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INDEPENDENT AUDITOR’S REPORT
To the Management and Stockholder,
Uttam Galva North America, Inc.:
We have audited the accompanying financial statements of Uttam Galva North America, Inc., which comprise the
balance sheets as of March 31, 2020 and 2019, and the related statements of operations, changes in stockholder’s
equity, and cash flows for the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements 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 entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Uttam Galva North America, Inc. as of March 31, 2020 and 2019, and the results of its operations and its cash
flows for the years then ended, in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter
As discussed in Note 9 to the financial statements, the Company has been assessed certain penalties on imports by
the U.S. Department of Commerce. The initial assessment provides for a rate of 588% to be applied to certain imports
for a defined period and a rate of 71% to be applied for a second defined period under review, which the Company is
currently appealing. An adverse result in these proceedings could have a material effect upon the Company’s
financial position, results of operations and cash flows. Our opinion is not modified with respect to this matter.

April 30, 2020
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Uttam Galva North America, Inc.
Balance Sheets
March 31, 2020 and 2019
2020
Assets
Current assets
Cash
Restricted cash
Marketable securities
Accounts receivable, net
Inventories, net
Income tax receivable
Prepaid expenses

$

Total current assets

2019

990,264
750,000
596,554
366,421
601,522
700,326
150,042

$

905,367
750,000
248,614
1,654,767
2,070,829
152,418
511,595

4,155,129

6,293,590

668

5,984

110,272

55,834

$ 4,266,069

$ 6,355,408

$

$

Property and equipment, net
Other assets
Security deposit

Liabilities and Stockholder's Equity
Current liabilities
Accounts payable and accrued expenses
Accrued income taxes payable
Total current liabilities

258,430
1,751
260,181

Stockholder's equity
Common stock, $0.0001 par value, 300,000 shares
authorized, 200,000 issued and outstanding
Paid-in capital
Accumulated deficit
Total stockholder's equity

The Notes to Financial Statements are an integral part of these statements.
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693,665
2,581
696,246

20
7,999,980
(3,994,112)

20
7,999,980
(2,340,838)

4,005,888

5,659,162

$ 4,266,069

$ 6,355,408

Uttam Galva North America, Inc.
Statements of Operations
Years Ended March 31, 2020 and 2019

Revenue, net
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Loss from operations
Other income
Interest expense

2020

2019

$ 4,181,372

$ 15,965,359

3,955,029

15,416,637

226,343

548,722

2,671,439

3,497,607

(2,445,096)

(2,948,885)

34,863
-

Loss before provision for taxes

(2,410,233)

Income tax (benefit) expense
Current
Deferred
Total income tax (benefit) expense
Net loss

4

(2,959,480)

(756,959)
-

15,284
177,621

(756,959)

192,905

$ (1,653,274)

The Notes to Financial Statements are an integral part of these statements.

9,175
(19,770)

$ (3,152,385)

Uttam Galva North America, Inc.
Statements of Changes in Stockholder’s Equity
Years Ended March 31, 2020 and 2019

Common
Stock
Balance, March 31, 2018

$

Net loss

20

$ 7,999,980

-

Balance, March 31, 2019

$

$ 8,811,547

7,999,980

$

Total
Stockholder's
Equity

20

Net loss
Balance, March 31, 2020

Paid-In
Capital

Retained
Earnings
(Accumulated Deficit)

20

$ 7,999,980

$

The Notes to Financial Statements are an integral part of these statements.
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811,547
(3,152,385)

(3,152,385)

(2,340,838)

5,659,162

(1,653,274)

(1,653,274)

(3,994,112)

$

4,005,888

Uttam Galva North America, Inc.
Statements of Cash Flows
Years Ended March 31, 2020 and 2019
2020
Operating activities
Net loss
Adjustments to reconcile net loss to net cash
provided by (used in) operating activities:
Depreciation expense
Recovery of bad debt
Unrealized gain in marketable securities
Deferred tax expense
Change in operating assets and liabilities:
Marketable securities
Accounts receivable
Inventories
Prepaid expenses
Security deposit
Taxes receivable
Accounts payable and accrued expenses
Accrued income taxes payable

$

Net cash provided by (used in) operating activities
Net change in cash and restricted cash
Cash and restricted cash
Beginning of year

2019

(1,653,274)

$

5,316
(73,536)
(62,330)
-

8,179
(3,415)
177,621

(285,610)
1,361,882
1,469,307
361,553
(54,438)
(547,908)
(435,235)
(830)

219,908
(963,196)
794,553
(258,229)
41,846
284,755
2,581

84,897

(2,847,782)

84,897

(2,847,782)

1,655,367

End of year

$

(3,152,385)

1,740,264

4,503,149
$

1,655,367

The following table provides a reconciliation of cash and restricted cash within the accompanying
balance sheets to amounts presented in these statements of cash flows:
Cash
Restricted cash

$

990,264
750,000

$

905,367
750,000

Total amount presented in statement of cash flows

$

1,740,264

$

1,655,367

Supplemental disclosure of cash flow information
Cash paid for income taxes

$

408

$

19,101

$

-

$

19,770

Cash paid for interest

The Notes to Financial Statements are an integral part of these statements.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
1.

NATURE OF BUSINESS
Uttam Galva North America, Inc. (the “Company”) was incorporated on May 13, 2014 in the state of
Delaware. The Company is a New York City based metals trading house with a focus on ferrous products
distribution across the Americas including Latin America. The Company is a 100% owned subsidiary of
Uttam Galva Steels Ltd. (the "Parent”), a publicly listed company located in India.
The accompanying financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America.

2.

SIGNIFICANT ACCOUNTING POLICIES
Restricted Cash
Restricted cash includes cash required as collateral for a surety bond the Company acquired in 2019.
Certain exposure requirements need to be met before the funds can be released to the Company.
Restricted cash amounted to $750,000 as of March 31, 2020 and 2019, respectively.
Accounts Receivable
Accounts receivable are uncollateralized, non-interest bearing customer obligations due under normal trade
terms, usually within 30 days of services provided. In general, customer account balances with invoices
dated over 90 days are considered delinquent.
The Company applies collections of accounts receivable to specific invoices in accordance with customer
specifications, or if unspecified, to the oldest outstanding invoices.
The Company carries its accounts receivable at cost less an allowance for doubtful accounts. On a periodic
basis, the Company evaluates its accounts receivable and establishes an allowance for doubtful accounts,
based on an ongoing analysis of potential write-offs and collections, and current credit conditions. The
Company will turn an account over for collection or write balances off as uncollectible based on the facts
and circumstances of each situation. The allowance for doubtful accounts totaled approximately $45,000
and $37,000 at March 31, 2020 and 2019, respectively.
Marketable Securities
Marketable securities consist of futures contracts to purchase or sell hot rolled steel, scrap and rebar. All
marketable securities are reported on the balance sheet at fair value and changes in the fair values of the
derivative contracts included within marketable securities are recognized currently in the results of
operations. As the Company’s inventory consists of various types of steel, the Company is exposed to
fluctuations in the price of steel. The Company enters into futures contracts to help mitigate their exposure
against adverse fluctuations in steel prices. As the futures contracts were not designated for hedge
accounting treatment under the Financial Accounting Standards Board ("FASB") Accounting Standards
Codification ("ASC") Topic 815 “Derivatives and Hedging”, realized and unrealized gains and losses are
included in net income/loss. Gains of $130,311 and $160,686 in the value of derivative futures contracts
were recorded in other income on the statements of operations for the years ended March 31, 2020 and
2019, respectively.
Offsetting of Amounts Related to Futures Contracts
The Company has elected to offset fair value amounts recognized for cash collateral receivables and
payables against fair value amounts recognized for derivative positions executed with the same counterparty
under the same master netting arrangement. At March 31, 2020 and 2019, the Company offset cash
collateral receivables of $658,884 and $252,029 respectively, against its derivative positions (see Note 4).
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
Inventories
Inventories, which consist primarily of cold rolled and galvanized steel products (all finished goods), are
stated at the lower of cost or net realizable value on a first in first out basis using the weighted average cost
method and are net of an estimated allowance for obsolescence.
Management reviews inventories for obsolescence and to determine if cost exceeds net realizable value at
least annually and the Company records a reserve against the inventory and additional cost of goods sold
when the carrying value exceeds net realizable value. Net realizable value is the estimated selling price in
the ordinary course of business less estimated costs of completion and estimated costs necessary to make
the sale.
Property and Equipment
Property and equipment is carried at cost less accumulated depreciation. Depreciation is provided using the
straight-line method over the estimated useful lives of the respective assets. Office equipment and furniture
is depreciated over an estimated useful life of five years. Expenditures for maintenance and repairs are
charged to expense as incurred.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Significant estimates are used in determining, among other items, accounts receivable allowance, inventory
valuation (which includes allowance for obsolescence), reserves for customer claims and deferred income
taxes. Actual results could differ from those estimates.
Valuation of Long-Lived Assets
In accordance with the accounting guidance for the impairment or disposal of long-lived assets, the
Company reviews long-lived assets, including property and equipment, for impairment whenever events or
changes in business circumstances indicate that the carrying amount of the assets may not be fully
recoverable. Management has determined that no impairment assessment was required for the years
ended March 31, 2020 and 2019.
Fair Value of Financial Instruments
Fair Value Measurements and Disclosures Topic 820 of the FASB ASC defines fair value, and establishes a
framework for measuring fair value and the required disclosures about fair value measurements. The
Company's financial instruments are cash, marketable securities, accounts receivable and accounts
payable. The recorded values of cash, accounts receivable and accounts payable approximate their fair
values based on their short-term nature. The fair values of marketable securities are valued at their quoted
market price as of the valuation date.
ASC Topic 820 “Fair Value Measurements” provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy under
ASC Topic 820 are described below:
Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Company has the ability to access.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
Level 2:





Inputs to the valuation methodology include:
Quoted prices for similar assets and liabilities in active markets
Quoted prices for identical or similar assets or liabilities in inactive markets
Inputs other than quoted prices that are observable for the asset or liability
Inputs that are derived principally from or corroborated by observable market data by
correlation or other means

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.
Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.
The fair value of the marketable securities contracts, which include futures contract liabilities on hot rolled
steel, scrap and rebar are based on observable market data for sales of contracts with identical provisions
and terms and, therefore, are classified within Level 1 of the valuation hierarchy. In valuing these contracts,
the Company uses a market approach which utilizes quoted prices for identical contracts in the market.
Revenue Recognition
Effective April 1, 2019, the Company adopted the Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”) Topic 606, Revenue from Contracts with Customers ("ASC
Topic 606") using the modified retrospective method. The new revenue recognition guidance requires that
an entity recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The guidance requires an entity to follow a five step model to (a) identify the contract(s) with a
customer, (b) identify the performance obligations in the contract, (c) determine the transaction price, (d)
allocate the transaction price to the performance obligations in the contract, and (e) recognize revenue when
(or as) the entity satisfies a performance obligation. In determining the transaction price, an entity may
include variable consideration only to the extent that is probable that a significant reversal in the amount of
cumulative revenue recognized would not occur when the uncertainty associated with the variable
consideration is resolved. The adoption of this standard did not have a material impact on prior revenue
recognition or on opening retained earnings, as the timing and measurement of revenue recognition for the
Company is materially the same under ASC Topic 606 as it was under the prior relevant guidance.
The Company derives a substantial portion of its revenues from the distribution of industrial ferrous products
(“metals”), generally in bulk. This is the sole performance obligation of the Company when entering into a
contract with a customer. Revenues are recognized at a point in time when control of these metals are
transferred to its customers, in an amount that reflects the consideration the Company expects to be entitled
to in exchange for those products. The Company either delivers metals directly to customers or agreed upon
warehouse locations for customer pick up across the Americas including Latin America, indicating control
has transferred upon delivery to the customer or warehouse. Shipping and handling activities performed
before the transfer of control of product are fulfillment activities rather than promised customer services; and
any related costs are incurred to facilitate the sale of metals to the customer. Shipping and handling fees
and other incidental charges to customers, such as freight costs, are reported within revenue and are not
material. Incidental charges to the Company in the context of the contract are recognized as expense when
incurred and are not material. The Company elected the practical expedient to expense any costs which
would have an amortization period of twelve months or less. As a result, costs incurred to obtain a contract
are expensed as incurred.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
For revenues earned from the distribution of metals, standard payment terms are net 30 day terms from the
date the products are delivered and invoiced to the customer. The Company does not offer any rebates or
discounts. Revenues will be reversed only in the occasional instance where a delivery is returned because
the product does not satisfy agreed upon specifications. Based on historical experience, it is determined that
a refund liability for products returned and subsequent right to goods expected asset are not significant to
the overall financial statements.
Provisions for warranty costs are recognized at the date of sale of the relevant products, at management’s
best estimate of the expenditure required to settle the Company’s obligation, net of warranties provided by
suppliers. There was no accrued warranty provision for the years ended March 31, 2020 and 2019.
Income Taxes
The Company is treated as a C-corporation for income tax purposes. The Company accounts for its income
taxes using the asset and liability method under which deferred taxes are determined for differences
between the carrying values of assets and liabilities for financial and tax reporting purposes.
The deferred tax assets and liabilities represent the future tax return consequences of those differences,
which will either be taxable or deductible when the assets and liabilities are recovered or settled. Valuation
allowances are established, if necessary, to reduce a deferred tax asset to the amount that will more likely
than not be realized.
Deferred tax expense or benefit is recognized as a result of the change in the deferred tax assets or
liabilities during the year. The Company files tax returns in the U.S. federal jurisdiction, various states, and
New York City. There are no income tax related penalties or interest reflected in these financial statements.
The accounting pronouncement dealing with uncertain tax positions clarifies the accounting for uncertainty
in income taxes recognized in a company's financial statements and prescribes a recognition threshold and
measurement process for financial statement recognition and measurement of a tax position taken or
expected to be taken in a tax return. The pronouncement also provides guidance on derecognition,
classification, interest and penalties, accounting in interim periods, disclosure and transition. The Company
has no uncertain tax positions at March 31, 2020 and 2019.
Recent Accounting Pronouncements
In February 2016, the FASB issued Accounting Standards Update No. 2016-02, Leases (Topic 842), which
supersedes existing lease accounting standards. Together with subsequent amendments, this created
Accounting Standards Codification Topic 842 (“ASC 842”). ASC 842 requires that a lessee recognize a
right-of-use asset and a corresponding liability for its obligation under virtually all operating lease, as well as
expands disclosure requirements. ASC 842 is effective for annual reporting periods beginning after
December 15, 2020. Early adoption is permitted. FASB has proposed to change the effective to December
15, 2021. The Company is currently evaluating the effect of the adoption of ASC 842 on its results of
operations, financial position or cash flows.
In November 2016, the FASB issued ASU 2016-18, Restricted Cash. ASU 2016-18 requires that the
statement of cash flows explain the change during the period in the total of cash, cash equivalents, and
amounts generally described as restricted cash or restricted cash equivalents. Therefore, amounts generally
described as restricted cash and restricted cash equivalents should be included with cash and cash
equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the
statement of cash flows. ASU 2016-18 is effective for fiscal years beginning after December 15, 2018. The
Company adopted this accounting pronouncement for the year ended March 31, 2020 and applied it to all
periods presented.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
3.

RISK CONCENTRATIONS
Credit Risk
The Company’s financial instruments that are exposed to concentration of credit risk consist primarily of
cash, marketable securities and trade accounts receivable.
The Company deposits its cash with a financial institution and from time to time, the Company’s balances
with the financial institution exceed the maximum amounts insured by the Federal Deposit Insurance
Corporation.
The Company's three largest customers accounted for approximately 49% of revenue for the year ended
March 31, 2020. The Company's three largest customers accounted for approximately 36% of revenue for
the year ended March 31, 2019. The three largest customer balances accounted for approximately 83% of
net accounts receivable as of March 31, 2020. The five largest customers accounted for approximately 45%
of net accounts receivable as of March 31, 2019.
Generally, the Company does not obtain security from its customers in support of accounts receivable. The
Company has obtained credit insurance for 95% of its total outstanding receivables to protect against
potential losses.
The Company’s two largest vendors accounted for approximately 69% and 50% of purchases for the years
ended March 31, 2020 and 2019, respectively,
Derivative Risk
The Company’s derivative activities and exposure to derivative contracts are classified by the following primary
underlying risks: interest rate, credit, foreign currency exchange rate, commodity price and equity price. In
addition to its primary underlying risks, the Company is also subject to additional counterparty risk due to
inability of its counterparties to meet the terms of their contracts.
Foreign Risk
The Company purchases inventories from foreign producers, including its parent in India. Such sources of
material may be subject to unpredictable changes and delays due to legal, political, and climate conditions. See
Note – 10 Related Party Transactions for further information.

4.

MARKETABLE SECURITIES
Marketable securities represent the Company’s assets held in a brokerage account for its hedging activities.
The Company has the right of setoff associated with the assets and liabilities recorded as marketable securities
and has elected to offset fair value amounts recognized for cash collateral receivables and payables against
fair value amounts recognized for derivative positions executed with the same counterparty under the same
master netting arrangement. At March 31, the Company offset cash collateral receivables against derivative
positions as follows:

2020

2019

Cash
Cash - restricted/collateral
Futures contract assets
Futures contract liablities

$

426,924
231,960
30,100
(92,430)

$

46,269
205,760
122,180
(125,595)

Marketable securities

$

596,554

$

248,614
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
Restricted cash represents the maintenance margin requirement (collateral) required by the financial
institution to be maintained in the Company’s account to support its activities and open positions.
Futures Contracts
The Company may use futures to gain exposure to, or hedge against, changes in the value of steel
commodities. A futures contract represents a commitment for the future purchase or sale of an asset at a
specified price on a specified date. The purchase and sale of futures requires margin deposits with a
Futures Commission Merchant equal to a certain percentage of the contract amount. Subsequent payments
(variation margin) are made or received by the Company each day, depending on the daily fluctuations in
the value of the contract. The Company recognizes a gain or loss equal to the daily variation margin (See
Note 2). Futures may reduce the Company’s exposure to counterparty risk since futures contracts are
exchange-traded and the exchange’s clearinghouse, as the counterparty to all exchange traded futures,
guarantees the futures against default.
At March 31, 2020 the Company’s derivative activities relating to their futures contracts to protect against
commodity price risk are as follows:

Long Exposure
Notional
Number of
Amounts
Contracts
Futures contracts

$ 2,470,820

Short Exposure
Notional
Number of
Amounts
Contracts

4,560

$

449,895

920

At March 31, 2019 the Company’s derivative activities relating to their futures contracts to protect against
commodity price risk are as follows:

Long Exposure
Notional
Number of
Amounts
Contracts
Futures contracts
5.

$ 1,883,858

Short Exposure
Notional
Number of
Amounts
Contracts

3,920

$ 2,290,903

4,540

INVENTORIES
The composition of inventories as of March 31 is as follows:

2020
Inventory in warehouses
Inventory reserve

6.

2019

$

739,190
(137,668)

$ 2,208,497
(137,668)

$

601,522

$ 2,070,829

COMMITMENTS
The Company has a building lease which expired in 2020 and was not renewed. The Company entered into a
new lease agreement effective April 1, 2020. The new lease agreement expires on March 31, 2025. Total lease
expense approximated $120,000 and $186,000 for the years ended March 31, 2020 and 2019, respectively.
Under the terms of the building lease, the Company is responsible for all repairs, maintenance, insurance, real
estate taxes and utilities.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
Future minimum lease payments as of March 31 are as follows:

2021
2022
2023
2024
2025

7.

$

109,692
112,982
116,372
119,863
119,124

$

578,033

INCOME TAXES
Deferred taxes are provided on temporary differences arising from assets and liabilities whose basis are
different for financial reporting and income tax purposes. Deferred tax assets and deferred tax liabilities consist
of the following amounts as of March 31:

2020
Deferred tax assets
Allowance and reserves
Net operating loss carryforwards
Accrued expenses

$

Deferred tax liabilities
Prepaid expenses
Accumulated depreciation

11,679
973,810
2,880
988,369

2019
$

(25,868)
17
(25,851)

Less: valuation allowance
Net deferred tax asset

$

(962,518)
-

32,132
892,196
78,670
1,002,998
(76,801)
(1,287)
(78,088)

$

(924,910)
-

Management assesses the available positive and negative evidence to estimate if sufficient future taxable
income will be generated to utilize the existing deferred tax assets. Based on this evaluation, as of March 31,
2020, a full valuation allowance of $962,518 has been recorded in order to measure only the portion of the
deferred tax asset that more likely than not will be realized. The amount of the deferred tax asset considered
realizable, however, could be adjusted if estimates of future taxable income are improved. The net change in
the valuation allowance as of March 31, 2020 and 2019 amounted to $(37,608) and $(924,910), respectively.
The components of the provision for income taxes consisted of the following at March 31:

2020
Current tax (benefit) expense
Federal
State

$ (700,326)
(56,634)
(756,960)

Deferred tax expense
Federal
State

$ (756,960)

Total (benefit) provision
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2019
$

$

15,284
15,284

122,282
55,339
177,621
192,905

Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
The provision for income taxes differs from the expected income tax calculated by applying the federal statutory
rate to pre-tax income primarily due to the effect of permanent differences, state income taxes and the change
in the valuation allowance.
At March 31, 2019, the Company had approximately $3,943,000 in federal net operating loss carryforwards
available to offset future taxable income that have an indefinite life. The Company had approximately
$2,411,000 in state net operating loss carryforwards available to offset future taxable income that will begin
to expire in 2030.
8.

EMPLOYEE BENEFIT PLANS
Cash Balance Plan
During 2016 the Company established the Uttam Galva North America, Inc. Cash Balance Plan (the “Cash
Balance Plan”), a defined benefit plan, which was effective April 1, 2016. The Cash Balance Plan provides for
certain retirement benefits for eligible employees once they have met the vesting requirement and have
reached normal retirement age (65). The Cash Balance Plan provides for an annual service credit based on
eligible compensation as defined in the plan document. The Company contributed approximately $82,000 and
$152,000 for the years ended March 31, 2020 and 2019, respectively. The disclosures related to the Cash
Balance Plan funding and activity are not material overall to these financial statements.
Safe Harbor Plan
During 2016 the Company established the Uttam Galva North America, Inc. 401(k) Safe Harbor Plan (the “Safe
Harbor Plan”), a defined 401(k) profit sharing plan, which was effective April 1, 2016. The Safe Harbor Plan
provides for employer matching contributions, ADP safe harbor contributions and qualified non-elective
contributions. The employer matching contribution is discretionary and may be adjusted each year.
The Company made the required employer safe harbor and discretionary matching contributions for the years
ended March 31, 2020 and 2019, amounting to approximately $152,000 and $164,000, respectively, and is
included in the balance in accounts payable and accrued expenses.

9.

CONTINGENCIES
During the fiscal year ended March 31, 2019, the Company was assessed additional penalties by the U.S.
Department of Commerce (“Commerce”) in addition to standard antidumping ("AD") and countervailing
("CVD") duties on various imports which occurred during 2015 through 2018. The CVD penalty rate has
been assessed at 588.43% for imports made during the period of review from November 6, 2015 through
December 31, 2016. The AD penalty rate has been assessed at 71.05% for the period of review from July 1,
2017 through June 30, 2018. The Company has filed an action and appeal of both the AD and CVD rates
assessed at the US Court of international Trade (“CIT”). On February 6, 2020, CIT remanded Commerce to
explain its CVD rate selection and Commerce is due to respond to the CIT on May 6, 2020. On March 12,
2020 the CIT stayed the appeal of the AD rate and the review is now pending.
The outcome of the assessment and related appeal is ongoing and cannot be reasonably estimated at this
time; therefore no accrual has been provided for in these financial statements. However, should the appeal
be lost the outcome of the case could have a material adverse impact upon the operations of the Company.
A lawsuit was filed in the United States District Court for the District of Delaware in December 2017 against the
Company’s Parent, Uttam Galva Steels Limited. The Company’s involvement in this lawsuit is as a holder of
assets belonging to the Parent subject to garnishment. Assets garnished would include accounts payable to the
Parent, as well as, theoretically, shares of the Company owned by the Parent. Subsequent to the submission
of a joint case report in October 2018, the case was stayed pending proceedings initiated by the Parent
Company’s creditors in India.
14

Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2020 and 2019
10.

RELATED PARTY TRANSACTIONS
The Company has the ability to purchase inventory from its Parent company located in India. There were no
purchases from the Parent for the years ended March 31, 2020 and 2019. As of March 31, 2020 and 2019,
there was no outstanding payable to the Parent .

11.

SUBSEQUENT EVENTS
The Company has evaluated subsequent events through April 30, 2020, which is the date these financial
statements were available to be issued. Based upon this evaluation, the Company has determined that the
following subsequent event requires disclosure within these financial statements.
The Company is currently evaluating the recent outbreak of the COVID-19 Virus and its associated impact
on the world economy. The financial statements do not include any adjustments that might result from the
outcome of this uncertainty. The Company has fully transitioned to a remote workforce and do not expect
significant negative financial impact at this time.
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