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FEDERATED STEEL MILLS LIMITED

FINANCIAL HIGHLIGHTS
YEAR ENDED 29TH FEBRUARY 2020

Revenue

Profit before taxation

Taxation

Loss for the year

Other comprehensive income for the year
Total comprehensive 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 assets per share (kobo)

2020
=N='000

1,664,029

11,426
(41,506)

(30,080)

(30,080)
445,328
512,878

900,000

(3)

57
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2019
=N='000

249,870

43170
(63,619)

(20,449)

(20,449)
1,404,351
542,958

900,000

(2)

60



FEDERATED STEEL MILLS LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES ON THE FINANCIAL STATEMENTS

Y

FOR THE YEAR ENDED 23TH FEBRUARY 2020

ed Matters Act. the Directors are

In accordance with the provisions of the Companies and Alli
hich give a true and fair view of the

responsible for the preparation of annual financial statements., W
financial position of the Company and of the profit or loss for the reporting period.

The responsibilities include ensuring that:

- Appropriate internal contrals are established both to safequard the assets of the Company and to

prevent and detect traud and other irregularities.

e with reasonable accuracy the financial position of

_ The Company keeps accounting recards which disclos
ts of the Companies

the Company and which ensure the financial statements comply with the requiremen
and Allied Matters Act.

nsistently applied and supported by reasonable

- The Company has used suitable accounting policies. o
licable accounting standards have been followed

and prudent judgements and estimates, and that all app
and

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

in business.

Director [\

Director
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INDEPENDENT AUDITOR'S REPORT 8.
TO THE MEMBERS OF FEDERATED STEEL MILLS LIMITED

Report on the audit of the Financial Statements

Our Opinion

In our opinion, the Financial Statements of Federated Steel Mills Limited give a true and fair view of the Financial
Position of the Company as at 29th February 2020 and of its Financial performance and cash flaws for the year
then ended in accordance with International Financial Reporting Standards, the Companies and Allied Matters Act
and the Financial Reparting Council of Nigeria Act.

What we have audited:
The Financial Statements of Federated Steel Mils Limited comprise:
- The Statement of Financial Position as at 29th February 2020;
" The Statement of Comprehensive Income for the year then ended;
The Statement of Changes in Equity for the year then ended:
The Statement of Cash Flows for the year then ended: and
The Notes ta the Financial Statements, which include a summary of Significant Accounting Policies.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under

those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of ocr report.

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

Independence

We are independent of the Company in accordance with the Institute of Chartered Accountants of Nigeria (ICAN)

Professional Code of Conduct and Guide for Accountants, which is consistent with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our
other ethical responsibilities in accordance with these requirements.

Other information
The Directors are responsible for the other information. The other information comprise the Directors’ Repart,

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 thereon,
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INDEPENDENT AUDITOR'S REPORT 5
TO'THE MEMBERS OF FEDERATED STEEL MILLS LIMITED (CONT'D) |

|.ni connection with our audit of the Financial Statements. our respansibility is to read the other
information and. in doing so. consider whether the ather information is materially inconsistent with the

FinantmtaldStatements or our knowledge obtained in the audit, or otherwise appears to be materally
misstated.

Based on the wark we have performed on the other information that we btained prior ta the date of this

auditlur s report. it we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to repart in this regard.

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 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 abtain 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 quarantee 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 reasanably 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 SAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

o |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 contral.




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

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 far the purgose of expressing an
opinion on the effectiveness of the Company's internal cantrol.

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

o Conclude on the appropriateness of the Directars’ use of the going cancern 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 @ going
concern. If we conclude that @ 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 madify our apinion. 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 Evaluate 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 @ 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 Schedule B 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:
ii) The Company's Statement of Financial Position and the Statement of Comprehensive Income are in
agreement with the books of account.

R -
For: Adedolapt Fayomi & Co. 27 June 2020
Chartered Accountants

Lagos. Nigeria

Engagement Partner Mrs. Adedolapo M Fayomi
FRC/2013/ICAN/00000005530
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FEDERATED STEEL MILLS LIMITED 8.

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 29TH FEBRUARY 2020

Notes 2020 2019
=N= =N=

Revenue 4 1,664,029,198 249,870,026
Cost of sales (1,447,673,293) (171,395,023)
Gross profit 216,355,905 78,475,003
Other income 5 (17,955,979) 1,644,809
Administration expenses (174,045,332) (35,954,989)
Operating profit 24,354,595 44,164,823
Finance costs 6 (12,928,634) (995,115)
Profit before taxation 7 11,425,961 43,169,708
Taxation 8 (41,505,672) (63,618,525)
Loss for the year (30,079,711) (20,448,817)
Other comprehensive income for the year - .
Total comprehensive loss for the year (30,079,711) (20,448,817)

The accompanying notes on pages 13 to 24 are an integral part of these financial statements
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FEDERATED STEEL MILLS LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 29TH FEBRUARY 2020
2020 2019
NOTES =N= =N=

ASSETS
Non-current assets
Property, plant and equipment 9 2,030,388,974 1,711,987.152
Intangible asset 10 413,910 551,880
Deferred tax asset 16 52,405,302 93,910,974

2,083,208,186 ___1,806,450,006
Current assets
Inventories 1 2,838,131,048 922,123,428
Trade and other receivables 12 110,749,711 136,643,144
Cash and cash equivalents 13 1,022,552,353 162,593,084

3,971433,112 __1,221,359,656
Total assets 6,054,641,298 3,027,809,662
EQUITY AND LIABILITIES
Share capital 14 900,000,000 900,000,000
Share premium 13,200,000 13,200,000
Retained earnings (400,321,666) (370,241,959)
Total equity 512,878,334 542,958,045
Non-current liabilities
Borrowings 15 - 45,000,000

45,000,000

Current liabilities
Trade and other payables 17 4,662,920,050 2,341,363,193
Borrowings 15 877,705,319 96,283,800
Current tax liabilities 8 1,137,595 2,204,625
Dividend payable 18 - -

5,541,762 964 2,439,851,618
Total liabilities 5,541,762,964 2,484,851,618

Total equity and liabilities

6,054,641,298

3,027,809,663

These financial statements were approved and authorised for issue by the Board of Directors on 27th June,

ey wefe signed on itgbehalf by:

The accompanying notes on pages 13 to 24 are an integral part of these financial statements




FEDERATED STEEL MILLS LIMITED 10,

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 29TH FEBRUARY 2020

Share Share Retained
__Capital __premium _ earnings  Total equity
=N= =N= sN= =N=

Al 28th February 2018 900,000,000 13200000  (349,793,138) 563406 362
Loss for the year (20448817)  (20448817)
Total other comprehensive income - .
Total comprehensive loss for the year . - (20,448 817) (20,448 817)
At 28th February 2019 900,000,000 13,200,000  (370,241,955) 542,958,045
At 1st March 2019 900,000,000 13,200,000 (370,241,955) 542,958,045
Loss for the year s - (30,079,711) (30.079.711)
Total other comprehensive income i :
Total comprehensive loss for the year - - (30,079,711) (30,079,711)
At 29th February 2020 900,000,000 13,200,000 (400,321,666) 512,878,334

The accompanying notes on pages 13 to 24 are an integral part of these financial statements
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FEDERATED STEEL MILLS LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 29TH FEBRUARY 2020

2020 2019
=N= =N= =N= =N=
Operating activities:
Profit before taxation 11,425,961 43,169,708
Adjustments for non-cash items:
Depreciation of property, plant and equipment 126,926,278 10,181,805
Amortisation of intangible asset 137,970 137,970
127,064,248 10,319,775
Changes in:
Inventories (1,916,007.617) (289,565,124)
Trade and other receivables 25,893,435 41495629
Trade and other payables 2,321,556,857 1,520,910,912
Cash generated from operations 569,932,884 1,326,330,900
Finance costs 12,928,632 995,115
Payment of Tax (1,067,029)
Net cash from operating activities 581,794,487 1,327,326,015
Investing activities:
Purchase of property, plant and equipment (445,328,099) (1,404,351,471)
Purchase of intangible asset - -
Net cash used in investing activities (445,328,099) (1,404,351,471)
Financing activities:
Other short-term facilities 832,705,307
Repayment of term loan (60,000,000) {60,000,000)
Payment of dividend - -
Finance costs (12,928,632 (995,115)
Net cash from / (used in) financing activities 759,776,675 (60,995,115)
Net increase / (decrease) in cash and cash equivalents 896,243,062 (138,020,571)
Cash and cash equivalents at beginning of the year: 126,309,285 264 329,856
Cash and cash equivalents at end of the year: 1,022,552,347 126,309,285
Cash and cash equivalents at end of the year:
Cash and bank balances 1,022,552,347 162,593,084
Bank overdrafts Z (36,283 800)
1,022,552,347 126,309,284
—_—— ———

The accompanying notes on pages 13 to 24 are an integral part of these financial statements
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FEDERATED STEEL MILLS LIMITED 12.
NOTES TO THE FINANCIAL STATEMENTS
Note Description
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|
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& §  Other income 15
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8 Taxation 19
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15  Borrowings 2

& 16 Deferred tax liabilities / assets 23
| 17 Trade and other payables 24
ﬁ 18 Dividend payable 24
19 Contingent liabilities Ll
& 20 Subsequent events 24
21 Approval of financial statements 24

\

™
up




e e e i T——-— N

FEDERATED STEEL MILLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 Reporting entity

Federated Steel Mills Limited is a private limited hability ¢
engaged in the manufacture and sale of reinforcing rods and electrodes of different kinds an

ompany, incorporated in Nigeria It 18 principally
d 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
(IFRS) issued by the International Accounting Standards Board (IASB).

accordance with International Financial Reporting Standards

(b) Basis of measurement
The Financial Statements have been prepared on the historical cost basis, except

value.

for items measured at fair

(c) Functional and presentation currency
These financial statements are presented in the Nigerian Naira, which is the Company's functional currency. Al

financial information has been rounded to the nearest naira.

(d) Use of estimates and judgements

The preparation of financial statements in conformity with
assumptions that affect the reported amounts of assets an
liabilities at the date of the financial statements and the repor

reporting period.

IFRS requires management to make estimates and
d liabilities and disclosure of contingent assets and
ted amounts of revenue and expenses during the

The estimates and asscciated assumptions are pased 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.

(e) Comparatives
ard or an interpretation permits or requires otherwise, all amounts are reported or

Except when a reporting stand
tive figures have been adjusted to

disclosed with comparative information. Where IAS 8 applies, compara
conform with changes in presentation for the current year.

13,
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FEDERATED STEEL MILLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

3 Significant accounting policies

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

(a) Foreign currencies transactions

Al transactions in foreign currencies are recorded in Naira at the rate of exchange ruling at the dates of the
trgnsactions Mpnetary 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
ecpnomic benefits associated with the transaction will flow to the company. However, when an uncertainty
grlses 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
tems 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 assel, 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.







