAx ® ~1-
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Sales (net)
Less:

Cost of sales
Gross profit

Add (Less):

Other operating revenues

Selling and marketing expenses
Administrative and General expenses
Other operating expenses

Net profit from operating activities

Add (Less):

Finance income
Finance cost
Foreign currency exchange differences loss

- Net finance cost

Net loss for the period before income tax

(Less) Add :

Income tax

Deferred tax

Net loss for the period
Attributable to:
Owners of the company
Non-controlling interest

Net loss for the period

Laosses per share for the period (LE/share)

Ezz Steel Company

(An Egyptian Joint Stock Company)

Consolidated Statement of Income
For The Financial Period Ended 31 Mach

Note
No.

{1840

3

@
3
(©)
7

(8)
&)
®

(2-10

&)

2016
LE(000)

4 966 683

(4479 523)

487 160

15927

( 32131)
( 151 903)
{ 9151

2015
LE(G00

4793 317

(4571 196)

309 902

222 121

5 840
( 37901)
( 152473)
(¢ 9370)

28 217

74 418
( 363 609)
( 366 633)

(655 824)

23412
( 269 543)
9290

(345 922)

{ 5123)
115723

{ 236 841)

(235 322)

(208 624)

( 1929)
64 614

( 145 939)

{ 136 896)
( 98 426)

(235 322)

( 136 305)
( 9634)

(0.26)

{ 145 939)

(0.26)

The accompanying notes from No. (1) to No. (39) form an integral part of these consolidated interim financial statements.
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Ezz Steel Company

(An Egyptian Joint Stock Company)

Consolidated Statement of Income
For The Financial Period Ended 31 Mach

Note

No.

Net loss for the period'

comorehensive incom items

Translation differences of financial statements of entities in foreign currency
Net comorehensive incom for the period after income tax

Attribntable to:

Owners of the company

Non-controlling interest

Net comorehensive incom for the period after income tax

2016 2015
LE(000) LE(000)

( 235322) ( 145939)
481 012 113 209
245 690 ( 32730)
217774 ( 64023)

27916 31293
245 690 (32730)

The accompanying notes from No. (1) to No. (39) form an integral part of these consolidated interim financial statements.
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Ezz Steel Company

fAn Egvyptian Joint Stock Company)

Consolidated Statement of cash flows

For The Financial Period Ended 31 Mach

Note
No.

Cash flows from operating activities
Net loss for the period before income tax

Adjustments to reconcile net loss to net cash
provided by (used in) operating activities

Depreciation : (16)
Amortization of accrued interest on treasury bills

Reversal of impairment loss on assets

Impairment loss on assets

Provisions formed during the period

Capital gain

Interest & finance expenses

Present value difference of long term lending

Differences resulting from the change in liability of the supplementary pension scheme
Foreign currency exchange differences

Changes in working capital

Inventory

Trade receivables, debtors and other debit balances

Trade payables, creditors and other credit balances
Liability of the supplementary pension scheme

Net cash provided by operating activities

Interest paid

Net cash flows provided by (used in) operating activities

Cash flows from investing activities

Payments for purchase of fixed assets and projects under construction
Payments for purchase of intangible assets

Payments for purchase of financial investment (treasury bills)
Proceeds from reclaim of financial investment (treasury bills)

"Proceeds from sale of fixed assets

Payments for sales tax authotity - installment of capital goods
Payments for lending employees

Proceeds from lending employees

Net cash used in investing activities

Cash flows from financing activities

Proceeds from credit facilities

Payments for long term liabilities

(Payment) proceeds from blocked time-deposits and current accounts aginst
the medum term financing agreement

Payments for loans

Proceeds from loans _

Net cash (used in) provided by financing activities

* Net change in cash and cash equivalents

Cash and cash equivalents at beginning of the period (15)
Translation differences
Cash and cash equivalents at the end of the period (15)

Translation from Arabic

2016 2015
LE(000) LE(000)
( 345 922) ( 208 624)
194 960 184 525
( 551) ( 1420)
— ( 600)
( 1961 —
4000 —
( 4948) ( 23)
363 609 269 543
( 568) ( 473)
3190 3125
397 977 { 68 266)
609 786 177 787
1 498 961 318 364
106 553 ( 150 002)
(1045 173) ( 131 653)
1026 1169
1171153 215 665
( 310761) ( 236 275)
360 392 ( 20 610)
(234728) ( 163 228)
— ( 30 166)
(24 996) ( 66 073)
24 950 65 375
4948 23
( 950) ( 1912)
(7 104) ( 7270
6312 4976
( 231 568) ( 198 275)
( 497 940) 165 476
{6 (4
96310 ( 229 797)
(276 951) ( 617 260)
55 683 1725 756
( 622 904) 1044171
5920 825 286
1 647 865 608 137
4 649 436
1 658 434 1433 859

"The accompanying notes from No. (1) to No. (39) form an integral part of these consolidated interim fipancial statements,
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1.

Transiation from Arabic

Ezz Steel Company

(An Egyptian Joint Stock Company)

Notes To The Consolidated Interim Financial Statements
For the Three Months Ended March 31, 2016

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 Register in Menofia
Governorate under No. 472 on 2 April 1994. The Company is located in Sadat City. The preliminary
establishiment contract and the Company's statute were published in the Companies’ Gazette, issue
No. 231 of April 1994.

The Extra-ordinary General Assembly in its meeting dated October 3, 2009 approved to change the
Company’s name to “Bzz Steel”, this amendment was registered in the Commercial Registry on
November 1, 2009.

The Company is located in 35 Lebnon street— El Mohandseen — Cairo - Arab Republic of Egypt.
Chairman is Mr. / Paul Philipe Chekaiban.

The company is — a subsidiary company- of Al Ezz Group Holding Company for Industry &
Investment “Ezz Industries Group” which contributed in the company’s capital by 65.36%.

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

Subsidiaries

Al Ezz Rolling Mills Company (ERM) — previously named Al Ezz Steel Mills Company (ESM) -
an Egyptian joint Stock Company - was established in 1986 under Law No. 43 of 1974, which was
replaced by law No, 8 of 1997,

Al Ezz El Dekheila for Steel - Alexandria (EZDK) - an Egyptian Joint Stock Company was
established in 1982 as a joint Investment Company under law No. 43 of 1974 which was replaced by
law No. 8 of 1997. .

Al Ezz El Dekheila for Steel - Alexandria (EZDK) has the following subsidiaries:

Al Ezz Flat Steel Company (EFS) - an Egyptian Joint Stock Company - was established in 1998
under the provisions of the Investment Guarantees and Incentives law No. 8 of 1997.

Iron for Industrial, Trading and Constructing Steel Company (Contra Steel) — was established
according to the decree of the specialized committee in the ministry of economy and foreign trade
(corporate fine) under the provisions of law No. 159 of 1981,

Misr for Pipes & Casting Industry Company — was established in August 29, 1992 under the
provisions of law No. 159 of 1981.

The Purpose of the Company & Its Subsidiaries

The Company and its subsidiaries purpose is manufacturing, trading and distribution of iron and steel
products of all kinds and associated products and services.




Ezz Steel Company
Notes to the Consolidated interim Financial statements
For the three months ended march 31, 2016 {Continued)

Transiation from Arabic
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The following is an analysis of investments in the subsidia

which are included in the Consolidated Interim Financial Statements:

ry Companies of Ezz Steel Company

l

5 31/3/2016 31/12/2015
o Percentage Percentage
' Share % Share %
i | Al Ezz Rolling Mills Company (ERM) 98.91 98.91
Al Ezz El Dekheila For Steel - Alexandria (EZDK) 54.59 54.59
o Al Ezz Flat Steel (EFS) 71.07 71.07
' (Direct & Indirect) (Direct & Indirect)
| Through AlEzzEl  Through A] Ezz El
Dekheila Dekheila
ﬂ Iron for Industrial, Trading and Constructing Steel 49.13 49.13
Company (Contra Steel) (Indirect) Through (Indirect) Through
| AlEzz El Dekheila Al Ezz El Dekheila
Misr for Pipes & Casting Industry Company 47.49 47.49
= (Indirect) Through (Indirect) Through
] Al Ezz E] Dekheila Al Ezz El Dekheila
o Issuance of Consolidated Interim Financial Statements
- These consolidated interim financial statements were approved by the company’s BOD on
— July 19, 2016.
|
| 2 Basis For The Preparation of The Consolidated Interim Financial Statements
oy 2.1  Statement of compliance
_ - These consolidated Interim financial statement has been prepared in accordance with Egyptian
= Accounting Standard.
s - Onluly9, 2015 a new Egyptian Accounting Standards were issued by the decision of the Minister of
7 Investment No. (110) of 2015 replacing the Accounting Standards issued during 2006, which will be
5 effective on January 1, 2016 and applies to the entities which its financial period starting on or after
this date. The company's management is currently studying the impact of adopting these new
| standards on its financial statements that will be issued for the financial periods in which these new
- standards will be applied. :
il 1Y
C) 2.2 Basis of measurement 7
B These consolidated interim financial statements are prepared on the historical cost convention,
| except for assets and liabilities which are measured at fair value.
= 23  Functional and presentation currency
= These consolidated interim financial statements are presented in thousands of Egyptian pound.
2 . . |
2.4 Use of estimates and judgments
= The preparation of the consolidated interim financial statements in conformity with Egyptian
P Accounting Standards requires the management to make judgments, estimates and assumptions that
affect the application of policies and reported amounts of assets and liabilities, income and expenses
o and the actual results may differ from these estimates.
=
- 7
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Transiation from Arabic

Ezz Steel Company
Notes to the Consolidated interim Financial statements
For the three months ended march 31, 2016 (Continued)

2.5

2.6

The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the current circumstances, the results of which form

the basis of making the judgments about the carrying values of assets and liabilities. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an going basis, Any differences to
accounting estimates are recognized in the period in which the estimate is revised if these differences
affects the period of the revision and future periods then these differences are recognized in the
period of the revision and future periods.

And the following represents the most significant ifems in which assumption and professional
Judgment has been mad:

*  Impairment loss on assets.
Recognition of deferred tax assets.
¢  Contingencies and Provisions.

Fair value measurement

Financial instruments or similar financial instruments at the date of the interim financial statements
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 interim financial statements for financial
instruments similar in nature and terms '

Basis of consolidation

The Consolidated interim financial ‘statements include assets, liabilities and result of operations of
Ezz Steel Company (Holding Company) and all subsidiary companies which are controlled by the
holding company, this control is determined by the ability to control the financial and operational
policies of the subsidiary with the objective of acquiring benefits from its operations. Future voting
rights in the ability of control are also taken into consideration, a subsidiary company s not included
in the Consolidated interim financial statements if the holding company loses it’s control over the
{inancial and operational policies in this subsidiary.

All inter-Company balances, transactions and unrealized profits were eliminated.

Non-controlling interest in the net equity and in net earnings of subsidiary companies are included in
a separate item “non controlling interest” in the Consolidated Intertm Financial Statements, and is
calculated to be equivalent to their share in the carrying amount of the subsidiaries net assets at the
date of the Consolidated Interim Financial Statements. Non controlling share in profits and losses of
the subsidiary companies are included in a separate line item in the consolidated income statement.

The provided profit and losses from acquisition or selling shares from non-controlling interest
without changing of the mother company’s control, its directly recorded in shareholders’ equity.
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Translation from Arabic

Ezz Steel Company
Notes to the Consolidated interim Financial statements
For the three months ended march 31, 2016 (Continued)

3. COST OF SALES

For the three months ended

Note  31/3/2016 31/3/2015
Ne. LE (000) LE (000)
Raw Materials 2576 157 3457 404
Salaries & Wages 261 880 231595
- Fixed assets depreciation (16) 188 726 179 445
Supplementary pension scheme cost 2112 2 063
Manufacturing overhead expenses 473 648 465 785
Manufacturing cost 3 502 523 4 336 292
Change in inventory — finished product and work in 977 000 _ 234 904
process
4 479 523 4 571 196

4, OTHER OPERATING REVENUES

For the three months ended

31/3/2016 31/3/2015

LE (000) LE (000)
Capital gain 4948 23
Other revenues 10 979 5817
15927 5840

5. SELLING & MARKETING EXPENSES

For the three months ended

Note  31/3/2016 31/3/2015

No. LE (000) LE (000}
Salaries & Wages : 15150 15379
Advertising 1607 9513
Fixed assets depreciation (16) 1339 1357
Supplementary pension scheme cost 176 218
Other expenses 13 859 11 434
| 32131 37 901

6. ADMINISTRATIVE & GENERAL EXPENSES

For the three months ended

Note 31/3/2016 - 317372015

No.  LE (000) LE (000)
Salaries & Wages 105 159 97 465
Maintenance expenses , 2071 5319
Fixed assets depreciation (16) 4 895 3723
Supplementary pension scheme cost 902 843
Other expenses 38 876 45123

151 903 152 473
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Transiation from Arabic

Ezz Steel Company
Notes to the Consolidaied interim Financial Statements
For the three months ended march 31, 2016 {Continued)

7. OTHER OPERATING EXPENSES

For the three months ended

W W
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31/3/2016 31/3/2015
LE (000} . LE (000)
Donations . 4 655 91235
Formed provisions during the period 4000 -
Othiers expenses 496 135
9151 9 370

FINANCE REVENUES AND COST

For the three months ended

31/3/2016 31/3/2015
LE (000 LE (0600}
Finance revenues
Finance and interest revenues 74418 22 812
Reversal of impairment loss on trade receivable - 600
Total finance revenues 74 418 23 412
Finance Cost
Interest & finance expenses (363 609) (269 543)
Total finance cost (363 609) (269 543)
Foreign currency exchange differences loss (366 633) 9290
Net finance cost (655 824) (236 841)

LOSSES PER SHARE

For the three months ended

31/3/2016 31/3/2015
Net loss for the period (LE 000) (136 896) (136 305)
Average number of outstanding shares during the period 533802313 533 802 313
{(share)
Losses per share for the period (LE / share) (0.26) {0.26)

-10 -
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Ezz Steel Company
Notes to the Consolidated interim Financial statements
For the three months ended march 31, 2016 (Continued)

Transiation from Arabic

10. DEFERRED TAX

10.1 Recognized deferred tax assets and liabilities

31/3/2016 31/12/2015
Assets Liabilities Assets Liabhilities
LE (000) LE (000) LE (000) LE (000)
Items
Fixed assets - {1 681 061) - (1571 103)
Provisions 22592 - 21 692 -
Impairment loss on debtors 10 893 - 10 893 -
Impairment {oss on investments 3 988 - 3 988 -
Write-down of inventory 1067 - 1509 -
Tax losses carried forward 1 084 132 - 954 082 -
Revaluations differences 93 320 - 11782 -
Undistributed profit in subsidiaries - (11478) - (22 196)
1215992 (1 692 539) 1003 946 (1 593 299)
Net deferred tax (liability) - (476 547) - (589 353)
10.2  Recognized deferred tax charged to statement of income.
31/3/2016 31/3/2015
LE (000) LE (000)
Net deferred tax (476 547) (709 848)
Less:
Translation difference 2917 (1 881)
Previously charged deferred tax (589 353) (772 581)
Deferred tax charged to statement of income 115723 64 614
10.3 Unrecognized deferred tax assets
31/3/2016 3171272015
: LE (000) LE (000)
Receivables , debtors and other debit balances 8 002 2002
Provisions 25092 25092
Tax losses 46 707 30472
79 801 63 566

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

utifization of their benefits in the foreseeable future.
11. INVENTORY

Raw materials and supplies
Work in process

Finished products

Finished products - DRI
Spare parts and supplies
Goods in transit

Letter of credit

-11 -

31/3/2016 31/12/2015
LE (000) LE (000)
614 434 1174296
93 868 311121
449 109 1 208 855
38 375 72334

1 457 705 1355499
193 138 140 056
89 747 60 098
2936 376 4 322 299
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Ezz Steel Company
Notes to the Consolidated interim Financial statements
For the three months ended march 31, 2016 (Continued)

Translation from Arabic

12.

13.

$

TRADE AND NOTES RECEIVABLE

Trade receivables
Trade receivables — Related parties
Notes receivable

Less:
Impairment loss on trade receivables

DEBTORS AND OTHER DEBIT BALANCES

Deposits with others

Tax Authority *

Tax Authority — usufruct **

Tax Authority — sales tax — capital goods installments#:#*
Customs Authority

Accrued revenues

Prepaid expenses

Alexandria Port Authority

Short - term lending — employees’ housing loan
Short - term lending — employees' loans

Short - term lending — employees' Umrah loans

Short - term lending — employees’ Hajj and Jerusalem
visit loans

Short - term lending — employees’ housing loan for those

who were negatively affected by gate No.(8) project
Letters of guarantee cash margin

Letters of credit cash margin

Due from related parties

Advance payment under the account of employees’
Dividends

The Cairo Economic courti
Other debit balances®**%#

Less:
Impairment loss on debtors and other debit balances

Note

v
e

(27-1)

(14)

Note
No.

(19-1)

(19-2)
(19-3)

(19-4)

27-2)

(14)

31/3/2016 31/12/2015
LE (000) LE (000)
44 446 42 706
1072 ;
7700 1 300
53218 44 506
29 657 29 657
23561 14 849
31/3/2016 31/12/2015
LE (000) LE (000)
616 908 609 107
860 108 839222
127 477 127 477
206 410 205 460
13 471 9119
1612 4275
59097 47633
41 699 41 699
5367 5328
21 381 18 082
2099 2030
619 641
499 501
165 135
- 11 151
201 431 196 235
100 239 100 239
35060 35 060
66 635 63 273
2 360 277 2316 667
56 963 56 963
2303 314 2 259 704

The Tax Authority balances includes an amount of LE 254 million represents advance payment under
the account of scheduling the tax claims of Al Ezz El Dekheila for Steel — Alexandria — a subsidiary
— with respect to the flat steel projects according to what is mentioned in detail in Note No.(33-3-1) in

-12-
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Translation from Arabic

Ezz Steel Company
Notes to the Consolidated interim Financial statements
For the three months ended march 31, 2016 {Continued)

addition to an amount of LE 233 million which represents the advance payment under the account of
corporate tax inspection differences of Al Ezz El Dekheila for Steel - Alexandria for years 2005/2008.

**  Tax Authority — usufruct balances represents the value of advance payments of additional sales tax
usufruct for Al Ezz El Dekheila for Steel — Alexandria — company on the mining ores dock and
storing area in El Dekheila Port which is amounted to LE 127.5 million Note No. (36-2).
#i%  Sales tax installments is represented in the balance of sales tax installments related to import capital
goods related to Ezz Rolling Mills Company - a subsidiary.
##%* The Cairo Economic court balance represents the due to company in the previously amounts paid
’3 after deducting the penalties that judged in the misdemeanor No. 368 of the year 2013 related to the
monopoly of Steel Bars product against some officers of the group companies that the Court of
™ Cagsation issued on November 25, 2014 judged to amending value of the penaities from LE 200.5
million to LE 20.5 million and the legal procedures are currently made to refund this amount from the
o court.
™ k*kThe Other debit balances Item include amount of LE 49.5 Million represented 15% of the license
related to second production line which paid on February 2012 by Ezz Rolling Mills Company -
™ a subsidiary.
= 14.  IMPAIRMENT LOSS ON ASSETS
™ Balance Balance
as of as of
L Note  31/3/2016  31/12/2015
= No. LE (000) LE (000)
I
i Impairment loss on trade receivables (12) 29 657 29 657
R Impairment loss on debtors and other debit balances (13) 56 963 56 963
7 Impairment loss on advances to suppliers 5611 5611
i Impairment loss on investments available for sale (18-2) 17726 17726
i
, 109 957 109 957
|
15. CASH AND CASH EQUIVALENTS
31/3/2016 31/12/2015
| LE (000) LE (000)
o4 Banks - time deposits 630325 550 738
Banks - current accounts 4327137 4192123
L) Cheques under collection 34 406 37083
Cash on hand 28725 . 3 406
L Investment funds* 1075 1053
_ ‘ 5021 668 4 784 403
. Less:
i Banks — overdraft 554 635 181 797
L Restricted time deposits and current accounts within the credit 2 808 599 2 954 741
. conditions granted by the bank for group companies
2 Cash and cash equivalents in the statement of cash flows 1658 434 1647 865
o * Investments funds are represented in a number of 4 853 investment deeds with accumulated daily
2 interest.
’ -13 -
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