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FEDERATED STEEL MILLS LIMITED

FINANCIAL HIGHLIGHTS
YEAR ENDED 31ST MARCH 2021

Revenue

Profit before taxation

Minimum Tax@0.25% on Turnover

Income Tax Expense

Profit / (loss) for the year

Other comprehensive income

Total comprehensive income / (loss) for the year
Capital expenditure

Total equity

No. of issued and fuliy paid-up ordinary shares of =N=1.00 each
Per Sh_are Data:

Basic earnings / (loss) per share (kobo)

Net asset per share (kobo)

5,662,880

412478

(14,162)

~ (15736)

382,580

897,147

900,000

43

2020
=N='000

2,015,388

10,047

(41,506)

(31,458)

(31,458)
2,266,518
518,727

900,000

58



FEDERATED STEEL MILLS LIMITED 4.

STATEMENT OF DIRECTORS' RESPONSIBILITIES ON THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3IST MARCH 202

In accordance with the provisions of the Companies and Allied Matters Act, the Directors are
responsible for the preparation of annual financial statements, which give a true and fair view of the
financial position of the Company and of the profit or loss for the reporting period.

The responsibilities include ensuring that:

Appropriate internal controls are established both to safeguard the assets of the Company and to
prevent and detect fraud and other irregularities.

- The Company keeps accounting records which disclose with reasonable accuracy the financial position
of the Company and which ensure the financial statements comply with the requirements of the
Companies and Allied Matters Act.

- The Company has used suitable accounting policies, consistently applied and supported by reasonable
and prudent judgements and estimates, and that all applicable accounting standards have been

followed and

the going concern basis is used, unless it is inappropriate to presume that the Company will
continue in business.

)

Director Jirector




Chartered Accountants

INDEPENDENT AUDITOR'S REPORT a.
TO THE MEMBERS OF FEDERATED STEEL MILLS LIMITED

Report on the audit of the Financial Statements

Our Opinion

We have audited the Financial Statements of Federated Steel Mills Limited which comprise the statement of
financial position as at 3lst March 202, the statements of profit or loss and other comprehensive income, the
statement of changes in equity and the statement of cash flows for the year then ended, a summary of significant
accounting policies and the explanatory information.

In our opinion, the financial statements give a true and fair view of the Financial Position of the Company as at
3Ust March 2021 and of its Financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards, the Companies and Allied Matters Act and the Ffinancial Reporting
Council of Nigeria Act.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Dur responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report.

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

Other information

The Directors are responsible for the other information. The other information comprise the Statement of
Directors' Responsibilities, Statement of Value Added and Five-Year Financial Summary. It does not include the
Financial Statements and the auditor's report thereon.

Our opinion on the Financial Statements does not cover the other information and we do not express any form of -
assurance conclusion thergon.

In connection with our audit of the Financial Statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
Financial Statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

Based on the work we have performed on the other information that we obtained prior to the date of this
auditor's report. if we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

ADEDOLAPO Ft-\\"()i\’ll & CO. Block B, 7 Sule Abore Street, Off Ogunnusi Road, Ojodu, Ikeja, Lagos State, Nigeria.
Tel: 0708 856 5020  Email: adedolapofayomil @gmail.com




INDEPENDENT AUDITOR'S REPORT B.
TO THE MEMBERS OF FEDERATED STEEL MILLS LIMITED (ZZNTD)

Responsibilities of the Directors and those Charged with Governance for the Financial Statements
The Directors are responsible for the preparation and fair presentation of the Financial Statements in
accordance with International Financial Reporting Standards, the provisions of the Companies and Allied
Matters Act and the Financial Reporting Council of Nigeria Act. and for such internal control as they
determine is necessary to enable the preparation of Financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the Financial Statements, the Directors are responsible for assessing the Company'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 Directors either intend to liquidate the Company and/or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting
Process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements 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 ISAs 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 Financial Statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the Financial Statements, 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.

e [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 Company's internal contral.

o F[valuate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.




INDEPENDENT AUDITOR'S REPORT 1.
T0 THE MEMBERS OF FEDERATED STEEL MILLS LIMITED (ZNTD)

e [Conclude on the appropriateness of the 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 Company'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 Financial Statements, 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 Company
to cease to continue as a going concern.

e Fvaluate the overall presentation, structure and content of the Financial Statements, including the
disclosures, and whether the Financial Statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance 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.

Report on Other Legal Requirements
In accordance with the requirements of the fifth Schedule of the Companies and Allied Matters Act, we
hereby confirm that:
i) We have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purpose of our audit;
i) The Company has kept proper books of account, so far as appears from our examination of those
books;
iii) The Company's Statement of Financial Position and the Statement of Comprehensive Incame are in
agreement with the books of account.

For; Adedolapo Fayomi & Co.

Chartered Accountants
Lagos, Nigeria

o

Engagement Partner: Mrs. Adedolapo M. Fayomi
FRC/2013/ICAN/00000005530




FEDERATED STEEL MILLS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31ST MARCH 2021

: Nofe§ 2021 2020

. =N= =N=

Revenue 4 5,662,879,788 2,015,387,645
Cost of sales = (4,956,289,841) ~(1,751,725,857)
Gross profit Ty 706,589,947 263,661,787
Other income | 2 (45,085,296) (54,988,412)
Administration expenses (214,333,729) (185,232,081)
Profit before Interest and Taxation 447,170,923 23,441,295
Finance costs B (34,692,620) (13,393,992)
Profit before taxation 7 412,478,303 10,047,303
Minimum Tax@0.25% on Turnover D (14,161,563) -
Income Tax Expense i (15,736,483) (41,505,672)
Profit / (loss) for the year 382,580,257 (31,458,369)
Other comprehensive income for the year - -
Total comprehensive income / (loss) for the year 382,580,257 (31,458,369)

The accompanying notes on pages 12 to 24 are an integral part of these financial statements




FEDERATED STEEL MILLS LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31ST MARCH 2021

NOTES
ASSETS
Non-current assets
Property, plant and equipment . 9
Intangible asset 10
Deferred tax asset 16
Current assets
Inventories ‘ 11
Trade and other receivables 12
Cash and cash equivalents 13
Total assets
EQUITY AND LIABILITIES
Share capital 14
Share premium
Retained earnings
Total equity
Current liabilities
Trade and other payables 17
Borrowings ' 15
Current tax liabilities 8

Total Ijabilities

Total equity and liabilities

1,848,219,242
264,442
48,416,223

1,896,899,907

574,434,407
93,106,578
267,774,896

935,315,881

2,832,215,788

900,000,000
13,200,000
(16,052,860)

897,147,140

1,788,347,748
119,674,338
27,046,562

1,935,068,648

1,935,068,648

2,832,215,788

2,014,664,762
402,413
52,405,302

2,067,472,476

2,667,268,334
181,381,939
631,358,429

3,480,008,697

5,547,481,173

900,000,000
13,200,000
(394,473,041)

518,726,959

4,125,582,439
902,034,181
1,137,595

5,028,754,215

9,028,754,215

9,947,481,173

These financial statements were approved and authorised for issue by the_Board of Directors on
/ ’ﬁ" Zune. , 2021 They were signed on its behalf by:

A,




FEDERATED STEEL MILLS LIMITED 10.
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31ST MARCH 2021

Share Share Retained
capital  premium earnings Total equity
=N= =N= =N= =N=

At 1st April 2020 900,000,000 13,200,000 (394,473,043) 518,726,957
Prior Year Adjustment
FIRS-2021 YOA Minimum Tax (4,160,073) (4,160,073)
At 1st April 2020-restated 900,000,000 13,200,000 (398,633,116) 514,566,884
Profit for the year - - 382,580,257 382,580,257
Total other comprehensive income - - -
Total comprehensive income for the year - 382,580,257 382,580,257
At 31st March 2021 900,000,000 13,200,000 (16,052,860) 897,147,140
At 31st March 2020 900,000,000 13,200,000 (394,473,041) 518,726,959

The accompanying notes on pages 12 to 24 are an integral part of these financial statements




FEDERATED STEEL MILLS LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31ST MARCH 2021

Operating activities:
Profit before taxation

Adjustments for non-cash items:
Depreciation of property, plant and equipment
Amortisation of intangible asset
Gain on disposal of property, plant and equipment

Prior-periods adjustment

Changes in:
Inventories
Trade and other receivables
Trade and other payables

Cash generated from operations
Finance costs

Payment of Tax

Net cash from operating activities

Investing activities:
Purchase of property, plant and equipment
Proceeds of sale of property, plant and equipment

Net cash from / (used in)investing activities

Financing activities:

Additional Loan during the year
Repayment of term loan
Finance costs

Net cash used in financing activities

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year:

Cash and cash equivalents at end of the year:

Cash and cash equivalents at end of the year:
Cash and bank balances

2021
=N= =N=
412,478,303
209,873,461
137,970
(66,499,990)
143,511,441
(4,160,073)
2,092,833,927
88,275,360
(2,337,234,665)
(156,125,377)
395,704,293
34,692,620
430,396,913
(43,427,977)
___66,500000
23,072,023
18,690,117
(801,049,960)
(34,692,620)
(817,052,463)
(363,583,527)
631,358,423
267,774,896
267,774,896
267,774,896

2020
=N= =N=
10,047,303
142,375,496
137,970
142,513,466
(2,667,268,334)
(181,381,939)
4,125,582,439
1,276,932,166
1,429,492,935
13,393,992
(1,067,029)
1,441,819,898
(2,266,517,962)
1,869,912,614
(396,605,348)
(13,393,992)
(13,393,992)
1,031,820,556
(400,462,133)
631,358,423
631,358,423
631,358,423

The accompanying notes on pages 12 to 24 are an integral part of these financial statements




FEDERATED STEEL MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

Note Description

—

w W ~N o ;0 B W N
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Reporting entity

Basis of preparation
Significant accbunting policies
Revenue

Other income

Finance costs

* Profit before taxation

Taxation

Property, plant and equipment
Intangible asset

Inventories

Trade and other receivables
Cash and cash equivalents
Share capital

Borrowings

Deferred tax liabilities / assets
Trade and other payables
Dividend payable

Contingent liabilities

Related parties

Subsequent events

Prior years presentation

Approval of financial statements

Page

13
13
14
15
15
15
15
19
20
20
21
21
21
22
22
23
24
24
24
24
24
24

24
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FEDERATED STEEL MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

1 Reporting entity

Federated Steel Mills Limited is a private limited liability company, incorporated in Nigeria. It is engaged in the
manufacture and sale of reinforcing rods and electrodes of different kinds and sizes.

The address of the Company's registered office is Block X1, Plot 3-10, Ota Industrial Estate, Ota, Ogun State,
Nigeria.

2 Basis of preparation

(@)

Statement of compliance

The Financial Statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB).

Basis of measurement

The Financial Statements have been prepared on the historical cost basis, except for items measured at fair
value.

Functional and presentation currency

These financial statements are presented in the Nigerian Naira, which is the Company's functional currency. All
financial information has been rounded to the nearest naira.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
reporting period.

The estimates and associated assumptions are based on historical experience and other factors that are
considered relevant. Actual results may differ from these estimates.

The estimates and assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised, if the revision affects only that period or the period of
the revision and future periods, if the revision affects both current and future period.

Comparatives

Except when a standard or an interpretation permits or requires otherwise, all amounts are reported or disclosed
with comparative information. Where IAS 8 applies, comparative figures have been adjusted to conform with
changes in presentation for the current year.

13.




FEDERATED STEEL MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

3 Significant accounting policies

(a)

The following are the significant accounting policies adopted by the Company in the preparation of these
financial statements.

Foreign currencies transactions

All transactions in foreign currencies are recorded in Naira at the rate of exchange ruling at the dates of the
transactions. Monetary items are converted to Naira at the rates of exchange ruling at the reporting date. All
differences arising there from are taken to profit or loss.

Revenue

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced with
customer returns, rebates and other similar allowances.

Revenue is recognised when the amount of revenue can be measured reliably and it is probable that the
economic benefits associated with the transaction will flow to the company. However, when an uncertainty
arises about the collectability of an amount already included in revenue, the uncollectible amount, or the amount
in respect of which recovery has ceased to be probable, is recognised as an expense.

Sale of goods: Revenue from the sale of goods is recognised when the goods are delivered, titles have passed
and the Company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold. Revenue represents the net invoice value of sales to third
parties and it is recognised when significant risks and rewards of ownership of the goods have been transferred
to the buyer.

Rendering of services: Revenue from rendering of services is recognised in the period the services are
rendered. Revenue is recognised only when it is probable that the economic benefits associated with the
transaction will flow to the company.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and impairment, if
any.

Cost includes expenditure that is directly attributable to the acquisition of the asset. Property, plant and
equipment under construction are disclosed as capital work-in-progress. The cost of self-constructed asset
includes the cost of materials and direct labour, any other costs directly attributable to bringing the assets to a
working condition for their intended use including, where applicable, the costs of dismantling and removing the
itens and restoring the site on which they are located and borrowing costs on qualifying assets.

Purchased software that is integral to the functionality of the related equipment is capitalised as part of the
equipment.

Subsequent costs

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the

- Company and the cost can be measured reliably. The carrying amount of the replaced item is derecognized. All

other repairs and maintenance are charged to profit or loss during the period in which they are incurred.
Derecognition / Disposal

An item of property, plant and equipment is derecognised on disposal or when no future economic benefits are
expected from its use. Gains or losses on disposal or de-recognition are determined by comparing the proceeds
from disposal with the carrying amount of property, plant and equipment, and are recognized in income
statement.

14,



FEDERATED STEEL MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

Depreciation
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount
substituted for cost, less its residual value.

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on a prospective basis.

The estimated useful lives for the current and comparative periods are as follows:

Leasehold land lease period
Building 10 years
Plant, machinery and tools 10 years
Motor vehicles 4 years
Furniture, fixtures and equipment 10 years

Capital work-in-progress is not depreciated. The cost of each asset is transferred to the relevant asset category
immediately the asset is available for use and depreciated accordingly.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined using average cost on a
FIFO (First-in First-out) basis. Net realizable value is the amount that can be realized from the sale of the
inventory in the normal course of business after allowing for the costs of realization.

In addition to the cost of materials and direct labour, an appropriate proportion of production overhead is included
in the inventory values. An allowance is recorded for defective and slow-moving inventory and obsolescence
based on the lower of cost or net realizable value.

Financial instruments

i. Financial assets

The Company has classified its financial assets as one of the following categories: Trade and accounts
receivables and cash and cash equivalents.

Trade and accounts receivables

These include amounts recoverable from customers, suppliers and employees. They are recognised initially at
fair value and subsequently measured at amortized cost using the effective interest rate method, less provision
for impairment if any.

The collectability of trade and other receivables is reviewed on an ongoing basis. A provision for impairment of
receivables is established when there is objective evidence that the Company will not be able to collect all
amounts due, according to the original terms of the receivables. The amount of the provision is the difference
between the asset's carrying amount and the present value of estimated future cash flows. The amount of the
provision is recognized in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand; cash balances with banks and call deposits with original
maturities of three months or less. Bank overdrafts are repayable on demand and form an integral part of the
Company's cash management. They are included as a component of cash and cash equivalents for the purpose
of statement of cash flows.

15.




FEDERATED STEEL MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

ii. Financial liabilities

These include:

Borrowings

Loans payable are recognized initially at fair value, net of transaction costs incurred. Any difference between the fair
value and the proceeds received is recognized in profit and loss at initial recognition. In subsequent periods, they are
stated at amortized cost using the effective interest method. Where applicable, the long-term portion of loans payable
is included on the statement of financial position under non-current liabilities and the current portion under current
liabilities.

Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payments are due within one year or
less. If not, they are presented as non-current liabilities. Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method.

Share capital

The Company has one class of shares, ordinary shares. Ordinary shares are classified as equity. When new shares
are issued, they are recorded in share capital at their par value. The excess of the issue price over the par value is
recorded in the share premium reserve.

Incremental costs directly attributed to the issue of ordinary shares are recognised as a deduction from equity, net of
any tax effects.

Dividend

Dividends on ordinary shares to shareholders are recognised in equity and as a liability in the period they are
approved by the shareholders at the Annual General Meeting. Payments are also recognised directly in equity.

Employee benefits

. Defined contribution scheme

The Company operates a defined contribution plan which is funded by contributions from the Company and the
employees. The Company's contribution is recognised as employee benefit expenses and charged to the income
statement. The contributions of both the Company and the employees are paid on a monthly basis to a pension fund
administrator. The Company has no legal or constructive obligation to pay further contributions if the pension fund

administrator does not hold sufficient assets to pay all employees the benefits relating to employee service in the

current and prior periods.

. Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided.

A liability is recognised for the amount expected to be paid under short-term cash basis if the Company has a present
legal or constructive obligation to pay this amount as a result of past service provided by the employee and the
obligation can be estimated reliably.

16.




FEDERATED STEEL MILLS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

(h) Provisions and contingent liabilities

Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past event, and it
is probable that the Company will be required to settle that obligation and the amount has been reliably estimated. Provisions
for restructuring costs are recognised when the Company has a detailed formal plan for the restructuring that has been
communicated to affected parties. Provisions are not recognised for future operating losses. Provisions are measured at the
present value of the expenditures expected to be acquired to settle the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and risks specific to the obligation. The increase in the provision due to
passage of time is recognised as interest expense.

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the
accurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Company, or a
present obligation that arises from past events but is not recognised because it is not probable that an outflow of resources
embodying economic benefits will be required to settle the obligation; or the amount of the obligation cannot be measured with
sufficient reliability.

Contingent liabilities are only disclosed and not recognised as liabilities in the statement of financial position.

If the likelihood of an outflow of resources is remote, the possible obligation is neither a provision nor a contingent liability and
no disclosure is made.

Taxation

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss except
to the extent that it relates to a business combination, or items recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates statutorily
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised in profit or loss account except to the extent that it relates to a transaction that is recognised
directly in equity. A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the amount will be utilised. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realised.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse, based
on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax assets and liabilities are
offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to income taxes levied by
the same tax authority on the same taxable company, or on different tax entities, but they intend to settle current tax liabilities
and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for temporary
differences arising from the initial recognition of assets or liabilities in a transaction that is not a business combination and that
affects neither accounting nor taxable profit (or loss).

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Subsequently, they are carried at cost less
any accumulated amortisation and accumulated impairment losses. Unless internally generated costs meet the criteria for
development costs eligible for capitalisation in line with IAS 38, all internally generated intangible assets are expensed as
incurred.

The useful lives of intangible assets are finite or indefinite. Intangible assets with finite lives are amortised over their useful
lives and assessed for impairment when there is an indication that the asset may be impaired. The amortisation period and
the method are reviewed at each financial year-end. Changes in the expected useful life or pattern of consumption of future
benefits are accounted for prospectively.

Intangible assets with indefinite useful lives are not amortised but are tested for impairment either individually or at the cash-
generating level. The useful lives are also reviewed each period to determine whether the indefinite life assessment continues
to be supportable. If not, the change in useful life assessment to a finite life is accounted for prospectively.

17.



FEDERATED STEEL MILLS LIMITED 18.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH 2021

Gain on disposal of property, plant and equipment

(66,499,990)

2021 2020
=N= =N=
4 Revenue
Sale of reinforcing rods 5,443,521,820 1,662,032,192
Sale of electrodes 172,715,497 233,794,702
Sale of traded goods 46,642,471 119,560,750
Sales others -
5,662,879,788 2,015,387,645
Other income
Sundry income 63,600 28,000
Loss on foreign exchange (113,330,666) (65,017,363)
Sundries Balances Written off 1,675,646 260
Bank interest received 6,134 691
Gain on disposal of property, plant and equipment 66,499,990 -
(45,085,296) (54,988,412)
Finance costs
Interest expense on borrowings 34,692,620 13,393,992
34,692,620 13,393,992
Profit before taxation
Profit/ (loss) before taxation is stated after charging / (crediting):
- Audit Fees- 5,000,000 4,500,000
Depreciation 210,011,431 142,513,466
Finance costs 34,692,620 13,393,992
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8 Taxation

8a Taxation on Turnover (Minimum Tax)

The Tax Act and Finance Act 2019 as amended in 2020 Finance Act
mandate a minimum tax assessmenrt, where a tax payer's tax liability
based on taxable profit is less than the minimum tax liability. The
company assessment based on the minimum tax legislations for the year
ended 28th February,2021 is :

8b Income tax expense( Tax on profit)
The tax charge for the year has been computed after adjusting for certain
items of expenditure and income, which are not deductible or chargeable
for tax purposes, and comprises
Current tax expense:
Income tax
Tertiary education tax
Capital gains tax

‘Deferred tax expense:
Increase / (decrease) in deferred tax liabilities - PPE
(Increase) / decrease in deferred tax assets - tax losses

8¢ Reconciligtion of income tax expense for the year to the accounting
profit as per profit or loss:

Profit before income tax

Income tax using statutory rate of 30%

Tax effects of items not deductible or chargeable for tax purposes
Increase / (decrease) in deferred tax liabilities - PPE

(Increase) / decrease in deferred tax assets - tax losses

8d Current tax liabilities
Balance at beginning of the year
Additional Provision
Prior year -Minimum Tax Assessment
Payment during the year
Balance at end of the year

19,
2021 2020
=N= =N=
14,161,563
5,737,789
6,009,615
11,747 404
(78,662,170)
82,651,249 41,505,672
15,736,483 41,505,672
412,478,303 10,047,303
123,743,491 3,014,191
(111,996,087) (3,014,191)
(78,662,170)
82,651,249 41,505,672
15,736,483 41,505,672
1,137,595 2,204,625
25,908,967
4,160,073
(4,160,073) (1,067,030)
27,046,562 1,137,595
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9 Property, plant and equipment

Leasehold _ Furniture,
land and Plant, machinery =~ Motor fixturesand  Capital Work
buildings and tools vehicles equipment in Progress Total
=N= =N= =N= =N= =N= =N=
Cost
At 1st April 2020 159,368,002 3,249,353,750 251,985,736 35,418,296 70,056,023 3,766,181,807
Additions 43,427 977 43,427 977
Disposals (6,403,850) - - - (6,403,850)
Reclassifications 113,484,000 (113,484,000)
At 31st March 2021 152,964,151 3,362,837,750 251,985,736 35,418,296 3,803,205,933
_— e —————— E————
Accumulated Depreciation
At 1st April 2020 142,332,902 1,328,334,413 250,158,090 30,691,666 1,751,517,071
Charge for the Year 2,056,903 206,209,425 924,984 682,158 209,873,470
Disposals (6,403,850) - - (6,403,850)
At 31st March 2021 137,985,955 1,534,543,838 251,083,074 31,373,824 - 1,954,986,691
Carrying amount
At 31st March 2021 14,978,196 1,828,293,912 902,662 4,044,472 1,848,219,242
At 31st March 2020 17,035,100 1,921,019,353 1,827,656 4,726,630 70,056,023 2,014,664,762

10 Intangible asset
Cost
At 1st April 2020 689,850
At 31st March 2021 689,850
Accumulated amortisation
At 1st April 2020 287,438
Charge for the year 137,970
At 31st March 2021 - 425,408
Carrying amount
At 31st March 2021 264,442
At 31st March 2020 402,412

Intangible asset relates to computer software programme licence acquired by the Company. The cost is amortised to
profit or loss using the straight-line method over the estimated useful live of 5 years.
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1

12

13

Inventories

Raw materials
Work-in-progress

Finished goods

Spare Parts and Consumables
Traded Goods

Trade and other receivables
Trade receivables
Prepayments

Deposit for Cylinder

Due From Related Company
Due from employees

FSM Pension Scheme

Taxes receivable

Taxes receivable are withholding tax credit notes isuued by the Federal Inland Revenue
Service (FIRS) which are yet to be applied in for the payment of the company's Income

Tax liability.

Cash and cash equivalents
Cash in hand

Bank balances

Cash and cash equivalents per
statement of cash flows

2021
=N=

451,350,865
7,868,771
113,804,552

1,410,219

574,434,407

[ ]
o
n
o

1]
=
1

1,543,804,989
713,885,965
403,256,435

6,320,945

50,081,499
116,645
50,000
35,346,350
1,350,000
(377,136)
6,539,220

93,106,578

2021
=

6,548,630
261,226,266

267,774,896

2,667,268,334

133,802,877
4,944,623
50,000
34,445,220
1,600,000

6,539,219

181,381,939

2020
=N=

8,915,600
622,442,829

631,358,429

21.
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14

15

15a

15¢

2021 2020

=N= =N=
Share capital
Authorised,Issued and Fully-Paid
900,000,000 Ordinary Shares of =N=1.00 each 900,000,000 900,000,000
Borrowings
Short-term facilities:
Opening Balance 902,034,181 857,034,181
Reclassified from Non Current 45,000,000
Addition: 18,690,117
Repayment (801,049,960)
Closing Balance 119,674,338 902,034,181
Borrowings are analysed into short and non-current liabilities
based on the time the repayment obligation falls due. Details
are as follows:
Non-current - -
Current 119,674,338 902,034,181

119,674,338 902,034,181

Term loan

The facility classified as Term Loan is the =N=600,000,000 granted to the company under the CBN
Intervention Fund Scheme and has been fully repaid.

n
(=4
-
[ %]
o
o

=N= =N=
Movement in term loan
Balance at beginning of the year : 105,000,000
Reclassified to Current (45,000,000)
Repayments during the year - (60,000,000)

Balance at end of the year -
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16 Deferred tax liabilities
16a Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets Liabilities Net
2020 2020
Property, plantand = :
equipment - 48,416,223 (30,245,947)
Tax losses 82,651,249 - - 82,651,249
Net deferred tax :
assets / (liabilities) 82,651,249 52,405,302
16b Movement in temporary differences during the year
Recognised in
Recognised other
01-Apr-20 loss income 31-Mar-21
=N= =N= =N=
Property, plant and ;
equipment (30,245947) 78,662,170 48,416,223
Tax losses 651,249  (82,651,249) -
Net deferred tax i
assets / (liabilities) (3,989,079) 48,416,223
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17

18
19

20

21

22

23

2021 2020

=N= =N=
Trade and other payables
Trade payables 1,502,714,262 3,813,348,803
Other payables and accruals 285,633,486 312,233,636

1,788,347,748 4,125,582,439
No dividend was proposed during the year

Contingent liabilities
There were no Contingent Liabilities as at 31st March 2021 (2020-Nil) that have not been adequately provided for or
disclosed in the Financial Statement.

Related parties

Parties are considered to be related if one party has the ability to control or jointly control the other
party or exercise significant influence over the other party in making financial and operating decisions.
Key management personnel are also regarded as related parties. Key management personnel are
those persons having authority and responsibility for planning, directing and controlling the activities of
the Company, directly or indirectly, including all executive and non-executive directors.

Related party transactions are those where a transfer of resources or obligations between related
parties occur, regardless of whether or not a price is charged.

Subsequent events

There are no significant events after the end of the reporting period, which could have had a material
effect on the state of affairs of the Company as at 28th February 2021,

Prior year Presentatation
Some previous years figure have been adjusted in order to conform with this year's presentation.

Approval of financial statements

The financial statements for the year ended 31st March 2021 were approved by the Board of Directors

" and were authorised for issue on [Ith June, , 2021,

24,






