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FEDERATED STEEL MILLS LIMITED
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FOR THE YEAR ENDED 28TH FEBRUARY 2022
FINANCIAL HIGHLIGHTS

Revenue

Profit before taxation
Minimum Tax @ 0.50% on Turnover
Iincome Tax Expense
Profit for the year
Other comprehensive income
Total comprehensive income / (loss) for the year
Capital expenditure
Total equity
No. of issued and fully paid-up ordinary shares of =N=1.00 each
Per Share Data:
Basic earnings / (loss) per share (kobo)

Net asset per share (kobo)

2022
=N='000

5,435,307
358,114
(27,177)
(147,360)

183,577

183,577
347

1,037,363

900,000

20

115

2021
=N="000

5,695,264
374,673
(14,243)

(8,204)

352,226

352,226
43,428
860,944

900,000

39

96



FEDERATED STEEL MILLS LIMITED b,

STATEMENT OF DIRECTORS' RESPONSIBILITIES ON THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 28TH FEBRUARY 20172

In accordance with the provisions of the Companies and Alied 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 perind.

The responsibilities include ensuring that:

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

The Company keeps accounting recards 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 nolicies, 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. |
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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 28th February 2022, 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
28th February 2027 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 Financial Reporting
Council of Nigeria Act,

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Qur 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
apinion.

Other information

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

Dur opinion on the Financial Statements does not cover the other infarmation and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the Financial Statements. our responsibility is to read the other
information and, in daing 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 @ material misstatement of this gther information, we are
required to report that fact. We have nothing to report in this regard.

Block B, 7 Sule Abore Street, Off Ogunnusi Road, Ojodu, Tkeja, Lagos State, Nigeria.
Tel: 0708 856 5020  Email: adedolapofayomil@gmail.com



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

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 ta 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 Respansibilities for the Audit of the Financial Statements

Uur 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
traud 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 contraol.

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



INDEPENDENT AUDITOR'S REPORT 1.
TO THE MEMBERS OF FEDERATED STEEL MILLS LIMITED (CONT'D) '

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. Qur 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.

o FEvaluate 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 an Other Legal Requirements
In accordance with the requirements of the fifth Schedule of the Companies and Allied Matters Act, we
hereby confirm that:
) 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 Income are in
agreement with the books of account. | '

A 36/ICAN

=~ 0515466
For: Adedolapo Fayomi & Co. 19 May 2022

Chartered Accountants
Lagos, Nigeria

Engagement Partner: Mrs. Adedolapo M. Fayomi
FRC/2013/1CAN/00D00000G580




FEDERATED STEEL MILLS LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 28TH FEBRUARY 2022
STATEMENT OF COMPREHENSIVE INCOME

Notes 2022 2021

=N= =N=

Revenue 4 5,435,307,297 5,695,263,500
Cost of sales (4,727,322,275) (5,006,491,582)
Gross profit 707,985,022 688,771,918
Other income 5 (37,050,399) (80,786,798)
Administration expenses (289,051,211) (201,132,364)
Profit before Interest and Taxation 381,883,412 406,852,756
Finance costs 6 (23,769,368) (32,180,189)
Profit before taxation 7 358,114,044 374,672,567
Minimum Tax @ 0.50% on Turnover 8 (27,176,652 (14,242,521)
Income Tax Expense 8 (147,359,949) (8,203,947)
Profit for the year 183,577,443 352,226,099
Other comprehensive income for the year -
Total comprehensive income for the year 183,577,443 352,226,099

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



FEDERATED STEEL MILLS LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
STATEMENT OF FINANCIAL POSITION

ASSETS

Non-current assets

Property, plant and equipment
Intangible asset

Deferred tax asset

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES

Share capital
Share premium
Retained earnings

Total equity

Non-current liabilities
Deferred tax liabilities

Current liabilities

Trade and other payables
Borrowings

Current tax liabilities

Total liabilities
Total equity and liabilities

These financial s

2022. They weke signed on its behalf b
r\\%[r | % ) y
\ aw?’

.................................

16

11
12
13

14

16

17
15

1,592,006,769
137,970

1,592,144,739

1,871,542,080
275,940
55,040,672

1,481,267,181
107,225,077
201,061,829

1,926,858,692

1,789,554,087

597,984,525
71,482,382
210,769,119

3,381,698,826

880,236,026

900,000,000
13,200,000
124,163,449

2,807,094,718

1,037,363,449

900,000,000
13,200,000
(52,255,640)

76,365,918

860,944,360

76,365,918

2,170,206,155

53,495,699
44,267,605

2,267,969,459

1,819,781,526
100,149,400
26,219,432

2,344,335,377

1,946,150,358

3,381,698,826

1,946,150,358

2,807,094,718

ents were approved and authorised for issue by the Board of Dlrectors 0 19th I\/Iay

Director

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



FEDERATED STEEL MILLS LIMITED

FINANCIAL STATEMENTS 10.
FOR THE YEAR ENDED 28TH FEBRUARY 2022
STATEMENT OF CHANGES IN EQUITY

Share Share Retained

capital premium earnings Total equity

=N= =N= =N= =N=

At 1st March 2021 900,000,000 13,200,000 (52,255,640) 860,944,360
Prior Year Expenses
FIRS-Previous years (7,158,354) (7,158,354)
At 1st March 2021Restated 900,000,000 13,200,000 (59,413,994) 853,786,006
Profit for the year 183,577,443 183,577,443
Total other comprehensive income -
Total comprehensive income for the year 183,677,443 183,577,443
At 28th February 2022 900,000,000 13,200,000 124,163,449 1,037,363,449
At 28th February 2021 900,000,000 13,200,000 (52,255,640) 860,944,360

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



FEDERATED STEEL MILLS LIMITED

FINANCIAL STATEMENTS 10.
FOR THE YEAR ENDED 28TH FEBRUARY 2022
STATEMENT OF CHANGES IN EQUITY

Share Share Retained

capital premium earnings Total equity

=N= =N= =N= =N=

At 1st March 2021 900,000,000 13,200,000 (52,255,640) 860,944,360
Prior Year Expenses
FIRS-Previous years (7,158,354) (7,158,354)
At 1st March 2021Restated 900,000,000 13,200,000 (59,413,994) 853,786,006
Profit for the year 183,577,443 183,577,443
Total other comprehensive income
Total comprehensive income for the year 183,577,443 183,577,443
At 28th February 2022 900,000,000 13,200,000 124,163,449 1,037,363,449
At 28th February 2021 900,000,000 13,200,000 (52,255,640) 860,944,360

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



FEDERATED STEEL MILLS LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
STATEMENT OF CASH FLOWS

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 / (used in) operations
Finance costs

Payment of Tax

Net cash from / (used in) operatiing 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:

Other Short-term facilities
Repayment of term loan
Finance costs

Net cash used in financing activities

Net 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
Bank overdrafts and other short-term facilities

2022 2021
=N= =N= =N= =N=
358,114,044 374,672,567
279,882,338 202,274,860
137,970 137,970
- (66,499,990)
280,020,308 135,912,840
(7,158,354) (4,160,073)
(883,282,656) 2,240,146,525
(35,742,695) 39,267,332
350,424,629 (2,843,138,524)
(568,600,712) (563,724,667)
62,375,287 (57,299,333)
23,769,368 32,180,187
(25,081,837
61,062,818 (25,119,146)
(347,036) (43,427,987
66,500,000
(347,036) 23,072,013
53,495,699 18,690,117
(100,149,401) (796,246,023)
(23,769,368) (32,180,189)
(70,423,070) (809,736,095)
(9,707,290) (811,783,228)

210,769,119
201,061,829

1,022,552,347
210,769,119

201,061,829 210,769,119

201,061,829

210,769,119

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

11.



FEDERATED STEEL MILLS LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

Note Description
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Reporting entity

Basis of preparation
Significant accounting 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
18
18
18
18
19
20
20
21
21
21
22
22
23
24
24
24
24
24
24

24
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FEDERATED STEEL MILLS LIMITED
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

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

(a)

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
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

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 retumns, 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
items 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
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

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 l0ss.

Revenue

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced with
customer retumns, 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
items 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. Al
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
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

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

_ 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 provisiori
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
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

ii. Financial liabilities

These include:

Borrowings

Loans payable are recognized initially at fair value, net of iransaction 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 o
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 fiability 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
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

(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 @ possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the contro! of the Company, or @
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 refiability.

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

If the likelinood 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 setile 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.
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FOR THE YEAR ENDED 28TH FEBRUARY 2022

NOTE TO THE FINANCIAL STATEMENTS

2022 2021
=N= =N=
4 Revenue
Sale of reinforcing rods 9,243,116,935 5,450,161,655
Sale of electrodes 190,561,292 184,508,444
Sale of traded goods 1,629,070 60,593,401

Sales others

5435307,297 5,695,263 500

5 Otherincome

Sundry income 3,600 63,600
Loss on foreign exchange (37,073,465) (149,031,876)
Sundries Balances Written off - 1,675,646
Bank interest received 19,466 5,842
Gain on disposal of property, plant and equipment - 66,499,990
(37,050,399) (80,786,798)
6 Finance costs
Interest expense on borrowings 23,769,368 32,180,189
23,769,368 32,180,189
7 Profit before taxation
Profit / (loss) before taxation is stated after charging / (crediting):
Audit Fees 6,000,000 5,000,000
Depreciation 279,882,338 202,274,860
Finance costs 23,769,368 32,180,189

Gain on disposal of property, plant and equipment - (66,499,990)
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FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS
2022 2021
=N= =N=
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 27,176,652 14,242,521
company assessment based on the minimum tax legislations for the year
ended 28th February,2022 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 15,953,359 4,829,702
Capital gains tax - 6,009,615
15,953,359 10,839,317
Deferred tax expense:
Increase / (decrease) in deferred tax liabilities - PPE 131,406,590 (85,286,619)
(Increase) / decrease in deferred tax assets - tax losses 82,651,249
147,359,949 8,203,947
8c Reconciliation of income tax expense for the year to the accounting
profit as per profit or loss:
Profit before income tax 358,114,044 374,672,567
Income tax using statutory rate of 30% 107,434,213 112,401,770
Tax effects of items not deductible or chargeable for tax purposes (91,480,854) (101,562,453)
Increase / (decrease) in deferred tax liabilities - PPE 131,406,590 (85,286,619)
(Increase) / decrease in deferred tax assets - tax losses - 82,651,249
147,359,949 8,203,947
8d Current tax liabilities
Balance at beginning of the year 26,219,432 1,137,595
Charge for the year 43,130,011 25,081,837
Prior year -FIRS Additional Assessment 7,158,354 4,160,073
Payment during the year (32,240,191) (4,160,073)
Balance at end of the year 44,267,605 26,219,432
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FOR THE YEAR ENDED 28TH FEBRUARY 2022
NOTE TO THE FINANCIAL STATEMENTS

9

10

Property, plant and equipment

Leasehold Plant, Furniture,

land and machinery Motor fixtures and  Capital Work

buildings and tools vehicles equipment in Progress Total

=N= =N= =N= =N= =N= =N=

Cost
At 1st March 2021 152,964,151 3,362,837,750 251,985,736 35,418,296 3,803,205,933
Additions/Adjustment 16 347,010 347,026
Disposals
Reclassifications
At 28th February 2022 152,964,151  3,362,837,766 251,985,736 35,765,306 - 3,803,552,959
Accumulated Depreciation
At 1st March 2021 137,814 547 1,511,521,987 251,005,092 31,321,327 1,931,663,853
Charge for the Year 1,965,257 276,262,233 924,984 729,864 279,882,338
Disposals
At 28th February 2022 139,779,804 1,787,784,219 251,930,976 32,051,191 - 2,211,546,191
Carrying amount
At 28th February 2022 13,184,347 1,575,053,547 54,760 3,714,115 1,592,006,769
At 28th February 2021 15,149,604 1,851 315,763 979,744 4,096,969 1,871,542,080

Intangible asset
Cost

At 1st March 2021
At 28th February 2022

Accumulated amortisation
At 1st March 2021

Charge for the year

At 28th February 2022

Carrying amount
At 28th February 2022

At 28th February 2021

Intangible asset relates to computer software programme licence acquired by the Company. The cost is

689,850

689,850

413,910
137,970

551,880

137,970

275,940

amortised to profit or loss using the straight-line method over the estimated useful live of 5 years.

20.
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11

12

13

Inventories

Raw materials
Work-in-progress

Finished goods

Spare Parts and Consumables
Traded Goods

Trade and other receivables
Trade receivables

Other receivables
Prepayments

Deposit for Cylinder

Due From Related Company
Due from employees

FSM Pension Scheme

Taxes receivable

2022 2021

=N= =N=
529,116,757 499,084,131
297,136,727 2,825,474
655,013,697 94,650,910
- 1,424,010
1,481,267,181 597,984,525
67,959,021 27,103,746
419,320 1,963,356
50,000 50,000
36,423,555 34,445 220
2,372,500 1,583,000
681 (202,159)
- 6,539,219
107,225,077 71,482,382

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

2022 2021

=N= =N=

10,572,942 5,284,896
190,488,887 205,484,223
201,061,829 210,769,119
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NOTE TO THE FINANCIAL STATEMENTS

2022 2021
=N= =N=
14  Share capital
Authorised,lssued and Fully-Paid
900,000,000 Ordinary Shares of =N=1.00 each 900,000,000 900,000,000
15 Borrowings
Short-term facilities:
Opening Balance 100,149,401 877,705,307
Addition: 53,495,699 18,690,117
Reclassified from Non Current - -
Repayment (100,149,401) (796,246,023)
Closing Balance 53,495,699 100,149,401

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 53,495,699 100,149,400

53,495,699 100,149,400
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16 Recognised deferred tax assets/(liabilities)

16a Balance as at 1/3/2021
Property, Plant And Equipment(PPE)
Unrelieved Losses

16b Movement during the year(Recognition in P&L)
Property, Plant And Equipment(PPE)
Unrelieved Losses

16c Balance as at 28/2/2022 (a+b)
Property, Plant And Equipment(PPE)
Unrelieved Losses

23.

2022 2021
=N= =N=
55,040,672 (30,245,947)
- 82,651,249
55,040,672 52,405,302
=N= =N=
(131,406,590) 85,286,619
(82,651,249)
(131,406,590) 2,635,370
(76,365,918) 55,040,672
(76,365,918) 55,040,672
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24.

17

18
19

20

21

22

23

2022 2021
=N= =N=
Trade and other payables
Trade payables 2,135,900,256 1,598,474,051
Other payables and accruals 34,305,899 221,307 475
2,170,206,155 1,819,781,526

No dividend was proposed during the year

Contingent liabilities

There were no Contingent Liabilities as at 28th February 2022 (2021-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 2022,

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 28th February 2022 were approved by the Board of
Directors and were authorised for issue on19th May 2022.
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26.

Revenue

Other Income

Bought-in materials and services

Total value added

APPLIED AS FOLLOWS:

To Employees:
Salaries, wages and fringe benefits

To Government;
Minimum tax
Education tax
Capital Gain Tax
Deferred tax

To Providers of Finance:
Interest on borrowings

For Maintenance of Assets and Development:
Depreciation
Profit/ (loss) for the year

2022 2021
=N= % =N= %
5,435,307,297 5,695,263,500
23,066 68,245,078
5,435,330,363 5,763,508,578
(4,341,331,951) (4,776,867,917)
1,003,998.412 100 986,640,661 100
432232662 395 377513045 383
27176652 25 14,242,521 14
15,953,359 15 4,829,702 0.5
i i 6,009,615 06
131,406,590  12.0 (2,635,370)  (0.3)
23769,368 2.2 32,180,189 33
279,882,338 256 202,274,860  20.5
183,577,443 167 352,226,099  35.7
1,093,098412 100 986,640,661 100
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NOTE TO THE FINANCIAL STATEMENTS

Statement of comprehensive income

Revenue

Profit / (Loss) before taxation
Taxation

Profit / (Loss) after taxation
Other comprehensive income for the year

Total comprehensive income / (loss) for the year

Statement of financial position

Funds employed
Share capital

Share premium

Retained earnings / (10ss)
Borrowings

~ Deferred tax liabilities

Employment of funds
Property, plant and equipment
Intangible asset

Deferred tax assets

Net current assets

Other statistics

Earnings / (Loss) per share (Kobo)

No of issued ordinary shares of =N=1.00 each

27.
2021 2020 2019 2018

=N="000 =N="000 =N='000  =N='000
5695264 1,664,029 249870 1,668,176
374,673 11,426 43170 (341,293)
(8,204) (41,506) (63,619) 151953
366,469 (30,080) (20,449)  (189,340)
366,469 (30,080) (20,449)  (189,340)
900,000 900,000 900,000 900,000
13,200 13,200 13,200 13,200
(52,256)  (400,322)  (370,242)  (349,793)
i . 45000 105,000
860,044 512,878 587,959 668,407
1871542 2030389 1,711,987 317,817
276 414 552 690
55,041 52,405 93,911 156,462
(1065915)  (1,570,330) (1218491) 193,438
860,944 512,878 587,950 668,407
41 (2) (2) (21)
900,000 900,000 900,000 900,000
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COST OF SALES

Raw Materials:
Opening Stock
Purchases

Closing Stock

Cost of Materials Consumed
Salaries, Wages and Labour Expenses
Indirect Expenses:
Spare Parts and Consumable Stores
Indusrtial Safety Ware Expenses
Diesel and Fuel
Rent and Rates
Electricity and Gas
Repairs and Maintenance
Environmental Cleaning Expenses
Depreciation

Adjustment for Work-In-Progress:
Opening Stock
Closing Stock

Adjustment for Finished Goods:
Opening Stock
Closing Stock

Adjustment for Spare Parts
Opening Stock
Closing Stock

Adjustment for Traded Goods:
Opening Stock
Purchases
Closing Stock

2022

499,084,131
3,986,252,927

4,485,337,058
(529,116,757)

77,035,169
5,020,900
139,934,366
8,989,031
679,488,940
81,595,564
3,619,128
278,227 490

2,825,474
(297,136,727)

94,650,910
(655,013,697)

1,424,010

It
=z
n

3,956,220,301
350,441,416

1,273,910,588

5,580,572,305

(294,311,253)

(560,362,787)

1,424,010

4,727,322,275

SCH. |
2021
=N= =N=
1,649,314,135
1,685,042,695
3,334,356,830
(499,084,131)
2,835,272,699
307,757,455
30,351,158
2,140,200
149,741,290
9,563,428
342,114,636
36,476,382
2,494,840
200,662,973
773,544,907
3,91_6,575,061
643,088,917
(2,825 474)
640,263,443
481,889,438
(94,650,910)
387,238,528
41,384,300
41,384,300
22,454,260
(1,424,010)
21,030,250

5,006,491,582
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ADMINISTRATION EXPENSES

Salaries, Wages and Staff Welfare Expenses

Insurance
Communication Expenses

Transport, Travelling and Hotel Expenses

Legal and Professional Charges
Printing and Stationery

Repairs and Maintenance
Security and Industrial Safety
Maintenance of Staff Quarters
Motor Vehicle Running Expenses
Advertisement and Publicity
Audit Fees

Gifts, Donations and Subscriptions
Entertainment Expenses

Sundry Expenses

Bank Charges

Amortisation of intangible asset
Depreciation

2022
=N=

81,791,246
14,139,745
3,476,967
60,722,341
12,519,000
2,780,525
8,719,926
24,190,790
8,887,840
28,346,990

6,000,000

394,964
23,846,597
11,441,462

137,970

1,664,848
289,051,211

2021

=N=

69,755,590
14,402,460
2,700,009
39,902,703
4,918,750
1,815,500
2,751,653
20,865,760
5,696,015
13,521,065
25,000
5,000,000
1,754,500
533,522
7,616,901
8,123,079
137,970
1,611,887

201,132,364



