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Duferco UK Limited

) 'Str.aie_gic Report
Forthe Year Ended 30 September 2022

Principal activities
The principal activity of the company is the importing and distribution of stéel products into the- UK and Ireland.
Business review

2022 was a challenging and interestirig year for the UK Steel Industry, with record high price levels across all
product groups in the first half of the year to reductions of approximately 30% in maost product groups in the
second part of the year. Against this backdrop we are pleased to report that Duferco UK had another strong year
and out-performed against Budget in all product categories. Both' Long and. Flat Product Groups maintained
record high price levels throughout the first six moriths of the year and margins were healthy. Additional financing
and credit insurance was needed, given-the high sales prices, however with the continued support of DSA Head
Office, and our Credit Insurers, Duferco UK Limited managed to flourish and support our customers throughout
the year. Duferco UK Limited traded and invoiced steel volumes in line with previous years in fiscal year 2022 in
10 different product groups, into the UK and Ireland. We continued to maintain -our market position of offering
and supplying a consistent product both on quality and delivery performarice, from recagnised mills from around
the world, and are pleased to report strong trading relationships with various steel mills. We have alsd been able
to introduce new products: into the market; including Stainless Steel Products, Rebar in Coll, Aluminium and
various coated steel finished products.

Highlights of the year included an extremely positive year for our Pre-Painted Products, both in terms of quantity
and profit. Long Products, including Rebars and Hollow Sections, had another gooed year with new product
development and targeting niche parts of the market for certain products. Meanwhile our core flat products group
again tabled a strong sét of positive trading results.

Future developments

Unfortunately reai steel demand, in most product groups, has continued to detériorate throughout Europe-and
the UK in the second half of 2022. There are some exceptionis, with Organic Coated Sheets, Rebars and Wire
Rods, where demand has held up pretty well. Prices have fallen by over 30% from a.high in April 2022, however
we may be' approaching the bottom of the market late 2022. Duferco UK Limited have managed to maintain a.
strong erder book going forward int6 2023 and we trust.that when the markets change, which they will, we will be
able to take advantage of the opportunities that arise alongside our core customer base,
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Duferco UK Limited

Strategic Report (continted)
For the Year Ended 30 September 2022

Principal risks and uncértainties

~The Company’s normal operating and financing activities expose. it to a variety of financial risks. The primary
financial risks are market risk (primarily commodity price risk), credit risk and liquidity risk. The Company's
overall risk management strategy is governed by the group policy and is designed to identify, manage and
mitigate business risk which includes, among others, financial risk.

Treasury fisk management, including management of currency risk, interest rate risk and liquidity risk is carried
out by the group treasury function..

Market risk

Market risk is the risk of loss that resuilts from changes in market prices (€.g. commodity prices, foreign currency
‘exchange rates, interest rates) or changes in other market factors (e.g. volumetric changes). The Company's
exposure to market risk is variable--and is dependent on current market conditions and expectatlons of future
prices or volatility: .

The Company maintains a relatively low level of exposure to market risk prlmarlly by enterlng into back to back
contracts: with its parent whereby the commercial terms are broadly matched.

i. Commodity price risk »
The Company's cash flows and profitability are sensitive to steel prices which are dependent on a number
of factors and on global supply and demand.

The risk is primarily that market prices for cammodities will fluctuate between the time that sales prices
are fixed or made detefminable and the time at which the corresponding précurement cost is fixed,
thereby potentially reducing or eliminating expected margins.

ii. Foreignh currency risk

The Company is exposed to currency risk on foreign currency denominated forecast transactions, firm
commitments, monetary assets and liabilities {transactional exposure). The majority of the Company's
trading activities are denominated in Sterling at present and therefore :exposure to currency risk is
relatively low.

Credit risk

The Company's exposure to credit risk takes the. forin of any potential loss associated with a counterparty’s
failure or inability to meet their payment or performance obligations, Credit risk is managed by checking a
customer's creditworthiness and financial strength both before. commencing trade. and during the business
relationship. Creditworthiness is ascertained before commencing trade by reviewing an appropriate mix of
internal and external information to determiine limits, contract types -and payment mechanisms required to reduce
credit risk to an acceptable level. The Company also uses ¢redit insurance which further reduces the risk.

Liquidity risk

Through the use of debt factoring and group facilities, the. Company manages its liquidity fo ensure that.sufficient
cash is available to . meet all contractual commitments as they fall due and also to ensure that there is sufficient
funding to withstand stressed market conditions or an extreme event. Liquidity risk is managed. by continuously
monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and financial
liabilities. .
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Duferco UK Limited

Strategic Report (continued)
-For the Year Endéd 30:September 2022

Statemerit of the directors' duties in accordance with s1 72(1) Companies Act 2006

The Board of directors of Duferco UK Ltd consider, both individually and together, that they have acted in the
way they consider, in good faith, would be most likely to promote the success. of the Company for the benefit of
its members as a whole in the decisions taken in the financial year just ended, having regard to the stakeholders
and matters set outin s172(1) (a) to (f) of the Act, and specifically:

a) the likely consequences of any-decision in the long term;

by theinterests of the Company's employees;

c) ‘the need to foster the Company’s business relationships with suppliers, customers and othets:

d) the impact of the Company's operations on the commiinity-and the environment;

€) the desirability of the Company maintaining a reputation far high standards of business conduct; and
f) the need to act fairly as between members of the Company.

Decision making

The Company's strategy- allows it to be competitive, flexible and resilient while also responding to a rapidly
changing market situation. In order to pursue its long-term objectives, the Board of Directors performed the
following activities (amongst others); monthly review of financial performancé of the Company and Key
Performance Indicators; preparation and update of budgets for future periods; continuous review of its
operations.

Employee Engagement

The Company's employees are, fundamental to the success of the business. The: Company aims to be a
responsible employer in its approach to the pay and benefits .of employees. The health, safety and wellbeing of
its employees is one of the primary considerations in the way the Company does business.

Business relationship and repuitation

The Company is fuIIy committed to effectlvely erigage with all its stakeéholders. It operates in a highly connected
environment where the views, decisions and actions of stakeholders have a considerable impact on the
business. Therefore, the Company’s success depends on its ability to engage and work together effectively and
constructively. To foster its relatlonshlps the Company engages in regufar communications with customers,
suppliers, HM Gevernmernit and its various -departments aiming at building trust, understanding positions,
identifying trends: as well as building on and consolidate partnerships.

From the perspéctive of the Board, all other inatters that it is responsible for considering under section 172 have
been considered to an appropriate extent by the Board in relation to this entity. The Board has also considered
relevant matters where appropriate.
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Duferco UK Limited

Strategic Report (continued)
For the Year Ended 30 September 2022

Key performance indicators

The Directors have identified the following key performance indicators that théy believe are useful in assessing
how well the Company is performing against its strategic aims.

This report was approved by the board on 3 Sanver ij 202’5 and signed on its behalf.

A

B Paterson
Director

2022 2021

£000 £000
Turnover 274,829 182,401
Gross Profit 14,613 11,778

5.3% 6.5%

Return on Sales

Ox

Page 4




Duferco UK Limited

Directors’ Report
For the Year Ended 30 September 2022

The directors present their report-and the financial statements for the year ended 30 September 2022.
Results and dividends
The profit for the year, after taxation, amounted to £2,975,000 (2021 - £3,514,000).

The directors have not proposed the payment of a dividend.

Directors

The directors who served during the year were:

A Cresswell

M De Morgan (appointed 27 April 2022)
B Paterson

M Pryor

S-Southall

L Valle

M Varney

| White.

Matters covered in the Strategic Report

The following items have been inciuided within the strategic report on pages 1 to 4:
- Financial results

- Future developments

- Financial risk management

- Engagement with suppliers, customers and others

Going concern

The Company is the UK distribution arm of a large worldwide group. Due to the positive group support, the
directors believe that the Company is well placed to manage its business risks successfully despite the current
uncertain economic eutiook.

The directors have a reasonable expectation that the Company has adequate resources and related parent
company support to continue. in operational existence for the foreseeable future. Thus, they continue to-adopt the
going coricern basis of accounting in preparing the @nnual financial statements.

Greenhouse gas emissions, energy consumption and energy efficiency action

The Company has not disclosed information in respect of greenhouse gas emissions, energy consumption and
.energy efficiency action as its energy consumption.in the United Kingdom for the year is 40,000 kWh or lower.

Statement of corporate governance arrangements

Duferco UK Limited operates within the DITH Group of Companies and acts according to the corporate
governance arrangements in place within the DITH Group. Thesg include, but are not limited to: Accountability,
transparency, fairness and responsibility.

We have specific DITH Group Policies on Busings$ Conduct, Whistleblowing and Sanctions, Environmental &
Health and Safety, and Human Rights. :
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Duferco UK Limited

Directors' Report (continued)
For the Year Ended 30 September 2022

Directors' responsibilities.statement

The directors are responsible for preparing the Strategic report, the Directors' report and the financial statements
in accordance with applicable law and regulations.

Company: law requires the directors to prepare-financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in-accoidance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted. Accounting Practice), including Financial Reporting
Standard 101 ‘Reduced Disclosure Framework'. Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the: Company and
of the profit or ioss of the Company for that period.

In preparing these financial statements, the directors are required to:

. ‘select suitable-accounting policies aﬁd then apply them consistently;
. make judgements and accounting estimates that are reasonable:and prudent;
. state whether applicable UK Accounting Standards have been-followed, subject to any material departures

disclosed and explained in the financial statements;

s prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company: and to enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Compariy-and hence for taking reasoriable steps for the
prevention and detection of fraud and other irregularities.

Disclosure of information to auditors

Each of the persons who aré. directors at the fime when this Directors’ report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditors ‘are
unaware, and .
.. the director has taken all the steps that ought to have been taken as a director in order to be aware of any -

relevant audit information and to establish that the, Company's auditors are aware of that information.
Post balance sheet events

There have been no significant events affecting the Company since the year end.
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Duferco UK Limited

Directors®' Report (continued) '
For the Year Ended 30 September 2022

Auditors

The directors, having been notified of the cessation of the, partnership known as Dains LLP, resolved that Dains
Audit Limited be appointed as successor auditor with effect from 1 April 2022. The auditors, Dains. Audit Limited,
will be proposéed for reappointment in accordance with section 485 of the Companies Act 2006.

This report was approved by the board on 3 I dan Uafj 2025 and signed on its behalf.

SR G VAR SN
[ NA: Y44V
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Duferco UK Limited

Independent Auditors' Report to the Members of Duferco UK Limited

Opiriion

We have audited the: financial statements of Duferco UK Limited (the '‘Company’) for ‘the year ended 30
September 2022, which comprise the Statemerit of comprehensive incormie, the Balance sheet, the Statement of
changes in equity and the related notes, including a summary of significant accounting policies. The financial
reporting framework that has been-applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 101 ‘Reduced Disclosure Framework' (United Kingdom
Generally Accepted Accounting Practice),

In our opinion the financial statements:

. give a true and fair view of the state of the Company's-affairs. as at 30 September 2022 and of its profit for
the-year then ended;

. have been properly prepared in accordance with United Kingdom Generally' Accepted Accounting
Practice: and ° '

. have been prepared in accordance with the requirements: of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with Iritemational Standards oh Auditing (UK) (ISAs (UK)) and applicable
iaw. Our responsibilities under those standards are further described in' the Auditors’ responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in -accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council's Ethical Standard and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe. that the audit evidence we have obtained is sufficient and
‘appropriate to provide a basis for our opinion. '

Conclusions relating to going concern

In auditing thé financial staterrients, we have corncluded that the directors' use of the going concerh basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work. we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue as a
going concem for a period of at least twelve moriths from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with resbect to going concern are described in the
relevant sections of this report.

‘Other information

The other information comprises the information included in the Annual Report other than the fihancial
statements and our Auditors' report thereon. The directors are responsible for the other information contained
within the Annual Report. Our -opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusjon
thereon. 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 course of the
audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent
raterial misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements.themselves. If; based on the work we have performed, 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.
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Duferco UK Limited

Independent Auditors' Report to the Members of Duferco UK Limited (continued)

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic report and the Directors" report for the financial year for which the

financial statements are_'{)rep'ared, is consistént with the financial statements; and
. the Strategic' report and the Directors' report have been prepared in accordance with :applicable legal

requirements.
Matters on which we are requiired to report by exception

In the light ‘of the knowledge and understanding of the Cormpany and.its environment obtained in the course of
the audit, we have not identified material misstatements in the Strateg‘ic report orthe. Directors’ report.

We have nothing to. report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

. adequate accounting fecords have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the actounting records and returns; or
certain disclosures of directors' remuneration specified by law are not made; or

. we.have.not received all the information and -explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors’ responsibilities statement set out ori page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from matérial 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 goirg
coricern basis of accounting unless the directors either intend to liquidate the Company or to cease. operations,
or have no realistic alternative but to do so.
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Duferco UK Limited

Independent Auditors’ Report to the Members of Dufercé UK Limited (continued)

Auditors' 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 Auditors’ 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 (UK) 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.

Irregularities including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detectmg |rregular|t|es including fraud is:
detailed below:

. ‘Our approach to identifying arid assessing the risks of material misstatement in respect of irregularities, ineluding

fraud and non-compliance with laws and regulations, was as follows:

» the senior-statutory auditor ensured that the engagement team collectively had the appropriate competence,
capabilities and skills to identify or recognise non-compliance with applicable laws and regulations;

o we idertified the laws and regulations applicable to the company through discussions with directors and.
other management, and from our commercial knowledge :and experience of the steel sector,

e we focused on specific laws and regulations which we considered may have. a direct material effect on the
financial statements or the operations of the- company, inciuding the financial reporting legislation,
Companies Act 2006, taxation legislation, anti-bribery, employment and environmental and health and
safety legislation;

s we assessed the extent of compliance with the laws and regulations identified ‘above through makmg
enquiries of management and inspecting legal correspondence; and

o identified laws and regulations were communicated within the audit team regularly and the team remained
alert to instances of non-compliance threughout fhie audit.

We assessed the susceptibility of the company's financial statements to. material misstatement, including
obtaining -an understanding of how fraud might occur, by:

e making enquiries of management -as to ‘where they considered there was susceptibility to fraud, their
knowledge of actual, suspected and alleged fraud; and

e considering the .internal controls in place to mitigate risks of fraud and non- compllance wnth laws and
regulations.

To address the risk of fraud through management bias and override of controls, we:

» performed analytical procedures to identify-any unusual or unexpected relationships;
tested journal entries to identify unusual transactions;

e assessed whether judgements and assumptions made. in determining the accounting estimates were
indicative of potential bias; and

e investigated the.rationale behind significant or unusual transactions;

In response to the: risk of irregularities and non-compliance with laws and regulations, we designed procedurés
which included, but were not limited to: -

¢ agreeing financial statement disclosures to underlying supporting documentation;

». reading the minutes of meetings of those charged with govern_arice;

» enquiring of management as to actual and potential litigation and claims; and

s reviewing correspondence with HMRC, relevant regulators and the company's legal advisors.
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Duferco UK Limited

Independent Auditors’ Report to the Members of Duferco UK Limited (continued)

Auditors’ responsibilities for the audit of the financial statemeiits (continued)

Because of the inherent limitations of an audit, there is a risk that we: will not-detect all irregularities, including
those leading to a material misstatement in the financial statements or non-compliance with regulation. This risk
increases the more that compliance with a law or regulation is réemoved from the events and transactions
reflected in the financial statements, as we will be less likely to become aware of instances of non-compliance.
The risk is also. greater regarding irregularities occurfing due to fraud rather than ‘error, as fraud involves
intentional concealment, forgery, collusion, omission or misrepresentation.

A further description of our responsibilities for the audit of the financial .statements js located on the Financial
Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
: Auditors' report.

Use of our report

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16. of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an Auditors' report-and for no other purpose. To the fullest
extent permitted by law, we de not accept or assume responsibility to anyone other than the Company and the
Company's members, as a body, for our audit work, for this report, or for the opinions'we have formed.

BJ;V\, Aol ke

Mark Hargate FCA (Senior statufory auditor)

for and on behalf of
Dains Audit Limited
Statutory Auditor
Chartered Accountants

Blrmmgham

Date: / [ %LS
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Duferco UK Limited

Statement of Comprehensive Income
For the Year Ended 30 September 2022

Turnover
Cost of sales

Gross profit

Distribution costs

Administrative expenses

Operating profit

Finance cost

Profit before tax

Tax on profit

Profit for the financial year

Note

2022 2021
£000 £000
274,829 182,401
(260,216) (170,623
14,613 11,778
(4,770) (3,858)
(3,848) (2,671)
5,995 5,249
(2,304) (914)
3,691 4,335
(716) (821)
2,975 3,514

The company has no other comprehensive income in either the current or preceding year other than the profit

for the financial year.
In both the current and preceding years all turnover arose from continuing operations.

The notes on pages 15 to 29 form part of these financial statements.

Page 12




Duferco UK Limited
Registered number:03538773

Balance Sheet
As at 30 September 2022

Fixed assets

Property; plant and equipment-
Right-of-use assets

. Current assets

Stocks:
Debtors
‘Cash and cash equivalents

Creditors: amounts falling due within one
year

Net current assets

‘Total assets less current liabilities

Creditors: amounts falling due after more.

than one year

‘Provisions for liabilities

Deferred taxation

Net assets

Capital and reserves

Called up share capital
Profit and loss account

‘Total shareholders' funds

B Paterson
Director

Note

10

12
13
14

15

16

17

18
19

2022
£000

220
336

556
129,316

78,822
15,200

223,338

(206,773)
16,565

17,121

{199)

16,922

(34)

16,888

10,400
6,488

16,888

2021
£000

224
306.

530

82,206
54,007
15,676

151,889

(138,272)

13,617

14,147

(201)
13,946

(33)

13,913

10,400
3,513

13,913

approved and authorised for issue by the board and were signed on its behalf on

Z\ Tﬂ/\UQ9 2023 .

The notes. on pages 15 to 29 form part of these financial statements.
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Duferco UK Limited

Statement of Changes in Equity
For'the Year Ended 30 September 2022

At 1 October 2020

Profit for the financial year

At 1 October 2021
Profit for the financial year

At 30 September 2022

Called up Profit and
share capital loss account Total equity

£000 £000 £000
10,400, (1) 10,399
- 3,514 3,514
10,400 3,513 13,913
- 2,975 2,975
10,400 ° 6,488 16,888

The noetes on pages 15 to 29 form part of these financial statements.
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

1.

General information

Duferce UK Limited (the “Company”) is-a private limited company whose core business is the: distribution
of steel prod'_ucts such as flat products, long products and pre-painted steel. The Company also acts as
sale agent for special steel bars in the UK. It imports material from abroad into UK ports (mainly in
Newport and Liverpool) where it.is stocked uritil it is sold. The steel is distributed in the UK and in Ireland.
The address of the registered office is given on the Company information page.

The Company is incorporated and domiciled in the United Kingdom.

Accounting policies

‘2.1 Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these- accounting policies and ‘in accordance with Financial Reporting Standard 101
'Reduced Disclosure Framework' and the Companies Act 2006.

in preparing these financial statements, the Company applies the: recognition, measurement and
disclosure requirements of Interriational Financial Reporting Standards as adopted by the UK
(“Adopted IFRSs"), but makes amendments where necessary in order to comply with Companies Act.
2006 and has set out below where advantage of the FRS 101 disclosure exemptions has been taken.

In the directors' opinion there are no critical accounting estimates and judgements that impact the
financial statements.

The Company‘s parent undertaking, Duferco International Trading Holdmg S.A. includes the
Company in its consolidated financial statements. The consolidated fi nancial statements of Duferco
International Trading Holding S.A. are prepared in accordance with International Financial Reporting
Standards and-are available to the public and may be obtained from:

Duferco International Trading Holding S.A.
Rue Guillaume Schneider &
Luxembourg

In these financial statéments, the Company has épplied the exemptions available under FRS 101 in
respect of the following disclosures:

A Cash flow statement and related notes;
"Comparative period réconciliations for share capital and tangible assets;

Disclbspre§ in respect of related party transactions with fellow and wholly owned subsidiaries;
Disclosures in respect. of capital management; '

The effects of new but not yet effective IFRSs;

Disclosures in respect of the compensation of key management personnel.

As the consolidated financial statements of Duferco International Trading Holding S.A. include the
equivalent disclosures, the Company has also taken the exemptions under FRS 101 available. in
respect of the following disclosures '

o IFRS 2'Share based payments' in respect of group settled share based payments;
o The disclosures required by IFRS 7 'Financial Instrument disclosures'

The. principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated..
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Duferco UK Limited

Notes to the Financial Statements

For the Year Ended 30 September 2022

2.

Accounting policies (continued)

2.2

23

24

2.5

Going concern

The Company’s business activities, together with the factors Iikeiy to affect its future development,
performance and. position are set out in the Business review in the strategic report on page 1. The
financial position of the Company is shown in the balance sheet on page 13.

The Company is the UK distribution arm of a large. worldwide group. Due to the positive group
support, the directors believe that the Company is 'well placed to manage its business risks
successfully despite. the current uncertain economic outlook.

The directors have a reasonable éxpectation that the Company has adequate resources and related
parent company ‘support to continue in operational existence for the foreseeablé future. Thus, they
continue to adopt the going concern basis of accounting in preparing the annual financial statements.

Turnover

Turnover represents the invoiced value, net of value added tax, of .goods sold and services provided
to customers. Turnover is recognised when a customer obtains title. to the goods, which is normally
when a delivery or collection is made. Turnover is recognised for goods which are on hand and ready
for delivery or collection; where the buyer has taken title, accepted billing. and -acknowledged the
delivery-or colléction terms and the standard payment terms apply. Commissions are received when
the Company act as an intermediary between a group company and a customer and are recognised
in line with delivery or collection of the geods. '

Borrowing costs

Borrowing costs are recognised inthe Statement of Comprehensive Income. in the. period in which
they are incurred.

Financial assets
The Company classifies its financial assets in the.following categories:

(a) Financial assets at amortised cost
The Company classifies its financial assets as at amortised cost only if both of the followmg
criteria are met: the assét is held within a business model whose. objective is to-collect the
contractual cash flows, and the contractual terms give rise to cash flows that are solely payments
of principal and interest..

(b) Finanicial assets at fair value through profit or loss
The Company classified financial assets that are held within a different business model otherthan
'hold to collect’ or *hold to collect and sell' as fair value through profit or loss.

The classification depends on. the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition.

¢
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Duferco UK Limited

Notes to the Financial Statements

For the Year Ended 30 September 2022

2,

Accounting policies {continued)

2.6

27

238

29

Tangible assets

Tangible assets. are stated at cost less accumulated depreciation and accumulated impairment
losses:

Where parts of an item of tangible assets have- different useful Ilves they are accounted for as
separate items of tangible assets.

Depreciation is cﬁarg_ed to the profit and loss on a straight line basis overthe estimated useful lives of
each part of an item of tangible assets. Land is not depreciated. The ‘estimated useful lives are as
follows: '

Freehold buildings: - 2% per annum
Computer equipment - 50% per annumi
Office equipment - 10% per annum

Depreciation miethods, useful lives and residual values are reviewed at each balance sheét date.
Stocks

Stocks are stated -at the lower of cost and net realisable value, Cost is-based on the average cost
principle- and includes expenditure incurred in acquiring the stocks, production or conversion costs
and other costs in bringing them to their existing location and condition. Provisions made to revalue
stock to net realisable value if lower than cost are expensed directly through profit or loss in the

-period.

Debtors

Debtors: are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of
the business, if longer), they are classified as current assets. |f not, they are presented as non-
current assets. Trade and other receivables are recognised initially: at fair value -and subsequently
measured at amortised cost using the effective interest method, less provision for impairment.

Cash and cash equivalents

Cash and cash equivalents include cash in hand -and deposits heid at call with banks.

2.10 Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from.suppliers. Creditors are recognised initially at fair value and subsequently measured
at amortised cost using the effective interest method. Creditors are presented as amounts falling due
within one year unless. payment is not due within 12 months after the reporting period.
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

2.

Accounting policies (continued)

2.11 Loans

Loans are recognised initially at fair value, less attributable transaction costs. Subsequent to initial
recognition, loans are stated at amortised cost calculated .on an éffective interest basis. Any
difference between the proceeds (net of transaction costs) and the redemption amount is recognised
in. profit or loss over the:period of the borrowings using the effective interest method..

Loans are: classified as creditors: amounts falling dué within one year unless the. Company has an
unconditional right to defer settiement of the liability for at least 12 months after the reporting period
in which case they are classified as creditors: amounts falling due after more than one year.

2.12 Emiployee benefits

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts if the fund dees not hold sufficient assets to pay all employées the benefits relating to
employee service in the current and prior periods.

Obligations for contributions to defined contribution pension plans are reécognised as an expense in

‘the profit.and loss in the periods during which services are rendered by employees.

2,13 Current and Deferred Tax

Tax on the: profit or loss for the year comprises current and deferred tax. Tax is recognised in the
profit and loss except to the extent. that it relates to items recognised diréctly in equity or other
comprehensive income, in which case: it is recognised directly in equity or other comprehensive
income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year;
using tax rates -€nacted or substantively enacted at the balance sheet date, and any adjustment to tax
payable in respect of previous years.

Deferred tax is provided on temporary differerices between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of
deferred tax provided is based on the expected manner of realisation or settiement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet
date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable-profits will
be available against which the temporary difference can be utilised.
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Duferco UK Limifed

Notes to the Financial Statements
For the‘_Year- Ended 30 September 2022

2.

Accounting policies (continued)

2.14 Leases

Rental contracts. are typically ‘made for fixed periods of 4+ years: but may have extension options.
Lease terms are negotiated on .an individual basis and contain a wide range of different terms -and
conditions. The lease -agreements do not impose any covenants other than the security interests in
the leased &ssets that are held by the lessor. Leased -assets may not be used as security: for
borrowing purposes.

Leases:are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased asset is -available for use by the Company. Assets and liabilities arising from -a lease. are
initially measured on a present value basis. Lease liabilities include the net present value of the
following lease payments:

-+ Fixed payments {including in-substance fixed payments), less any lease incentives receivable;

e Variable lease payments that are based on an index or a rate, initially measured using the index
or rate as at the commencement date;

e Amounts expected to be payable by the Company under residual value guarantees;

e The exercise price of a purchase option if the Company is reasonably certain to exercise that
option; and

e Payments of penalties for terminating the lease, if thé lease term reflects the Company
‘exercising that-option.

Lease payments to be made under reasonably certain extension options are also included iri the
measurement of the liability. The lease payments are discounted using the interest rate implicit in the

lease. If that rate cannot be readily determined, which is. generally the case for leases in the:

Company, the lessee’s incremental borrowing rate is used, being the rate that the individual lessee
would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-of-
use asset in a similar economic environment with similar terms, security and conditions.

The Company is exposed to potential future increases in variable lease payments based on an index
or rate, which are not included in the lease liability until they take effect. When adjustments to lease
payments based on an index or rate take effect, the lease liability is reassessed and adjusted against
the right-of-use asset. Lease paymenits are allocated bétween principal and finance cost. The finance
cost is charged to profit or loss over the lease period so as to produce. a constant. periodic rate of
interest on the remaining. balance of the liability for each period.

Right-of-use ‘assets arfe measured at cost comprising the following:

s The amount of the initial measurement of lease liability;
Any lease payments made at or before the commencement daté less any lease incentives
received;,
e Anyinitial direct.costs; and
 Restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease

term on. a straight-line basis. If the Company is reasonably certain to: exercise a purchase option, the

right-of-use asset is depreciated over the underlying asset’s useful life.
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

2,

Accounting policies (continued)

2.15 Foreign currency translation

Functional-and presentation currency

The Company's functional currency and presentational currency is' GBP- and the financial statements
are rounded to the nearest £000.

Transactions and balarices

Foreign currency transactions are translated into the -functional currency using. the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured af historical cost are translated using. the exchange rate at the date of the

transaction and non-monetary items measured at fair value are measured using the exchange rate

when fair value was determined.

2.16 Provisions for liabilities

Provisions are made where an event has taken place that gives the:Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation. - .

Provisions aré charged as an expense to 'pro'ﬁtfor loss in the yéar that the Company becomes aware
of the obligation, and are measured at the best estimate at the balance sheet date of the expenditure
required to settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to-the provision carried in the Balance sheet.

Turnover
The whole of the turnover is attributable to the Company's principal activity.

Analysis of turnover by country of destination:

2022 2021
£000 £000
United Kingdom . ‘ 254,588 162,615
Rest of Europe . 20,241 19,786

274,829 182,401
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Duferco UK Limited

Notes to the Financial Statements )
For the Year Ended 30 September 2022

4,

Operating profit

The operating profit is stated after chargingl('crediting‘):

Depreciation of property, plant and equipment
Depreciation on right-of-use assets
Exchangeg differences

Auditors’ remuneration

Fees payable to the Company’s auditors for the audit of the Company's
annual financial statements

Employees

‘Staff costs, including directors' remuneration, were as follows:

Wages and salaries
Social security costs
Cost of defined contribution scheme

‘The average monthly number of employees, including the directors, during the year was -as follows:

Sales
Commercial and administration
Directors

2022 2021
£000 £000

15 11
119 %
(140) (380)
2022 2021
£000 £000
36 34
2022 2021
£000 £000
3,207 2,565
319 182
116 109

3,732 2,856

2022 2021
No. No.

4 4

10 9

6 5

20 18
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

7.

Directors' remuneration

Directors' emoluments

‘Company contributions to defined contribution pension schemes:

2022 2021
£000 £000
1,712 911

67 61
972

1,779

During the year retirement benefits were accruing to 6 directors (2021 - 5) in respect of defined

contribtition pension schemes.

The highest paid director received remuneration of £327,000 (2021 - £256,000).

The value -of the Company's contributions paid to a defined contribution pension scheme in respect of the

_highest paid director amounted to £15,000 (2021 - £14,000).

Finance cost

Bank borrdwings
Lease liabilities:

Taxation

Corporation-tax

‘Current tax on profits for the year

Payment for group relief

Total current tax

Deferred tax

Origination and reversal of timing differences
Changes to tax rates
Adjustment in respect of prior periods

Total defefred tax

Taxation. on profit

2022 2021
£000 £000
2,299 908
5 6
2,304 914
2022 2021
£000 £000
744 625

1 179
715 804

1 20

- 8
- (11)

1 17
716 821
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended .30 September 2022

9. Taxation (continued)

Factors affecting tax charge for the year

The tax -assessed for the year is higher than (2021 - lower than) the standard rate of corporation tax in
the UK of 19% (2021 - 19%). The differences are explained below:

2022 2021
£000 £000
Profit before tax 3,691 4,335
Profit multiplied by standard rate of corporation tax in the UK of 19% (2021 -
19%) , 701 824
Effects of:
Expenses not deductible ' 13 1
Other timing differences 1 7
Adjustment.in respect.of prior periods 1 : (1.
Total tax charge for the year 716 821

Factors that may affect future tax charges

In the Spring Budget 2021, the- government announced that from 1 April 2023 the headline corporation tax
rate will increase to 25%. The proposal to increase the rate to 25% had been substantively enacted at the
company’s balance sheet date, therefore-its effects have been included in these financial statements.
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

10.

Property, plant and equipment

Cost
At 1 October:2021
Additions

At 30 September 2022

Depreciation

"At 1 October 2021

Charge for the year on owned assets

At 30. September 2022

Net book value

At 30. September 2022

At 30 September 2021

Computer
Freehold Freehold and office
~ land buildings -equipment Total
£000 £000 £000 £000
50 253 109 412
- - 11 11
50 253 120 423
- 112 76 188
- 5 10 15
- 117 86 203
50 136 34 220
50 141 33 224
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Duferco UK Limited

Notes to the Financial Statéments
For the Year Ended 30 September 2022

1.

Right-of-use assets

The amounts recogniséd in the financial statements in relation to the leases are as follows:

(i) Amounts recognised in the Balance Sheet

The balance sheet shows the following amounts relating to leases:

2022 2021
£000 £000
Right-of-use of assets
Land and buildings - 336 306
336 306
Lease liabilities
Current ' 136 105
Non-current ) 199 201
335 306
(il Amount recognised in the Statement of Comprehensive Income
The Statement.of Comprehensive Income shows the following amounts relating to leases:
2022 2021
£000 £000
Depreciation charge on right-of-use assets
Land and Buildings 119 96
Financial expenses on leasing
Interest expense (Note 8) _ 5 6
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Duferco UK Limited

Notes to the Financial Statements
For-the Year Ended 30 September 2022

11. Right-of-use assets (continued)

The 'Company's leases have the following minimum lease payments:

Not later than one year
Later than one year and not later than five years

Total gross payments

Impact of finance expenses

Carrying amount of liability

12, ‘Stocks

Finished goods and goods for resale

2022 2021
£000 £000.
141 110
202 203
343 313

(8) (7)

335 306
2022 2021
£000 £000
129,316 82,206

Raw materials, consumables and changes in _ﬁnis_hed goods and work in progress recognised as cost of
sales in the year amounted to £254,103,000 (2021 - £165,653,000). The write-down of stocks to. net

realisable value amounted to £531,000 (2021 - £Nil).

Page 26
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Notes to the Financial Statements
For the Year Ended 30 September 2022

13.

14.

18.

Debtors

Trade debtors:
Amounts owed by group undertakings
Other debtors

Trade debtors are stated after no provision for impairment (2021 - £Nil).

Amounts owed by group undertakings are not interest bearing and are payable on demand.

Cash and cash equivalents

Cash atbank and in hand

‘Creditors: Amounts falling due within one year

Bank loans

Trade creditors

Amoéunts owed to group undertakings
Corporation tax

Other taxation and social security
Lease liabilities (see Note 11)
Accruals and deferred income

2022 2021
£000 £000.
76,918 51,770
1,899 2,232
5 5
78,822 54,007
2022 2021
£000 £000
15,200 15,676
2022 2021
£000 £000
119,500 77,452
1,456 1,326
69,425 47,075
74 625
13,387 9,373
136 105
2,795 2,316.
138,272

206,773

The. amounts owed to group undertakings are unsecured, interest free and repayable on demand.

The borrowing base facility is secured by a fixed and floating charge on stocks. and book debts of the
Company and a guarantee from a group company, Duferco International Trading Holding SA. lt is

repayable on demand. Interest is charged at SONIA / EURIBOR base rate + 1.5% perannum.
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Duferco UK Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

16. Creditors: Amounts failing due after more than one year

2022 2021
£000 £000
Lease liabilities (see Note 11) 199 201
17. Deferred taxation
2022 2021
£000 £000 .
At beginning of year ' , : 33 16
Charged to profit or loss 1 17
At end of year 34 .33
‘The provision for deferred taxation is made up as foliows:
) 2022 2021
£000 £000
Accelerated capital allowances 34 33
18. Share capital
2022 2021
. £000 £000
Allotted, called up and fully paid
10,400,000 (2021 - 10,400,000) Ordinary shares of £1.00 each 10,400 10,400

19. Reserves
Profit and loss account

The profit and loss account reserve represents. cumulative profit and losses, net of dividends paid and
other adjustments.

20. Pension commitments

The Company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £116,000 (2021 -
£109,000),
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21. Controlling party

The immediate. parent undertaking is Duferco International Trading Holding S.A., a company incorporated
in Luxembourg.

The ultimate parent undertaking and -controlling party is Hebsteel Global Holding Pte. Ltd., Singapore
("Hebsteel”) a filly owned subsidiary of Hesteel Group Co. Ltd., The People’s Republlc of China
("Hesteel”).

The smallest group in’ Wthh the results of the Company are consolidated is Duferce International Trading
Holding S.A..

The consolidated fi nanmal statements of Duferco International Trading Holding S.A. may be obtained
from:

Duferco International Trading Holding S.A.
Rue Guillaume Schneider 6
Luxembourg
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