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This version of our report is a free translation of the original, which was prepared in Spanish. All possible
care has been taken to ensure that the translation is an accurate representation of the original. However,
in all matters of interpretation of information, views or opinions, the original language version of our
report takes precedence over this translation.

Independent auditor”s report on the consolidated annual accounts
To the shareholders of Acerinox, S.A.,

Report on the consolidated annual accounts

Opinion

We have audited the consolidated annual accounts of Acerinox, S.A. (the Parent company) and its
subsidiaries (the Group), which comprise the statement of financial position as at December 31, 2022,
and the statement of profit or loss, statement of comprehensive income, statement of changes in
equity, statement of cash flows and related notes, all consolidated, for the year then ended.

In our opinion, the accompanying consolidated annual accounts present fairly, in all material respects,
the equity and financial position of the Group as at December 31, 2022, as well as its financial
performance and cash flows, all consolidated, for the year then ended, in accordance with
International Financial Reporting Standards as adopted by the European Union (IFRS-EU) and other
provisions of the financial reporting framework applicable in Spain.

Basis for opinion

We conducted our audit in accordance with legislation governing the audit practice in Spain. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the
audit of the consolidated annual accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those relating
to independence, that are relevant to our audit of the consolidated annual accounts in Spain, in
accordance with legislation governing the audit practice. In this regard, we have not rendered services
other than those relating to the audit of the accounts, and situations or circumstances have not arisen
that, in accordance with the provisions of the aforementioned legislation, have affected our necessary
independence such that it has been compromised.

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

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated annual accounts of the current period. These matters were addressed in
the context of our audit of the consolidated annual accounts as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

PricewaterhouseCoopers Auditores, S.L., Torre PwC, P° de la Castellana 259 B, 28046 Madrid, Espana
Tel.: +34 915 684 400 / +34 902 021 111, Fax: +34 915 685 400, WWwW.pwc.es 1
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Key audit matter How our audit addressed the key audit matter

VDM Metals Group goodwill recovery

As indicated in notes 2.7, 2.11 and 7.1 of the
attached consolidated annual report, as of
December 31, 2022, there is goodwill that
mostly includes the arising from the acquisition
of 100% of the company VDM Metals Holding,
Gmbh to an amount of 49,829 thousand euros.

The Group Management has estimated the
goodwill recoverable value (note 2.11 of the
attached consolidated report).

For the recoverable value calculations, Group
Management has used cash flow projections
based on financial budgets approved by
Management that have required relevant
judgments and estimates that include, among
others, the operating result on sales and
discount and growth rates in the long term. The
most significant assumptions used by the
Group Management and the sensitivity
analysis performed are summarized in note 7.1
of the attached consolidated report.

Deviations in these Management’s variables
and estimates can determine important
variations in the calculations made and,
therefore, in the analysis of the goodwill
recovery.

This fact, together with the relevance of the
financial statements line item, motivates it to
be a key audit matter.

Bahru Stainless Sdn. Bhd. and Acerinox
Europa, S.A. property, plant and equipment
recovery

As indicated in notes 2.11 and 8.1 of the
accompanying consolidated annual report, the
Group Management assesses at the end of
each fiscal year if there are indications of
impairment of assets. In the event of such an
indication, the Group Management estimates
its recoverable amount. Note 8.1 details the
Cash Generating Units (CGUs) that show
signs of impairment, Bahru Stainless Sdn. Bhd.
and Acerinox Europa, S.A.

First, we have understood the relevant processes
and controls related to the goodwill impairment
assessment prepared by the Group Management,
including those related to the preparation of
budgets and the analysis and monitoring of
projections, which constitute the basis for the
main judgments and estimates made by the
Group Management.

In relation to the estimated cash flows, we have
analyzed the methodology of the calculations
made, we have compared the projected annual
flows with those actually achieved in fiscal year
2022, and we have contrasted the key
assumptions used by the Group Management with
historical results, available comparable, relevant
industry factors and other external sources. For
this we have relied on out internal firm valuation
experts.

Additionally, we have evaluated the
reasonableness of the sensitivity disclosed in the
accompanying consolidated annual accounts.

As a result of the analysis performed, we consider
that the conclusions of the Group Management
regarding the estimates made and the information
disclosed in the accompanying consolidated
annual accounts are adequately supported and
are consistent with the information currently
available.

As a starting point for our procedures, we have
understood the relevant processes and controls
linked to the assessment of impairment in
property, plant and equipment prepared by the
Group's Management, including those related to
the preparation of budgets and the analysis and
monitoring of projections, which constitute the
basis for the main judgments and estimates made
by the Group Management.




For the calculations of the recoverable value
through the value in use, the Management of
the Group uses cash flow projections based on
financial budgets that require judgments and
relevant estimates that include, among others,
the operating result on sales, future curves of
energy, and long-term discount and growth
rates, considering that the projected flows are
subject to uncertainty. For the calculation of
the recoverable value of Bahru Stainless Sdn.
Bhd, as mentioned in note 8.1 of the attached
consolidated report, the Management of the
Group has relied on an expert to determine the
recoverable value based on fair value less
costs to sell in the context of an impairment
test analysis from the perspective of a market
participant. The most significant assumptions
used in the previously described model and the
sensitivity analyzes performed are summarized
in note 8.1 of the attached consolidated annual
report.

As mentioned in note 8.1, in financial year
2022 an impairment of 203,905 thousand
euros of the net assets of the CGU Bahru
Stainless Sdn. Bhd has been recorded.

Deviations in the variables and estimates of
Management can determine important
variations in the conclusions reached and,
therefore, in the analysis of the recovery of
property, plant and equipment.

This fact, together with the relevance of this
financial statement line item and the
consequent impairment registered, motivates it
to be a key audit matter.

Acerinox, S.A. and its subsidiaries

In relation to the estimated cash flows from
Acerinox Europa, S.A., we have analyzed the
methodology of the calculations made, we have
compared the projected annual flows with those
actually achieved in the year 2022 and we have
contrasted the key assumptions used by the
Group's Management with historical results,
available comparable, relevant industry factors
and other external sources. For this we have
relied on internal firm valuation experts.

In relation to the valuation exercise carried out on
the recovery of the property, plant and equipment
of Bahru Stainless Sdn. Bhd., we have analyzed
the methodology of the calculations made and we
have contrasted the key assumptions used by the
Group Management with available comparable,
relevant industry factors and other external
sources. For this we have relied on internal firm
valuation experts. Moreover, we have evaluated
the competence, capacity, objectivity and
conclusions of the expert hired by the Group
Management, as well as the adequacy of their
work as audit evidence.

Additionally, we have evaluated the
reasonableness of the sensitivity analysis
disclosed in the accompanying consolidated
annual accounts.

As a result of the procedures performed, we
consider that the conclusions of the Group
Management on the estimates made and the
consequent impairment registered, as well as the
information disclosed in the accompanying
consolidated annual accounts, are adequately
supported and are consistent with the information
currently available.

Recognition of deferred tax assets

As of December 31, 2022, the accompanying
consolidated annual accounts reflect an
amount of 101,225 thousand euros of deferred
tax assets, net of an amount of 55,104
thousand euros of deferred tax liabilities, the
recovery of which depends on the generation
of positive taxable income bases in the
Corporate Tax in future years (notes 2.19, 3,j
and 19.3.3 of the attached consolidated
report). Likewise, note 19.3.2 of the attached
consolidated annual accounts discloses the
unrecognized tax credits.

First, we have proceeded to understand and
evaluate the criteria used by the Group
Management to estimate the possibilities of using
and recovering deferred tax assets in the following
years, related to business plans.



pwc

The recognition of these deferred tax assets is
analyzed by the Group Management by
estimating the tax bases for the coming years,
based on the business plans of the different
Group companies, and on the planning
possibilities that allow the tax legislation
applicable to each company and to the
consolidated tax group headed by the parent
company.

Consequently, the conclusion on the
recognition of the deferred tax assets shown in
the attached consolidated statement of
financial position is subject to significant
judgments and estimates by the Group
Management both with respect to future tax
results and to the applicable tax regulations in
the different jurisdictions where it operates.

Given the relevance of the amount recognized
and pending recognition, the significant
judgments required and estimates necessary
for the calculation of future tax bases, the
recognition of deferred tax assets is a key
matter of our audit.

Acerinox, S.A. and its subsidiaries

Based on the business plans prepared by the
Group Management, we have compared the
projected annual cash flows with those actually
achieved in 2022 and we have contrasted the key
assumptions, estimates and calculations made for
their preparation, comparing them with the
historical, comparable performance available,
relevant industry factors and other external
sources.

As part of the analysis, we have also evaluated
the tax adjustments considered for the estimation
of tax bases, the applicable tax regulations, as
well as the decisions about the possibilities of
using the tax benefits corresponding to the
different companies of the Group.

The analysis performed have made it possible to
verify that the calculations and estimates made by
the Group Management, as well as the
conclusions reached, in relation to the recognition
of deferred tax assets, are consistent with the
current situation, with the expectations of future
results of the Group and with its tax planning
possibilities available in the current legislation.

Other information: Consolidated management report

Other information comprises only the consolidated management report for the 2022 financial year, the
formulation of which is the responsibility of the Parent company’s directors and does not form an

integral part of the consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not cover the consolidated management
report. Our responsibility regarding the consolidated management report, in accordance with

legislation governing the audit practice, is to:

a)

Verify only that the consolidated statement of non-financial information, certain information

included in the Annual Corporate Governance Report and the Annual Report on Directors'
Remuneration, as referred to in the Auditing Act, have been provided in the manner required by
applicable legislation and, if not, we are obliged to disclose that fact.

b)

Evaluate and report on the consistency between the rest of the information included in the

consolidated management report and the consolidated annual accounts as a result of our
knowledge of the Group obtained during the audit of the aforementioned financial statements, as
well as to evaluate and report on whether the content and presentation of this part of the
consolidated management report is in accordance with applicable regulations. If, based on the
work we have performed, we conclude that material misstatements exist, we are required to report

that fact.

On the basis of the work performed, as described above, we have verified that the information
mentioned in section a) above has been provided in the manner required by applicable legislation and
that the rest of the information contained in the consolidated management report is consistent with that
contained in the consolidated annual accounts for the 2022 financial year, and its content and
presentation are in accordance with applicable regulations.
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Responsibility of the directors and the audit committee for the consolidated annual accounts

The Parent company’s directors are responsible for the preparation of the accompanying consolidated
annual accounts, such that they fairly present the consolidated equity, financial position and financial
performance of the Group, in accordance with IFRS-EU and other provisions of the financial reporting
framework applicable to the Group in Spain, and for such internal control as the aforementioned
directors determine is necessary to enable the preparation of consolidated annual accounts that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated annual accounts, the Parent company’s directors are responsible for

assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the aforementioned directors
either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The Parent company’s audit committee is responsible for overseeing the process of preparation and
presentation of the consolidated annual accounts.

Auditor's responsibilities for the audit of the consolidated annual accounts

Our objectives are to obtain reasonable assurance about whether the consolidated annual accounts
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with legislation governing the audit practice in Spain will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated annual accounts.

As part of an audit in accordance with legislation governing the audit practice in Spain, we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated annual accounts,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Parent company’s directors.

o Conclude on the appropriateness of the Parent company’s directors” use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated annual
accounts or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.
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) Evaluate the overall presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient and appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated annual
accounts. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with the Parent company’s audit committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the Parent company’s audit committee with a statement that we have complied with
relevant ethical requirements, including those relating to independence, and we communicate with the
aforementioned audit committee those matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the Parent company’s audit committee, we determine those
matters that were of most significance in the audit of the consolidated annual accounts of the current
period and are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

Report on other legal and regulatory requirements

European single electronic format

We have examined the digital files of the European single electronic format (ESEF) of Acerinox, S.A.
and its subsidiaries for the 2022 financial year that comprise an XHTML file which includes the
consolidated annual accounts for the financial year and XBRL files with tagging performed by the
entity, which will form part of the annual financial report.

The directors of Acerinox, S.A. are responsible for presenting the annual financial report for 2022
financial year in accordance with the formatting and markup requirements established in the
Delegated Regulation (EU) 2019/815 of 17 December 2018 of the European Commission (hereinafter
the ESEF Regulation). In this regard, the Annual Corporate Governance Report and the Annual
Report on Directors' Remuneration have been incorporated by reference in the consolidated
management report.

Our responsibility is to examine the digital files prepared by the Parent company’s directors, in
accordance with legislation governing the audit practice in Spain. This legislation requires that we plan
and execute our audit procedures in order to verify whether the content of the consolidated annual
accounts included in the aforementioned digital files completely agrees with that of the consolidated
annual accounts that we have audited, and whether the format and markup of these accounts and of
the aforementioned files has been affected, in all material respects, in accordance with the
requirements established in the ESEF Regulation.

In our opinion, the digital files examined completely agree with the audited consolidated annual
accounts, and these are presented and have been marked up, in all material respects, in accordance
with the requirements established in the ESEF Regulation.
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Report to the Parent company’s audit committee

The opinion expressed in this report is consistent with the content of our additional report to the Parent
company's audit committee dated March 28, 2023.

Appointment period

The General Ordinary Shareholders' Meeting held on June 16, 2022 appointed us as auditors of the
Group for a period of one year, for the year ended December 31, 2022.

Previously, we were appointed by resolution of the General Ordinary Shareholders' Meeting for a

period of three years and we have audited the accounts continuously since the year ended December
31, 2017.

Services provided

Services provided to the Group for services other than the audit of the accounts are disclosed in note
21 to the consolidated annual accounts.

PricewaterhouseCoopers Auditores, S.L. (S0242)

Original in Spanish signed by
Jon Toledano Irigoyen (20518)

March 30, 2022
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CONSOLIDATED ANNUAL ACCOUNTS

CONSOLIDATED FINANCIAL STATEMENTS

1. CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(Amounts in thousands of euros at 31 December 2022 and 2021)

Note 2022 2021
ASSETS
Non-current assets
Goodwill 7 51,064 51,064
Other intangible assets 7 43,437 46,578
Property, plant and equipment 8 1,649,607 1,820,308
Investment property 9 9,916 13,215
Rights of use assets 10 16,207 14,400
Investments accounted for using the equity method 5.3 390 390
Financial assets at fair value through other comprehensive income 12 394 11,125
Deferred tax assets 19 101,225 105,848
Other non-current financial assets 12 30,188 4,499
TOTAL NON-CURRENT ASSETS 1,902,428 2,067,427
Current assets
Inventories 1 2,155,542 1,776,610
Trade and other receivables 12 637,833 839,607
Other current financial assets 12 51,534 15,352
Current income tax assets 19 22,770 10,297
Cash and cash equivalents 13 1,548,040 1,274,929
TOTAL CURRENT ASSETS 4,415,719 3,916,795
TOTAL ASSETS 6,318,147 5,984,222

The accompanying Notes 1 to 22 are an integral part of these Consolidated Annual Accounts.
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(Amounts in thousands of euros at 31 December 2022 and 2021)

Note 2022 2021
LIABILITIES
Equity
Subscribed capital 14 64,931 67,637
Share premium 14 268 268
Reserves 14 1,920,753 1,532,610
Profit/(loss) for the year 14 556,054 571,882
Interim dividend 14 -74,799 0
Translation differences 14 93,923 -10,154
Other equity instruments 14 3,695 3,048
Shares of the Parent 14 -90,728 -10,251
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT
COMPANY 2,474,097 2,155,040
Non-controlling interests 14 73,596 59,822
TOTAL EQUITY 14 2,547,693 2,214,862
Non-current liabilities
Deferred income 15 27,465 18,684
Issuance of debentures and other marketable securities 12 74,850 74,750
Bank borrowings 12 1,319,182 1,293,494
Long-term provisions 16 159,058 196,540
Deferred tax liabilities 19 227,784 200,051
Other non-current financial liabilities 12 14,971 18,275
TOTAL NON-CURRENT LIABILITIES 1,823,310 1,801,794
Current liabilities
Issuance of debentures and other marketable securities 12 1,634 1,634
Bank borrowings 12 592,858 483,271
Trade and other payables 12 1,181,440 1,446,680
Current income tax liabilities 19 58,295 23,467
Other current financial liabilities 12 112,917 12,514
TOTAL CURRENT LIABILITIES 12 1,947,144 1,967,566
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 12 6,318,147 5,984,222

The accompanying Notes 1 to 22 are an integral part of these Consolidated Annual Accounts.
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2. CONSOLIDATED STATEMENT OF PROFIT OR LOSS

(Amounts in thousands of euros at 31 December 2022 and 2021)

Note 2022 2021
Revenue 17 8,688,494 6,705,739
Other operating income 17 41,025 44,763
Own works capitalized 17 27,371 2,187
Changes in inventories of finished goods and work in progress 211,473 441,136
Supplies -5,844,532 -4,717,322
Staff costs 17 -653,763 -591,425
Depreciation and amortisation charge 7.8,9,10 -192,935 -179,103
Other operating expenses 17 -1,197,459 -896,268
Impairment of assets 7.8 -203,905 0
OPERATING INCOME 875,769 809,707
Finance income 18 26,073 2,921
Finance costs 18 -62,799 -45,280
Exchange differences 18 -4,624 1,610
Revaluation of financial instruments at fair value 18 -3,141 -3,229
Impairment and loss on disposal of financial instruments 18 -3 0
PROFIT FROM ORDINARY ACTIVITIES 831,275 765,729
Income tax 19 -260,412 -179,710
Other taxes 19 -477 -512
PROFIT/(LOSS) FOR THE YEAR 570,386 585,507
Attributable to:
NON-CONTROLLING INTERESTS 14,332 13,625
NET PROFIT (LOSS) ATTRIBUTABLE TO THE GROUP 556,054 571,882
Basic and diluted earnings per share (in euros) 14.9 2.16 2.1

The accompanying Notes 1 to 22 are an integral part of these Consolidated Annual Accounts.
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3. CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Amounts in thousands of euros at 31 December 2022 and 2021)

Note 2022 2021

A) RESULTS OF THE STATEMENT OF PROFIT OR LOSS 570,386 585,507
B) OTHER COMPREHENSIVE INCOME - ITEMS NOT RECLASSIFIED TO 30008 10 514
PROFIT OR LOSS FOR THE PERIOD ! !
1. Arising frolrn v_aluation of equity instruments at fair value through other 1225 502 2.908
comprehensive income
2. Arising from actuarial gains and losses and other adjustments 16.1 43,999 12,391
3. Tax effect 19 -14,493 -4,785
C) OTHER COMPREHENSIVE INCOME - ITEMS THAT MAY BE 142 522 129 263
RECLASSIFIED TO PROFIT OR LOSS FOR THE PERIOD ! !
1. Arising from cash flow hedges

- Valuation gains / (losses) 12.2.6 55,500 7,908

- Amounts transferred to the statement of profit or loss 12.2.6 -1,776 3,471
2. Translation differences

- Valuation gains / (losses) 103,481 121,050

- Amounts transferred to the statement of profit or loss
3. Tax effect 19 -14,683 -3,166
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 742,916 725,284
a) Attributed to the parent company 729,173 711,987
b) Attributed to non-controlling interests 13,743 13,297

The accompanying Notes 1 to 22 are an integral part of these Consolidated Annual Accounts.
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4. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Amounts in thousands of euros at 31 December 2022 and 2021)

Equity attributable to shareholders of the parent company

Retained earnings

Reserves for

Non-controlling

Subscribed Sha_re reserves (includes rezfa\r:‘voar:\ion Cis:dggw adruasigw\l/:‘m‘:i to R:if‘;;f‘;?r Tfanslatlon Other equity Treasury I!wt_erlm TOTAL interests O BRI
capital premium protfr\’te/(;/oesasr))for current reserves financial assets adjustments differences instruments shares dividend
assets

Equity 31/12/2020 67.637 258 1,643,237 5,242 -8.,485 -2,553 -2,51 -131,919 2,170 -1,062 1,572,014 42,966 1,614,980
Profit/(loss) for the year 2021 Note 571,882 571,882 13,625 585,507
Ezgnmc;a(\na:ts::st:)t()falr value through other comprehensive 1225 2,183 2,183 2183
Cash flow hedges (net of tax) 12.2.6 8,213 8,213 8,213
Actuarial valuation of employee benefit obligations (net of tax) 16.1 8,331 8,331 8,331
Translation differences 14.4 121,378 121,378 -328 121,050
Income and expenses recognised in equity o} [o] [o] [o] 8,213 2,183 8,331 121,378 0] 0 0 140,105 -328 139,777
Total comprehensive income 0 0 571,882 0 8,213 2,183 8,331 121,378 (0] 0 0 711,987 13,297 725,284
Dividends paid 14.2 -135,226 -135,226 -135,226
Transactions with shareholders o] 0 -135,226 0 0 o] (o} (o} (o} (o] o] -135,226 (o] -135,226
Acquisition of treasury shares 14.1 -9,418 -9.418 -9,418
Acquisition of non-controlling interests 5.2 -3,912 387 -3,525 3,525

Long-term incentive plan for senior executives 16.1.3 628 878 229 1,735 34 1,769
Hyperinflation adjustments 14.6 342 342 342
Other changes 14.4 10 17,121 17.131 17,131
Equity 31/12/2021 67,637 268 2,094,072 5,242 -272 -370 5,820 -10,154 3,048 -10,251 2,155,040 59,822 2,214,862
Profit/(loss) for the year 2022 556,054 556,054 14,332 570,386
ilinwzgrnnc;a(\nesests:;st:)t()fair value through other comprehensive 1225 370 370 370
Cash flow hedges (net of tax) 12.2.6 39,041 39,041 39,041
Actuarial valuation of employee benefit obligations (net of tax) 16.1 29,631 29,631 7 29,638
Translation differences 14.4 104,077 104,077 -596 103,481
Income and expenses recognised in equity 0o 0 0 0 39,041 370 29,631 104,077 [} 0 o 173,119 -589 172,530
Total comprehensive income (o] [o] 556,054 [o] 39,041 370 29,631 104,077 (0] 0 0 729,173 13,743 742,916
Interim dividend -74,799 -74,799 -74,799
Dividends paid 14.2 -129,850 -129,850 -129,850
Transactions with shareholders o] 0 -129,850 0 0 o] (o} 0 0 o] -74,799 -204,649 0 -204,649
Acquisition of treasury shares 14.1 -206,005 -206,005 -206,005
Amortisation of treasury shares 14.1 -2,706 -121,588 124,294

Long-term incentive plan for senior executives 16.1.3 -810 647 1,234 1,071 31 1,102
Hyperinflation adjustments 14.6 973 973 973
Ss;up\tr:r:es:s\i/:fi:cr;ar:ceial assets at fair value through other 1225 803 803 803
Other changes 14.4 -703 -703 -703
Equity 31/12/2022 64,931 268 2,397,345 5,242 38,769 35,451 93,923 3,695 -90,728 -74,799 2,474,097 73,596 2,547,693

The accompanying Notes 1 to 22 are an integral part of these Consolidated Annual Accounts.
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5. CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands of euros at 31 December 2022 and 2021)

Note 2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Profit (loss) before tax 831,275 765,729
Adjustments to the result:
Depreciation of fixed assets 7,8,9,10 192,935 179,103

8.1

Impairment losses 290,561 -4,019
Changes in provisions 19,130 19,515
Allocation of subsidies 15 -7,522 -5,583
Gain or loss on disposal of fixed assets 8.9 150 -2,078
Gain (loss) on disposal of financial instruments 3
Changes in fair value of financial instruments 3,238 14,404
Finance income 18 -26,074 -2,921
Finance costs 18 62,799 45,280
Other income and expenses -14,715 15,303
Variations in working capital:
(Increase)/decrease in trade and other receivables 194,322 -306,348
(Increase) / decrease in inventories -432,423 -560,381
Increase / (decrease) in trade and other payables -306,199 406,943
Other cash flows from operating activities
Interest payments -50,050 -42,976
Interest income 24,890 2,709
Income tax paid -238,237 -136,866
NET CASH FLOW PROVIDED BY OPERATING ACTIVITIES 544,083 387,814
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment -134,044 -99,451
Acquisition of intangible fixed assets -2,673 -2,691
Acquisition of other financial assets -1,811 -1,175
Proceeds from disposal of property, plant and equipment 2,004 12,699
Proceeds from disposal of other financial assets 10,158 116
Dividends received 866 66
NET CASH FLOWS PROVIDED BY INVESTING ACTIVITIES -125,500 -90,436
Acquisition of treasury shares 14 -206,004 -9,418
Collection of third-party resources 12.2.3 1,028,740 740,799
Repayment of interest-bearing liabilities 12.2.3 -908,921 -585,841
Dividends paid 14 -129,850 -135,226
NET CASH FLOWS PROVIDED BY FINANCING ACTIVITIES -216,035 10,314
NET INCREASE IN CASH AND CASH EQUIVALENTS 202,548 307,692
Cash and cash equivalents at beginning of year 13 1,274,929 917,118
Effect of changes in exchange rates 70,563 50,119
CASH AND CASH EQUIVALENTS AT YEAR-END 13 1,548,040 1,274,929

The accompanying Notes 1 to 22 are an integral part of these Consolidated Annual Accounts.
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6. NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS

NOTE 1 - GENERAL INFORMATION

Name of the Parent: Acerinox, S.A. (hereinafter, “the Company”).

Incorporation: the Company was incorporated as a public limited liability company for an indefinite period of
time on 30 September 1970.

Registered office: calle Santiago de Compostela, n°® 100, Madrid - Spain.
Company object and main business activities: The Group’s main business activities, which coincide with the

Company object, consist of the manufacture, processing and marketing of stainless steel products and special
alloys. These activities are performed through its subsidiaries.

The Acerinox Group is a3 leading global manufacturer of stainless steel, distinquished by its widespread
presence in Europe, significant leadership across the United States and Africa, and the leader in high-
performance alloys worldwide. Its activity is divided into two main divisions: the manufacture of stainless
steel and the manufacturing of high-performance alloys.

The Group has six stainless steel plants on four continents, located in Campo de Gibraltar (Spain), Ponferrada
(Spain) and Igualada (Spain), Ghent (Kentucky, USA), Middleburg (Mpumalanga, South Africa) and Johor Bahru
(Malaysia). In addition, it has five high-performance alloy plants in Germany (Unna, Duisburg, Siegen, Werdohl
and Altena) and two more in the USA (New Jersey and Nevada). The Group also has an extensive distribution
network that enables it to sell in more than 80 countries. The Group boasts a steel production capacity of 3.5
million tonnes.

Note 5 details all the companies included in the scope of consolidation of Acerinox and the business activities
they each perform.

The Parent’s main business activity is that of a holding company, in its condition as the Parent of the Acerinox
Group. Acerinox, S.A., approves and supervises the strategic business areas. It also provides various corporate
services (including legal, accounting and consulting) and is responsible for the management and
administration of financing within the Group.

Fiscal year: The fiscal year of Acerinox, S.A. and of all its Group companies covers 12 months. It begins on 1
January and ends on 31 December.

Authorisation for issue of the financial statements: These consolidated annual accounts were authorised for
issue by the Board of Directors of Acerinox, S.A., on 28 March 2023.

NOTE 2 — ACCOUNTING POLICIES

These consolidated annual accounts of the Group were prepared in accordance with the International
Financial Reporting Standards (IFRSs) and related interpretations (IFRICs) adopted by the European Union (EU-
IFRSs hereinafter) and with the other provisions of the applicable regulatory financial reporting framework.

The Annual Accounts for 2022 were prepared using the same accounting principles (EU-IFRSs) as were used
for 2021, except for the amendments adopted by the European Union and mandatorily applicable from 2022
onwards, which were as follows:

Property, Plant and Equipment - Proceeds before Intended Use (Amendments to IAS 16): The
amendments to the standard prohibit the deduction from the cost of property, plant and equipment
of any proceeds from the sale of items produced while an entity is preparing the asset for its
intended use. The proceeds from the sale of any such samples, together with the related production
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costs, must be recognised in profit or loss. The amendments also clarify that an entity is considered
to be testing whether an asset functions correctly when it assesses the asset’s physical and technical
performance. That is to say, the asset’s financial performance is not relevant to this assessment.
Therefore, an asset could be ready to operate in the manner intended by management and be
subject to depreciation before the level of operation expected by management is achieved. Until the
reporting date, the Group had always recognised in profit or loss the proceeds from the sale of items
produced while the assets were being readied for their intended use; accordingly, the application of
these amendments did not have any impact on the Group. With regard to the date on which the
items are ready for their intended use, as established in the Group’s policies, an asset is considered to
be ready for its intended use, and can therefore begin to be depreciated, when it is in the location
and condition necessary for it to be capable of operating in the manner intended by management.

Onerous Contracts - Costs of Fulfilling a Contract (Amendments to IAS 37): these amendments
explain that the direct cost of fulfilling a contract includes the incremental costs of fulfilling that
contract or an allocation of other costs that relate directly to fulfilling contracts. They also clarify that
before recognising a separate provision for an onerous contract, the entity shall recognise any
impairment losses on the assets used to fulfil the contract, . The application of this standard has had
no impact.

Reference to the Conceptual Framework (Amendments to IFRS 3): IFRS 3 has been updated to refer
to the 2018 Conceptual Framework in order to determine what constitutes an asset or a liability in a
business combination. Also, a new exception was added in IFRS 3 for liabilities and contingent
liabilities. The Group will take the amendments into consideration in future business combinations. No
new business combinations took place during the year.

Annual Improvements to IFRSs. 2018-2020 cycle: these amendments affect IFRS 1, IFRS 9, IFRS 16
and IAS 41 and apply to annual reporting periods beginning on or after 1 January 2022. No impact on
the Group.

IFRS 1 “First-time adoption of IFRS”: IFRS 1 allows an exemption if a subsidiary adopts
IFRS at a later date than its parent. This amendment allows entities that have taken this
exemption to also measure cumulative translation differences using the amounts
recorded by the parent company, based on the date of transition of the latter to IFRS. No
impact on the Group as there are no entities that have adopted IFRS subsequent to the
parent company.

IFRS 9 “Financial instruments”: The amendment establishes that costs or fees paid to
third parties should not be included in the 10% test for derecognition of financial
liabilities. No impact on the Group as this type of expenditure has never been taken into
account.

There are new standards, amendments and interpretations which will be mandatorily applicable in the coming
years and have not been applied early.

The standards, interpretations and amendments approved by the European Union and applicable as of 1
January 2023 which have not been adopted in advance by the Group and which could have an impact, are as
follows:

IAS 1 (Amendment) - Disclosure of accounting policies: IAS 1 has been amended to improve
disclosures about accounting policies to provide more useful information to investors and other
primary users of financial statements. The effective date of application of these amendments is 1
January 2023. The Group will apply the standard once it becomes mandatory.

IAS 8 (Amendment) - Definition of accounting estimates: IAS 8 has been amended to help distinguish
between changes in accounting estimates and changes in accounting policies. The effective date of
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application of these amendments is 1 January 2023. The Group will apply the standard once it
becomes mandatory, although it is not expected to have a significant impact.

IAS 12 (Amendment) - Deferred tax related to assets and liabilities arising from a single transaction:
In certain circumstances, under IAS 12, companies are exempt from recognising deferred taxes when
they first recognise assets or liabilities (“initial recognition exemption”). Previously, there was some
uncertainty as to whether the exemption applied to transactions such as leases and decommissioning
obligations, transactions for which both an asset and a liability are recognised upon initial recognition.
The amendment clarifies that the exemption does not apply and therefore, there is an obligation to
recognise deferred taxes on such transactions. The amendment is effective for tax years beginning
on or after 1 January 2023, although earlier application is permitted. No relevant impact on the
Group.

The standards, interpretations and amendments that have not been adopted by the European Union and
which have not been adopted in advance by the Group, but which could have an impact, are detailed below:

Amendments to IFRS 10 and IAS 28: these amendments clarify the accounting treatment of sales and
contributions of assets between an investor and its associates and joint ventures. The amendments
only apply when an investor sells or contributes assets to its associate or joint venture. The Group
does not expect the application of this standard to have any impact as the investments in associates
are insignificant and no such contributions have been made to date.

IFRS 16 (Amendment) - “Lease liability on sale and leaseback”: IFRS 16 included requirements for
accounting for sale and leaseback contracts at the time the transaction is completed. However, it did
not specify how to account for the transaction after that date. This amendment now specifies this
accounting method. The effective date of application of this amendment is 1 January 2024, although
its early adoption is allowed. These amendments have not yet been approved for use in the European
Union. The Group does not expect the application of these amendments to have any impact on its
consolidated financial statements.

These Consolidated Annual Accounts of the Group were formally prepared by the Parent’s directors to present
fairly the Group’s consolidated equity and consolidated financial position as at 31 December 2022 and 2021,
and the consolidated results of its operations, the changes in consolidated equity and the consolidated cash
flows of the Group for the years then ended.

The figures for 2022 are presented for comparison purposes with last financial year’s figures for each item in
the Annual Accounts.

These consolidated annual accounts were prepared in euros, rounding the figures off to the nearest thousand,
and were prepared on a historical cost basis, except for the following assets and liabilities which were
measured at fair value: derivative financial instruments, financial assets at fair value through other
comprehensive income and the defined benefit plans. Inventories were measured at the lower of cost and net
realisable value. For the Group’s company in Argentina (Acerinox Argentina, S.A.), the rules relating to
hyperinflationary economies are applied, as established in Note 14.6.

These consolidated annual accounts were prepared on the basis of the separate accounting records of the
Parent and of each of the subsidiaries that make up the Acerinox Group. The consolidated annual accounts
include certain adjustments and reclassifications made to unify the accounting and presentation policies
applied by the Group companies with those applied by the Company. The consolidation principles applied are
detailed in Note 2.5.

For the fiscal year beginning on 1 January 2022 and ending on 31 December 2022 the three German
companies of the High Performance Alloys Division (VDM Metals Holding GmbH, VDM Metals GmbH and VDM
Metals International GmbH) have availed themselves of the exemption permitted under section 291.1 HGB
(Handelsgesetzbuch, German Commercial Law) and section 264.3 of the same Law. These exemptions free
them from the obligation to present consolidated financial statements of the VDM subgroup, as they are part
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of a Group that consolidates and presents its financial statements, and also allow them certain simplifications
in the authorisation for issue of separate financial statements.

Preparation of the consolidated annual accounts in accordance with EU-IFRS standards requires the Parent
Company’s directors to make certain judgements, estimates and assumptions that affect the application of
the accounting policies and, therefore, the figures presented in the consolidated statement of financial
position and consolidated statement of profit or loss. The estimates made are based on historical experience
and other factors that are considered reasonable. The Group could revise such estimates if changes were to
occur in certain events or circumstances. The areas requiring the greatest degree of judgement in applying
EU-IFRSs and those involving estimates that are significant for the consolidated financial statements are
disclosed in Note 3. Also, Note 4 provides qualitative and quantitative information on the risks assumed that
could affect future years.

The Consolidated Annual Accounts for 2021 were approved by the shareholders at the Annual General
Meeting held on 16 June 2022. The Group’s Consolidated Annual Accounts for 2022 have not yet been
approved by the shareholders at the Annual General Meeting. The Company’s Board of Directors considers
that these consolidated annual accounts will be approved by the shareholders at the Annual General Meeting
without any changes.

The consolidated annual accounts were prepared in accordance with the going concern basis of accounting.
Revenue and expenses are recognised on an accrual basis and not on the basis of their dates of collection or
payment.

Subsidiaries

Subsidiaries are companies over which the Company directly or indirectly exercises control. The Company is
deemed to exercise control when it is exposed, or has rights, to variable returns from its involvement with the
subsidiary and has the ability to affect those returns through its power over the subsidiary. Also, the Company
is deemed to have power when it has existing substantive voting rights that give it the current ability to
govern the financial and operating activities and policies of the subsidiary.

The financial statements of the subsidiaries are included in the annual consolidated annual accounts from the
date on which the Group obtains control, and are excluded from consolidation on the date that control ceases
to exist.

The Group assesses the date on which control is obtained, also taking into account the possible restrictions
established in the contracts that prevent control from being obtained until circumstances that are beyond the
Group’s control arise, such as approval by an international body or any other condition precedent provided for

in the contract.

The Group took into account potential voting rights to assess the degree of control it exercises over the Group
companies.

The accounting policies of the subsidiaries were adapted to the Group’s accounting policies.

All the subsidiaries that form part of the Acerinox Group and were included in the scope of consolidation at 31
December 2022 and 2021 are listed in Note 5.

Non-controlling interests

“Non-Controlling Interests” represents the portion of the Group’s profit or loss and net assets attributable to
non-controlling interests. The share of non-controlling interests both in the Group’s net assets and in
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comprehensive income for the year are presented separately in consolidated equity, in the consolidated
statement of profit or loss and in the consolidated statement of comprehensive income.

Non-controlling interests in the subsidiaries acquired are recognised at the date of acquisition at the
proportionate share of the fair value of the net identifiable assets.

The profit or loss and each component of other comprehensive income are allocated to the equity attributable
to shareholders of the Parent and to non-controlling interests in proportion to their relative interests, even if
this results in the non-controlling interests having a deficit balance.

When the share of equity held by non-controlling interests changes, the Group adjusts the carrying amount of
the controlling and non-controlling interests to reflect the changes that have arisen in its relative interests in
the subsidiary. The Group recognises directly in equity the difference between the amount by which the non-
controlling interests are adjusted and the fair value of the consideration paid or received, and attributes that
difference to the owners of the Parent. The profit or loss attributable to the non-controlling shareholder from
the date of acquisition is recognised as profit or loss attributable to non-controlling interests.

The Group assesses whether there are any clauses or financial instruments in contracts with non-controlling
interests that could oblige the entity to deliver cash or another financial asset, or to settle it as if it were a
financial liability, in order to determine its classification and measurement. For this purpose, all the terms and
conditions agreed between the members of the Group and the holders of the instrument are considered. To
the extent that there is an obligation or settlement provision, the instrument is classified as a financial liability
in the consolidated financial statements.

These options are occasionally conditional on the occurrence of an uncertain future event beyond the control
of both the issuer and the holder of the instrument. If, in addition, the issuer of such an instrument does not
have the unconditional right to avoid delivering cash or another financial asset, it is deemed to be a financial
liability of the issuer unless, inter alia, the part of the contingent settlement provision that could require
settlement in cash or another financial asset is not genuine, i.e. is extremely exceptional, highly abnormal and
very unlikely.

Associates

Associates are all entities over which the Group exercises significant influence in relation to financial and
operating decisions, but over which it does not have control or joint control. In general terms, the Group is
considered to exercise significant influence when it holds more than 20% of the voting power.

The financial statements of the associates are included in the consolidated financial statements using the
equity method. The Group’s share of the post-acquisition profits or losses of its associates is recognised in
profit or loss for each year with a credit or charge to “Share of Results of Companies Accounted for Using the
Equity Method” in the consolidated statement of profit or loss.

Losses of associates attributable to the Group are limited to the value of the net investment, since the Group
has not incurred legal or constructive obligations.

The Group does not have any significant investments in associates.
Business combinations

The Group applied IFRS 3, “Business Combinations” (revised 2008) to business combinations carried out on or
after 1 January 2010.

The Group applies the acquisition method for business combinations.

The acquisition date is that on which the Group obtains control of the acquiree. The Group considers that control
is obtained when the investor, due to its involvement with the acquiree, is exposed, or has rights, to variable
returns and has the ability to affect those returns through its power over the investee. In an acquisition, the
Group is generally deemed to have obtained control when the consideration is legally transferred and the assets
and liabilities of the acquiree are acquired and assumed, respectively. However, control may be obtained at a
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prior date if, by means of a written agreement, a prior date of obtainment of control is envisaged. The Group
considers all pertinent facts and circumstances in order to identify the acquisition date.

The consideration transferred in a business combination is calculated as the sum of the acquisition-date fair
values of the assets transferred, the liabilities incurred or assumed, the equity interests issued and any
contingent consideration that depends on future events or the fulfilment of certain conditions in exchange for
control of the acquiree.

The consideration transferred excludes any amounts that are not part of the exchange for the acquiree. The
costs associated with an acquisition are recognised as expenses on an accrual basis.

The Group recognises at their acquisition-date the fair value of assets acquired, the liabilities assumed and any
non- controlling interest in the acquiree. The liabilities assumed also include contingent liabilities to the extent
that they represent present obligations that arise from past events and their fair value can be measured reliably.
In addition, at the acquisition date the Group recognises the indemnification assets granted by the seller
following the same measurement criteria of the indemnification item of the acquired business, considering,
where appropriate, the insolvency risk and any contractual limitation on the indemnified amount.

Until they are settled, cancelled or expire, contingent liabilities are measured at the higher of the amount initially
recognised less the amounts that should be recognised in profit or loss in accordance with the standard on
recognition of revenue from customers and the amount that would be recognised in accordance with the
standard on measuring provisions.

The following are exempted from the application of the general measurement criteria: non-current assets and
disposal groups classified as held for sale, long-term defined benefit obligation liabilities, share-based payment
transactions, deferred tax assets and liabilities and intangible assets arising from the acquisition of previously
granted rights, which shall be measured in accordance with their respective accounting policies.

The assets acquired and liabilities assumed are classified and designated for subsequent measurement on the
basis of the contractual terms, economic conditions, operating and accounting policies and other pertinent
conditions existing at the acquisition date, except in the case of leases in which the business acquired is the
lessor, and insurance contracts.

The acquirer’s application of the recognition principle and conditions may result in recognising some assets and
liabilities that the acquiree had not previously recognised as assets and liabilities in its financial statements.

Any excess of the consideration transferred plus the value assigned to the non-controlling interests over the net
amount of the assets acquired and the liabilities assumed is recognised as goodwill.

If the business combination can only be provisionally calculated, the identifiable net assets are initially recognised
at their provisional amounts, recognising the valuation adjustments made in the measurement period as if they
had been known at the acquisition date and restating, where applicable, the comparative figures for the
previous year. In any event, adjustments to provisional amounts only reflect information on facts and
circumstances that existed at the acquisition date and, if known, would have affected the measurement of the
amounts recognised at that date. The measurement period will end as soon as the acquirer receives the
information it was seeking about facts and circumstances that existed at the date of acquisition or concludes
that no further information can be obtained. However, such measurement period shall not exceed one year from
the date of acquisition.

After the measurement period ends, the initial accounting for a business combination is revised only to correct
an error.
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Balances and transactions eliminated on consolidation

Intra-Group balances and transactions, as well as unrealised gains or losses with third parties arising from
such transactions, are eliminated on preparation of the consolidated annual accounts.

Functional and presentation currency

The items included in the annual accounts of each Group company are measured using the currency of the
primary economic environment in which the company operates (its functional currency). The functional
currency of the majority of the Group companies is the local currency, except for Bahru Stainless, NAS
Canada and NAS México, the functional currency of which is the US dollar.

The consolidated annual accounts are presented in thousands of euros, since the euro is the functional and
presentation currency of the Parent.

Foreign currency transactions, balances and cash flows

Foreign currency transactions are translated to the functional currency using the exchange rate prevailing at
the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the reporting date at the
exchange rates then prevailing. Any exchange differences that arise from such translation are recognised in
the consolidated statement of profit or loss.

Non-monetary assets and liabilities denominated in foreign currencies and recognised at historical cost are
translated to the functional currency using the exchange rates prevailing at the date of the transaction. The
historical cost of non-monetary assets belonging to countries considered to be hyperinflationary is
remeasured at the end of each reporting period, applying a price index to express them in terms of the
measuring unit current at the end of the reporting period. Section d) includes a detailed description of the
measurement of line items corresponding to hyperinflationary economies.

Non-monetary assets and liabilities denominated in foreign currencies and measured at fair value are
translated to the corresponding functional currency by applying the measurement date exchange rate.
Exchange differences on non-monetary items measured at fair value are presented as a component of the
fair value gain or loss.

In presenting the consolidated statement of cash flows, cash flows arising from transactions in a foreign
currency are translated to the functional currency by applying the exchange rates prevailing at the date of the
cash flow.

Exchange differences resulting from the settlement of foreign currency transactions and from translation to
the functional currency of monetary assets and liabilities denominated in foreign currency are recognised in
profit or loss.

Translation of foreign operations

For the preparation of the Group’s Consolidated Financial Statements, the assets and liabilities of the
companies whose functional currency is not the euro are translated to euros by applying the exchange rates
prevailing at the reporting date; on the other hand, income and expenses are measured at the average
exchange rate for the period. Any exchange differences arising from that measurement are recognised as a
separate component of equity and of the consolidated statement of comprehensive income (“Translation
Differences”). The translation differences are reclassified to profit or loss when the company that generates
them ceases to form part of the Group.
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The Group applied the exemption for first-time application provided for in IFRS 1 in relation to cumulative
translation differences and, accordingly, the translation differences recognised in the consolidated annual
accounts that were generated prior to 1 January 2004 are shown in retained earnings in reserves.

In presenting the consolidated statement of cash flows, cash flows, including the comparative balances of
foreign subsidiaries, are translated to euros by applying the same criteria as those applied for the restatement
of the financial statements.

Restatement of financial information concerning hyperinflationary economies

On 1 July 2018, Argentina was declared to be a hyperinflationary economy, as it met the classification
requirements established in IAS 29. The Acerinox Group has an entity in Argentina, as detailed in Note 5.

The financial statements of an entity that reports in the currency of a hyperinflationary economy are stated in
terms of the measuring unit current at the reporting date. Both the comparative figures for the previous year
and the information for prior periods are restated only when they are significant for the Group, in terms of the
measuring unit current at the end of the reporting period. Since most of the non-monetary items are
recognised at historical cost, the restated cost of each item is determined by applying to the historical cost
and to the accumulated depreciation and amortisation charge the change in a general price index from the
date of acquisition until the end of the reporting period. The Group did not restate the balances for prior years
since the impact is not significant.

At the beginning of the first period of application of this standard, the components of owners’ equity, except
retained earnings and asset revaluation surpluses, shall be restated by applying a general price index to the
various items from the dates on which they were contributed or from the date on which they otherwise arose.
The restated retained earnings shall arise from the remaining amounts in the consolidated statement of
financial position. At the end of the first period and in subsequent periods, all the components of equity shall
be restated by applying a general price index from the beginning of the period, or from the contribution date,
if later.

All the items in the statement of comprehensive income shall be stated in the monetary unit current at the
end of the reporting period. For this purpose, all the amounts shall be restated to reflect the change in the
general price index from the date on which the income and expenses were included in the financial
statements.

Gains or losses arising from the net currency position shall be included in profit or loss for the year.

Note 14.6 includes the impacts of the measurement of the financial statements of Acerinox Argentina
pursuant to this standard both in 2022 and 2021.

The Group recognises an intangible asset only if it is probable that the expected future economic benefits that
are attributable to the asset will flow to the entity and if the cost of the asset can be measured reliably.

The Group recognises all the intangible assets identified in a business combination separately from goodwill,
irrespective of whether the acquiree had recognised the asset prior to the business combination occurring.

Intangible assets are initially recognised at cost. The cost of intangible assets acquired in a business
combination is equal to the acquisition-date fair value. The fair value of an intangible asset will reflect the
expectations of the market participants at the acquisition date about the probability that the expected future
economic benefits embodied in the asset will flow to the entity.

Goodwill
Business combinations are accounted for using the acquisition method. Goodwill represents the excess of the

cost of acquisition of the Group’s interest over the fair value of the identifiable net assets of the acquiree at
the acquisition date (assets, liabilities and contingent liabilities).
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In the case of the Acerinox Group, the goodwill recognised in the consolidated financial statements includes
mainly the goodwill that arose in 2020 on acquisition of all the shares of VDM Metals holding, GmbH.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is not
amortised but rather is assessed annually (or more frequently if events indicating a potential impairment loss
on the asset are identified) for impairment, pursuant to IAS 36. Accordingly, goodwill is allocated to each of
the cash-generating units of the company to which the economic benefits of the business combination
synergies are expected to flow. (See Note 2.11). If the recoverable amount of the cash-generating unit is
lower than the carrying amount of the goodwill, the corresponding impairment loss shall be recognised. The
recoverable amount of the cash- generating units to which the Group’s goodwill is allocated is determined
based on calculations of their value in use. (See Note 2.11).

Gains from a bargain purchase arising from a business combination are recognised directly in profit or loss,
once the assets, liabilities and contingent liabilities of the acquiree have been remeasured, as established in
the standard.

Internally generated goodwill is not recognised as an asset.
Internally generated intangible assets

Research expenditure aimed at acquiring new scientific or technical knowledge is recognised as an expense in
the consolidated statement of profit or loss when incurred.

Development expenditure relating to research findings applied to produce new products and processes, or to
significantly improve existing products and processes, is capitalised if the product or process is considered
technically and commercially feasible, if the Group has the resources required to complete the development
programme and if it is considered that it will generate future cash flows that will enable its recovery.

Development expenditure is capitalised by crediting “In-house Work on Non-Current Assets” in the
consolidated statement of profit or loss. The capitalised costs include the cost of materials, direct labour and
directly attributable general expenses.

The Group does not capitalise development expenditure in cases in which, following the start-up of the
project, the future cash flows of the projects obtained through research and development activities are not
monitored.

The costs incurred in performing activities for which the costs attributable to the research phase cannot be
clearly distinguished from those corresponding to the intangible asset development phase are recognised in
the consolidated statement of profit or loss.

Capitalised development expenditure is not amortised when the project is under way. Once these projects
have been successfully concluded, the expenditure is amortised systematically over their estimated useful
lives. In the event that the circumstances that permitted capitalisation of the project expenditure change, the
portion not yet amortised is taken to profit or loss in the year of the change in circumstances.

The findings of the R&D+i activities are patented in some cases, especially in the Group’s new division dedicated
to the manufacture of high-performance alloys.

As a result of the business combination carried out through the acquisition of VDM Group, the Group recognised
an asset for the fair value of some of the high-performance alloy patents held by the VDM Group at the
acquisition date and which were expected to generate economic benefits in the coming years. The fair value was
estimated using the relief from royalty (RFR) method.

Customer portfolio

As part of the business combination with the acquisition of the VDM Group, the Group recognised an intangible
asset arising from the acquired company’s customer portfolio.
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The Group considers that the relationship with customers arising from a business combination is an identifiable
asset provided that it arises from contractual or other legal rights, the rights are separable and they are
expected to generate future economic benefits. It is an asset with a finite useful life.

VDM has a long history of enduring relationships with customers, which are formalised through agreements.
The multi-period excess earnings method was used to measure this group of intangible assets.
Computer software

Acquired licenses for computer software are capitalised based on the costs incurred to acquire them and
prepare them for use of the specific software.

Computer software development and maintenance costs are recognised as such on an accrual basis.

Costs directly related to the production of unique and identifiable computer software by the Group, provided
that they are likely to generate economic benefits exceeding those costs over more than one year, are
recognised as intangible assets. The capitalised costs include direct labour and directly attributable general
expenses.

Depreciation and amortisation

Intangible assets with finite useful lives are amortised systematically over the years of their useful life.
Intangible assets are amortised from the date on which they become ready for use.

The estimated useful lives are as follows:

Intellectual property: 5 years
Patents: 14 years

Customer portfolio: 15 years
Computer software: 2-5 years

The Group does not have any intangible assets with an indefinite useful life.

The residual value, the depreciation method and the useful life of the assets are reviewed, and adjusted if
necessary, at each reporting date. Changes in the criteria initially established are accounted for as a change in
estimate.

Owned assets

Property, plant and equipment are stated at cost or deemed cost less any accumulated depreciation and any
recognised impairment losses. Property, plant and equipment acquired in business combinations are
recognised at acquisition-date fair value.

In the event that an item of property, plant and equipment requires a period of time to get ready for its
intended use, it is classified as property, plant and equipment in the course of construction. An asset is
considered to be ready for its intended use when it is in the location and condition necessary for it to be
capable of operating in the manner intended by management. Once in use, it is reclassified to the
corresponding category of property, plant and equipment, depending on its nature.

The cost of the property, plant and equipment constructed by the Group is determined by following the same
principles that would be used had it been acquired, also taking into account the criteria established for the
production cost of inventories. The production cost is capitalised by crediting the costs attributable to the
asset to accounts under “In-house Work on Non-Current Assets” in the consolidated statement of profit or
loss.
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Borrowing costs arising from loans directly related to financing the construction of items of property, plant
and equipment are capitalised as a portion of the cost until the start-up of the asset. Also, the Group
capitalises certain borrowing costs corresponding to loans that are not directly earmarked for the financing of
investments, applying a capitalisation rate to the amounts used to finance these assets. This capitalisation
rate is calculated based on the weighted average of the borrowing costs applicable to loans received by the
entity which differ from those specifically designated to finance the asset. The amount of the capitalised costs
does not in any case exceed the total amount of borrowing costs incurred in the period.

The cost of property, plant and equipment includes the costs related to major repairs, which are capitalised
and depreciated over the estimated period until the next major repair.

After initial recognition of the asset and once it is ready for use, only the costs incurred for improvements that
it is probable will give rise to future economic benefits and that can be measured reliably are capitalised. In
this connection, the costs of day-to-day servicing of property, plant and equipment are recognised in profit or
loss as they are incurred.

The Group classifies spare parts as inventories, unless they are expected to be used for more than one year,
in which case they are classified as property, plant and equipment and are depreciated over their useful life.
Once a spare part has been used to replace a damaged part, it is written off at its carrying amount. Property,
plant and equipment spare parts are classified under “Plant and Machinery” in the breakdown of property,
plant and equipment in Note 8.

Gains or losses on the sale or disposal of property, plant and equipment are recognised in profit or loss as
operating income or expenses.

Depreciation and amortisation
Items of property, plant and equipment are depreciated systematically on a straight-line basis over the years
of their useful life. For these purposes, depreciable amount is understood to be acquisition or deemed cost
less residual value. The Group calculates the depreciation charge separately for each part of an item of
property, plant and equipment whose cost is significant in relation to the total cost of the item.
The residual value, the depreciation method and the useful life of the assets are reviewed, and adjusted if
necessary, at each reporting date. Changes in the criteria initially established are accounted for as a change in

estimate.

Land is not depreciated, unless it is acquired in usufruct for a certain number of years, in which case it is
depreciated over the term of the usufruct.

Property, plant and equipment are depreciated over the following years of useful life:
Buildings: 10-50

Plant and machinery: 3-30
Other items of property, plant and equipment: 2-10

Investment property is considered to consist of the buildings owned by the Group that are not occupied by it
and are held to earn returns, either through rental or for capital appreciation.

The Group only transfers items between “Property, Plant and Equipment” and “Investment Property” when a
change in the use of the property occurs.

Investment property is initially recognised at cost, including transaction costs. After initial recognition, the
Company applies the same requirements established for property, plant and equipment.

Lease income is recognised as indicated in Note 2.20-b.
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At inception of a contract, the Group assesses whether the contract is, or contains, a lease. A contract is, or
contains, a lease if it conveys the right to control the use of an identified asset for a specified period of time
in exchange for consideration.

When the Group acts as lessee, it recognises in the consolidated statement of financial position the assets and
liabilities arising from the lease (except in the case of short-term leases and leases for which the underlying
asset is of low value). The Group measures the right-of-use asset at cost, corresponding to the present value
of the lease payments expected to be made over the lease term.

In order to determine the lease payments, the Group takes into account:

fixed payments, less any lease incentives receivable;

variable lease payments that depend on an index or a rate;

the amounts expected to be payable by the lessee under residual value guarantees;

the exercise price of a purchase option if the lessee is reasonably certain to exercise that option;
and

payments of penalties for terminating the lease, if the lease term reflects the lessee exercising
an option to terminate the lease.

The Group measures lease liabilities at the present value of the total remaining lease payments, discounted
using either the interest rate implicit in the lease, if that rate can be readily determined, or the lessee’s
incremental borrowing rate, for cases in which the rate is not established in the lease.

The Group considers the lease term to be the non-revocable period of a lease, plus the periods covered by the
option to extend the lease, if the lessee is reasonably certain to exercise that option.

In determining the term of the lease and assessing the length of the non-revocable period of a lease, an entity
applies the definition of a contract and determines the period for which the contract is enforceable. A lease is
no longer enforceable when the lessee and the lessor each has the right to terminate the lease without
permission from the other party.

After the commencement date, the Group measures the asset at its initial cost less accumulated depreciation
and any accumulated impairment losses, adjusted to reflect any remeasurement of the lease liability.

Also, after the commencement date the Group measures the lease liability at amortised cost using the
effective interest method. Whenever there are changes in contracts, the lessee shall remeasure the lease
liability in order to reflect the new lease payments. The amount of the remeasurement of the lease liability
shall be recognised as an adjustment to the right-of-use asset.

In the case of short-term leases and leases for which the underlying asset is of low value, the Group
recognises the lease payments as expenses on a straight-line basis over the lease term.

Note 10 includes detailed information on the right-of-use assets and lease liabilities recognised by the Group.

The carrying amount of the Group’s non-financial assets other than inventories and deferred tax assets is
reviewed at the end of each reporting period in order to assess whether any indication of impairment thereof
exists. If such an indication exists, the Company estimates the recoverable amount of the asset.

The Group considers that indications of impairment exist when there is/are a significant decrease in the value
of the asset, significant changes in the legal, economic or technological environment that could affect the
measurement of assets, obsolescence or physical impairment, idle assets, low returns on assets,
discontinuation or restructuring plans, repeated losses at the entity or substantial deviation from the
estimates made. That is to say, the assessment of the existence of indications of impairment takes into
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account both external sources of information (technological changes, significant variations in market interest
rates, market values of assets, etc.) and internal sources (evidence of obsolescence, etc.).

As established in Note 2.7, the recoverable amount of goodwill, which is not amortised, and of intangible
assets not yet available for use is estimated at the end of each reporting period, unless prior to this date
indications of a possible loss of value had been identified, in which case the assets would be tested for
impairment.

Impairment losses on an asset are recognised whenever the carrying amount of the asset, or of the
corresponding cash-generating unit, exceeds its recoverable amount. Impairment losses on an asset are
recognised as an expense in the consolidated statement of profit or loss.

The recoverable amount of an asset is the higher of fair value less costs of disposal and value in use.
In order to determine the fair value, the Group may hire an independent expert.

Value in use is the present value of estimated cash flows, applying a discount rate that reflects the present
market valuation of the time value of money and the specific risks of the asset in question. For assets that do
not generate cash inflows themselves, the recoverable amount is calculated based on the cash-generating
unit to which the asset belongs, considered as the smallest identifiable group of assets capable of generating
cash inflows for the entity that are largely independent of the cash inflows from other assets or groups of
assets.

In estimating the value in use of an asset, the Group takes into account the estimated future cash flows that
the entity expects to obtain from the asset, expectations regarding possible variations in the amount or timing
of those future cash flows, the time value of money and the risks inherent in the asset in question and any
other factors that any other market participant would reflect in pricing the future cash flows derived from the
asset.

The effects of uncertainties in estimating the asset’s value in use may be reflected as adjustments to future
cash flows or as adjustments to the discount rate, with the result being a weighted average of all possible
outcomes.

In determining value in use, the Group bases its cash flow projections on reasonable and well-founded
assumptions that represent management’s best estimates of the set of economic conditions that will prevail
over the remaining life of the asset, giving greater weight to external evidence. Also, these cash flow
projections are based on the budgets most recently approved by management. These projections generally
cover @ maximum period of five years, unless a longer time period can be justified.

The Group estimates cash flow projections beyond the period covered by the budgets, extrapolating such
projections using a constant growth rate which does not exceed the average long-term growth rate of the
stainless steel industry, or the rate of the country or countries in which the entity operates.

Management assesses the reasonableness of the assumptions on which its current cash flow projections are
based by examining the causes of differences between past and current cash flow projections, ensuring that
the assumptions on which its current cash flow projections are based are consistent with actual past
performance, and considering that the effects of subsequent events or circumstances that did not exist when
those actual cash flows were generated justify those differences.

Notes 7.1 and 8.1 detail the variables and assumptions used by the Group to calculate recoverable amounts
and identify the cash-generating units.

Except in the case of goodwill, impairment losses on an asset which were recognised in prior years are
reversed through profit or loss only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the most recent impairment loss was recognised. However, the new carrying
amount may not exceed the carrying amount (net of depreciation and amortisation) that would have been
determined had no impairment loss been recognised.
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The Group recognises a financial asset or financial liability in its consolidated statement of financial position
when, and only when, it becomes a party to the contractual terms and conditions of the instrument in
question.

The Group classifies financial assets on the basis of their measurement either at amortised cost or at fair
value through profit or loss or other comprehensive income. The basis for classification depends on the
entity’s business model and the characteristics of the financial asset’s contractual cash flows.

Financial liabilities are classified on the basis of their measurement. In general terms, they are classified as
being measured at amortised cost, except for financial liabilities measured at fair value through profit or loss
or other comprehensive income.

The Group does not generally reclassify any financial assets or liabilities, unless the business model changes.

A financial asset is any contractual right to receive cash or another financial asset.

Financial assets are initially recognised at fair value plus the transaction costs that are directly attributable to
their acquisition or issue.

They are subsequently measured on the basis of each of the categories in which they have been classified:
Financial assets at fair value through profit or loss

The Group includes derivative financial instruments in this category, unless they are designated as hedge
accounting instruments and meet the effectiveness conditions to be accounted for as such.

The derivative financial instruments included in this category are classified as current assets and are
measured at fair value. Transaction costs that are directly attributable to the acquisition are recognised as an
expense in profit or loss.

The changes in fair value are recognised in profit or loss. The fair value of financial instruments used to hedge
items classified in financial profit or loss (mainly exchange differences) is recognised under “Remeasurement
of Financial Instruments at Fair Value”. However, for derivatives used to hedge the prices of raw materials
used by the Company in the production cycle or earmarked for sale and which are not designated as hedges
for accounting purposes, such changes are recognised under “Other Operating Income” or “Other Operating
Expenses”, depending on whether the measurement gives rise to a gain or a loss.

Financial assets at amortised cost

This category includes non-derivative financial assets with fixed or determinable payments which are not
traded in an active market. Specifically, it includes loans granted and accounts receivable. They are classified
as non-current only when they mature after more than 12 months from the reporting date. They are initially
recognised at fair value which, in the absence of evidence to the contrary, is the transaction price plus any
directly attributable transaction costs, and are subsequently measured at amortised cost using the effective
interest method, except for accounts receivable measured at their transaction price as they do not have a
significant financial component, they are expected to be received in the short-term and the effect of not
discounting the related cash flows is not significant.

The Group makes the required valuation adjustments in accordance with the expected credit loss model,
which takes into account historical claims incurred and other external factors. The impairment losses are
calculated as the difference between the carrying amount of the aforementioned assets and the present value
of the estimated future cash flows that they are expected to generate, discounted at the effective interest
rate calculated upon initial recognition. These losses are recognised as an expense in the consolidated
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statement of profit or loss and are reversed with the recognition of income in profit or loss when the causes
of their original recognition cease to exist.

The impairment loss model used by the Group is based on a historical analysis of the average credit losses at
each of the subsidiaries and on the claims incurred under the credit insurance policies taken out, taking into
account any non-recoverable amount (maximum coverage of 85%-95% and deductibles), and any post-claim
recoveries, whether from the insurance company or the customers themselves. These estimates are reviewed
within the Group’s credit risk control system (Commercial, Financial and Commercial Risk Departments, the
Risk Committee and the Corporate Risk Management Department), which continuously monitors the particular
markets of each subsidiary, receives the input of specialists from insurance companies and reviews future
estimates from international organisations of renowned prestige (IMF, OECD, etc.), also taking into account
the macroeconomic estimates of each country. The Group takes into account and monitors significant
changes in credit risk that may arise during the terms of the loans.

Amounts relating to discounted notes and bills and factoring of trade receivables are classified until maturity
as trade receivables and, simultaneously, as current bank borrowings, unless substantially all the risks and
rewards associated with those assets have been transferred, in which case they are derecognised.

The Group considers that it has transferred a financial asset when it has transferred the rights to receive the
cash flows from the asset, or when it has retained the rights but has assumed the contractual obligation to
pay those assets to another entity. In this case, the Group also considers the various additional conditions
established in the standard (it has no obligation to pay any amount to another entity, unless it receives the
cash flows derived from the financial asset; it cannot sell or offer the transferred financial assets as collateral;
and it has an obligation to pay the cash flows received without significant delay). Also, if the Group does not
retain the risks and rewards associated with those assets, it derecognises them.

Most of the factoring arrangements entered into by the Group meet this definition and, therefore, are
derecognised from the consolidated statement of financial position.

Financial assets at fair value through other comprehensive income

This category includes the Group’s ownership interests in the share capital of other companies over which it
does not have control or exercise significant influence, and which it does not hold for trading.

These assets are generally classified as assets measured at fair value through profit or loss; however, the
Group availed itself of the irrevocable option permitted by the standard to choose, on initial recognition, to
present subsequent changes in fair value in other comprehensive income, since these assets are not held for
trading.

They are initially recognised at fair value which, unless there is evidence to the contrary, is the transaction
price plus any directly attributable transaction costs.

These assets are subsequently measured at fair value, provided that this can be measured reliably,
recognising the gain or loss in other comprehensive income.

The fair value of listed securities is determined by reference to the share price. The fair value of financial
assets not listed on an organised market is calculated by discounting future cash flows.

Ownership interests in the share capital of companies included in this category and whose market value
cannot be measured reliably are measured at acquisition cost less any impairment losses.

Acquisitions and disposals of investments are recognised at the date on which the Group undertakes to
acquire or sell the asset. Investments are derecognised when the rights to the cash flows from the
investments expire or have been transferred and the Group has transferred substantially all the risks and
rewards of their ownership.

The difference between the selling price and the fair value of financial assets at fair value through other
comprehensive income is recognised in other comprehensive income.
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For measurement purposes, the Group’s financial liabilities are classified under the following categories:
Financial liabilities at amortised cost
This category includes the accounts payable and bonds issued by the Group.

It includes non-derivative financial liabilities with fixed or determinable payments. They are initially recognised
at cost, which matches their fair value, less any transaction costs incurred. They are subsequently measured
at amortised cost using the effective interest method. Any difference between the amount paid (net of
transaction costs) and the repayment value is recognised in profit or loss. However, trade payables maturing
within one year which do not have a contractual interest rate and are expected to be paid at short-term are
stated at their nominal value.

The Group derecognises a financial liability when the obligation specified in the contract is either discharged
or cancelled or expires.

When debt is refinanced, the Company assesses the significance of the modifications made to determine
whether they are substantially different and, therefore, recognises the effects of the new agreement as if it
were an extinguishment and, simultaneously, the recognition of a new loan. The terms are substantially
different if the discounted present value of the cash flows under the new terms, including any fees paid net of
any fees received and discounted using the original effective interest rate, is at least 10% different from the
discounted present value of the remaining cash flows of the original financial liability. In addition, qualitative
factors will be taken into account in the evaluation, such as the change in the interest rate from variable to
fixed or the change in currency. If an exchange of debt instruments or modification of terms is accounted for
as an extinguishment, any costs or fees incurred are recognised as part of the gain or loss on the
extinguishment. If the exchange or modification is not accounted for as an extinguishment, any costs or fees
incurred adjust the carrying amount of the liability and are amortised over the remaining term of the modified
liability.

Also, the Group has entered into reverse factoring arrangements with various financial institutions in order to
manage payments to suppliers. Trade payables payment of which is managed by the banks are recognised
under “Trade and Other Payables” until the related obligation is discharged or cancelled or expires.

Financial liabilities at fair value through profit or loss

The Group includes derivative financial instruments in this category, provided that they are not financial
guarantee contracts or designated as hedging instruments.

They are measured at fair value. The amount of the change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability shall be presented in other comprehensive income.
The remaining amount of the change in the fair value of the liability shall be presented in profit or loss, unless
such treatment would create an accounting mismatch in profit or loss, in which case the entire fair value
change shall be recognised in profit or loss.

The fair value of financial instruments used to hedge items classified in financial profit or loss (exchange
differences and interest) is recognised under “Remeasurement of Financial Instruments at Fair Value”.
However, for derivatives used to hedge the prices of raw materials used by the Company in the production
cycle or earmarked for sale and which are not designated as hedges for accounting purposes, such changes
are recognised under “Other Operating Income” or “Other Operating Expenses”, depending on whether the
measurement gives rise to a gain or a loss.

At the Acerinox Group, derivative financial instruments are generally used on a short-term basis and,
therefore, the change attributable to the credit risk is not significant.

The aim of hedge accounting is to represent in the financial statements the effect of the Group’s risk
management activities in which derivative financial instruments are used to hedge exposure to certain risks
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that might affect the statement of profit or loss. A hedging relationship qualifies for hedge accounting under
IFRS 9 only if the following criteria are met:

(a) The hedging relationship consists only of eligible hedging instruments and eligible hedged items.

(b) At the inception of the hedging relationship there is formal designation and documentation of the hedging
relationship and the entity’s risk management objective and strategy for undertaking the hedge.

(c) The hedging relationship meets the following hedge effectiveness requirements:

There is an economic relationship between the hedged item and the hedging instrument.

The credit risk does not dominate the value changes resulting from that economic relationship.
The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the
hedged item that the entity actually hedges and the quantity of the hedging instrument that the
entity actually uses to hedge that quantity of hedged item.

At the inception of the hedge, the Group designates and formally documents the hedging relationship and the
objective and strategy for undertaking the hedge.

Derivative financial instruments are initially recognised at acquisition cost, which matches fair value, and are
subsequently measured at fair value.

Derivative financial instruments that do not qualify for hedge accounting are classified and measured as
financial assets or liabilities at fair value through profit or loss. Derivative financial instruments that qualify for
cash flow hedge accounting are treated as cash flow hedges and, therefore, the unrealised gain or loss arising
from them is accounted for based on the type of item covered. Also, the effective portion of the realised gain
or loss on the derivative financial instrument is initially recognised in the consolidated statement of
comprehensive income and is subsequently recognised in profit or loss in the year or years in which the
hedged transaction affects profit or loss.

The Group prospectively discontinues hedge accounting when the hedging instrument expires, is sold or the
hedge no longer meets the criteria for hedge accounting. In such cases, the cumulative gain or loss recognised
in equity is recognised in profit or loss.

The Group only undertakes cash flow hedges.

Financial instruments recognised at fair value are classified, based on the valuation inputs, in the following
hierarchies:

LEVEL 1: includes financial instruments the fair value of which is determined by reference to quoted
prices in active markets.

LEVEL 2: includes financial instruments the fair value of which is determined by reference to
variables, other than quoted prices, observable in the market.

LEVEL 3: includes financial instruments the value of which is determined by reference to variables
that are not observable in the market.

Inventories are initially recognised at acquisition or production cost. Subsequently, when the net realisable
value of inventories is lower than their acquisition or production cost, the appropriate write-downs are made,
with the related effect recognised in profit or loss.

The Group uses the same cost formula for all inventories that have the same nature and a similar use within
the Group. They are measured using the weighted average cost formula.

Finished goods and work in progress are measured at the weighted average cost of raw and other materials
consumed, incorporating the attributable portion of direct and indirect labour and general manufacturing
costs based on the higher of normal production capacity or actual production. The Group does not include the
cost of underutilisation of production capacity in the value of finished goods and work in progress.
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Net realisable value is the expected selling price of those goods less costs to sell. In the case of work in
progress, the estimated costs of completion are also deducted from this price.

The Group does not write down raw materials if the finished products in which they will be incorporated are
expected to be disposed of at or above production cost.

Any write-downs that reduce inventories to their net realisable value are reversed, up to the cost of the
inventories, if the circumstances that gave rise to the write-downs cease to exist.

The Group recognises CO2 emission allowances as inventories.

CO: emission allowances are measured at acquisition cost. Freely allocated emission allowances are initially
recognised at their market value on surrender. Simultaneously, a balancing entry for a grant is recognised for
the same amount under “Deferred Income”.

Emission allowances remain classified as inventories until surrendered.

At the end of each reporting period the Group assesses whether the market value of the allowances is lower
than their carrying amount in order to determine whether there are any indications of impairment. If such
indications exist, the Group determines whether the allowances will be used in the production process or
earmarked for sale, and only in the second case shall the appropriate write-downs be recognised. These
write-downs are reversed when the causes that gave rise to the write-down of the emission allowances cease
to exist.

A provision for contingencies and charges is recognised for expenses relating to greenhouse gas emissions.
This provision is maintained until the Group is required to discharge this obligation by surrendering the
corresponding emission allowances. These expenses are incurred as the greenhouse gases are emitted.

In the case of freely allocated emission allowances, at the same time as the expense is recognised, the
corresponding part of the deferred income account is cancelled, using an operating income account as the
balancing entry.

In the case of exchanges of emission allowances, and since the Group’s allowances were all freely acquired,
the accounting treatment adopted by the Group is that applied to exchanges that lack commercial substance.
The Group derecognises allowances surrendered at their carrying amount, and the amount received is
recognised at fair value on surrender. The difference between the two values is recognised under “Deferred
Income”.

Note 11, Inventories, includes detailed information on the emission allowances allocated and used in 2022 and
2021.

Cash and cash equivalents include cash on hand, demand deposits at banks and other short-term, highly
liquid investments, provided that they are readily convertible to cash and are subject to an insignificant risk of
changes in value.

In the consolidated statement of cash flows, the Group classifies interest received and paid as cash flows from

operating activities, dividends received as cash flows from investing activities and dividends paid as cash
flows from financing activities.
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Grants related to assets are grants received by the Group for the acquisition of property, plant and equipment
and intangible assets. They are recognised under “Deferred Income” in the consolidated statement of financial
position. They are initially recognised at the original amount awarded, provided that there is reasonable
assurance that the grants will be received and the Group fulfils all the conditions attaching to them. They are
subsequently taken to profit or loss on a straight-line basis over the useful lives of the related assets financed
by the grants.

Grants related to income are grants received to finance specific expenses. They are recognised as income as
the expenses are incurred. Grants relating to the free allocation of CO. emission allowances are credited to
profit or loss when the related greenhouse gas emission expense is recognised.

In recent financial years, as a result of the pandemic, numerous countries introduced aid packages in an
attempt to alleviate the effects of the crisis on production activity and protect workers. In many cases, the
measures implemented included social security payment exemptions. Any state aid resulting from the
pandemic, whether in the form of direct payments, subsidies or temporary reductions in social security or
other tax payments, was recognised as income from grants in the year in which it was granted.

Employee compensation may include the following:

Short-term compensation: that which is expected to be paid in full within twelve months from the end
of the reporting period in which the employees rendered their services. They are recognised as
expenses in the year in which the service is rendered. They include wages and salaries, social security
contributions, paid annual leave and sick leave, profit sharing and incentive or non-monetary
compensation.

Post-employment benefits, such as retirement benefits or any other form of compensation to
employees upon termination of their employment.

Other long-term employee benefits such as length of service awards

Severance indemnities

Pension benefits

Share-based payment transactions

Certain Group companies have the following long-term obligations to their employees:
Defined contribution plans

A defined contribution plan is a pension plan under which the Group pays fixed contributions into a separate
entity and will have no legal or constructive obligation to pay further contributions if the fund does not hold
sufficient assets to pay all the employees the benefits relating to the services rendered in the current and
prior periods.

Certain Group companies make mandatory, voluntary or contractual pension plan and life insurance policy
contributions. Once the contributions have been paid, the Group does not have additional payment
obligations. The contributions are classified as employee benefits and are recognised in profit or loss on an
accrual basis. The benefits paid in advance are recognised as an asset to the extent that they may give rise to
a cash refund or a reduction in future payments. No provisions are recognised for the defined contribution
plans, since they do not give rise to future obligations for the Group.
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Defined benefit plans and other obligations

A defined benefit plan is an obligation acquired by the Company to its employees to remunerate services
rendered. These obligations are established in accordance with the local legislation in certain countries or
contracts signed to that effect, or are included in collective bargaining agreements prevailing at certain Group
companies.

Accrued obligations are calculated as the present value of the accumulated benefits accrued by the
employees until the reporting date, using actuarial assumptions. The calculations are made by independent
experts. The Group companies recognise any corresponding provisions to cover these obligations.

The existing obligations may be classified as follows:

Pension plans: certain Group companies have acquired obligations to certain of their
employees when they reach retirement age.

Early retirement benefits: certain Group companies are required to pay benefits to some of
their employees if they opt to take early retirement.

Supplements: these plans relate to obligations agreed upon with certain Group employees to
supplement their remuneration on retirement.

Other post-employment obligations: certain Group companies offer medical care to their
retired former employees. The right to benefits of this nature is usually conditional upon the
employee remaining at the Group until retirement and for a specified minimum number of
years. The expected expenditure relating to these benefits is accrued over the employees’
working lives.

The Group meets the obligations relating to the outsourcing of these commitments in the countries where this
is applicable.

The defined benefit liability recognised in the consolidated statement of financial position corresponds to the
present value of the defined benefit obligations existing at the reporting date less the fair value of the plan
assets at that date. The Group recognises changes in the actuarial valuation of the obligations in other
comprehensive income.

Where plan assets include qualifying insurance policies that exactly match the amount and timing of some or
all of the benefits payable under the plan, the fair value of the insurance policies is considered equal to the
present value of the related payment obligations and, accordingly, the Group nets the two positions in the
consolidated statement of financial position.

The actuarial value of both the post-employment obligations and the pension benefits that have not been
outsourced is calculated by an independent expert. The measurement is performed using the projected unit
credit method, taking into account mortality tables, interest rates, discount rates, expected future salary
increases and growth rates. In the case of post-employment obligations, estimates of future increases in
healthcare expenses are also taken into account.

The Group recognises as an expense for the year the cost of services rendered, which corresponds to the
increase in the present value of the defined benefit obligation resulting from the provision of services by the
employee in the current year.

In addition, the Group recognises as an expense the net interest on the defined benefit obligation, which
corresponds to the change during the year in the defined benefit obligation resulting from the passage of
time.

Termination benefits

Termination benefits are recognised as staff costs only when the Group is demonstrably committed to
severing its link to an employee or group of employees prior to the normal retirement date.

Share-based payment transactions

The Group applies IFRS 2, Share-based Payment, to equity-settled transactions in which the entity receives
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goods or services in exchange for shares of the Parent.

In accordance with the terms of the share-based payment plans approved by the Group, the equity
instruments granted do not vest immediately, and do so when a certain service period is completed, so the
Group recognises the services received on a straight-line basis over the period in which the rights to receive
such shares vest, recognising at the same time the corresponding increase in equity.

The Group measures the goods or services received, as well as the corresponding increase in equity, at the
fair value of the equity instruments granted, at the grant date. Fair value is determined by the market price of
the entity’s shares adjusted to take into account the terms and conditions on which those shares were
granted (except for vesting conditions, other than market conditions, which are excluded from the
determination of fair value). The Group uses the appraisal of an independent expert, who uses the Monte
Carlo method for this valuation.

When the obligation to deliver its own equity instruments is to the employees of a subsidiary, the events must
be qualified as a “contribution”, in which case the Parent shall recognise an increase in the value of its interest
in the subsidiary, with a credit to its own equity instruments, and measure it at the fair value of the equity
instruments transferred at the grant date.

Upon delivery of the shares, the accounting difference between the equity item cancelled and the treasury
shares delivered is recognised with a charge to the Parent’s reserves.

The Group recognises a provision when:

it has a present obligation, whether legal or constructive, as a result of past events;
it is more likely than not that an outflow of resources will be required to settle the obligation; and
the amount can be estimated reliably.

The amounts recognised in the consolidated statement of financial position correspond to the best estimate at
the reporting date of the disbursements required to discharge the present obligation, after taking into account
the risks and uncertainties relating to the provision and, where significant, the interest cost arising from
discounting, provided that the disbursements that are to be made in each period can be reliably estimated. If
discount rates are used, the increase in the provision as a result of the time elapsed is recognised as financial
expense for the year.

In the consolidated statement of financial position the Group classifies assets and liabilities as current and
non- current items. For such purpose, assets and liabilities are considered to be current when they are
expected to be realised or settled within 12 months after the reporting date, or when they are cash or cash
equivalents.

The income tax expense comprises current tax and deferred tax.

Current tax is the tax expected to be paid in respect of the consolidated taxable profit or tax loss for the year,
using tax rates enacted at the consolidated statement of financial position date and applicable to the current
year. Current tax also includes any adjustment to the tax payable or receivable for prior years.

Deferred taxes are calculated using the balance sheet liability method based on the temporary differences

that arise between the tax bases of the assets and liabilities and their carrying amounts in the consolidated
annual accounts. Deferred taxes are determined by applying the tax rates (and laws) enacted, or
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substantively enacted, at the consolidated statement of financial position date, and which are expected to
apply when the related deferred tax asset is realised or the deferred tax liability is settled.

The effect of a change in the tax rate on the deferred tax assets and liabilities is recognised in profit or loss,
except to the extent that it relates to items previously charged or credited directly to the consolidated
statement of comprehensive income.

Deferred tax liabilities are always recognised. Deferred tax assets are recognised to the extent that it is
considered probable that taxable profits or deferred tax liabilities will arise in the future against which the
temporary differences can be offset.

The Group recognises in the consolidated statement of financial position the deferred tax assets arising from
tax loss or tax credit carryforwards, provided that they are recoverable in a reasonable period of time, also
taking into account the legally established limits for their use. The Group considered a period of ten years to
be reasonable if permitted by tax leqislation. For this purpose, the Group performs future earnings projections
approved by management, which take into account present macroeconomic and market circumstances, and
adjusts these projections based on current tax leqgislation in order to determine the taxable profit or tax loss.

Deferred tax assets are reduced when it is no longer considered probable that sufficient future taxable income
will be generated or there are no deferred tax liabilities against which the assets can be offset. Reductions are
reversed if there is renewed expectation that sufficient taxable income will be available against which the
derecognised balance can be utilised. Both the deferred tax asset reduction and its subsequent reversal are
recognised as an increase or decrease in the tax expense, respectively, in profit or loss in the year in which
they arise.

The Group only offsets deferred tax assets and liabilities if it has a legally enforceable right to do so, the
assets and liabilities correspond to the same tax authority and the Group plans to realise current tax assets or
settle current tax liabilities on a net basis.

Deferred tax assets and liabilities are recognised in the consolidated statement of financial position under
non-current assets or non-current liabilities, irrespective of the expected date of realisation or settlement.

When tax audits result in a tax deficiency to be settled, the Group generally recognises such amounts as a
current expense for the amount payable, and a deferred tax expense for the change in assets or liabilities
arising from temporary differences resulting from the related tax assessment. If the amount payable is
contested and the Group decides to file an appeal against the tax assessment, and furthermore considers that
a favourable outcome for the Group is highly probable, it recognises an asset for the amounts previously paid
and which it estimates will be recovered.

Certain companies forming part of the consolidated Group have reserves which could be taxable if distributed,
since certain legislation envisages withholdings at source that affect the payment of dividends. The Group
recognises the tax effect in this connection whenever it considers that the reserves will have to be distributed
in the foreseeable future, which will give rise to the reversal of the temporary difference. That is to say, the
Parent shall not recognise a deferred tax liability when it considers that such reserves will not be distributed in
the foreseeable future. The Group shall also reverse the temporary difference, against profit or loss for the
year, when legislative changes eliminate or reduce the tax liability relating to those reserves.

The Company has been taxed under the consolidated tax regime since 1998. As agreed by the shareholders at
the Annual General Meeting held on 28 May 2003, Acerinox, S.A. and certain of the subsidiaries with
registered office in Spain form part of a consolidated tax group on an indefinite basis, with the exception of
Metalinox Bilbao, S.A.U. and Inoxidables de Euskadi, S.A.U., which file tax returns separately. At 31 December
2022 and 2021, the consolidated tax group was made up of: Acerinox, S.A., Acerinox Europa, S.A.U., Roldan,
S.A., Inoxfil, S.A., Inoxcenter, S.L.U. and Inoxcenter Canarias, S.A.U. As a result of the consolidated tax regime,
reciprocal receivables and payables between Group companies arise, due to the offset of tax bases between
them.
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Revenue is an increase in economic benefits during the year in the form of additions or increases in the value
of assets or decreases in liabilities that result in an increase in equity and are not related to owners’
contributions.

Revenue depicts the transfer of goods or services to customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange for those goods or services. Revenue is recognised
when a customer obtains control of the good or service sold, i.e. when the customer has the ability to direct
the use of, and obtain substantially all of the benefits from the good or service.

The Group takes into consideration the five-step model to determine when, and for what amounts, revenue
should be recognised.

Identify the contract(s) with a customer.

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognise revenue when (or as) the entity satisfies a performance obligation.

A contract is an agreement between two or more parties that creates enforceable rights and obligations. A
contract does not exist if each party to the contract has the unilateral enforceable right to terminate an
unperformed contract without compensating the other party (or parties).

The main types of the Group’s revenue and other income are as follows:
Sales and services

Revenue from the sale of goods is recognised in the consolidated statement of profit or loss when control of
the goods is transferred to the buyer. No revenue is recognised if significant doubts exist in relation to the
recovery of the amount owed or the possible return of the goods. Sales revenue is recognised at the
transaction price, which is the amount of consideration to which the entity expects to be entitled in exchange
for transferring the goods or services promised to a customer, excluding amounts collected on behalf of third
parties.

A contract is an agreement between two or more parties that creates enforceable rights and obligations. A
contract does not exist if each party to the contract has the unilateral enforceable right to terminate a
contract without compensating the other party (or parties). The stainless steel sales process is performed
through sales orders. From this perspective, the orders arranged by the Group with customers do not give rise
to a right or obligation enforceable in advance, since the parties are entitled to unilaterally terminate an
unperformed contract without compensating the other party until such time as the goods are delivered.
Therefore, no obligation arises until the goods are delivered.

Depending on the commercial terms and conditions of sale, the control and risk of the goods may be
transferred when the materials are shipped from the Group’s facilities or when they are delivered to the
customer. The Group takes into account these terms and conditions of sale to determine the timing of
revenue recognition. Revenue from the sale of goods is recognised in profit or loss when control over the
goods is transferred to the buyer.

The Group considers all of the following factors when determining the transaction price:

variable consideration;

constraining estimates of variable consideration;

the existence of a significant financing component in the contract;
non-cash consideration; and

consideration payable to the customer.

Revenue is recognised net of taxes, returns and discounts that the Group considers probable at the date the
revenue is recognised, and after the elimination of intra-Group sales.
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Lease income
Lease income is recognised in profit or loss on a straight-line basis over the term of the lease.
Dividend income

Dividend income is recognised when the right to receive it is established.

The Group carries out actions the main objective of which is to prevent, reduce or repair the damage that
might be caused to the environment as a result of its business activities.

Expenses arising from environmental activities are recognised as expenses in the year in which they are
incurred. However, the Group recognises environmental provisions, where necessary, by applying the general
criteria detailed in Note 2.17.

The items of property, plant and equipment acquired to be used on a lasting basis in the Group’s operations
and the ultimate purpose of which is to minimise environmental impact and protect and improve the
environment, including the reduction or elimination of pollution, are recognised as assets using measurement,
presentation and disclosure criteria consistent with those discussed in Note 2.8.

The Group applies IAS 8 to recognise changes in accounting estimates, changes in accounting policies and the
correction of errors. In this regard, the Group recognises changes in accounting estimates in the year in which
they occur. Accounting errors are corrected in the year in which they occurred, restating the comparative
information presented in the consolidated financial statements, where the errors are material. Changes in
policies are recognised retrospectively, adjusting the opening balances of each affected equity component,
from the previous year presented, unless a specific transitional provision exists for the initial application of a
standard or interpretation.

NOTE 3 - ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the consolidated financial statements, Group management is required to make certain
judgements, estimates and assumptions that affect the application of the accounting policies and, therefore,
the figures presented in these consolidated financial statements.

The accounting estimates and judgements are assessed on an ongoing basis and are based on historical
experience and other factors, including expectations regarding future events that are considered to be
reasonable. The Company may revise such estimates if changes were to occur in certain events or
circumstances.

The Group makes estimates and judgements regarding the future. The resulting accounting estimates may
differ from the corresponding actual results. Changes in estimates are recognised in the Group’s consolidated
financial statements prospectively, as established in IAS 8, Accounting Policies, Changes in Accounting
Estimates and Errors.

The main estimates made by the Group are as follows:

Impairment losses on goodwill and other non-financial assets

Once a year, the Group tests goodwill for impairment, in accordance with the accounting policy detailed in
Note 2.11.
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At each reporting date the Group reviews whether there is any indication that its property, plant and
equipment has become impaired, taking into account the criteria established in the policy. If any such
indications exist, the entity estimates the recoverable amount of the asset in question. The recoverable
amount of an asset is the higher of fair value less costs to sell and value in use.

The recoverable amounts of the cash-generating units were determined, in certain cases, on the basis of the
calculation of their value in use and, in other cases, on the basis of the fair value less costs of disposal. In the
event of the use of fair value estimates, these shall be carried out by an independent valuer.

The calculations of value in use are made using reasonable assumptions based on past returns and future
market production and development expectations. Some of these assumptions relate to sales, margins,
discount rates and perpetuity growth rates, which involve a high degree of judgement. In recent years,
energy costs have also become more significant in the estimates, and the Group performs sensitivity analyses
on possible changes in energy prices, mainly in European companies. Notes 7.1 and 8.1 detail the analyses
conducted by the Group in 2022 and 2021.

Fair value of derivatives and other financial instruments

The Group acquires derivative financial instruments to hedge its exposure to exchange rate and interest rate
fluctuations, as well as to fluctuations in certain raw material prices. The fair value of financial instruments
not traded in active markets is determined using valuation techniques based mainly on market conditions
existing at each reporting date, and provided that financial information is available to carry out this valuation.
Note 12.2.4 provides further information on the financial instruments measured on the basis of these
assumptions.

Provisions

As indicated in Note 2.17, the provisions recognised in the consolidated statement of financial position reflect
the best estimate at the reporting date of the amount expected to be required to settle the obligation,
provided that the materialisation of this outflow of resources is considered probable. Changes in envisaged
circumstances could cause these estimates to vary, and they would be revised if necessary.

In the case of provisions arising from litigation in respect of which there are legal proceedings under way,
the lawyers or independent experts determine the likelihood of occurrence of the events giving rise to the
need to recognise a provision. In cases in which it is considered possible, although not probable, that an
outflow of resources will occur or it is difficult to reliably determine the amount of the provision, the Group
shall consider the provision to be a contingent liability and disclose the information in the notes (Note 16).

Net realisable value
As mentioned in Note 2.13, the Group estimates the net realisable values of its inventories in order to
recognise the appropriate valuation adjustments. The expected selling prices of the inventories less costs to
sell are taken into account when determining the net realisable value.

Determination of employee benefit obligations
Pension and similar obligations are determined on the basis of actuarial valuations which take into account
statistical rates published by official bodies relating to future valuations such as expectations of salary
increases, growth rates, mortality rates, discount rates, etc. These rates may vary significantly depending on
economic and market conditions, which would cause variations in the obligations recognised in the Financial

Statements. These assessments are carried out by independent experts.

The Group recognises in the consolidated statement of financial position the amounts arising from its
employee benefit obligations, based on the actuarial valuations performed by independent experts.

Note 16.1 includes detailed information on the assumptions used in 2022 to perform the valuations.
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Recoverability of tax loss and tax credit carryforwards

Separately from tax legislation, which in many cases allows the recovery of tax losses without limitation, as
established in the related accounting policy (Note 2.19), the Group recognises in the consolidated statement
of financial position the deferred tax assets arising from tax loss and tax credit carryforwards, provided that
they are recoverable over a reasonable period of time, which the Group has set at ten years. The Group
regularly assesses the recoverability of available tax assets through earnings projections approved by
management, to conclude as to whether they will be recoverable in the aforementioned reasonable period.

The Group also takes into account the restrictions on offsetting tax losses imposed by certain laws and the
impact of minimum payments set in certain countries. Note 19.3 details the Group’s existing tax assets and
the bases used to determine the recoverability of recognised tax assets.

This year, the Group has recognised the tax credits for tax losses carried forward that arose this year, while it
has not recognised the tax credits from previous years. With regard to the previous year, due to the recovery
of the economy after COVID and the good market expectations based on the forecasts for future results, the
Group reversed EUR 5,493 thousand of the impairment made in previous years. Both impacts are explained in
Note 19.3.3.

Recognition of a deferred tax liability arising from investments in subsidiaries

As established in the accounting policies (Note 2.19), certain companies forming part of the consolidated
Group have reserves which could be taxable if distributed, since certain legislation envisages withholdings at
source that affect the payment of dividends, as well as limitations on the deductibility of gains from other
countries distributed in the form of dividends. The Group recognises the tax effect in this connection provided
that it considers that such reserves will have to be distributed in the foreseeable future. At the same time, the
Group shall also reverse this temporary difference against profit or loss when new legislative changes
eliminate or reduce the tax liability of these reserves.

Since 2021, as a result of the entry into force in Spain of the amendment to income tax affecting the tax
exemption for dividends received from Group companies, the aforementioned tax exemption for dividends
received from qualifying ownership interests applicable to the Parent of the Acerinox Group has been reduced
to 95%, whereby it will be taxed on 5% of the dividends it receives from its subsidiaries, which will be treated
as non-deductible expenses relating to management of the ownership interest. As with the distributable
reserves mentioned in the previous paragraph, the Group also takes into account the tax effect if it believes
that the distribution of reserves from subsidiaries will be required in the foreseeable future.

Although there is no dividend distribution policy for subsidiaries, the Group analyses annually whether
retained earnings of Group companies should be distributed to the parent company. The repatriation of
dividends made in recent years guarantees the equity position of the parent company, meaning that
management does not deem it necessary to distribute the reserves of its subsidiaries. Future repatriations of
dividends are expected to be made based on the results obtained year by year. The Group does not therefore
consider it necessary to recognise a deferred tax liability associated with such retained earnings.

NOTE 4 - FINANCIAL RISK MANAGEMENT

The Group’s activities, in both its stainless steel and special alloy divisions, are exposed to various financial
risks: market risk (foreign currency risk, interest rate risk and price risk), credit risk, liquidity risk and climate
risk. The Group aims to minimise the potential adverse effects on its financial profitability through the use of
derivative financial instruments, where appropriate to the risks, and by taking out insurance policies. Note
12.2.6 includes a detailed analysis of the Group’s derivative financial instruments at year-end.

The Group does not arrange financial instruments for speculative purposes.
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Market risk arises from changes in market prices due to exchange rate or interest rate fluctuations or changes
in prices of raw and other materials or supplies, which can affect the Company’s earnings, its equity and the
measurement of its assets and liabilities.

The Group operates internationally and in various currencies, particularly in the US dollar, and is therefore
exposed to foreign currency risk. Foreign currency risk arises from commercial transactions and from
financing and investment operations, and from the translation of financial statements the functional
currencies of which differ from the consolidated Group’s presentation currency (the euro).

Monetary assets and liabilities denominated in foreign currencies are translated to the Group’s functional
currency at the reporting date at the exchange rates then prevailing. Any exchange differences that arise
from such translation are recognised in the consolidated statement of profit or loss. To avoid fluctuations in
the consolidated statement of profit or loss due to changes in exchange rates, and to ensure the expected
cash flows, the Group uses derivative financial instruments to hedge most of its commercial and financial
transactions performed in currencies other than the functional currency of each country. To this end, at the
beginning of each month and subject to fortnightly review, each company considers its loans in non-local
currency, the balances of its trade receivables and payables to suppliers in foreign currency, the sales and
purchases in foreign currency forecast for that period and the currency forwards arranged. The Group may
take commercial or financial transactions as a whole into account to evaluate its total exposure when hedging
foreign currency transactions. The Group hedges balances with third parties and between Group companies.

The Group’s business model is to hedge foreign currency risk through the use of derivative financial
instruments and there is an economic relationship between the hedged item and the hedging instrument. The
Group, mainly in its Stainless Steel Division, hedges cash flow risks for transactions performed in foreign
currencies that are recognised in the consolidated statement of financial position; accordingly, any change in
the derivative valuation is recognised in the consolidated statement of profit or loss and is offset by any
changes that occur at each reporting date in the monetary items recognised in foreign currencies. The
designation of these instruments as hedging instruments does not give rise to any accounting differences in
the Group’s consolidated statement of profit or loss. Consequently, in general, financial instruments
designated to hedge foreign currency risk exposure arising from commercial transactions or transactions
between Group companies are not treated for accounting purposes as hedging instruments. Instead, the
Group categorises these instruments at fair value through profit or loss.

In the high-performance alloys division, as the manufacturing period is longer and orders are negotiated at a
fixed price and much further in advance than in the stainless steel division, hedging is performed immediately
upon receipt of customer orders to ensure that the cash flow received matches the cash flow of the
negotiations performed. The financial instruments arranged are valued at fair value through profit or loss.

The derivative financial instruments used by the Group to hedge this risk consist of foreign currency purchase
and sale forward contracts in accordance with the policies approved by management.

Where necessary, the Group uses other types of financial derivatives such as cross-currency swaps to control
foreign currency risk in financial transactions. At year-end, no derivatives of this nature had been arranged,
as no financing had been arranged in currencies other than the functional currency.

The fair value of foreign currency forward contracts is equal to their market value at the reporting date, i.e.
the present value of the difference between the current forward rate and the contract rate.

Note 12.2.6 details the financial instruments arranged by the Group to hedge this type of risk at 31 December
2022 and 2021.

Lastly, the Group is exposed to foreign currency risk as a result of the translation of the separate financial
statements the functional currency of which differs from the Group’s presentation currency, particularly the
US dollar and the South African rand. The USD/EUR exchange rate at 2022 year-end was 1.0666, while at
2021 year-end it stood at 1.1326 (USD appreciation of 6% for the year). The exchange rate of the South
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African rand to the euro at 2022 year-end was 18.0986, while at 2021 year-end it was 18.0625 (rand
depreciation of 0.2%).

The Group does not use financial instruments to hedge foreign investments in currencies other than the euro,
since these are strategic long-term investments that the Group does not intend to sell or settle. Neither the
Group's future profits nor the expected dividends are hedged, the latter being hedged as soon as they are
approved. Note 14.4 includes a breakdown of the changes in translation difference items in the year.

Sensitivity to changes in these currencies with respect to the euro, with other variables remaining constant
and based on the translation rates at the end of 2022 and 2021, respectively, was as follows:

(Amounts in thousands of euros)

Profit or loss Equity

10% 10% 10% 10%
appreciation depreciation appreciation depreciation

31 December 2022

usD 55,321 -45,263 237,048 -193,948
ZAR 5,968 -4,883 33,457 -27,374

31 December 2021

usD 53,198 -43,525 231,478 -189,391
ZAR 4,789 -3,918 25,975 -21,253

The Group’s financing comes from various countries and is provided in various currencies (mainly in the euro
and the South African rand), with a range of maturity dates and with loans mostly tied to variable interest
rates.

The Group’s financial liabilities and financial assets are exposed to fluctuations in interest rates. To manage
this risk, interest rate curves are analysed regularly and derivatives are occasionally used. These derivatives
take the form of interest rate swaps which qualify for recognition for accounting purposes as cash flow
hedging instruments. The fair value of interest rate swaps is the estimated amount that the Group would
receive or pay to terminate the swap at the reporting date, taking into account interest rates at that date and
the credit risk associated with the swap counterparties.

In addition the Group takes out fixed-rate loans to reduce its exposure to interest rate fluctuations. During the
year, the Group arranged two fixed-rate loans: one with Unicredit for EUR 50 million and the other with
Banco de Crédito Social Cooperativo for EUR 60 million.

In 2022, as in 2021, the Group continued to contract and novate its long-term loans by renegotiating the
fixed interest rate or margin and extending the maturity. Note 12.2.3 explains all new loan negotiations
undertaken throughout the year, as well as the arrangements at fixed interest rate.

During the first half of 2022, in order to reduce the interest rate risk, the Group arranged a derivative
(Interest Rate Swap) with Caixabank for an amount of EUR 260 million.

During 2021, Acerinox S.A. signed a sustainable loan with BBVA at a fixed rate for an amount of EUR 50
million. VDM Metals signed another loan at a fixed rate with Intesa Sanpaolo for an amount of EUR 30 million.
In addition, four fixed-rate financing operations were renegotiated with Banco Sabadell, Unicaja, Banca
March, an institutional investor and the Cajarural Group for a total amount of EUR 345 million. However, no
new swaps were entered into.

Note 12.2.6 details the financial instruments arranged by the Group to hedge this type of risk at 31 December
2022 and 2021.
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In relation to the Group’s interest rate sensitivity, had interest rates on its outstanding debt at year-end been
100 basis points higher, with all other variables remaining constant, the consolidated profit after tax would
have been EUR 7.2 million lower (EUR 5.4 million lower in 2021) due to higher borrowing costs on floating-
rate debt not covered by interest rate swaps. The effect on the Group’s equity of such an increase in interest
rates across the entire interest rate curve would have been an increase of EUR 5.3 million (2021: an increase
of EUR 8.4 million), since the higher borrowing costs would have been comfortably offset by increases in the
values of its interest rate hedging derivatives held at the reporting date.

The Group is exposed to several types of price risk:
Risk arising from changes in the price of securities held in listed companies

During the year, the Group sold its equity portfolio in Nippon Steel & Sumitomo Metal Corporation (Nippon)
and is therefore no longer exposed to the risk of price changes in the securities of listed companies. The
Group did not use derivative financial instruments to hedge this risk, although it had recognised these shares
as financial assets at fair value through other comprehensive income and all changes were recognised in
equity. Note 12.2.5 includes additional information on the sale of these securities.

Risk due to energy price fluctuation.

Over the last two years, the sharp increases in the price of supplies, principally gas and electricity, have
acquired special relevance. This unprecedented increase affected the Group’s plants in Europe and especially
in Spain, resulting in a loss of competitiveness with respect to other producing countries around the world.
Prices have continued to increase in financial year 2022 mainly affected by Russia’s invasion of Ukraine and
international blockades. The increase in gas and energy prices at the Palmones plant alone, which has been
the most affected, meant a EUR 136 million increase in costs with respect to last year’s prices.

In the rest of the Group’s factories, there were no significant variations in the price of electricity, with gas
price fluctuations not having as significant an impact as in Spain. Energy costs in Spain are much higher than
in the other countries where the Group has production plants.

The Group is seeking to mitigate these effects by improving energy efficiency and by contracting PPAs (power
purchase agreements). Due to its electro-intensive nature, this is a strategic area for the Group and a
constant element in excellence plans. The Group also has a number of renewable energy contracts and is
constantly analysing alternative sources of supply in order to reduce costs.

Due to the impact of energy price fluctuations on the Group’s costs, management has included this variable
as a key assumption in valuations and forward estimates, particularly in Europe, and sensitivity analyses to
energy price fluctuations are under way. A 10% fluctuation in the price of energy, both electricity and gas,
compared to 2022 prices would have meant an upward or downward change in expenditure of around EUR
49 million, with all other variables remaining constant. The Group tries to pass these impacts on to sales
prices, but as it is a competitive market with producers in different countries, this is not always possible.

In the area of high-performance alloys, the impact of energy price increases this year was limited by the
hedging policy applied.

Emission allowances experienced a very significant price increase last year, from an average price of EUR
25/allowance in 2020 to EUR 80 at the end of 2021. The average price for 2022 has remained at EUR
81/allowance. However, this increase had little impact on the Group as Spanish plants have sufficient
allocated rights to cover their needs. As described in the accounting policy in Note 2.13.1, when the free
allocation rights are consumed, income in the same amount is recognised at the same time as the expense is
recognised and the corresponding part of the deferred income is reversed. Therefore, any increase in the
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price of rights allocated free of charge will be offset by income, thus not affecting the Group’s income
statement.

In the case of the high-performance alloys division, the free allocations obtained are lower than plant needs,
meaning that rights have to be acquired on the market. In view of the significant price increase and future
forecasts, the Group decided to implement a long-term purchase plan, acquiring 100% of the rights that it
expects to use until 2023, thus hedging against price fluctuations. This purchase was made at very
competitive prices, well below current quotations.

Risk of changes in raw material prices

The Group’s exposure to raw material price fluctuations is different in the stainless steel division than in the
high performance alloys division, since, although both of the Group’s divisions use metals listed on the London
Metal Exchange as raw materials, the performance of demand and the way in which raw material price
changes affect the markets are substantially different in each division.

Raw materials used for the stainless steel division

Stainless steel is an alloy of iron, chromium (> 10.5%) and carbon (< 1.2%) to which other minerals such as
nickel or molybdenum are added to give it certain properties. Nickel is one of the minerals that are present in
all austenitic alloys, the most common on the market, in a variable percentage between 6 and 22%. Both
nickel and molybdenum are listed on the London Metal Exchange and their prices are therefore subject to
fluctuations in market prices. Due to these price fluctuations in the raw materials used in the manufacturing
process, stainless steel prices can also be very volatile, as manufacturers try to pass on these fluctuations as
much as possible to the selling price of stainless steel through the so-called “alloy surcharge”.

The cost of raw materials accounts for about 70% of the total cost of the product, and of this, nickel accounts
for about 50%. Therefore, nickel price volatility has a direct and significant effect on the cost of stainless
steel. Consequently, the strategy in relation to setting selling prices and the repercussion of such fluctuations
is one of the most critical functions and requires significant market knowledge. The price of nickel, because of
its influence on the cost of stainless steel, ultimately determines the price of the final product, and there is a
direct correlation between the two prices. In Europe, South Africa and the United States, selling prices usually
comprise a base price and a variable component known as the alloy surcharge. The alloy surcharge is a
mathematical formula, calculated on a monthly basis by each of the market’s stainless steel producers, that
takes into account changes in the prices of certain raw materials (particularly nickel, chromium and
molybdenum) and fluctuations in the EUR/USD exchange rate. The application of this alloy surcharge allows
nickel price fluctuations on the London Metal Exchange to be passed on to customers during the order
manufacturing phase, as well as fluctuations in the prices of other raw materials and in the EUR/USD
exchange rate. The pressure of imports also affects pricing policy and sometimes prevents the fluctuations in
raw material costs from being passed on directly.

In the second half of 2022 the mitigating effect of the alloy surcharge on the risk of price changes performed
differently in the United States and in Europe. While in the North American market the alloy surcharge is
always respected by the market and is a factor of price stability, in Europe the traditional system of base price
and alloy surcharge has been partially replaced by an effective pricing system due to import pressure.

In 2021 and the first half of 2022, increased confidence in the economy and improved activity boosted
stainless steel demand and consumption. The rapid recovery of the main consuming countries coupled with
the global logistics crisis and high transportation prices contributed to limiting imports worldwide, which
favoured the recovery of prices.

The elimination of export subsidies in China, together with the control of CO2 emissions exercised by Beijing
(as part of an effort to reduce emissions and energy consumption within the Green Agenda), made it possible
to correct the oversupply that has characterised the market in recent years.

The manufacturing process is planned on the basis of the existing customer backlog. The Group’s
manufacturing period is 15 days, allowing it to link the cost of raw materials with the selling price to the
customer through the aforementioned alloy surcharge. Strict control over inventories and the adaptation of
the production process to market circumstances help to mitigate the risk of raw material price fluctuations.
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Raw materials used for the high-performance alloys division

The high-performance alloys division involves alloys whose content of listed metals such as nickel is much
higher than that of stainless steel, reaching up to almost 100% in certain alloys. In addition, they may also
contain other metals such as copper, cobalt, aluminium and molybdenum. The metal content in this type of
alloys accounts for 2/3 of the total cost of the product and the selling price of these alloys is up to 10 times
higher than that of stainless steel. The manufacturing period lasts around three to four months and,
accordingly, the Group must purchase metals several months before they are sold.

Due to the percentage of metals in the total cost of the product and the associated price volatility, customers
in this sector always demand fixed prices, which the Group guarantees when orders are received, initially
assuming the full risk of raw material volatility. To mitigate this risk, the Group has a metals trading
department in this division, which is responsible for entering into derivatives on the LME (London Metal
Exchange) to hedge the metal purchases required to manufacture the products demanded by customers. In
the case of metals not listed on the LME, natural hedges through physical stock are undertaken.

In order to avoid the volatility caused by the valuation of these derivatives in the income statement, following
the incorporation of the High Performance Alloys division into the Group, it was decided to carry out an
analysis of the economic model and hedging relationships in order to assess the possible application of hedge
accounting to these derivatives. At 1 January 2021, hedging relationships for new derivatives entered into
from that date were documented and a model to ensure hedge effectiveness was implemented, so the Group
started to apply hedge accounting for the recognition of a large number of these financial instruments.
Financial instruments entered into prior to 1 January 2021 that had not yet matured continued to be
recognised in income for the year until they matured. Note 12.2.6 includes detailed information on these
instruments.

A 20% increase in the price of listed metals, which the Group hedges through forward purchases and sales,
would currently have an impact on the valuation of derivatives of EUR 24 million, with EUR 23.9 million of this
total having a direct impact on other comprehensive income (equity) and EUR 0.1 million impacting on profit
for the year. On the other hand, a 20% drop in the price of these metals would have a negative impact of EUR
-23.9 million on the Group’s equity and EUR -0.1 million in terms of income.

Risk of price distortion due to the accumulation of stock in the market

The stainless steel market is characterised by robust demand, which has grown at an annual rate of
approximately 6% for over 50 years. The demand for stainless steel for all industrial applications and its
presence in all industries guarantee that this growth rate will be sustained in the coming years. Although end
consumption continues to grow steadily, the fact that this market is largely controlled by independent
wholesalers leads to volatility in apparent consumption, based on their expectations regarding nickel price
trends on the London Metal Exchange (LME) and their resulting stockpiling or inventory realisation strategies.

Fluctuations in the price of nickel also affect consumer demand. Reductions in the price of nickel tend to go
hand in hand with short-term drops in demand. Conversely, a rise in nickel prices tends to go hand in hand
with higher demand. To reduce the risk arising from the fact that independent wholesalers control the
majority of the market, the Acerinox Group has developed a sales network that enables it to supply end
customers on a continuous basis, by means of warehouses and service centres through which the Group’s
production is channelled. This policy has enabled the Group to obtain a significant market share among end
customers, enabling it to stabilise its sales and, therefore, reduce this risk.

Risk of overvaluation of inventories
The convenience of maintaining sufficient inventory levels at the Group’s warehouses entails the risk that
these inventories might be overvalued with respect to their market price. The Group mitigates this risk by

keeping strict control of its inventory levels.

The valuation of raw materials, work in progress and finished goods at average cost also helps to reduce the
volatility of costs and, therefore, the impact of nickel price fluctuations on margins.
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During the year, an adjustment of inventories to net realisable value of EUR 98 million was necessary due to
the decline in demand in the last quarter, high production costs and falling prices.

In conclusion, the aforementioned factors (own sales network, controlled inventory levels, alloy surcharges,
average cost valuation, shortening of the production cycle and a policy of accepting short-term orders) help
to reduce exposure to the main risk, namely the cyclical nature of apparent consumption due to the volatility
of raw material prices. As this is, in any case, a factor beyond the Group’s control, effective management of
this risk is not always sufficient to eliminate its impact.

During the year, Asia was the only region affected by the pandemic. Tough lockdowns in China have led to a
sharp fall in domestic demand whose recovery has been moderated by the government’s zero COVID policy
and the severe crisis in the construction sector.

The pandemic did not affect the Group’s operations this year.

The Acerinox Group relaxed precautionary measures throughout the year, but always within the Company’s
“Covid Play Book” action protocol, 3 document that sets out the measures to be taken in each situation.

Already in 2021, increased confidence in the economy and improved activity, largely on the back of hopes
regarding the impact that vaccines will have, significantly boosted stainless steel demand and consumption.
This recovery has continued in 2022.

In 2021, despite the various pandemic waves that took place, the Group’s activity was only affected at its
Malaysian plant, which was forced to shut down production for two months during the summer due to the
closure of all non-essential services in the country. Once activity recovered, the market response was very
positive, following the trend we have seen in other markets.

The steel market was characterised by an overall rise in apparent consumption, correcting the decrease
experienced in 2020 and surpassing the 2019 pre-Covid levels.

In the case of high-performance alloys, recovery was somewhat later and slower and it was not until June
2021 that pre-Covid volumes were reached. That year, market recovery stood at 5% after the dramatic fall-
off in 2020. According to market studies, all nickel alloy end-user markets recovered in 2021, with the
exception of aerospace, marine applications and the process industry.

As regards the geopolitical situation caused by the Russian invasion of Ukraine, this has not had a significant
direct impact on the Group this year, but it has had an indirect impact, due to the increase in energy prices,
motivated by the uncertainties caused by the war and the political instability.

As far as the Group’s business was concerned, from the moment the war started, the Group’s exposure in
Russia was reduced to a minimum and sales were halted. The Group is closing its sales office in the country,
which had only three employees. The Group is currently in the process of closing this office.

With regard to purchasing, the Group has very diversified sources of supply of raw materials and follows a
strategy of responsible purchasing. Significant efforts have been made during the year to secure alternative
supplies, which has made it possible for the Group not to be dependent on Russian raw materials.

Due to the uncertainties that existed throughout the year regarding Germany’s dependence on gas supplies
from Russia, the Group set up a monitoring committee to assess the impact of possible measures in that
country and to mitigate the consequences for the Group.

The projections used in the Annual Accounts took into account the impact that could result from this conflict,

although the Company’s management believes that the impact that this situation could have is not material.
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Credit risk is defined as the possible loss that could be incurred through failure of a customer or debtor to
meet contractual obligations.

The Group’s exposure to credit risk is determined by the individual characteristics of each customer and,
where applicable, by the risk inherent to the country in which the customer operates. Due to the diversity of
its customers and the countries in which the Group operates, credit risk is not concentrated in any individual
customer, sector or geographical region. None of the Group’s customers, whether in the stainless steel or the
high- performance alloys division, account for more than 10% of the Group’s total sales.

The Group hedges its commercial and political risks either through credit insurance companies, or through
letters of credit and bank guarantees extended by banks of recognised solvency located in countries with low
financial risk. Credit insurance hedges between 90% and 95% of declared commercial risks, depending on the
country in which the customer is located and the insurance company, and between 90% and 95% of political
risks. The Group’s main credit insurer has an A2 credit rating from Moody’s and an A (excellent) rating from
A.M Best.

In 2022 payouts of EUR 742 thousand were collected under the credit insurance policy (2021: EUR 136
thousand).

A Risk Committee is responsible for monitoring the Group’s credit risk policy. New customers are analysed in
conjunction with the insurance company, which assigns a covered amount, enabling the Group to offer its
general payment terms to those that fulfil the required credit conditions. Where required, the Risk Committee
also performs a case-by-case analysis of customers’ creditworthiness, setting credit limits and payment
terms. Otherwise, payment in cash is required.

The Risk Committee consists of representatives from the sales, financial and legal departments. The risks of
the companies that make up the Acerinox Group are analysed and information is, in turn, received from the
Delegated Risk Committees of North American Stainless, Bahru Stainless, Columbus, Grupinox (which
represents the sales network in Spain) and VDM Metals.

Among other duties, the Risk Committee reviews the status of past-due debts, monitors sales with excessive
exposure and authorises the transfer of internal risk or, depending on the amount, requests approval from the
Management Committee.

The Group has long-standing commercial relationships with many of its customers. Delays in payment result
in specific monitoring of future deliveries, payment terms and the review of credit limits.

Where permitted under local legislation in the country in which the customer operates, retention of title
clauses may exist, to secure recovery of goods in the event of default.

The Group occasionally uses other financial instruments to reduce credit risk, such as factoring operations.
The Group derecognises factored financial assets when the risks and rewards of these assets have been
substantially transferred.

The Group makes the valuation adjustments to trade receivables it deems necessary based on an expected
credit loss model which analyses the average credit losses at each of the subsidiaries and the claims incurred
on the credit insurance policies taken out, as detailed in Note 2.12.2.

Note 12.2.1 details the changes in valuation adjustments to trade receivables.

The consolidated balance of trade receivables at 31 December 2022 was EUR 575,036 thousand (2021: EUR
772,681 thousand), and revenue in 2022 amounted to EUR 8,688,494 thousand (2021: EUR 6,705,739
thousand). This represented an average collection period of 24 days at the Group (2021: 42 days).
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Credit risk insurance was taken out for 51% of consolidated net sales (2021: 52%). Cash conditions existed for
3% of sales (2021: 3%). Confirmed letters of credit or guarantees were used to hedge credit risk in 1% of
consolidated net sales (2021: 1%). Domestic sales by North American Stainless Inc., which entail a very low
risk due to the collection period of under 30 days, accounted for 41% of consolidated net sales (2021: 39%),
allowing deliveries to be controlled and reducing potential impairment losses.

The analysis of the age of the receivables is as follows:

(Amounts in thousands of euros)

2022 |% receivables 2021 |% receivables
Not past due 479,565 83% 706,363 91%
Less than 30 days 75,550 13% 55,687 7%
Between 30 and 60 days 13,282 2% 5,722 1%
Between 60 and 90 days 1,554 0% 605 0%
More than 90 days 5,085 1% 4,304 1%
TOTAL 575,036 772,681

The Group has made provisions for EUR 4,868 thousand (2021: 5,050 thousand of euros). A provision was
made for EUR 864 thousand in 2022 (2021: EUR 483 thousand), accounting for 0.010% of sales in 2022
(2021: 0.007 %). The Group’s expected credit loss ratio is 0.019% (2021: 0.022%).

Most of the past-due receivables are insured and generally reflect customary delays in trading activity (80%
of past-due receivables are aged less than 30 days). At 09 March 2023, over 90% of the aforementioned
past-due balances had been collected (2021: 90%).

In view of the default rates in all industries, the Group considers that the above figures are highly satisfactory
and confirm the success of its commercial risk policy.

Any advances to non-current asset suppliers are hedged through bank guarantees issued by the supplier and
confirmed by banks of recognised solvency.

In relation to the credit risk of bank balances, as a general rule only banks and financial institutions that are
rated by an independent third party with a "“Ba3” credit rating from Moody’s are accepted. The Group has no
significant concentration of risk, as the likelihood of default by the banks and financial institutions thus
authorised is remote, based on their high credit ratings.

With regard to credit risk, non-payment and delays in payment were no higher than in any other year. The
Group does not expect significant impacts in the future in view of the risk coverage policy in place and the
high percentage of risks covered.

Nevertheless, 2022 was a low accident rate for the Acerinox Group overall, especially considering the
uncertainty caused by the invasion of Ukraine.

Liquidity risk is the risk of not being able to meet present and future obligations, not having the funds
required to perform the Group’s activities.

The Group is primarily financed through the cash flows arising from its operations, in addition to loans and
financing facilities.
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During the year, the Company has maintained good access to liquidity through long-term loans and lines of
financing in excess of the amounts needed at any given time.

The Group’s cash resources are centrally managed in order to optimise resources. The Group’s debt is
primarily concentrated within the Parent of the Group (more than 70% of total gross debt at year-end).

Based on its cash flow estimates and considering its investment plans, the Group has sufficient funding to
meet its obligations, and maintains a sufficient level of undrawn credit facilities, as well as high levels of
liquidity, to hedge liquidity risk.

In 2022 and 2021 no defaults occurred on the principal or interest of the Group’s various financing facilities.

At year-end the Group had access to short- and long-term financing facilities totalling EUR 2,786 million and
approved non-recourse factoring facilities amounting to EUR 480 million. The amount drawn down on the
financing facilities at 31 December 2022 amounted to EUR 1,989 million and EUR 329 million on the factoring
facilities. In 2021 the short- and long-term financing facilities available to the Group amounted to EUR 2,582
million, and non-recourse factoring facilities amounted to EUR 520 million, while the drawdowns against the
financing facilities amounted to EUR 1,853 million and drawdowns against the factoring facilities amounted to
EUR 287 million. At 31 December 2022, cash and cash equivalents amounted to EUR 1,548,040 thousand
(2021: EUR 1,274,929 thousand).

Cash and cash equivalent balances are available and there is no restriction on their use.

The Group makes short-term cash placements -never exceeding three months- and only at banks of
recognised solvency.

In addition, the Group continuously monitors the maturity profile of its financial debt in order to establish the
longest possible annual maturities.

In this regard, the most notable financing operations in 2022 were as follows:
Renewal and extension of credit facilities up to a total amount of EUR 301 million and USD 135 million.

Novations of existing loans with extension of amounts up to EUR 320 million and with extension of
maturities.

Signing of five new long-term loans with various financial institutions for a total amount of EUR 145
million.

Refinancing of VDM for a total amount of EUR 340 million, through a long-term loan of EUR 50 million
and seven bilateral financing facilities for an aggregate amount of EUR 290 million.

Increase in lines for the issuance of import letters of credit by more than EUR 100 million.
These financing transactions are explained in Note 12.2.3.
The most notable financings in 2021 were the renewal of the syndicated factoring agreement for EUR 370
million and the conversion of two long-term loans with Caixabank and Banco Sabadell, taken out in 2020, into
sustainable loans of EUR 80 million each. Part of the debt was also renegotiated and three new loans were

signed with the Group’s financial institutions. The volume of these transactions amounted to EUR 650 million.
In addition, VDM signed a new EUR 30 million loan with Intesa Sanpaolo.
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The analysis of the Group’s payment obligations at the end of 2022 is as follows:

(Amounts in thousands of euros)

2022
Future cash flow maturities (payments)
Amount at An;lj)tuur;teof Lessthan 6| 6-12 1-2 vears | 2-5vears tl\r:laorZES Undetermined
31/12/2022 months months Y Y maturity
payments years
Non-current payables 1,394,032 -1,522,861 -15,663| -23,780| -299,387| -1,089,169| -94,862
Current payables 594,492 -604,031 -540,953| -63,079
Payable to suppliers and 1,147,564 | -1,147,564| -1,147,564
other payables
Other non-current 14,971 -14,971 -8,366 -905| -1,386 -4,314
financial liabilities
FINANCIAL
DERIVATIVES
Hedges through interest -34,305 36,349 2,802 6399 12,085 14,720 343
rate swaps
Commodity derivatives - -31,756 31,756 24,639| 6,851 266
purchases
Commodity derivatives - 11,399 -11,399 872| -12,292 20
sales
Currency forwards 3,648 3.648 3.648
against exports
Currency forwards 10,878 -10,878|  -10,878
against imports
TOTAL 3,103,628 | -3,239,952| -1,683,097| -85,901| -295,382| -1,075,354| -95,905 -4,314

The balances of “Payable to Suppliers and Other Payables” do not include payables to Public Administrations.

“Other non-current financial liabilities” classified as having an indefinite maturity relate mainly to deposits and
guarantees with an indefinite maturity. The remainder are leasing payments.

Future cash flow maturities include the principal plus interest based on contractual interest rates at year-end.

Approved investments not recognised under property, plant and equipment under construction at the
reporting date are not included.

Acerinox is aware of the risks and opportunities it faces that stem from climate change. The company pays
special attention to environmental protection and the efficient use of natural resources in the development of
its activities.

As stated in the “Acerinox Positive Impact 360" Action Plan approved by the Board of Directors in 2020, the
main aim is to “support and reinforce the business strateqy, promoting the company’s response to
environmental, social and good governance challenges through a global vision, reducing risks and developing
opportunities”.

Acerinox understands that business management is linked to a8 commitment to sustainability which takes the
form of the specific, ambitious and measurable objectives that are set out in the company’s Sustainability
Plan.

The impact of climate risk on financial statements are both wide-ranging and potentially complex and will
depend on sector-specific risks. When analysing future business estimates, probability scenarios are
presented in which not only the physical consequences of climate change are assessed, but also the changes
in environmental regulations to deal with it. These are the so-called physical risks and transitional risks of
climate change, with both having economic and financial consequences.
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Climate change and transition risk is a risk arising as a result of energy transition (requlation, market,
technologies) and the physical impact of climate change (acute and chronic).

In order to include the climate variable within risk and opportunity management and Acerinox’s strategic
planning, the identification, measurement and management of climate change risks and opportunities are
carried out pursuant to the recommendations of the Task Force on Climate-related Financial Disclosures
(TCFD). Climate change risks and opportunities are included in the Group’s Corporate Risk Map, in line with the
Company’s Strategic Plan and the International Climate Agenda.

Through its Audit Committee and Sustainability Committee, the Acerinox Board of Directors exercises its
oversight and monitoring of sustainability and the non-financial information provided by the company. As part
of this task, these Committees have approved and monitor the Sustainability Strategy that forms part of the
Strategic Plan, which includes the reflections made by the company in relation to the risks and opportunities
arising from climate change as a fundamental element in its point of departure.

Commitments have been determined for each of the Strategic Pillars as expected objectives in response to
the implementation of the actions determined. In addition to the commitments included for each of the
Strategic Lines determined in the Action Plan, six high-level Strategic Objectives have been approved of
which the following are climate-change related:

Greenhouse gas emissions: 20% reduction in GHG emission intensity (Scope 1 and 2) by 2030
compared to the 2015 baseline.

At the end of the year, Acerinox increased its emissions intensity by 2% compared to 2021, although
it reduced it by 8% compared to the base year of 2015 (reduction of 3.45% and 10.29% in emissions
intensity in 2021 compared to the previous year and the base year, respectively).

Supporting the energy transition, Acerinox has increased its renewable energy contracts to 284,750
MWh per year (105,120 MWh per year in 2021). In 2021, Acerinox reduced its energy intensity by
1.6% compared to 2020 and by 3.2% compared to the base year.

Energy efficiency: 7.5% reduction in energy intensity by 2030 compared to the 2015 baseline.

During the year, Acerinox increased its energy intensity by 6% compared to 2021 and by 3%
compared to the base year.

Waste reduction target: 90% waste recycled in 2030.

During the year, Acerinox achieved 79% against the 2020 benchmark with a 10% increase in waste
recycled over 2021.

Water consumption: 20% reduction in freshwater consumption intensity by 2030 compared to the
2015 baseline.

During the year, Acerinox reduced water consumption by 15% compared to the base year of 2015,
albeit with an increase of 11% compared to 2021.

In 2022, the enerqgy crisis, exacerbated by the invasion of Ukraine and the subsequent impact on economies
around the world, combined with high inventory levels at distributors due to high imports, led to a decline in
stainless steel production in the last half of the year. This decrease in production had a significant impact on
the efficiency of the mills, worsening the indicators for CO2 emission intensity and energy intensity per tonne
of steel produced, although the total volume of emissions decreased.

The impact of climate risk on the Group’s financial statements is structured into three main areas: analysis of
the recoverability of non-financial assets, determination of the useful lives of plants and equipment and credit

ratings.

With regard to recoverability analyses of non-financial assets, the Group has incorporated climate risk in the
estimates, making the corresponding forward-looking judgments. The growth rates used and discount and risk
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rates are market ratios that also implicitly reflect the valuation of climate risk. These rates do not differ
significantly from those applied in previous years. Due to the nature of the business, we feel that there is no
material impact from climate change risk that would indicate impairment for any of the Group’s CGUs or their
inventories.

Regarding the determination of useful lives set out in Note 3, Group management determines the estimated
useful lives and related depreciation charges of its plant and equipment based on valuations carried out by
experts, taking into account technical innovations, variations in the activity levels of the plants, regulatory
changes etc. Management periodically reviews the depreciation charge, which is modified whenever the
estimated useful lives are different from the lives previously applied.

With regard to credit ratings and the limitation that regulations impose on financial institutions to provide
financing to unsustainable companies, the European Commission has published its classification of sustainable
finance, which serves as a tool to help financial agents and companies define which activities are considered
as such. The EU Taxonomy provides a universal definition of the environmental sustainability of economic
activities at European level and contributes to the dissemination of consistent and transparent information on
how companies are progressing in line with EU-wide transition plans and contributing to the EU’s
environmental objectives. In accordance with the provisions of the Regulation, companies subject to the
presentation of their Non-Financial Reporting Statements must include in their management reports
information related to the degree of sustainability of their activities. In particular, non-financial companies
must disclose the proportion of turnover, capital expenditure and operating expenditure (CapEx and OpEx)
that complies with the Taxonomy Regulation. Implementation is being phased in progressively. The first
exercise carried out in 2021, was to identify the potential activities that could be considered sustainable
(eligibility) based on the above indicators. From 2022 onwards, an assessment has been made of the technical
criteria provided for in the Regulation, which will determine the alignment of activities with the Taxonomy.

In terms of eligibility criteria, stainless steel fabrication has been considered, according to the taxonomy
regulation, as a potentially sustainable (eligible) activity.

The activity, in addition to being Eligible, must demonstrate that it meets the requirements of Article 3 of the
Regulation which, in summary, are:

Substantial contribution to one or more of the six EU environmental objectives.

It does not cause significant harm to the other environmental objectives (Do No Significant Harm -
DNSH-).

It complies with the minimum social safeguards.

So far, the technical criteria of substantial contribution to Objectives 1 and 2 (climate change mitigation and
adaptation) contained in Annex | and Il of the Climate Delegated Regulation have been adopted. In the case of
stainless steel, these technical criteria only apply to electric arc installations and set specific thresholds for the
carbon intensity indicator per tonne of product and the percentage of scrap used.

For the first time in its non-financial information report, the Group has published revenue, Capex and
operating expense indicators based on alignment criteria, which determine the proportion of each of these
items coming from products or services related to economic activities that are considered aligned.

During the year the Group has signed several sustainable loans with various financial institutions as explained
in Note 12.2.3. Sustainable loans establish interest rates linked to compliance with established Sustainability
Indicators.

Note 8 details the fixed assets whose purpose is the minimisation of environmental impact and the protection
and improvement of the environment, as well as the environmental expenses incurred by the Group.

On 31 January 2020, the United Kingdom of Great Britain and Northern Ireland ceased to be an EU Member
State and began to be considered a third country, following the ratification of the Agreement on the
withdrawal of the United Kingdom of Great Britain and Northern Ireland from the European Union. The
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Withdrawal Agreement envisaged a transition period from its entry into force until 31 December 2020, during
which EU law continued to be applied in the UK, with certain exceptions. The main purpose of the transition
period was to provide a time period for citizens, entities and Public Administrations to adapt to the new
situation, and to provide a framework of stability for the negotiation of an agreement on the future
relationship between the EU and the UK. The negotiations over the agreement culminated on 24 December
2020, after an agreement in principal was reached in relation to a Trade and Cooperation Agreement and a
Security of Information Agreement, among others. These agreements entered into force on 1 January 2021.

On 1 January 2021, the UK ceased to enjoy the rights and obligations it had held as an EU Member State and
which it had also held during the transition period envisaged in the Withdrawal Agreement. This has created
new barriers to trade in goods and services and to cross-border mobility and exchanges in both directions.

However, apart from the administrative and tax changes, this withdrawal had no significant impact on the
Acerinox Group. The Group has one distribution subsidiary and no production assets in that country. The
subsidiary imports the material that is manufactured at any of the Group’s manufacturing plants and sells it in
the United Kingdom. The non-current assets held by the Group in the UK total EUR 3.9 million (with the
Group’s total non-current assets amounting to EUR 1,902 million). Also, sales made in that country represent
just 2.8% of the Group’s total sales. Any flight of customers that may occur as a result of Brexit should not
lead to a decrease in the Group’s sales, as this can be offset in any other country, given that it is a global
market.

The Group’s subsidiary in the United Kingdom increased its turnover this year by 114% (2021: 35%) and its
pre-tax profit by 17% (2021: 47%), demonstrating that Brexit has had no impact on the Group, apart from
administrative changes in the reporting of transactions.

The aims of the capital management policy are:

to safequard the Group’s capacity to continue its sustained growth;
to provide sufficient returns to shareholders; and
to maintain an optimal capital structure.

The Company manages its capital structure and makes adjustments to it based on changes in economic
circumstances. To maintain and adjust the capital structure, the Company can adopt various policies relating
to the payment of dividends, the reimbursement of the share premium, share repurchases, self-financing of
investments, non-current borrowings, etc.

Capital structure is controlled using various ratios, such as the net financial debt/EBITDA ratio, understood to
be the period necessary for the resources generated by the Company to cover the level of debt; or the
gearing ratio, i.e. the relationship between the net financial debt and equity of the Company.

Net financial debt is taken to be the sum of current and non-current bank borrowings, plus bonds issued, less
cash and cash equivalents. EBITDA reflects profit or loss from operations, less depreciation and amortisation,
changes in operating provisions and allowances, and impairment losses recognised in the year.

At 0.35 times (2021: 0.58 times), the net financial debt/EBITDA ratio is the second lowest value achieved by
the Group in its entire history (the lowest figure was achieved in 1995). This is a very satisfactory figure for
our sector, especially following the acquisition of VDM, which increased indebtedness by EUR 398 million.

Cash generation, established as one of the priorities in the Group’s Strategic Plan, has also performed
outstandingly well. The favourable results obtained resulted in an operating cash flow of EUR 544 million
(2021: EUR 388 million), despite an increase in working capital of EUR 479 million (2021: EUR 460 million)
due to the increased activity and the rise in raw material prices.

Following investment payments of EUR 126 million, generated free cash flow amounted to EUR 419 million.

In 2022 the company invested EUR 336 million in shareholder remuneration, 132% higher than the previous

year, representing a payout of 60% and 14% of market capitalisation at 31 December 2022.
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In 2022, a cash payment of EUR 0.50 per share was made and two share buyback programmes were carried
out. The Board of Directors also approved a new Shareholder Remuneration Policy: the Board of Directors of
Acerinox, S.A. held on 20 December 2022 decided to propose to the Ordinary Annual General Meeting of
Shareholders of the Company a dividend of EUR 0.60 per share charged to 2022 results, of which EUR 0.30
will be paid as an interim dividend on 27 January 2023. This dividend will be submitted for approval at the
Annual General Meeting to be held in 2023.

Moreover, the Board of Directors is fulfilling its commitment to improve earnings per share by redeeming the
shares issued in the four years (2013-2016) in which the dividend was paid by means of a scrip dividend.

Effective 30 August 2022, 10,821,848 shares of Acerinox, S.A. have been delisted from trading on
the Madrid and Barcelona Stock Exchanges. This completes the execution of the share buyback
programme for the repurchase of 4% of the share capital for redemption, which was published as
Inside Information on 20 December 2021.

The Board of Directors of Acerinox, S.A. held on 27 July 2022, approved a share buyback program
for share depreciation and amortisation. On 26 October 2022, the Company completed the
acquisition of 10,388,974 shares, or 4% of the Company’s share capital. The redemption of the
10,388,974 shares acquired through the Share Buy Back Programme will be proposed to the Ordinary
Annual General Meeting in 2023.

The Group’s net financial debt decreased by EUR 138 million to EUR 440 million (2021: EUR 578 million).

The gearing ratio stood at 17.3%, a 25-year low.

As in 2021, during 2022 the Group continued to contract and novate its financing facilities by renegotiating
the fixed rate or margin, increasing the nominal amount and extending the maturity. Details of all financing
transactions carried out during the year are included in Note 12.2.3.

At year-end, the Group had sustainable financing totalling EUR 659 million, linking the cost of the credit to the
evolution of two established indicators to be reviewed annually. The majority of the Group’s financing at 31
December 2022 corresponded to term loans. Of these, 70% were due to mature in over a year. 77% of the
Group’s loans and private placements are at fixed interest rates (these figures include those loans closed at
variable interest rates but hedged with an interest rate derivative).

As of 31 December 2022 Acerinox Group had liquidity amounting to EUR 2,345 million. Of this, EUR 1,548
million corresponds to cash and cash equivalents and short-term deposits and EUR 797 million to available
financing at various Group subsidiaries.

The geographical diversification of the Group’s factories (with three integrated stainless steel flat product
manufacturing plants, one cold-rolling plant and three long product manufacturing plants) ensures that an
accident would not affect more than one third of total stainless steel production. This gquarantees business
continuity, while adequate coordination between the other factories mitigates the consequences of material
damage to any of the facilities.

Sufficient coverage has been arranged for the Group’s factories through material damage and loss-of-profit
insurance policies, which account for over 54.62% of the Acerinox Group’s insurance expenditure. Also, all
assets under construction are covered by the insurance policies taken out by the respective suppliers as well
as the global building and assembly policy.

The Group also has a reinsurance company based in Luxembourg (Inox Re), which manages these risks by
assuming a portion as self-insurance and accessing the reinsurance market directly.

The Acerinox Group has also arranged general third-party liability, environmental, credit, transport and group
life and accident insurance policies to reduce its exposure to these various risks.

In the high-performance alloys division, VDM Metals has a set of insurance policies which is very similar, and
in certain cases complementary, to the Acerinox Group’s insurance programme. In order to optimise the
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Group’s insurance programme, some of the policies were renewed during the year after their expiry date on
new terms agreed by the Group.

NOTE 5 - SCOPE OF CONSOLIDATION

There were no business combinations in 2021 or 2022.

There were no changes in the Group’s scope of consolidation during the year.

With regard to the 2021 financial year, at its meeting held on 15 December 2020, the Board of Directors of
Acerinox, S.A. gave authorisation to carry out a capital increase at Bahru Stainless, with no cash contribution,
through the capitalisation of USD 349.5 million from the loan granted by Acerinox, S.A. to its subsidiary.
Acerinox, S.A.'s ownership interest in Bahru Stainless was 98.15% prior to the capital increase.

On 2 April 2021, Bahru’s Annual General Meeting was held and approved the capital increase. The non-
controlling shareholder has decided not to participate in the capital increase, which has diluted its stake to
1.1874%. The new capital stock of Bahru Stainless, Sdn. Bhd. was registered on 14 April.

Acerinox, S.A. recognised an increase in its investments in Group companies amounting to EUR 293,535

thousand, equal to the fair value of the capitalised loan, and which did not differ significantly from its carrying
amount at that date.

At 31 December 2022 and 2021, in addition to Acerinox, S.A., the scope of consolidation of the Acerinox

Group included 55 fully consolidated subsidiaries.

The detail of investments in associates in 2022 is as follows:

2022
OWNERSHIP
COST
(in % NOMINAL HOLDER OF
FULLY CONSOLIDATED COMPANIES COUNTRY OWNERSHIP AUDITOR
thousands VALUE
INTEREST
of euros)
ACERINOX (SCHWEIZ) A.G. Mellingen - Switzerland 327 100% ACERINOX S.A. PWC
5 A 598 90% ACERINOX S.A.
ACERINOX ARGENTINA S.A. “/‘:?O‘:ﬂti‘;? ) 3 10% INOXIDABLES DE | Estudio Canil
9 o EUSKADI S.A.U.
ACERINOX AUSTRALASIA PTY. LTD. Sidney - Australia 385 100% ACERINOX S.A.
209 99.98% ACERINOX S.A.
ACERINOX BENELUX S.A. - N.V. Brussels - Belgium o 0.02% INOXIDABLES DE PWC
e EUSKADI S.A.U.
373 100% ACERINOX S.A.
ACX DO BRASIL REPRESENTACOES, LTDA S0 Paulo - Brazil o 0001 INOXIDABLES DE
g EUSKADI S.A.U.
ACERINOX CHILE, S.A. Sa”t'agghﬂz Cils = 7,545 100% ACERINOX S.A. PWC
ACERINOX COLOMBIA S.A.S Bogota D.C. - Colombia 68 100% ACERINOX S.A.
ACERINOX DEUTSCHLAND GMBH Langenfeld - Germany 45,496 100% ACERINOX S.A. PWC
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ACERINOX EUROPA, S.A.U

ACERINOX FRANCE S.A.S

ACERINOX INDIA PVT LTD

ACERINOX ITALIA S.R.L.

ACERINOX METAL SANAYII VE TICARET L.S.

ACERINOX MIDDLE EAST DMCC (DUBAI)
ACERINOX PACIFIC LTD.

ACERINOX POLSKA, SP Z.0.0

ACERINOX RUSSIA LLC
ACERINOX SCANDINAVIA AB
ACERINOX S.C. MALAYSIA SDN. BHD
ACERINOX SHANGAI CO., LTD.

ACERINOX (SEA), PTE LTD.
ACERINOX U.K, LTD.

ACEROL - COMERCIO E INDUSTRIA DE ACOS
INOXIDAVEIS, UNIPESSOAL, LDA.

BAHRU STAINLESS, SDN. BHD
COLUMBUS STAINLESS (PTY) LTD.

CORPORACION ACERINOX PERU S.A.C
INOX RE, S.A.

INOXCENTER CANARIAS, S.A.U
INOXCENTER, S.L.U.
INOXFIL S.A.

INOXIDABLES DE EUSKADI S.A.U.

INOXPLATE - COMERCIO DE PRODUCTOS DE
ACO INOXIDAVEL, UNIPESSOAL, LDA.

METALINOX BILBAO, S.A.U
NORTH AMERICAN STAINLESS INC.

NORTH AMERICAN STAINLESS CANADA, INC

NORTH AMERICAN STAINLESS MEXICO S.A.
DE C.V.

NORTH AMERICAN STAINLESS FINANCIAL
INVESTMENTS LTD.

ROLDAN S.A.
VDM METALS HOLDING GMBH

VDM METALS INTERNATIONAL GMBH

VDM METALS GMBH

VDM (SHANGHAI) HIGH PERFORMANCE
METALS TRAD. CO. LTD.

VDM HIGH PERFORMANCE METALS
NANTONG CO. LTD.

VDM METALS AUSTRALIA PTY. LTD.

Algeciras - Spain 341,437
18,060
Paris - F
aris - France o
Mumbai - India 155
Milan - Italy 78,844
GUmUssuyu / Beyoglu - 150
Turkey
Dubai - United Arab
: 10
Emirates
Wan Chai - Hong Kong 7,467
25,174
Warsaw - Poland 4
Saint Petefsburg - 100
Russia
Malmo - Sweden 31,909
Johor - Malaysia 19,476
Shanghai - China 1,620
Singapore - Singapore 193
Birming‘ham - United 28,494
Kingdom
Trofa - Portugal 15,828
Johor - Malaysia 96,480
M|dde|burg - South 263,558
Africa
Lima - Peru 314
Luxembourg 1,225
Telde (Gran Fianaria) - 270
Spain
Barcelona - Spain 17,758
Igualada (Ba_rcelona) = 6,247
Spain
Vitoria - Spain 2,705
Trofa - Portugal 10,193
Galdacano (Yizcaya) - 3,718
Spain
Kentucky - USA 546,042
Canada 5,091
Apodaca - N.L.Mexico 18,948
Kentucky - USA 15
Ponferrada - Spain 17,405
Werdohl - Germany 313,315
Werdohl - Germany 51,404
Werdohl - Germany 102,037
Shanghai - China 200
Nantong - China 2,087
Mulgrave - Australia 1,322
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100%
99.98%

0.02%

100%

100%

100%

100%

100%
99.98%

0.02%

100%

100%
100%

100%

100%
100%

100%
98.81%
76%

100%
100%

100%
100%
100%

100%

100%

100%
100%

100%

100%

100%

99.77%
100%

100%

100%

100%

100%

100%

ACERINOX S.A.
ACERINOX S.A.

INOXIDABLES DE
EUSKADI S.A.U.

ACERINOX S.A.

ACERINOX S.A.

ACERINOX S.A.

ACERINOX S.A.

ACERINOX S.A.
ACERINOX S.A.

INOXIDABLES DE
EUSKADI S.A.U.

ACERINOX S.A.
ACERINOX S.A.
ACERINOX S.A.
ACERINOX S.A.

ACERINOX S.A.
ACERINOX S.A.

ACERINOX S.A.
ACERINOX S.A.
ACERINOX S.A.

ACERINOX S.A.
ACERINOX S.A.

INOXCENTER
ACERINOX S.A.
ROLDAN S.A

ACERINOX
EUROPA, S.A.U
ACEROL -
COMERCIO E
INDUSTRIA DE
ACOS
INOXIDAVEIS,
UNIPESSOAL, LDA.

ACERINOX S.A.
ACERINOX S.A.

NORTH AMERICAN
STAINLESS INC.

NORTH AMERICAN
STAINLESS INC.

ACERINOX S.A.

ACERINOX S.A.

ACERINOX S.A.

VDM METALS
HOLDING, GMBH.

VDM METALS
HOLDING, GMBH.

VDM METALS,
GMBH.

VDM METALS
INTERNATIONAL
GMBH

VDM METALS,
GMBH.

PWC
PWC

ISK &
Associates
Collegio
Sindicale -
Studio
Revisori
Associatti

HLB Hamt
PWC

PWC

PWC
PWC
Shanghai
Shenzhou
Dalong
PWC

PWC

PWC
PWC
PWC

PWC
PWC
PWC
PWC

PWC

PWC
PWC

PWC

PWC

PWC
PWC

PWC

PWC

Pan-China
Certified
Public
Accounts
Pan-China
Certified
Public
Accounts
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VDM METALS AUSTRIA G.M.B.H.

VDM METALS BENELUX B.V.

VDM METALS CANADA LTD.

VDM METALS DE MEXICO S.A. DE C.V.

VDM METALS FRANCE S.A.S.

VDM UNTERSTUTZUNGSKASSE GMBH

VDM METALS ITALIA S.R.L.

VDM METALS JAPAN K.K.

VDM METALS KOREA CO. LTD.

VDM METALS UK LTD.

VDM METALS USA LLC

Brunn am Gebirge - o VDM METALS,
Austria 4,515 100% GMBH.
- . VDM METALS
- 0y ’
Zwijndrecht - Belgium 2,535 100% GMBH. BDO
VDM METALS
- 0y ’
Vaughan - Canada 336 100% GMBH.
Naucalpan de Juarez - o VDM METALS, Grant
Mexico = o GMBH. Thornton
) } VDM METALS
- - 0y ’
Saint-Priest - France 8,465 100% GMBH.
VDM METALS
- 0y ’
Werdohl - Germany 0 100% GMBH.
Sesto San Giovanni - o VDM METALS,
Italy 10,704 100% GMBH.
VDM METALS
- 0y ’
Tokyo - Japan 178 100% GMEBH.
VDM METALS
- 0y ’
Seoul - Korea 103 100% GMBH.
VDM METALS
- - 0y ’
Claygate-Esher - UK 100 100% GMBH. BDO
Florham Park - USA 27,649 100% VD%EELALS’ PwWC

The activities of the Group companies are as follows:

Acerinox, S.A.: holding company of the Acerinox Group. As a holding company, it approves
and monitors the strategic business areas. It also provides a range of corporate services,
including legal, accounting and advisory services to all Group companies. It also handles the
management and administration of financing within the Group.

Acerinox Europa, S.A.U.: manufacture and marketing of flat stainless steel products.

North American Stainless, Inc.: manufacture and marketing of flat and long stainless steel
products.

Columbus Stainless (Pty) Ltd.: manufacture and marketing of flat stainless steel products. In
recent years, it has also complemented this activity with carbon steel manufacturing, which
has allowed it to utilise unused manufacturing capacity and dilute fixed costs.

Bahru Stainless, Sdn. Bhd.: cold rolling and marketing of flat stainless steel products.

Roldan, S.A.: manufacture and marketing of long stainless steel products.

Inoxfil, S.A.: manufacture and marketing of stainless steel wire.

VDM Holding Metals GmbH: is the holding company of the group of companies comprising
the High Performance Alloys business unit.

VDM Metals International GmbH, a company wholly owned by VDM Holding Metals GmbH,
procures the raw materials required for the production of the High Performance Alloys,
markets the finished products and centralises the VDM Group’s research and development
by directly managing and administering the business and outsourcing production to another
entity from the subgroup. The company also has a quality assurance department.

VDM Metals GmbH, the owner of the production facilities, processes raw materials into high-
performance alloys on behalf of VDM Metals GmbH.

Inox Re, S.A.: reinsurance company.

Inoxplate, Comercio de productos de Aco Inoxidavei, Unipessoal Lda: owner of the industrial
building in which the Group company in Portugal -Acerol, Comércio e industria de Acos
inoxidaveis- carries out its operating activities, for the lease of which it receives income.
North American Stainless Financial Investment, Inc.: provision of foreign trade advisory
services.

The rest of the companies, which are direct investees of either Acerinox, S.A. or the VDM
subgroup, engage in the marketing of stainless steel products or high-performance alloys.
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The detail of investments in associates in 2021 is as follows:

2021
OWNERSHIP INTEREST
COST
(in % NOMINAL HOLDER OF
FULLY CONSOLIDATED COMPANIES COUNTRY ° OWNERSHIP AUDITOR
thousands VALUE INTEREST
of euros)
ACERINOX (SCHWEIZ) A.G. Mellingen - Switzerland 327 100% ACERINOX S.A. PWC
5 A 598 90% ACERINOX S.A. Ectudi
ACERINOX ARGENTINA S.A. i o 10% INOXIDABLES DE Canil
° ° EUSKADI S.A.U.
ACERINOX AUSTRALASIA PTY. LTD. Sidney - Australia 385 100% ACERINOX S.A.
209 99.98% ACERINOX S.A.
ACERINOX BENELUX S.A. - N.V. Brussels - Belgium o 0.02% INOXIDABLES DE PWC
oen EUSKADI S.A.U.
373 100% ACERINOX S.A.
ACX DO BRASIL REPRESENTACOES, LTDA S0 Paulo - Brazil INOXIDABLES DE
0y
0 0.001% EUSKADI S.A.U.
ACERINOX CHILE, S.A. Sa”t'agghﬂz Qi = 7,545 100% ACERINOX S.A. PWC
ACERINOX COLOMBIA S.A.S Bogota D.C. - Colombia 68 100% ACERINOX S.A.
ACERINOX DEUTSCHLAND GMBH Langenfeld - Germany 45,496 100% ACERINOX S.A. PWC
ACERINOX EUROPA, S.A.U Algeciras - Spain 341,409 100% ACERINOX S.A. PWC
18,060 99.98% ACERINOX S.A.
ACERINOX FRANCE S.A.S Paris - France o 0.02% INOXIDABLES DE PWC
e EUSKADI S.A.U.
ACERINOX INDIA PVT LTD Mumbai - India 155 100% ACERINOX S.A. Ass'gfi:;es
Collegio
Sindicale -
ACERINOX ITALIA S.R.L. Milan - Italy 78,844 100% ACERINOX S.A. Studio
Revisori
Associatti
com / Beyod 150 99.73% ACERINOX S.A.
ACERINOX METAL SANAYII VE TICARET LS. umnussuyu 7 Beyogiu
Turkey o 0.27% INOXIDABLES DE
ern EUSKADI S.A.U.
Al Sharid
Auditing
Dubai - United Arab and
ACERINOX MIDDLE EAST DMCC (DUBAI) Ermitotos 10 100% ACERINOX S.A. | Manageme
nt
Consultanc
y
ACERINOX PACIFIC LTD. Wan Chai - Hong Kong 7,467 100% ACERINOX S.A. PWC
25,174 99.98% ACERINOX S.A.
ACERINOX POLSKA, SP Z.0.0 Warsaw - Poland . 0.02% INOXIDABLES DE PWC
e EUSKADI S.A.U.
ACERINOX RUSSIA LLC saint iit:srizb”rg ) 100 100% ACERINOX S.A.
ACERINOX SCANDINAVIA AB Malmé - Sweden 31,909 100% ACERINOX S.A. PWC
ACERINOX S.C. MALAYSIA SDN. BHD Johor - Malaysia 19,476 100% ACERINOX S.A. PWC
Shanghai
ACERINOX SHANGAI CO., LTD. Shanghai - China 1,620 100% ACERINOX S.A. Shenzhou
Dalong
ACERINOX (SEA), PTE LTD. Singapore - Singapore 193 100% ACERINOX S.A. PWC
ACERINOX UK, LTD. e - Uhlice 28,469 100% ACERINOX S.A. PWC
Kingdom
ACEROL - COMERCIO E INDUSTRIA DE ACOS . .
INOXIDAVETS, UNIPESSOAL. LDA. Trofa - Portugal 15,828 100% ACERINOX S.A. PWC
BAHRU STAINLESS, SDN. BHD Johor - Malaysia 293,607 98.81% ACERINOX S.A. PWC
COLUMBUS STAINLESS (PTY) LTD. M'dde'i‘;rrigcc; South 205,142 76% ACERINOX S.A. PWC
CORPORACION ACERINOX PERU S.A.C Lima - Peru 314 100% ACERINOX S.A.
INOX RE, S.A. Luxembourg 1,225 100% ACERINOX S.A. PWC
INOXCENTER CANARIAS, S.A.U Tieligiz (G;’;S”a”a) . 270 100% INOXCENTER PWC
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INOXCENTER, S.L.U.
INOXFIL S.A.

INOXIDABLES DE EUSKADI S.A.U.

INOXPLATE - COMERCIO DE PRODUCTOS DE

ACO INOXIDAVEL, UNIPESSOAL, LDA.

METALINOX BILBAO, S.A.U
NORTH AMERICAN STAINLESS INC.

NORTH AMERICAN STAINLESS CANADA, INC

NORTH AMERICAN STAINLESS MEXICO S.A.

DE C.V.

NORTH AMERICAN STAINLESS FINANCIAL

INVESTMENTS LTD.
ROLDAN S.A.
VDM METALS HOLDING GMBH

VDM METALS INTERNATIONAL GMBH

VDM METALS GMBH

VDM (SHANGHAI) HIGH PERFORMANCE
METALS TRAD. CO. LTD.

VDM HIGH PERFORMANCE METALS
NANTONG CO. LTD.

VDM METALS AUSTRALIA PTY. LTD.

VDM METALS AUSTRIA G.M.B.H.

VDM METALS BENELUX B.V.

VDM METALS CANADA LTD.

VDM METALS DE MEXICO S.A. DE C.V.

VDM METALS FRANCE S.A.S.

VDM UNTERSTUTZUNGSKASSE GMBH

VDM METALS ITALIA S.R.L.

VDM METALS JAPAN K.K.

VDM METALS KOREA CO. LTD.

VDM METALS UK LTD.

VDM METALS USA LLC

Barcelona - Spain

Igualada (Barcelona) -
Spain

Vitoria - Spain

Trofa - Portugal

Galdacano (Vizcaya) -
Spain
Kentucky - USA

Canada

Apodaca - N.L.Mexico

Kentucky - USA

Ponferrada - Spain
Werdohl - Germany

Werdohl - Germany

Werdohl - Germany

Shanghai - China

Nantong - China

Mulgrave - Australia

Brunn am Gebirge -
Austria

Zwijndrecht - Belgium

Vaughan - Canada

Naucalpan de Juarez -
Mexico

Saint-Priest - France

Werdohl - Germany

Sesto San Giovanni -
Italy

Tokyo - Japan
Seoul - Korea
Claygate-Esher - UK

Florham Park - USA
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6,247
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18,948
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17,405
313,315

51,404
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2,087

1,322

4,515

2,535
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8,465

10,704

178

103
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27,649

100%
100%

100%

100%

100%
100%

100%

100%

100%

99.77%
100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

ACERINOX S.A.
ROLDAN S.A

ACERINOX EUROPA,
S.A.U

ACEROL -
COMERCIO E
INDUSTRIA DE ACOS
INOXIDAVEIS,
UNIPESSOAL, LDA.

ACERINOX S.A.
ACERINOX S.A.

NORTH AMERICAN
STAINLESS INC.

NORTH AMERICAN
STAINLESS INC.

ACERINOX S.A.

ACERINOX S.A.
ACERINOX S.A.
VDM METALS
HOLDING, GMBH.
VDM METALS
HOLDING, GMBH.

VDM METALS,
GMBH.

VDM METALS
INTERNATIONAL
GMBH

VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.
VDM METALS,
GMBH.

VDM METALS,
GMBH.

PWC
PWC

PWC

PWC
PWC

PWC

PWC

PWC
PWC

PWC

PWC

Pan-China
Certified
Public
Accounts
Pan-China
Certified
Public
Accounts

BDO

Grant
Thornton

BDO
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The detail of investments in associates in 2022 and 2021 is as follows:

OWNERSHIP
COST o
ASSOCIATES COUNTRY | (in thousands v ’\\l/il\L/IJI\EIAL HOLDER OF OWNERSHIP INTEREST
of euros)

BETINOKS PASLANMAZ CELIK A.S. Turkey 0 25% ACERINOX S.A.

MOL Katalysatortechnik GmbH Germany 390 20.45% VDM METALS, GMBH.

Evidal Schmole

Verwaltungsgesellschaft mbH Germany 0 50% VDM METALS, GMBH.

The associates belonging to the VDM Group are two entities which are scantly material for the Group, the
ownership interests in which are measured at cost, as the Group is not involved in their management and
therefore, does not have their Financial Statements. Betinoks Paslanmaz Celik, A.S., based in Turkey, is active
in the distribution of stainless steel products and other metals in Turkey. MOL Katalysatortechnik, GmbH,
based in Germany, engages in the production and distribution of mineral and metal catalysts. On the other
hand, EVIDAL Schmole Verwaltungsgesellschaft GmbH manages the pension funds of one of the former
manufacturing companies.

During the financial year, the Group company Inoxplate, Lda, based in Portugal and wholly owned by the
Portuguese company Acerol, Ltda, made a repayment of additional contributions to its parent company in the
amount of EUR 500 thousand (2021: EUR 350 thousand).

The most significant capital increase in 2021 was that of the Malaysian company Bahru Stainless, Sdn. Bhd.,
mentioned in Note 5.2, in the amount of USD 349.5 million.

In the case of VDM High Performance Metals (Nantong) Co. Ltd in 2021, a non-cash capital increase was
carried out through the capitalisation of dividends totalling EUR 1,238 thousand.

A capital increase of EUR 420 thousand was also implemented at VDM Metals Italia Srl. by its sole shareholder
VDM Metals GmbH.

At the end of each reporting period, the Parent Company performs impairment tests on those investments in
Group companies for which there are indications of possible impairment, in order to verify whether the
valuations of the respective companies exceed their recoverable amount.

Following the tests carried out during the year, it was necessary to recognise impairment of the portfolio
investment in Bahru Stainless Sdn. Bhd in the amount of EUR 197,197 thousand. On the other hand, there has
been a reversal of the impairment recorded in previous years in the Company Columbus Stainless Pty. Ltd. in
the amount of EUR 58,291 thousand, as the recoverable value of the investment was higher than the
impairment recorded at year-end.

In 2021, the Group also recorded a reversal of the impairment loss recognised in prior years on Columbus
Stainless Pty. Ltd for a total amount of EUR 45,304 thousand.

These impairments or reversals do not have an impact on consolidated profit or loss as these companies are

fully consolidated. A detailed breakdown of the analyses conducted is included in the notes to the Parent’s
separate financial statements.
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NOTE 6 — SEGMENT REPORTING

The Group is organised internally by operating segments, the strategic business units, which are made up of
different products and services that are managed separately, so that Group management reviews internal
reports for each of these segments at least monthly.

On the occasion of the acquisition of the VDM Group in 2020, the Group’s management changed the
configuration of the operating segments and integrated the flat steel, long steel and other stainless steel
products segments into a single segment called “Stainless Steel”. In addition, the “High-performance alloys”
segment, which includes the products produced by the VDM Group, is analysed and reported separately. Due
to the different technical specifications and markets of the two products, the Group’s management has
decided to manage only these two segments separately. The Group has already changed the classification in
the information of the interim financial statements for the first half of 2022. For the purpose of these Annual
Accounts, the Group presents the information retrospectively.

The operating segments presented by the Group, associated with the types of products it sells, are as follows:

Stainless steel: includes both flat and long stainless steel products.
High-performance alloys: special alloys with high nickel content. This segment includes all the
companies in the VDM Metals subgroup.
Segment results, assets and liabilities include all items directly or indirectly attributable to a segment. There
are no significant assets used jointly.

The “Unallocated” segment includes the activities of the holding company and activities that cannot be
allocated to any of the specific operating segments. As described in Note 1, the main activity of the holding
company, the parent company of the Acerinox Group, is to approve and oversee the strategic businesses. It
also provides a range of corporate and advisory services in various areas and manages and administers the
Group's financing, which is centralised through Acerinox, S.A.

The result of the “Unallocated” segment reflects hardly any revenues as these, in the parent company, are
always with Group companies and have therefore been eliminated in the consolidation process. The financial
costs of this segment are the highest, due to the centralisation of financing mentioned above.

Revenue and all items reflected in the statement of profit or loss by segment are presented on a consolidated
basis, i.e. after eliminating income and expenses from Group companies, except for sales between segments,
which are reflected separately.

Inter-segment transfers and transactions are performed on an arm’s length basis, under commercial terms
and conditions that would be available for unrelated third parties.

A segment’s performance is measured on the basis of its gross profit from operations and net profit before

tax. The Group considers that this information is the most relevant when assessing the performance of the
segment in relation to other comparables in the industry.

Page 54 of 122



Acerinox Grouo Annual Accounts

Segment results for the year ended 31 December 2022 are as follows:

(Amounts in thousands of euros)

2022
) High-
Stglzleelss perforgmance Unallocated |Adjustments Total
alloys
Statement of profit or loss
Revenue 7,477,172 1,280,405 2,853 -3,540| 8,756,890
Inter-segment sales -2,508 -1,032 3,540
Total revenue 7,474,664 1,279,373 2,853 8,756,890
Gross profit from operations 1,181,185 124,897 -33,473 1,272,609
Depreciation and amortisation charge -160,406 -31,832 -697 -192,935
Impairment losses -203,905 -203,905
Finance income 24,035 490 1,548 26,073
Finance costs -20,225 -16,395 -26,179 -62,799
Exchange differences 1,214 -10,856 1,877 -7,765
Impairment and loss on disposal of
financial instruments -3 -3
Profit (loss) before tax 821,895 66,304 -56,924 831,275
Income tax -231,816 -23,343 -5,730 -260,889
Consolidated profit (loss) for the year 590,079 42,961 -62,654 570,386
Attributable to:
Non-controlling interests 14,332 14,332
Net profit (loss) attributable to the
Group 575,747 42,961 -62,654 556,054
Statement of financial position
Segment assets 5,060,337 1,212,402 45,019 6,317,758
anvuteii)t/n:s:ttﬁoacjccounted for using the 390 390
Property, plant and equipment 1,398,853 250,354 10,316 1,659,523
Total consolidated assets 5,060,337 1,212,792 45,019 6,318,148
Segment liabilities 1,351,880 834,510 1,584,064 3,770,454
Unallocated liabilities
Z:Eai\tlj)onsolidated liabilities (excluding 1,351,880 834,510 1,584,064 3,770,454
Property, plant and equipment 1,398,853 250,354 10,316 1,659,523
Investments in non-current assets 124,787 27,811 1,294 153,892

Unallocated liabilities essentially comprise the Parent’s financial debt.
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The data for 2021 are as follows:

(Amounts in thousands of euros)

2021
. High-
Stg}lcrgleelss perforgmance Unallocated |Adjustments Total
alloys
Statement of profit or loss
Revenue 5,932,046 821,885 2,316 -3,558 6,752,689
Inter-segment sales -3,466 -92 3,558
Total revenue 5,928,580 821,793 2,316 6,752,689
Gross profit from operations 955,714 60,695 -27,599 988,810
Depreciation and amortisation -148,698 -29,638 -767 -179,103
Finance income 2,050 266 605 2,921
Finance costs -13,600 -8,261 -23,419 -45,280
Exchange differences 2,906 -3,933 -592 -1,619
Profit (loss) before tax 798,372 19,129 -51,772 765,729
Income tax -171,162 -6,048 -3,012 -180,222
Consolidated profit (loss) for the year 627,210 13,081 -54,784 585,507
Attributable to:
Non-controlling interests 13,625 13,625
Net profit (loss) attributable to the
Group 613,587 13,079 -54,784 571,882
Statement of financial position
Segment assets 4,980,298 932,402 71,132 5,983,832
Investments accounted for using the
equity method 390 390
Property, plant and equipment 1,575,434 248,361 9,728 1,833,523
Total consolidated assets 4,980,298 932,792 71,132 5,984,222
Segment liabilities 1,596,530 639,869 1,532,961 3,769,360
Unallocated liabilities
Total consolidated liabilities (excluding
equity) 1,596,530 639,869 1,532,961 3,769,360
Property, plant and equipment 1,575,434 248,361 9,728 1,833,523