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INDEPENDENT AUDITORS’ REPORT
To the Management and Stockholder of
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, 2018 and 2017, and the related statements of income, 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.
Auditors’ 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 auditors’ 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, 2018 and 2017, 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.

September 14, 2018

Uttam Galva North America, Inc.
Balance Sheets
March 31, 2018 and 2017
Assets
2018
Current assets
Cash
Restricted cash
Marketable securities
Accounts receivable, net
Other receivables
Inventories, net
Income tax receivable
Prepaid expenses
Total current assets

$

Property and equipment, net
Other assets
Deferred tax assets, net
Security deposit

4,503,149
465,107
691,571
2,865,382
194,264
253,366
8,972,839

2017
$

3,661,797
1,000,000
306,768
12,350,800
2,540,218
34,038,968
167,281
54,065,832

14,164

16,957

177,621
55,835
233,456

296,019
55,835
351,854

$

9,220,459

$

54,434,643

$

408,912
408,912

$

35,882,233
4,713,174
4,118,936
631,621
185,640
45,531,604

Liabilities and Stockholder's Equity
Current liabilities
Product financing arrangement
Accounts payable and accrued expenses
Related party payable
Accrued income taxes payable
Accrued bonuses
Total current liabilities
Stockholder's equity
Common stock, $0.0001 par value, 300,000 shares
authorized, 200,000 issued and outstanding
Paid-in capital
Retained earnings
Total stockholder's equity

20
7,999,980
811,547
8,811,547
$

The Notes to Financial Statements are an integral part of these statements.
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9,220,459

20
7,999,980
903,039
8,903,039
$

54,434,643

Uttam Galva North America, Inc.
Statements of Income
Years Ended March 31, 2018 and 2017
2018
Revenue, net

$

Cost of goods sold

66,212,663

2017
$

101,884,454

62,071,681

95,582,592

Gross profit

4,140,982

6,301,862

Selling, general and administrative expenses

3,305,719

3,560,336

Income from operations

835,263

2,741,526

Other income (expense)
Interest expense

40,112
(851,743)

(63,545)
(1,272,098)

23,632

1,405,883

Income before provision for taxes
Income tax expense (benefit)
Current
Deferred
Total income tax expense

(3,274)
118,398
115,124

Net (loss) income

$

The Notes to Financial Statements are an integral part of these statements.
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(91,492)

811,890
(237,372)
574,518
$

831,365

Uttam Galva North America, Inc.
Statements of Changes in Stockholder’s Equity
Years Ended March 31, 2018 and 2017
Total
Common
Stock
Balance, March 31, 2016

Paid-In
Capital

$

Net income

20

7,999,980

-

Balance, March 31, 2017

7,999,980

$

$

20

Net loss
Balance, March 31, 2018

$

Retained
Earnings

20

$

7,999,980

The Notes to Financial Statements are an integral part of these statements.
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71,674

Stockholder's
Equity
$

831,365

831,365

903,039

8,903,039

(91,492)
$

8,071,674

811,547

(91,492)
$

8,811,547

Uttam Galva North America, Inc.
Statements of Cash Flows
Years Ended March 31, 2018 and 2017
2018
Cash flows from operating activities
Net (loss) income
Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Depreciation expense
Unrealized gain in marketable securities
Deferred tax expense (benefit)
Change in operating assets and liabilities:
Restricted cash
Marketable securities
Accounts receivable
Inventories
Prepaid expenses
Taxes Receivable
Accounts payable and accrued expenses
Related party payable
Accrued income taxes payable
Accrued bonuses
Net cash provided (used) by operating activities

$

Cash flows from investing activities
Purchase of property and equipment

(91,492)

2017
$

7,896
(25,780)
118,398

6,428
(26,945)
(237,372)

1,000,000
(132,559)
11,659,229
31,173,586
(86,085)
(194,264)
(4,304,262)
(4,118,936)
(631,621)
(185,640)
34,188,470

(1,000,000)
(133,409)
(1,734,129)
(25,764,915)
(14,514)
2,970,843
3,435,379
525,573
66,390
(21,075,306)

(5,103)

Cash flows from financing activities
Other receivables
Repayments of line of credit, net
Proceeds from product financing arrangement
Repayments of product financing arrangement
Net cash (used) provided by financing activities

831,365

-

2,540,218
9,254,256
(45,136,489)
(33,342,015)

(2,540,218)
(12,343,344)
84,698,185
(48,815,952)
20,998,671

Net change in cash

841,352

Cash
Beginning of year
End of year

$

3,661,797
4,503,149

$

813,200

$

194,835

$

851,743

$

1,272,098

Supplemental disclosure of cash flow information
Cash paid for income taxes
Cash paid for interest

The Notes to Financial Statements are an integral part of these statements.
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(76,635)

$

3,738,432
3,661,797

Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
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.
2. SIGNIFICANT ACCOUNTING POLICIES
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 $37,000 at March 31, 2018 and 2017.
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. Gains
of $8,039 and losses of ($372,907) in the value of derivative futures contracts were recorded in other income
(expenses) on the statements of income for the years ended March 31, 2018 and 2017, 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, 2018 and 2017, the Company offset cash collateral receivables
of $490,887 and $279,823 respectively, against its derivative positions (see Note 4).
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.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
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, 2018
and 2017.
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, accounts payable, line
of credit and product financing arrangement. The recorded values of cash, accounts receivable and accounts
payable approximate their fair values based on their short-term nature. The recorded values of line of credit
and product financing arrangements approximate their fair values, as interest approximates market rates. 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.
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.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
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
The Company recognizes revenue, net of sales discounts, at the time the price is fixed or determinable, title
passes to the customer, and collectability is reasonably assured. The Company recognizes revenue when
inventory is released to the customer as this is when title is transferred which closely resembles the free on
board shipping method. Inventory sold to a counterparty under the product financing arrangement (see Note
8) is not recognized in revenue until the inventory is repurchased by the Company and sold to the end
customer.
In May 2014, the FASB issued ASU No. 2014-09, "Revenue from Contracts with Customers" ("ASU No.
2014-09"). ASU No. 2014-09 and related amendments require changes in revenue recognition policies as
well as enhanced disclosures. ASU No. 2014-09 is intended to clarify the principles for recognizing revenue
by removing inconsistencies and weaknesses in existing revenue recognition rules; provide a more robust
framework for addressing revenue recognition issues; improve comparability of revenue recognition practices
across entities, industries, jurisdictions and capital markets; and provide more useful information to users of
financial statements through improved disclosures. The Company will be adopting the new standard effective
January 1, 2019 and is evaluating the timing, method of adoption and the expected impact that the standard
could have on the financial statements and related disclosures.
Other Receivables
Other receivables represent amounts due to the Company held in a bank account in the name of the
counterparty to the product financing arrangement for receivables collected on financed inventory. The
agreement with the counterparty was terminated in May 2017 and no funds remained pledged as of March
31, 2018.
Warranties
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 at March 31, 2018 and a provision for customer claims of approximately
$108,000 was accrued for and included in accounts payable and accrued expenses at March 31, 2017.
Shipping and Handling Costs
The Company classifies freight billed to customers as sales revenue, which is generally included in the list price
to the customer, and shipping and handling costs for inventory purchased are included in cost of goods sold.
Product Financing Arrangement
The Company entered into a product financing agreement in 2016 for the transfer and subsequent re-acquisition
of inventory at a fixed price to a third party finance company (this type of agreement is also known as reverserepurchase agreements). This inventory is restricted and is usually held at a third party storage facility or at the
various ports awaiting customs. During the term of the financing, the third party finance company holds the
inventory as collateral, and both parties intend to return the inventory to the Company at an agreed-upon price.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
The third party charges a monthly fee as described in Note 8; such monthly charges are classified in interest
expense. This type of transaction does not qualify as sales. Pursuant to the guidance in ASC 470-40 “Product
Financing Arrangements”, the Company accounts for such transactions as an increase to inventory and an
increase to product financing arrangements (a liability) on the balance sheet and transactions under this
arrangement do not meet the criteria for revenue recognition under ASC 605 “Revenue Recognition”. The
obligation is stated at the amount required to repurchase the outstanding inventory. See Note 8 for additional
information. The reverse-repurchase arrangement was terminated in May 2017. There are no outstanding
transactions or balances remaining with the third party finance company as of March 31, 2018.
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. 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, 2018 and 2017.
Effects of Recently Issued Accounting Pronouncements
For the fiscal year ending March 31, 2018, the Company adopted FASB Accounting Standards Update ASU
2015-11 - Inventory (Topic 330) Simplifying the Measurement of Inventory, which requires an entity to
measure inventory at the lower of cost and net realizable value. Net realizable value is the estimated selling
prices in the ordinary course of business, less reasonably predictable costs of completion, disposal or
transportation. There was no significant impact on the Company’s results of operations or financial condition
upon adoption of the new standard.
In February 2016, the Financial Accounting Standards Board (“FASB") issued Accounting Standards Update
2016-02 Leases (Topic 842) (“ASU 2016-02”) to provide guidance on recognizing lease assets and lease
liabilities on the balance sheet and disclosing key information about leasing arrangements. ASU 2016-02 is
effective for fiscal years beginning after December 15, 2019, and interim periods within fiscal years beginning
after December 15, 2020. Early application of the amendments in ASU 2016-02 is permitted for all entities.
The Company is currently evaluating the impact on the financial statements of the possible adoption of the
alternative guidance in ASU 2016-02 and has not determined the potential impact of adoption at this time.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
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 two largest customers accounted for approximately 20% and 29% of revenue for the years
ended March 31, 2018 and 2017. The five largest customer balances accounted for approximately 76% of net
accounts receivable as of March 31, 2018. The three largest customers accounted for approximately 54% of
net accounts receivable as of March 31, 2017. 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.
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 – 12 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 receivable against derivative positions as follows:
2018

2017

Cash
Cash – restricted/collateral
Futures contract assets
Futures contract liabilities

$

59,532
431,355
77,045
(102,825)

$

208,643
71,180
30,730
(3,785)

Marketable securities

$

465,107

$

306,768

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.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
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 exchangetraded and the
exchange’s clearinghouse, as the counterparty to all exchange traded futures, guarantees the futures against
default.
At March 31, 2018 the Company’s derivative activities relating to their futures contracts to protect against
commodity price risk are as follows:
Long Exposure

Futures contracts

Short Exposure
Number of
Contracts
7,160

Notional Amounts
$
4,436,786

Notional Amounts
$
4,036,413

Number of
Contracts
7,660

At March 31, 2017 the Company’s derivative activities relating to their futures contracts to protect against
commodity price risk are as follows:
Long Exposure

Futures contracts

Notional Amounts
$
564,327

Short Exposure
Number of
Contracts
101

Notional Amounts
$
660,989

Number of
Contracts
80

5. INVENTORIES
The composition of inventories as of March 31 is as follows:
2018
Inventory in warehouses, net
Inventory in transit

$ 2,865,382
$ 2,865,382

2017
$

937,099
33,101,869
$ 34,038,968

6. COMMITMENTS
The Company has a building lease which is scheduled to expire in 2020. Total lease expense approximated
$180,000 for the years ended March 31, 2018 and 2017, 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, 2018 and 2017
The following is a schedule by year of future minimum rental payments required under the building leases as of
March 31:
2019
2020

$
$

193,000
107,000
300,000

7. LINE OF CREDIT
During 2016, the Company obtained one new financing arrangement (see Note 8). This financing
arrangement was terminated in May 2017 with no outstanding balances remaining as of March 31, 2018.
During May 2017, the Company opened a line of credit (the “Line”) with a financial institution with a
$40,000,000 maximum borrowing limit and may request to increase the maximum to $50,000,000 at request
of the Company. The line has an interest rate of 1.25% plus prime for an all-in rate of 6.0% on drawn-down
balances as well as an interest rate of 0.375% on the unused portion of the line for the fiscal year ended
March 31, 2018. The Line is committed until May 24, 2019 and is secured by the assets of the Company.
There was no balance outstanding on the line at March 31, 2018. The agreement provides for certain
restrictive and financial covenants, which include debt leverage ratios, minimum required working capital,
minimum debt service coverage ratio, capital expenditures and tangible net worth requirements. The
Company amended the credit agreement in August 2018 (see Note 13) which adjusted financial covenants
retroactive to March 31, 2018. The Company also has access to a letter of credit facility not to exceed the
limits of the borrowing base and the maximum of the available less the letter of credit exposure. The
borrowing base is determined as a percentage of certain explicit Company assets as defined in the financing
agreement.
8. PRODUCT FINANCING ARRANGEMENT
During July 2016, the Company entered into a Sale and Repurchase Agreement with an unaffiliated third
party (the “Counterparty”). Under the terms of this agreement, the Company agreed to sell specified
quantities of inventory to the Counterparty and then subsequently repurchased the inventory for the sales
price paid by the Counterparty plus an annual rate of LIBOR plus 8%. Repurchase was to occur no later than
one hundred and twenty days following the original transfer of inventory to the Counterparty.
The Company also entered into a Receivable Sales Agreement with the same Counterparty under which the
Company repurchased inventory and sold to a third party. The Counterparty simultaneously purchased the
receivable subject to the terms and conditions of the agreement. Sales of these receivables were without
recourse. The Company had a repurchase obligation if there remained an outstanding balance on previously
sold receivables.
Based on the terms and conditions in this agreement, these transactions did not meet the criteria for sales
treatment under ASC 860 Transfers and Servicing and were therefore accounted as secured borrowings.
There were no formal maturity dates and therefore the transactions were not designated as repurchase to
maturity transactions.
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Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
The Company was subject to the following repurchase obligations:
2018

2017

Inventory subject to repurchase:

$

-

$

34,022,186

Outstanding balance on receivables previously transferred:

$

-

$

1,847,423

$

84,698,185
(48,815,952)
35,882,233

The following is a roll forward of the outstanding obligation
Beginning balance
Total proceeds
Total repayments
Ending balance

$

$

35,882,233
9,863,992
(45,746,225)
-

$

The arrangement with the Counterparty was successfully terminated during May 2017 and the Company has
no balances outstanding to the Counterparty as of March 31, 2018.
9. 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. The income tax provision differs from the expense that would
result from applying federal and state statutory rates to income before income taxes due to temporary differences
in allowances for bad debts, inventory valuation, depreciation deductions, and timing of deductions for accrued
and deferred expenses.
Deferred tax assets and deferred tax liabilities consist of the following amounts as of March 31:
2018
Deferred tax assets
Allowance and reserves
Net operating loss carryforwards
Accrued expenses

$

Deferred tax liabilities
Prepaid expenses
Accumulated depreciation
Net deferred tax asset

$

13

10,833
223,362
4,597
238,792
(57,657)
(3,514)
(61,171)
177,621

2017

$

$

15,133
355,875
371,008
(68,039)
(6,950)
(74,989)
296,019

Uttam Galva North America, Inc.
Notes to Financial Statements
March 31, 2018 and 2017
The components of the provision for income taxes consisted of the following at March 31:
2018
Current tax (benefit) expense
Federal
State

$

Deferred tax expense (benefit)
Federal
State
Total provision

$

(9,223)
5,949
(3,274)

111,635
6,763
118,398
115,124

2017

$

$

642,368
169,522
811,890

(195,790)
(41,582)
(237,372)
574,518

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 and state income taxes.
In December 2017, the Tax Cuts and Jobs Act (“Tax Act”) was enacted which reduced the normal federal
income tax rate from 34% to 21%. As a result, the Company recorded a deferred tax expense, primarily due to
a re-measurement of net deferred tax assets.
10. 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 is 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 $143,000 and $83,000 for the years
ended March 31, 2018 and 2017, respectively, and is included in the balance in accounts payable and accrued
expenses. 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 is 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, 2018 and 2017,
amounting to approximately $161,000 and $167,000, respectively, and is included in the balance in accounts
payable and accrued expenses.
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11. COMMITMENTS AND CONTINGENCIES
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 potential
holder of assets belonging to the Parent that could be subject to garnishment. It is the position of the Company
that it does not hold any assets of the parent. A similar suit was brought in April, 2017 in New York Federal Court
and was dismissed by that Court in August 2017. This matter is in its early stages and the Company believes that
the ultimate outcome of this matter will not have a material effect on the financial position, results of operations or
cash flows of the Company.
12. RELATED PARTY TRANSACTIONS
The Company has the ability to purchase inventory from its Parent company located in India. Total purchases
from the Parent for the years ended March 31, 2018 and 2017 were $912,962 and $100,943,232,
respectively. As of March 31, 2018 there was no outstanding payable to the Parent and as of March 31 2017,
there was $4,118,936 payable to the Parent which is included on the balance sheets as related party
payable.
13. SUBSEQUENT EVENTS
The Company has evaluated subsequent events through September 14, 2018, which is the date these
financial statements were available to be issued. Based upon this evaluation, the Company has determined
that no other subsequent events, other than the following, require recognition or disclosure within these
financial statements. In August 2018, the Company amended their credit agreement to reduce the maximum
borrowing limit and adjust their financial covenant ratios.
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