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Brit¡sh Steel Limited

Annual Report and Financial Statements

for the year from 1 January 202LT.o 3f December 2021

Strategic Report

lntroduct¡on

The d¡rectors have the pleasure of present¡ng the¡r Strategic Report together with the audited accounts of British Steel Limited

('BSL' or 'the Company') for the year ended 31 December 2021'

The Company has chosen to present the financial statements in accordance with FRS 101 Reduced D¡sclosure Framework, a

framework for entities which apply the presentation, recognit¡on, measurement and disclosure requ¡rements of ¡nternational

account¡ng standards in conformity with the requ¡rements of the Companies Act 2006.

Ownership

BSL ¡s a wholly owned subsidiary of Jingye Steel (UK) Hold¡ng Limited (1SUK'or'the Parent'), and ¡ts act¡vities are managed as an

¡ntegral partoftheparent'soperat¡ons. TheultimateparentcompanyisJingyeGroupCoLtd,anunlistedcompanyincorporated
in China.

Principal Act¡vities

The pr¡ncipal activities of the Company are the manufacture and sale of steel long products. The Company produces its product

via the process of basic oxygen steelmaking at its ¡ntegrated steelworks in the UK at Scunthorpe, before rolling at one of its four

rolling mills located in Scunthorpe, Teesside, Skinningrove, or at the group subsidiary ¡n the Netherlands, FN Steel.

The Company organises ¡ts commercial activities by major product group with offerings ¡n Sect¡ons, Rods, Rail and Special Profiles

as well as cast billets and slabs. The Company owns two d¡stribution centres for construct¡on steels located in both Teesside and

L¡sburn (Northern lretand), and a Special Profiles distribut¡on fac¡lity in Darl¡ngton.

Strategic Activit¡es

The Company cont¡nued its wide-ranging ¡nvestment programme to improve the performance of the business, help¡ng lt to
becomemoresustainableandenablìnginvestmentsnecessarytosecureitslon8-termfuture. Continuedimplementationofthe
investment plan will improve the integr¡ty of the asset base while controlling emissions'

Under the guidance of the J¡ngye Group, management have successfully nav¡gated the Company through challenging market

condit¡ons following the coronavirus outbreak and Brexit uncertainty and continue to steer the Company through a period of

volatile energy and commodity prices.

The Company continued to ensure robust measures were put in place to safeguard the health and wellbeing of employees from

the effects of the COVID-l9 pandemic, whilst ma¡ntaining safe operations in order to protect customers, suppliers and

commun¡ties. Employees in office-based and technical roles adapted to working from home, wh¡lst soc¡al d¡stancing and other

safety measures were put in place to ensure cr¡t¡cal manufactur¡ng operat¡ons could cont¡nue.

The Un¡ted Kingdom's withdrawalfrom the European Un¡on at llpm GMT on 3LJanuary 2O2O has cont¡nued to have only limited

impact on the strateg¡c activities ofthe business as the Company benefits from an allocation of quotas which serves to support

the current and future levels of export sales predicted ¡n ¡ts forward business plan.

Business Rev¡ew

Thefirstquartersawthecont¡nuationofstrongrawmaterialprlcerisesthatcommencedinthefinalquarterof2020. Ris¡ngsteel

prices combined with benefits from strategic contract insourcing moved the business back ¡nto profit ¡n February 
^OZL, 

bvt
caused a s¡gnlficant drawdown of working cap¡tal to support the higher valuation of rece¡vables and ¡nventories. The business

remained profitable throughout 2021 until October, when the sudden peak in energy prices had a significantly adverse impact

on product marg¡ns.

Losses in the final quarter, linked to high energy and COz prices, eroded the year-to-date prof¡t posit¡on w¡th lim¡ted market

acceptance of r¡s¡ng energy cost in steel prices. Losses in the final quarter were exacerbated by a mark-to-market adjustment on

the short UKA COz pos¡tion, wlth the sudden rise in carbon price attr¡buted to ¡ncreased natural gas costs.

BSL revenue was f1.5bn in the year (2020: f0.8bn) with a loss before tax of f49.5M (2O2Ù fI42.1M loss before tax and an

exceptional gain on bargain purchase aris¡ng on business combination of f409'9M).

The Company's result for the year âfter taxat¡on and exceptional items was a loss of f50.8M (2020: f295.0M prof¡t).
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strategic Report (CoNÍNUED)

Financing

ln 2021, BSL benefitted from access to an external asset-backed receivable lending facility of f50M supplied by Secure Trust Bank.

Jingye lnternat¡onal (HK) Holdings Company L¡mited prov¡ded a further f 220m committed lending facllity to the JSUK Group,

matur¡ngin2O25. Theassociatedloannotesarelistedonthelnternational StockExchange(TISE). TheCompanyalsohasasale

and repurchase commod¡ty finance arrangement wlth both Trafigura Pte Ltd and Power Rich Resources Limited, and support

fromtheshareholderintheformofshort-termlendingfacilitiesfromthewiderJingyeGroup. TheCompanyadoptsablendof

short-term and long-term fund¡ng to maintain an optimum cost of capltal. Structural or capital ¡nvestment is funded through

long-term financ¡ng arrangements, whereas bridg¡ng and trade finance is generally short-term to ma¡ntain flex¡bility and minimise

the cost of debt.

Cash Flow

Net cash outflow in the period was f 11M (2020: f22M\. This comprised an underly¡ng trading loss of f49.5M (2020: îL(z.tMl
combined with f78M (2020: f 143M) of shareholder funding in the year and movement on working capital'

The working cap¡tal turnover rat¡o (excluding the ¡mpact of arrangements with JSUK Group companies and related parties) for

2OZtis2.8 (2020 annualised: 3.5), with most of the working capital held in ¡nventories and receivables.

Cap¡tal Expenditure

Following delays in 2O2O as a result of COVID-1g, a number of significant strategic projects were approved, commenced and

progressed iî2O2L, including; a new billet caster, raw material unloading cranes, new steel plant charging crane, and new special

profiles service centre at the Skinningrove site. Thìs was combined with si8nificant investment to support coke making and steel

reliability.

Total capital expenditure in the year (not including cap¡tat¡sed leases) has been circa f81M (2020: f38M). Growth-capex is

forecest at €102M in 2O22.

Balance Sheet

BSL net assets as at 31 December 2021 were L244M (2020: f295M)'

Net debt (excluding intercompany/related party arrangements) was f53M (2020: f26M) and intercompany/related party loans

were f364M (2020:f143M). Cash and cash equivalents amounted to f11M (2020:; f22ul. Further deta¡ls on borrowings can be

found in note 18.

Raw Materials and Energy

Exposure to energy shortages and price increases are a present risk, due to disruption caused by the military conflict ¡n Eastern

Europe and sanctions on certain businesses and products. These risks are closely monitored, and the Company continues to

target measures to reduce ¡ts energy requirements.

Principal Risks and Uncertaint¡es

The other princ¡pal risks and uncertainties affecting the Company include health, safety, environmental and other compl¡ance

matters, employees, cl¡mate change, financing, cyber-attacks on information or operat¡onal technology, trading in the global

steel market (including the ¡mpact of Brexit), long-term competitiveness, performance and operations, exchange rates and access

to raw materials and energy. Further information and discussion on these principal risks and uncerta¡nt¡es are included in the

JSUK 2020 Annual Report and Financial Statements.

Key Performance lndicators

The business monitors a wide range of indicators to assess performance. These include injury performance, production and sales

volumes, margins by product group, ¡nventory, and a wide variety of production statistics including yield and plant availability'

The key performance indictors (KPls) monitored by the Board are as follows:

KPt 2O2L 2020

Loss before tax per tonne -f19 -f69

Recordable injur¡es per million hours worked 5.91 4.74

Lost Tlme lnjury Frequency Rate (LTIF) per million hours worked 1.53 2.IT

L¡quid steel production (annualisedl 2.6mt 2.6mt

CO2 Intens¡tv per tonne of liquid steel on 1, 2 and 3 emissions 2.086tCO¿/t 2.047tcj2lt
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Lossbeforetaxpertonneisakeyindicatorofinvestorreturn. Recordableinjuriesandlost¡njurytimearealsomonitoredclosely
as a key ind¡cator for employee wellbeing. Liquid steel production and COz intensity are also measured as key indicators of plant

productivity and environmental liabilities.

Êmployees

Health and safety

The safe operation of all our sites is a top prlor¡ty for Brit¡sh Steel. We cont¡nue to work closely w¡th the Competent Authorit¡es

to continually improve and mature our processes for both Occupational and Process Safety. To maintain safeguards and the

health and wellbeing of our people, we conducted (and continue to conduct) audits and checks to ensure our systems and

controls are followed. Br¡tish Steel reviewed its Management of Change (MOC) process and developed and deployed a refreshed

and improved system across all the Buslness. We cont¡nue to monitor, measure and control COVID-19 as appropr¡ate, and in line

with current UK Government Guidance.

We actively strive to continually improve our safety performance and we remain focused on five key subjects - Leadership and

Accountability; Risk Assessmenu lncident Process; Planned General lnspection; Management of Work. These key topics remain

at the heart of our Health and Safety Management system.

Employee numbers

As at 31 December 2021, staff numbers w erc 4,552 (2O2O: a,a}7'). The average for the year (as per note 6 'Employee costs') was

4,32L(2O2O:3,449). Wecontinuetorecruitinl¡newithOurstrategicplanwithafocusonBr¡tishsteel employmentratherthan
ut¡lising external contractors.

Employment polic¡es

Our people are our greatest asset, and our employment values and pol¡cies are built upon the way we approach our work - with

pride, passion and performance. A key component of our approach ls two-way conversation between the Company, and our

people and trade unions. Th¡s ensures our colleagues, and their health, safety and wellbeing, are the central considerations in

our decision-making processes.

We are an equal-opportun¡ties employer, committed to ensuring fairness and equality for all our people, regardless of their

backgroundorrolewithinourbusiness. Webelieveinthevaluethateveryoneofourteammembersbringsandlooktosupport
them in their personal development journeys, whatever direct¡on their career takes them.

The Company's pol¡cy ¡s to g¡ve full and fair considerat¡on to applications for employment made by disabled persons, having

regard to their aptitudes and abilities, and employs them where suitable work can be found. The requirements of job applicants

and existing members of staff who have a disability are reviewed to ensure that reasonable adjustments are made to enable

them to perform as well as possible during the recru¡tment process and while employed. All reasonable measures are taken to

ensure that disabled employees are given the opportun¡ty and facilities to participate fully in the workplace, in training and in

career development, and promotion opportunities. ln addition, every effort is made to find appropriate alternative jobs for those

who have become disabled while working for the business.

We continue to invest in our employees' careers by providing a range of training and development activities. We have also

adopted a flexible approach to working which, again, has the safety and wellbeing of our people at its heart. We have invested

¡n a proactive and strong framework that supports our people to help themselves and to help others from a mentãl wellness

perspect¡ve.

BSL cont¡nues to transform as a business under Jingye Group and our employment policies will continue to evolve to meet the

changing needs of the Company and our people.

Pension orrangements
pension arrangements for employees in the UK are provided by way of a defined contributlon scheme. The principal defined

contribut¡on pension scheme in the Company as at 31 December 2021 ¡s the Brit¡sh Steel L¡m¡ted Pension Plan. Further details

on these schemes are provided ¡n note 22.

Gender Pay

Government regulations require all large employers to publish information on their gender pay gap between the average earnings

ofmenandwomen. Thegenderpaygapisnotthesameasequalpay. Equalpayensuresthatmenandwomenrece¡vethesame
pay for carrying out the same or equivalent work. The gender pay gap is a simple average figure for all employees w¡thin the UK

workforce, regardless of what job they do. Historically, the manufacturing industry primarily attracted male applicants. Around

90% of our current employees are male, which increases to approximately 99% in our production environments. We are actively

encouraging the recruitment and development of more women ¡nto this industry and our business. The British Steel Sender pay

gap report is published online (see www.br¡tishsteel'co.uk).
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Modern Slavery Act

tn accordance with sect¡on 54 (Transparency in Supply Chains) of the Modern Slavery Act 2015, the Company is required to

publish a statement settlng out the steps it is taking to prevent modern slavery in business and supply chains. This statement is

published on our website (www.britishsteel.co.uk).

Research and Development

The Company's research programme has two main aspects. F¡rstly, through a dedlcated research hub at the Brit¡sh Steel R&D

Centre in Sheffield's Advanced Manufacturing Park, and secondly, ut¡lising distributed research across the business as a whole.

Both research avenues work in concert and research var¡ous projects for product and process development. Research and

development spend for 2021 was f358k (2020: f196k).

Financial Risk Management

BSL financ¡al risk management ¡s based upon sound economic objectives and good corporate practice. The Company's main

financial risks are related to the availability of funds to meet its business needs, movement in exchange rates, and commodity

costs. Derivat¡veandotherfinancial instrumentsareusedtomanageanyexposureswhere¡tisconsideredappropriate. Further

details of ¡ts financial risks and the way the Company mitigates them are conta¡ned ¡n the J¡ngye Steel (UK) Holding Ltd group

accou nts.

Future and Subsequent Events

The military conflict in Eastern Europe started on 24 February 2022. Short-term disruption followed as the Company procured

alternative suppliers for raw mater¡als and energy price volatility was met with a Government price cap. Steel margins also

underwent a per¡od of significant volatility but have also stabilised.

Section 172, Compan¡es Act 2006

Th¡s report sets out how the directors have had regard to the matter set out ¡n section 172(1)(a) to (f) when performing their

dutiesunderseclionLT2oftheCompaniesAct2006. Thisrequiresdirectorstoactinthewaytheyconsideringoodfaithwould
be most likely to promote the success of the Company for the benefit of ¡ts members as a whole and, in doing, so have regard

(amongst other matters) to:

. the likely consequences of any decision in the long-term,

I the ¡nterests of the Company's employees,

r the need to foster the Company's business relationships w¡th suppl¡ers, customers and others,

¡ the impact of the Company's operations on the commun¡ty and the environment,

r the desirability of the Company maintaining a reputat¡on for high standards of business conduct, and

. the need to act fairly as between members of the Company.

The BSL Board is responsible for control and oversight of the Company's affairs, for settìng strategic prior¡ties, supporting

stakeholder engagement, including communication with JSUK's ultimate parent company ¡n China, Jingye Steel. As is usual in

large companies, the Board delegates authorlty for day-to-day management of BSL to an executive committee led by the Chief

Executive officer, which sets, approves and manages the execution of business strategy.

The BSL Board promotes high standards of corporate governance throughout the organisation and holds board meetings as

required to consider matters relevant to the JSUK Group. Board meetings were held during the year ended 31 December 2021,

with addit¡onal executive committee meetings held regularly. Due to COVID-19, these meetings were held both electronically via

Microsoft Teams and physically in person, and decisions were also made by circulation where appropriate' New directors

¡nductedlntotheCompanyaremadeawareoftheird¡rectorshipduties,¡ncludingsectionlT2(1) oftheCompaniesAct2006. The

Board is conscious of the impact its business decisions have on stakeholders as well as the w¡der impact on society. The Board

recognises that, given the complexity of the company, not all decis¡ons taken will al¡8n w¡th all stakeholder ¡nterests. Accordingly,

the BSL Board has taken decisions in the year that it believes best support the Company's strategic objectives.

The likelv conseauences of anv decis¡on in the lona term

Each year, the BSL Board approves an annual plan for the Company and monitors its implementation throughout the year through

detailedreviewof operat¡onal andfinancial performance. TheBoardalsoobservesexternalfactors,¡ncludingthesteel industry

outlook and global and economic market conditions.
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As set out in the delegated authority framework, the Board reviews proposals for the allocation of capital expenditure to support

theannual planandfuturesustainabilityoftheCompany. TheBoardtakesintocons¡derationguidancereceivedfromitsparent
company, JSUK, and has sought to align capital allocation w¡thin the cash flows generated, while ensuring capital expenditure for

safety compliance and essential maintenance received the h¡ghest priority. The Board also reviews proposals for contracts

greater than five years and other material ¡tems. As set out in the Statement of Corporate Governance Arrangements on page 9

of this annual report, any Board proposal ¡s required to include detailed criteria to inform directors in their decision making.

The Board is mindful of the Company's decarbonisation objectives and considers it ¡n strategic decisions where relevant.

The ¡nterests of the Componv's emplovees

Disclosures in relation to BSL employees are set out ¡n this report and ¡n the statement of corporate Governance Arrangements

on pages 9-10 of this annual report.

The Board has regard to the interests of employees in ¡ts decision making and engages with employees and employee

representativesasappropr¡ate. TheBoardrecognisesthe¡mportanceof attract¡ng,reta¡ningandmotivatingemployeestodeliver

strateg¡c objectlves, and prioritises the health, safety and wellbeing of its workforce'

ln the current report¡ng per¡od, the COVID-19 pandemic resulted in continued remote-working for many employees. Engagement

with employees has increased to ensure that, even though employees may be ¡solated, they do not feel alone or excluded and

there has been enhanced communication throughout the organ¡sation including videos, emails and bringing teams together

onlìne.

The need to foster the Companv's bus¡ness relotionsh¡ps with suÐpliers, customers ond others

The Board has overs¡ght over all stakeholder relationships and has regard to these relat¡onships in its decision making.

Through the Chief Executive Officer, and the commercial and procurement functlons, the Company develops strong processes to

manage and enhance relationships w¡th suppliers, customers and others. This includes understanding their evolving needs and

new trends in order that BSL can adapt to meet those needs.

Further information can be found ¡n this Strategic Report and in the Statement of Corporate Governance Arrangements under

'stokehotder relat¡onships ond engogement' on page 10 of th¡s annual report.

The impoct of the Componv's o,erotions on the communitv and the environment

The Board is aware of the ¡mpact of steel manufactur¡ng on the environment and the communities in which the Company

operates and reviews env¡ronmental performance aga¡nst BSL goals. A key ambition ls that the Company should be carbon-

neutral by 2050. More details on the BSL decarbonisation objective can be found in the Strateg¡c Report of the JSUK Annual

Report and Financial Statements.

As a major employer, BSL acts as a cornerstone for local businesses. The Company also supports several commun¡ty init¡atives.

Further details can be found in the JSUK Strategic Report.

The desirab¡l¡tv of the Componv mokinq a reÞutot¡on for hioh standards of business conduct

The Board is committed to malnta¡ning BSL'S reputation and a high standard of business conduct in all its business dealings.

The Company expects honesty, ¡ntegrity and transparency in all aspects of its business dealings from employees, contractors and

other partners. The Board reviews and approves control measures and frameworks to uphold ethical principles and high

standards of corporate and personal conduct. BSL has in place a number of compliance pol¡c¡es including competition, anti-

bribery and corruption, gifts and hospitality, responsible procurement, anti-slavery and human traffick¡ng, and data privacy. The

Company also requires senior management and relevant employees to undertake mandatory compliance training and

assessments.

The need to act fø¡rlv between members of the ComPanv

The Board aims to act with fairness and Integrity in all of its dealings and considers all shareholders when making decisions for

the overall good ofthe Company.
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Approval of Streteg¡c Report

The Strateg¡c Report for the Company has been prepared in accordance with, and in reliance upon, appl¡cable English and Welsh

company law, in particular Chapter 4A of the Companies Act 2006, and the liab¡lities of the directors in connection with this

report shall be subject to the limitat¡ons and restrictions provided by the law'

Approved by the Board on 22 November 2023 and signed on its behalf by:

Gkt*h
X F ]lan
Director
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Directors' Report

The Board

The d¡rectors of the Company are listed on page 1.

X Cao, X F Han, D P Hargreaves, H Li and W Zhang held office as directors ofthe Company throughout the financial period and up

to the date of sign¡n8 these f¡nanc¡al statements.

A W M J Deelen and R Holcroft resigned as a dlrector ofthe Company on 31 March 2O2Iand 9 December 2022, respectively'

Directors lndemnity

The Company's articles of associat¡on provide, subject to the provisions of UK legislation, thãt the Company may indemnify any

director or former director of the Company in respect of any losses or liabilities he or she may occur in connection w¡th any

proven or alleged negligence, default, breach of duty or breach of trust in relation to the Company (including by funding any

expenditureincurredortobeincurredbyhimorher). lnaddition,directorsandofficersoftheCompanyanditssubsidiãr¡esare
covered by directors'and officers' liability insurance.

Dividends

The directors do not recommend that a dividend be paid, and no dividends were paìd or proposed during the year (2020: fnil).

Pol¡t¡cal Donations

The Company does not make any political or charitable donations and none were made during the year (2020: fnil)

Statement as to disclosure of information to the Company's auditors

Each d¡rector in offìce at the date ofthis Directors' Report confirms that:

a) so far as the directors are aware there is no relevant audit information of which the Company's aud¡tors are unaware;

and

b) the directors have taken all the relevant steps that he or she ought to have taken as a director in order to make himself

or herself aware of any relevant audit informat¡on and to establ¡sh that the Company's auditors are aware of that

information.

This confirmation is given and should be interpreted in accordance with the provis¡ons of section 418 of the Companies Act 2006.

Going Concern

The financial statements have been prepared on a going concern basis which the directors cons¡der appropriate for the following

reasons,

The Company has made a loss before tax in the year ended 31 December 2021 of f49.5M (2020: Loss of f142.1M excluding the

exceptional gain on bargain purchase). The Company has made significant losses for the year end 31 December 2022' fhe
Company is funded mainly through debt facilities provided by ent¡ties under the control of the ult¡mate parent company, Jingye

Group Co Ltd and had a total amount of outstanding of f364M (see note 18) at the year ended 31 December 2021 which has

increased signif¡cantly post year end.

The d¡rectors have considered a range of trad¡ng scenar¡os including further deteriorations in market condit¡ons and increeses in

energy prices combined w¡th reductions to production volumes. ln the event of continued losses, the Company would require

further funding support from the wider Jingye Group. The directors have received a confirmation from Jingye Group Co Ltd

confirmingtheirabilitytoprovide,andthat theyw¡ll providefinancialsupport,shoulditberequired,foratleasttwelvemonths
from the date these financial statements were signed, as is necessary to enable British Steel Limited to meet its financial liabilities

as they fall due and cont¡nue to trade, and that this support will be available regardless of the outcome of any current on-going

negotiations in regards to government support. They have also confirmed that they will not seek repayment of the amounts

owed by the Company to the Jingye Group until such time as the Company ¡s able to repay these amounts without compromising

its ab¡l¡ty to continue to trade and to meet its liabilities as they fall due.

The directors consider that lingye Group Co Ltd are able to provide this support based on their understanding of the Company's

financial pos¡tion and performance.
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Go¡ng Concern (continued )

Consequently, the directors are confident that the Company will have sufficient funds to cont¡nue to meet ¡ts liabilities as they

fall due for at least twelve months from the date of approval of the flnancial statements and therefore have prepared the financial

statements on a going concern bas¡s. However, as at the date of approval of these financial statements there are no legally

binding agreements in place in relat¡on to the remittance of further funds and therefore no guarantee that the funds will be

available ¡n the timescale required. Th¡s indicates the existence of a material uncertainty which may cast doubt about the

Company's ability to cont¡nue as a going concern and therefore ¡t may be unable to real¡se ¡ts assets and discharge ¡ts liabilities

¡nthenormalcourseofbusiness. ThefinancialstatementsdonotincludetheadjustmentsthatwouldresultiftheCompanywas
unable to cont¡nue as a going concern.

statement of corporate Governance ArranSements

As a member of the Jingye Group, the Company runs its bus¡ness ¡n a manner consistent with a set of core values covering how

we deliver value to our shareholder and the wider community and how we interact with our stakeholdert including our

shareholder,employees,customersandsuppliers. Wehavenotappliedaspecificcorporategovernancecodedurìngthisfinancial
period. The Board ¡s currently reviewing its corporate governance arrangements before deciding, ¡n conjunction w¡th ¡ts

shareholder, whether it would be beneficial to formally adopt a specific corporate Eovernance code such as the Wates Principles.

Our corporate governance arrangements are as follows:

Purpose and leadership

The British Steel Board is responsible for oversight functions and, in consultation with the shareholder, sets the overall strategy

of the Company and mon¡tors performance. The Board delegates authority for day-to-day management of the British Steel

Group's affairs to the Brit¡sh Steel Executive Comm¡ttee.

The Board, in collaboration with the employees ofthe business, are engaged in a consultat¡on process to establish the Company's

vision and mission statement. Our values will guide and inform everything we do and reflect our principles as a business.

Board members hold regular meetings with senior management to monitor Company performance and the effect¡veness of the

Company's overall strateBy.

Boord composition

The Board compr¡ses five directors with an appropriate balance of skills, exper¡ence and knowledge for the sector in which the

Companyoperates. Eachdirectorhasclearresponsibilityforseparatepartsofthebusiness. ThesizeandstructureoftheBoard
is appropriate for the Company.

The Board are supported by an Executive Committee, which through the financial period comprised the Ch¡ef Executive Off¡cer,

Chief Financial Officer, Chief Commercial and Procurement Director, Chief Operations Officer, HR Director, Legal and Compliance

Director, Chief Marketing Officer, Finance Director, SHEQ Director and lT Director.

The directors hold regular operational meetlngs with their respective leadership teams and attend the Execut¡ve Committee

meetlngs on a weekly basis to monitor business performance and agree required actions.

D¡ rectors' res pon si b i I ¡ti es

The Board seeks to ensure that the necessary financial, operational and human resources are in place for the Company to meet

¡ts objectives, rev¡ew management performance and ensure obligations to shareholders and other stakeholders are understood

and met. All d¡rectors have a clear understanding of the¡r roles and have access to the Legal D¡rector for advice on the¡r

respons¡b¡lities and regulatory matters. Dur¡ng the financial year, all directors have received up-to-date training from the Legal

Director on the¡r directors' duties and responsib¡lities.

The Board and Executive Committee receive regular and timely information on all key aspects of the business, including health

and safety statist¡cs, operational and financial performance, strategic matters, compliance and risk matters, stakeholder

engagement, commercial and technical updates and market cond¡tions. Authority to Commit (ATC) papers setting out proposals

for approval are required to ¡nclude background, rationale and business case, opt¡ons, financial analysis, risk assessment and

timelines to help inform directors with their decision mak¡ng'

Health, Safety and Env¡ronment (HSE) matters are reviewed by a HSE Comm¡ttee, chaired by the HSE Director and attended by

the Chief Operating Officer (who is also a director). The Ch¡ef Operatlng Officer reports to the Board and Executive Committee

on health and safety performance at each of its scheduled meet¡ngs and on the act¡ons being taken to ¡mprove performance.

The Company ¡s currently undertaking a review of its delegated authority framework following changes in senior management

roles. Once this review is complete, the delegated authority framework should ensure that decision-making is taken at

appropriate levels of the organlsation, including Board-reserved matters.
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British Steel L¡mited

Annuäl Report and Financial Statements

for the year from I January 2O2!ïo 3L December 2021

Directors' Report (coNnNUED)

Opportun¡ty ond r¡sk

The Board is responsible for generating long-term sustainable success for the Company by sett¡ng ¡ts strategic directlon in

consultationwiththeshareholder. FollowingtheacquisitionoftheBritishSteelbusinessbytheJingyeGroup¡nMarch2020,the
Company commenced a transformatlon programme focusing on long-term financial stability and sustainable value Srowth. The

directors and Executive Committee monitor the progress and implementation of the transformation programme.

ln connection with this transformation programme, the directors have consulted w¡th the Company's shareholder to formulate

a detailed lo-year business plan. This long-term business plan focusses on four key areas (production growth; asset ¡nvestment

and environmental commitments; cost reduction; decarbonisation strategy) to promote the long-term success ofthe Company.

The pr¡ncipal risks and uncertaint¡es affecting the Company and mitigating actions taken in respect of them will be set out in the

StrategicReportoftheJ¡ngyesteel (UK) HoldingLtd202lAnnual ReportandConsolidatedFinancial Statements. TheCompany

operates risk management processes across its departments, w¡th each business un¡t ma¡ntaining and updat¡ng a detailed risk

register for its area, to ass¡st the directors' understanding of the key risks for the Company and help ensure that systems and

controls are operat¡ng effectively. The Company is currently revlewing its risk management processes with a plan to adopt an

enterprise risk management (ERM) framework.

Remunerot¡on

The Company seeks to provide competitive remuneration packages that will attract and retain execut¡ves of the calibre required

to take forward the Company's strategy. Remunerat¡on comprises a base salary, competitive benefits package and bonus

structure based on individual performance targets and overall Company performance. External benchmarking of remuneration

is undertaken period¡cally to ensure alignment with good practice and the market.

Sta keh old er re I ation sh i ps an d en g o g em ent

The Board recognises the ¡mportance of effective communicat¡on with its stakeholders in order to deliver its purpose, values,

vision, m¡ss¡on and strategy and ensure protection of relationships, reputat¡on and brand. Stakeholders ¡nclude ¡ts shareholder,

customers, suppliers, employees and employee-representat¡ves, pensioners, banks, Government bodies, and the local

commun¡ties in which the Company operates.

lnformot¡on disclosed in the parent compony Strategic Report

ln accordance w¡th section 414C ofthe Companies Act 2006, the d¡rectors have chosen to disclose the following information in

the JSUK Group Strategic Report:

r Pr¡ncipal risks and uncerta¡nties

. Business review

r Factors likely to affect the JSUK Group's future development, performance and position

. polic¡es on employment of disabled persons, employee ¡nvolvement, commun¡cation, consultat¡on, recruitment and

tra¡ni ng

. Details on how the JSUK Group engages with its employees

. Streamllned energy & carbon reporting em¡ssions ¡nformation

. Research & development act¡v¡ties

r An indication of exposure to pr¡ce, credit, liquidity and câsh flow risk

Approved by the Board on 22 November 2023 and signed on its behalf by:

Gk"f#'
XFHan
Director
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Brit¡sh Steel Limited

Annual Report and Financial Statements

for the year from 1 January 2021 to 31 December 2021

Directors' Responsibilities Statement

The d¡rectors are responsible for preparing the Annual Report and the financial statements in accordance with applicable law and

regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have

prepared the financ¡al statements in accordance with Un¡ted Klngdom Generally Accepted Accounting Practice (Un¡ted Kingdom

Account¡ng Standards, comprising FRS 101 'Reduced Disclosure Framework', and applicable law).

Under company law, directors must not approve the financial statements unless they are satisfied that they g¡ve a true and fair

viewofthestateofaffairsoftheCompanyandoftheprofitorlossoftheCompanyforthatperiod. lnpreparingthefinancial

statements, the directors are required to:

. select suitable accounting policies and then apply them cons¡stently;

o state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed, subject to any

mater¡al departures disclosed and explained in the financial statements;

¡ make judgments and accounting est¡mates that are reasonable and prudent; and

. prepare the financial statements on the going concern basis unless it is inappropr¡ate to presume that the Company will

continue in business.

The directors are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the

prevention and detect¡on offraud and other irregular¡ties.

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 financ¡al position of the Company and enable them to ensure

that the financial statements comply with the Companies Act 2006.

The d¡rectors are responsible for the maintenance and integr¡ty of the Company's financial statements published on the ultimate

parent company's website. Legislation in the United Kingdom governing the preparat¡on and dissemination of financial

statements may differ from legislation in other jurisdictions'

Directors' confi rm otions

ln the case of each director in office at the date the Directors' Report is approved:

. so far as the director is aware, there ¡s no relevant audit ¡nformation of which the Company's auditors are unaware; and

. they have taken all the steps that they ought to have taken as a d¡rector in order to make themselves aware of any relevant

audit information and to establish that the Company's auditors are aware of that information.

Approved by the Board on 22 November 2023 and signed on its behalf by:

Gfo-*#,
XFHan
Director
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lndependent Auditor's Report to the Members of British Steel Limited

Qualified opinion

We have audited the financial statements of Brit¡sh Steel L¡mited for the year ended 31 December 2021 which comprise the

Statement of Comprehensive lncome, Statement of Financial Pos¡t¡on, Statement of Changes in Equity, and notes to the financial

statements, including a summary of significant accounting policies. The financial reporting framework that has been applied in

their preparat¡on is applicable law and United Kingdom Accounting Standards, including FRS 101 "Reduced Disclosure

Framework" (Un¡ted Kingdom Generally Accepted Accounting Pract¡ce).

ln our op¡n¡on, except for the effects of the matter described In the Bas¡s for qualified opinion section of our report, the financial

statements:

r give a true and fair view of the state of the Company's affairs as at 31 December 2021 and of ¡ts loss for the year then

ended;
¡ have been properly prepared in accordance with Un¡ted Kingdom Generally Accepted Accounting Practice; end

¡ have been prepared in accordance with the requirements ofthe Companies Act 2006.

Basis for qualified opinion on financial statements

We were not able to observe the counting of physical ¡nventories of f45.8million of the closing inventor¡es balance of

f533.6million included within the Statement of Financ¡al Position at 31 December 2021 as we were not appolnted as auditor until

3 August 2022. Because of the length of time from between our appointment and the stock count undertaken at 31 December

2O2I we were unable to sat¡sfy ourselves ¡n respect of the inventory quantity of f45.8million referred to above by adopting

alternat¡ve means, Consequently we were unable to determine whether any adjustment to th¡s amount was necessary. ln

addition, were any adjustment to stock to be required, the Strategic Report would also need to be amended'

We conducted our audit in accordance with lnternat¡onal Standards on Auditing (UK) (lSAs(UK)) and applicable law' Our

responsibilities under those standards are further described in the Auditor's Responsibilities for the audit of the financial

statements sect¡on of our report. We are independent of the Company in accordance with the ethical requirements that are

relevant to our aud¡t of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other

ethical responslbilities in accordance with these requ¡rements. We believe that the audit evidence we have obtained is sufficient

and appropriate to prov¡de a bas¡s for our qualified opinion.

Material uncertã¡nty related to going concern

We draw attent¡on to Note 1 in the accounting policies, concern¡ng the Company's ability to cont¡nue as a 8o¡ng concern. The

matters expla¡ned in Note 1 indicate that the Company needs further funding from ¡ts ultlmate parent company as at the date of

approval of these financ¡al statements. There are no legally binding agreements ¡n place in relation to the rem¡ttance of further

funds and therefore no guarantee that the funds will be available in the timescale required. These events or conditions along

with the matters set forth ¡n Note 1 ind¡cate the existence of a material uncertainty that may cast s¡gn¡f¡cant doubt over the

Company's ab¡lity to continue as a go¡ng concern. Our op¡n¡on is not modified ¡n respect of this matter.

ln aud¡ting the f¡nancial statements, we have concluded that the directors' use of the go¡ng concern basis of accounting in the

preparat¡on of the flnanclal statements ¡s appropriate.

Our responsibilities and the responsibilities of the directors w¡th respect to golng concern are described in the relevant sections

of this report.

Other ¡nformation

The other Information comprises the information included in the annual report, other than the financial statements and our

auditor's 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 conclusion thereon.

Our respons¡bility is to read the other information and, in doing so, cons¡der whether the other information is materially

incons¡stent with the financial statements or our knowledge obtained in the course of the aud¡t or otherwise appears to be

materially misstated. lf we ¡dent¡fy such material ¡nconsistencies or apparent material m¡sstatements, we are requ¡red to

determine whether there ¡s a material m¡sstatement in the financial statements themselves. lf, based on the work we have

performed, we conclude that there is a mater¡al misstatement of this other information, we are required to report thet fect'

As described in the bas¡s for qualified op¡nion section of our report, our aud¡t opin¡on ¡s qualified because we were unable to

attend the annual stock count for inventory of f45.8m. We have concluded that where the other information refers to inventories

orto related balances such as cost of sales, it may also be materially misstated forthe same reason.
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Independent Auditor's Report to the Members of British Steel Limited (corurlnueo)

Opinions on other matters prescribed by the Companies Act 2006

Except for the possible effects of the matter referred to in the basis for qualified opin¡on sect¡on of our report, in our opinion,

based on the work undertaken in the course of the audit:

r the information given In the Strategic Report and the Directors' Report for the financial year for which the financial

statements are prepared ¡s consistent with the financial statements; and

¡ the Strategic Report and the Directors'Report have been prepared in accordance with applicable legal requirements.

Matters on wh¡ch we are required to report by exception

Except for the matter referred to ¡n the basis for qualified opinlon sect¡on of our report, ¡n the light of the knowledge and

understanding of the Company and its environment obtained in the course of the audit, we have not identified mater¡al

misstatements in the Strâtegic Report or the Directors' Report.

ln respect solely of the lim¡tation on our work relating to inventories, described above:

. we have not obta¡ned all the information and explanations that we considered necessary for the purpose of our audiU

and

. we were unable to determine whether adequate accounting records had been kept.

We have nothing to report In respect of the followlng matters where the Companies Act 2006 requires us to report to you il in

our opinion:

. returns adequate for our audit have not been received from branches not v¡sited by us; or

. the financial statements are not In agreement w¡th the accounting records and returns; or

. certain disclosures of directors' remuneration specified by law are not made.

Responsibilities of directors

As explained more fully ¡n the Directors' Responsib¡lit¡es Statement set out on page 11, the dlrectors are responsible for the

preparat¡on ofthe financial statements and for being satisfied that they give a true and fairview, and for such internal control as

the d¡rectors determ¡ne is necessary to enable the preparation of financial statements that are free from material m¡sstatement,

whether due to fraud or error.

ln preparing the financial statements, the directors are responsible for assessing the Company's ability to cont¡nue as a goinB

concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the

directors either intend to liquidate the Company or to cease operations, or have no real¡st¡c alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obta¡n reasonable assurance about whether the financial statements as a whole are free from mater¡al

misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is

a high level of assurance, but is not a guarantee that an audit conducted in accordance w¡th lSAs (UK) will always detect a material

m¡sstatement when it exists. M¡sstatements can arise from fraud or error and are considered material if, individually or in

aggregate, they could reasonably be expected to ¡nfluence the econom¡c decisions of users taken on the basis of these financial

statements.

As part of an audit in accordance with lSAs (UK) we exercise professional judgement and maintain professional scept¡cism

throughout the aud¡t. We also:

¡ ldentify and assess the risks of material misstatement ofthe financial statements, whether due to fraud or error, design

and perform audit procedures responsive to those risks, and obtain audit ev¡dence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detect¡ng a material misstatement resulting from fraud is higher than

for one resulting from error, as fraud may involve collusion, forgery, ¡ntentional omissions, misrepresentations, or the

override of internal control.
¡ Obtain an understanding of internal control relevant to the aud¡t in order to design audit procedures that are

appropriate ¡n the circumstances, but not for the purposes of expressing an opinion on the effectiveness of the

Company's ¡nternal control.
. Evaluate the appropriateness of account¡ng policies used and the reasonableness of accounting estimates and related

disclosures made by the directors.
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lndependent Auditor's Report to the Members of British Steel Limited ¡corurtruueo¡

Auditor's responsibilities for the audit of the f¡nancial statements (continued)

¡ Conclude on the appropriateness of the directors' use of the going concern bas¡s of accounting and, based on the aud¡t

evidence obtained, whether a material uncertalnty exists related to events or condit¡ons that may cast s¡gnificant doubt

on the Company's ability to continue as a going concern. lf we conclude that a mater¡al uncertainty exists, we are

required lo draw attention in our auditor's report to the related disclosures ¡n the financ¡al statements or, if such

disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obta¡ned up to the

date of our auditor's report. However, future events or cond¡tions may cause the Company to cease to continue as a

going concern.
. Evaluate the overall presentat¡on, structure and content of the financ¡al statements, including the disclosures, and

whether the financial statements represent the underlying transactions and events in a manner that achieves fair

presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and t¡ming of the

audit and significant audit findings, including any s¡gn¡ficant deficiencies in internal control that we identify during our audit.

Explanat¡on as to what extent the aud¡t was considered capable of detecting irregularities, including fraud

lrregularlties, including fraud, are ¡nstances of non-compliance with laws and regulations. We design procedures in line with our

responsibilit¡es, outlined above, to detect material misstatements ¡n respect of irregularities, includ¡ng fraud. The extent to wh¡ch

our procedures are capable of detecting irregular¡t¡es, including fraud is detailed below.

The objectives of our audit ¡n respect of fraud, are; to ¡dentify and assess the risks of material m¡sstatement of the financial

statements due to fraud; to obtain sufficient appropriate audit evidence regarding the assessed risks of material misstatement

due to fraud, through designing and implementing appropriate responses to those assessed risks; and to respond appropr¡ately

to instances of fraud or suspected fraud identified during the audit. However, the prlmary responsibility for the preventlon and

detection of fraud rests w¡th both management and those charged with governance of the Company.

Based on our understanding of the Company and industry we identified the princ¡pal risks of non-compliance with laws and

regulations related to health and safety, employment legislation and cl¡mate related regulations such as Environmental
protection Act 1990 and Pollut¡on Prevent¡on and Control Act 1990 and we considered the extent to which non-compliance may

have a significant impact on the financial statements. We also considered those laws and regulations that have a direct impact

onthefinancialstatementssuchastaxlegislatlonandtheCompaniesAct2006. Weconsideredtheopportun¡t¡esforfraudulent
manipulation of the financial statements (including the risk of override of controls) and determined the principal were related to
posting of inappropriate journal entries and potential management bias in accounting est¡mates in order to manipulate financial

performance.

Our approach was as follows:

r We obtained an understanding of how the Company complies with these requirements by d¡scussions with

management and internal legal representatives;
r We held discussions w¡th management and internal legal representatives, including cons¡derat¡on of known or

suspected non-compliance w¡th laws and regulat¡ons and fraud, agreed to support¡ng correspondence from regulators

and conf¡rming such matters with external legalcounsel where applicable;

¡ We reviewed board minutes and reports that ¡nd¡cate the Board's compliance and mon¡toring of legal and internal

control matters;
¡ We assessed the risk of material misstatement of the financ¡al statements, including the risk of material m¡sstatement

due to fraud and how it might occur, by holding discuss¡ons with management and those charged with governance;

¡ We challenged assumptions and judgements made by management in relation to the estimates made ¡n respect of

inventory valuation and impairment; and
¡ We identified and tested journals entries ¡n particular any journals with unusual account combination and unusual

u5ers.

There are inherent lim¡tations in the aud¡t procedures descr¡bed above. We are less likely to become aware of instances of non-

compliance with laws and regulations that are not closely reflected in the f¡nanc¡al statements. Also, the risk of not detecting a

material misstãtement due to fraud is higher than the risk of not detect¡ng one resulting from error, as fraud may involve

deliberate concealment by example, forgery or intentional m¡srepresentations or through collusion.
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lndependent Auditor's Report to the Members of British Steel Limited (conrr,¡ueo)

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 aud¡t work has been undertaken for no purpose other than to draw to the attent¡on of the Company's members those

matters which we are required to include in an auditor's report addressed to them. To the fullest extent permitted by law, we do

not accept or assume responsib¡lity to any party other than the Company and Company's members as a body, for our work, for

this report, or for the opinions we have formed.

ifocre K1il Ç,¿tt" reP
22 November 2023

Colin Turnbull (sen¡or Statutory Auditor)
for and on behalf of Moore Kingston Smith LLP, Statutory Aud¡tor

9 Appold Street,
London, EC2A 2AP
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Br¡tish Steel L¡m¡ted

Annual Report and Financial Statements

for the yea r from 1 Ja nua ry 2OZI to 3! December 2021

Statement of Comprehens¡ve Income
for the year from 1 January 2021 to 31 December 2O2L

Note

2021

€'000

2020

f'000

Revenue

Other operatinB income

Operating costs

2 t,46?,60t
3 t4,522
4 (t,so7,0t6l

843,864

L,662

(s7s,4441

Operating (loss)/profit (28,893) 270,O82

EBITDA before gain on bargain purchase (L23,74r],

409,9454,8
(3,6s3)

Gain on hase arising on business comb¡nation

286,204EBITDA (3,6s3)

4De

Operating 5

Finance ¡ncome

F¡nance costs

9

70

L

12O,624l. (2,23s1

(Loss)/profit before taxat¡on

Tax (charge)/credit 77

l49,st7l
(t,278Ì,

267,848

27,L37

(lossl/profit for the financial year/period

Other comprehensive income:

8 (s0,79s1 294,985

Items thãt ore or mav be recløssified subsequently to proÍit or loss

Total comprehensive (loss)/income for the year/period (s0,79s) 294,985

Profit and total comprehensive income attributable to:

Equity holders of the Company (s0,79s1 294,98s

Total comprehensive (loss)/income for the year/period (s0,79s) 294,985

All references to 2021 in these financial statements, the accounting policies, and the related notes 2 to 27 refer to the accounting

period from 1 January 2O2L lo 3L December 202I, ot as at 31 Decembet ZOZL, as appropriate'

All references to inaugural period 2020 in these financial statements, the accounting policies, and the related notes 2 to 27 refer

to the accounting period from 7 November 2019 (trading commenced 9 March 2020) to 31 December 2020, or as at 31 December

2O2O, as appropriate.

All results derive from continuing operat¡ons.

The notes on pages 19 to 37 form an integral part ofthe financial statements.
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Statement of Financial Position
as at 31 December 2021

British Steel Limited

Annual Report and Financial Statements

for the year from 1 January 2O2f T.o 3! December 2021

Note

202L

€'000

2020

€'000

Assets

Non-current assets

lntang¡ble assets

Property, plant and equiPment

Right-of-use assets

Trade and other receivables

72

73

74

76

L,704

240,285

48,080

3,410

L,704

L79,657

48,699

3,352

293,479 233,4r2

Current assets

I nventories

Trade and other receivables

Cash and cash equivalents

75

76

533,579

262,804

10,855

287,557

200,848

2L,857

807,238 504,262

Iiab¡l¡ties

Current liab¡l¡ties

Trade and other payables

Borrowings

Lease liabilities

Current tax liabilities

Provisions for l¡abilities and charges

77

78

79

1284,76s1
(1s8,467)

(s,726Ì.

(23,s06)

(r42,4361

(6s)

(7,660l.

(40,1s0)

(2oo)27

(472,4641 (190,s11)

Net current assets 3?4,774 3r3,75L

Non-current liabilities

Borrowings

Lease l¡abilit¡es

Deferred tax l¡abilities

Provisions for liabilities and charges

18

79

20

27

l22t,t39l
(42,380)

(36,878)

(83,666)

(r42,94s],

(39,706)

(28,9s6)

(40,57rì-

(384,063) Qsz,r78l

Net assets 244,t90 294.985

Equity

Called up share capital

Reta¡ned earnings

24

25 244,L90 294,985

Equ¡ty attributable to owners of the Company 244,t90 294,985

Total equ¡ty 244,L90 294,985

The notes on pages 19 to 37 form part of these financ¡al statements'

The financial statements were approved and authorised for issue by the Board of Directors on 22 November 2023 and signed on

its behalf by:

Gk-*#,
XFHan
D¡rector

British Steel Limited

Company registration no. 12303256
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Statement of Changes in Equity
for the year from 1 January 2O2l to 31 December 2021

British Steel Lim¡ted

Annual Report and Financial Statements

for the year from 1 January 2021 to 31 December 2021

Called up share
capital
€'000

Retained earnings
€'000

Total equity
€'000

At 7 November 2019

Prof¡t for the period

Other compÍehensive income

294,98s 294,985

Total comprehensive income 294,985 294,985

At 1 January 2021 294,985 294,985

Loss for the year

Other comprehensive income

(50,7es) (50,79s)

Total comprehensive loss (50.79s) (50,79s)

At 31 December 2021 244,190 244,t90

Total equity is wholly attr¡butable to the owners of the Company

The notes on pages 19 to 37 form an integral part of the financial statements.
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British Steel Limited

Annual Report and Financ¡al Statements

for the year from 1 January 2O2L fo 3L December 2021

Notes to the Financial Statements
for the year from t lanuary 2O2L to 31 Decembe¡ 2O21.

1 Account¡ng policies

Basis of preparation

British Steel Limited (the Company") is a private company, limited by shares, incorporated and domiciled in the United Kingdom.

The registered number is 12303256 and the registered address is Administration Building, Brigg Road, Scunthorpe, DN16 1XA,

Un¡ted Kingdom.

The functional and presentational currency of the Company is pounds sterling ("sterl¡ng"), since th¡s is the currency in which most

of the Company's transactions are denominated.

These financial statements have been prepared in accordance with the Companies Act 2006 as applicable to companies using

Financial Reporting Standard L0!' Reduced Disclosure Framework'.

The following relevant exempt¡onsfrom the requirements ofthe IFRS have been applied in the preparation ofthese financial

statements, in accordance with FRS 101:

i. IFRS 7 Financ¡al lnstruments: Disclosures;

ii. paragraphs 91 to 99 of IFRS 13 Fa¡r Value Measurement, In relation to the d¡sclosure of valuat¡on techn¡ques and ¡nputs

used for fair value measurements of assets and liabilities;

lii. paragraph 38 of IAS 1 Presentation of Financial Statements' comparative information requirements in respect of certain

assets (including ¡ntangible assets and property, plant and equipment);

iv. IAS 7 Statement of Cash Flows;

v. IAS 24 Related Party Disclosures' requirements to disclose related party transact¡ons w¡th Jingye UK Sroup compan¡es

and key management Personnel.

The Company's financial statements will be included ¡n the nearfuture ¡n the consolidated financial statements ofJingye Steel

(UK) Holding Ltd, which are filed with Companies House.

The financial statements have been prepared under the historical cost convention as modified by the revaluation of derivative

financial instruments measured at fair value through profit and loss in accordance with the Companies Act 2006.

The financial statements have been prepared on a go¡ng concern basis which the directors consider appropriate for the following

rea50ns.

The Company has made a loss before tax ¡n the year ended 31 December 2021 of f49.5M (2020: Loss oÍ Î.L42.LM excluding the

exceptional gain on bargain purchase). The Company has made significant losses for the year end 31 December 2022. The

Company is funded maìnly through debt facilitìes provided by ent¡t¡es under the control of the ult¡mate parent company, Jingye

Group Co Ltd and had a total amount of outstanding of f364M (see note 18) at the year ended 31 December 2021 which has

increased significantly post year end.

The d¡rectors have considered a range oftrading scenarios including further deteriorations in market conditions and increases in

energy pr¡ces combined with reductions to production volumes. ln the event of continued losses, the Company would require

further fund¡ng support from the wider Jingye Group. The directors have received a confirmat¡on from Jingye Group Co Ltd

confirm¡ngthelrabilitytoprovide,andthat theywill providefinancial support,shouldìtberequired,foratleasttwelvemonths
from the date these financial statements were signed, as is necessary to enable Brit¡sh Steel Limited to meet its financial liabilities

as they fall due and continue to trade, and that this support will be available regardless of the outcome of any current on-going

negot¡ations in regards to government support. They have also confirmed that they will not seek repayment of the amounts

owed by the Company to the Jingye Group unt¡l such time as the Company is able to repay these amounts without compromising

Its ab¡lity to cont¡nue to trade and to meet its llab¡lities as they fall due.

The directors consider that Jingye Group Co Ltd are able to provide this support based on their understanding of the Company's

financial pos¡tion and performance,

Consequently, the d¡rectors are confident that the Company will have sufficient funds to continue to meet its liabilit¡es as they

fall due for at least twelve months from the date of approval ofthe financial statements and therefore have prepared the financ¡al

statements on a go¡ng concern bas¡s. However, as at the date of approval of these financial statements there are no legally

binding agreements in place in relation to the remittance of further funds and therefore no guarantee that the funds will be

available in the timescale required. This ind¡cates the existence of a material uncerta¡nty which may cast doubt ebout the

Company's ab¡l¡ty to continue as a going concern and therefore it may be unable to realise its assets and discharge ¡ts l¡abil¡ties

¡n the normal course of business. The financial statements do not include the adjustments that would result if the Company was

unable to cont¡nue as a going concern.
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New standards and ¡nterpretations applied

The following new international account¡ng standards ('lAS') and new IFRSs have been adopted in the current year

Dote*

|FRS 9, tAS 39, IFRS 7, IFRS 4 & IFRS 16

(4mendments)

IFRS 4 (Amendments)

lnterest rate benchmark reform - Phase 2

Amendments to IFRS 4 lnsurance contracts - deferral of
IFRS 9

LJanuary 2O2I

1 January 2020

* periods commencing on or after

The amendments to the above Standards did not have a mater¡al ¡mpact on the Company's financial statements.

New standards and interpretations not applied

The lnternat¡onal Accounting Standards Board (IASB) has issued the following new standards, which are relevant to the

Company's reporting but have e¡ther not been applied as they have not been adopted for use under UK-adopted lnternat¡onal

Account¡ng Standards in the year ended 31 December 2021, or have an effective date after the date of these financial statements:

Effect¡ve Date*

|FRS 17

IAS 12 (Amendments)

lA! 1(4q!g!dmen!q
IAS 1(Amendments)

lngurance Contracts
Deferred tax related to assãtsãñd l¡rbil¡t¡"t rtisingfrom a

single transaction
D¡sclosure of accountlng policies

Classification of l¡ab¡l¡ties as current or non-current

1 January 2023

IJanuaty 2023

!4qy9rv lozz
L laîuarv 2023

1 January 2023
I January 2022
I )alyâry g??

I January 2Q22

l4q 81Amery!]lgltf) Deflnition of accounting est¡mates

IAS!2 ](Ar¡endqgnrls) Onerous contracts - cost of fulfilling a contract

IAS 16 (Amendments)

IFRS 3 (Amendments)

IFRS 1, IFRS 9, lllustrative example 13

jLggeedg belolg !n !ended ule
Reference to the conceptual framework

Annual improvements to IFRS standards 2OL8-2020 1 January 2022**
IFRS 16 and IAS 41
* periods commencing on or after
** except for the amendment to IFRS 76 for which no effective date is stated as ¡t regards only an illustrotive exomple

Management have performed a rev¡ew of the expected impact from the other standards and interpretations not applied as

shownabove. Manãgementdonotexpectamater¡alimpactasaresultofothernewstandardsandinterpretationsnotappl¡ed.

Use of est¡mates and critical accounting judgements

The preparation of accounts in accordance with FRS 101 requires management to make est¡mates and assumptions thet affect

the:

¡. reported amounts of assets and liabilities;

ii. disclosure of cont¡ngent assets and liabilities at the date of the accounts; and

iii. reported amounts of income and expenses during the period.

Actual results could differ from these estimates. The most significant techniques for est¡mat¡on are described in the account¡ng

policies below.

Critical accounting judgements are the key sources of est¡mat¡on or uncertainty ìn applying the Company's accounting pol¡c¡es.

They arise in relation to provis¡ons created for ratlonalisation and related costs, environmental remed¡ation and legal claims,

recoverability of loan receivables, classification of exceptional items, the discount rate used to calculate lease liabil¡ties in respect

of right-of-use assets, and impa¡rment of property, plant and equipment and intang¡ble assets. Each ofthese areas relies upon a

number of estimates and judgements which are subject to uncertainty and which may lead to an adjustment with¡n the next

financial year.

Prov¡s¡ons

Estlmates in calculating provisions for ¡nventories, rational¡sat¡on and related costs, environmental remed¡ation and legalclaims

are based on previous experience and third-party advice and are reassessed on a regular bas¡s. Judgment is required in assessing

thelikelycostsandtimingofthesecosts. Pleaseseenote!5'tnventories' andnote2!'Prov¡sionst'orliobilitiesondchorges'.
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Use of estimates and critical accounting ¡udgements (continued)

Amounts owed by/to Group undertokings

The Compa ny has a n umber of loan bala nces, both receiva bles a nd payables, with other ent¡t¡es with in the JS U K Grou p. J udgment

is required ¡n determining whether loan balances are recoverable. ln line with Company policy on receivables in general, where

¡nd¡cations exist that loan receivables may not be recoverable, including an assessment of events occurring after the balance

sheet date, then appropriate provisions are charged to the Statement of Comprehensive lncome to write down the receivables

totherecoverableamountinlinewiththerequirementsoflFRsg. Pleaseseenotes16'Trodeandotherrece¡vables',77'Trdde

ond other poyobles', L8'Borrowings' .

Exceptionol ¡tems

Judgment has been exercised by the Company when interpreting the requ¡rement to present separately exceptional ltems, that

is items of income and expense which, because of the nature and expected frequency of the events giving rise to them, merit

separate presentation to allow users of the accounts to better understand the elements of financial performance ¡n the period,

to fac¡litate future comparison with prior periods and to assess better trends in financial performance. Care ¡s taken by the

d¡rectorstoensurethatjudgementisappliedconsistentlyonanannualbasis. PleaseseenoteS'6o,nonbargoinpurchoseor¡sing

on business combinotion'.

Discount rates

The Company has applied judgement in determin¡ng the discount rate used to calculate the present value of lease liabilities. A

judgement has been made that the rate implicit in the lease is not readily determinable and as such, the ¡ncremental borrowing

rate has been used. The incremental borrowing rate has been calculated using the existing borrowings of the Company, w¡th

adjustments made to reflect the terms of leases includìng duration, economic environment, type of asset and security. The

weighted average incremental borrowing rate applied in the period was 4.4L%. Please see note 19'¿eøse /iabilities'.

Assessment oJ impairment of non-current ossets

A s¡gnificant part of the Company's capital ¡s ¡nvested ¡n property, plant and equ¡pment and intangible assets. An impairment

review is required under IAS 36 when an indicator of impairment ex¡sts. At 31 December 2021, management have assessed that

an ind¡cator of impairment exists and have performed an ¡mpairment review. Further details are included in note 13.

The detailed account¡ng policies for each of these areas are outlined here below.

7.7 Govemment gronts

Grants related to expenditure on property, plant and equipment are cred¡ted to the Statement of Comprehensive lncome over

the useful lives of qualifying assets. Grants related to revenue are credited to the Statement of Comprehensive lncome in line

with the timing of when costs associated with the grants are incurred. Total grants received less the amounts credited to the

Statement of Comprehensive lncome at the end of the reporting period are included in the Statement of F¡nancial Position as

deferred income.

7.2 lnsurance

lnsurance premiums ¡n respect of insurance placed with th¡rd parties are charged to the Statement of Comprehensive lncome in

the period to wh¡ch they relate.

7.3 lnterest

lnterest income is accrued on a time-basis, by reference to the principal outstanding and at the effectlve interest rate applicable.

lnterest expense is expensed as Incurred. Discounts or premiums and expenses on the issue of debt securities are amort¡sed

overthetermoftherelatedsecurityandincludedwithininterestexpense. Unamort¡sedamountsareshowninthebalancesheet

as part of the outstandlng balance of the related security. Premiums payable on early redemptions of debt securit¡es, in lieu of

future interest costs, are wr¡tten off as interest expense when paid,
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7.4 Foreign currencies

Monetary assets and l¡ab¡lit¡es in foreign currencies are translated into sterling at the quoted rates of exchange ruling at the end

of each reporting period. Statement of Comprehensive lncome ltems and cash flows are translated into sterl¡ng at the average

rates for the reporting per¡od. ln order to hedge its exposure to certain foreign exchange transact¡ons risks, the Company enters

into forward contracts. ln preparing the financial statements, transactions in currencies other than the Company's functional

currencyarerecognisedattheratesofexchangeprevailingonthedatesofthetransactions. Theimpactofrevaluat¡onsofforeiSn

currency receivables and payables is included within operating costs.

1.5 Findncial instruments

Financial assets and financial liabilities are recognised on the Company's balance sheet when the Company becomes a party to

the contractual provisions of the instrument.

F¡nancial assetsandfinancial liabilitiesare¡n¡t¡allymeasuredatfairvalue. Thedetailedaccountingtreatmentforsuchitemscan
differ, as described in the follow¡ng sections.

(i) F¡nancial assets

All regular-way purchases or sales of financial assets are recognised and derecognised on a trade date bas¡s. Regular-way

purchases or sales are purchases or sales offinanc¡al assets that require detivery of assets w¡thin the t¡me frame established by

regulation or convention in the marketplace, All recognised financial assets are measured at amortised cost. Where the Company

transfers substantially all the risks and rewards of ownership of a financial asset, the financial asset is derecognised, and any

rights or obligations created or retained in the transfer are recognised separately as assets or liabilit¡es.

(¡¡) lmpa¡rment of financial assets

The Company recognises a loss allowance for expected cred¡t losses (ECL) on trade receivables. The amount of the expected

credit losses is updated at each report¡ng date to reflect changes in credit risk since in¡t¡al recognit¡on of the respective financial

instrument.

The measurement of expected credit losses is a function of the probability of default, the loss given default (i.e., the magnitude

of the loss in the event of a default), and the exposure at default. The assessment of the probability of default and loss given

default is based on historical data adjusted by forward-looking informat¡on.

(¡¡¡) Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method or at fair value through

profit and loss (FVTPL).

Financial liabilities are classified as at FVTPL when the financ¡al liability is (i) contingent consideration of an acquirer in a business

comb¡nation, (ii) held for trading, or is (ìii) designated as at FVTPL.

Financial liabilities at FVTPL are measured at fa¡r value, with any ga¡ns or losses arising on changes in fair value recognised in

profitorloss. Thenetgainorlossrecognisedinprofitorlossincorporatesanyinterestpaidonthefinanc¡al liabilityandisincluded

in the'other gains and losses' line item in prof¡t or loss.

Financial liabil¡t¡es that are not (i) contingent consideration of an acquirer ¡n a bus¡ness comb¡nation, (ii) held for tradinS, or (iii)

designated as at FVTPL, are measured subsequently at amortised cost using the effective interest method.

(¡v) Derivativefinancial¡nstruments

ln the ordinary course of business, the Company uses certain derivative financial ¡nstruments to protect itself from business risk

which arises from its exposure to foreign exchange fluctuations.

Der¡vatives are initially accounted for and measured at fa¡r value from the date the derivative contract is taken out. Following

th¡s, at each subsequent report¡ng period-end the derivat¡ve is remeasured at ¡ts current fair value.

7.6 Prcperty, plant dnd equipment

property, plant and equipment is recorded at cost on acquisition less accumulated depreciation and any recognised impairment

loss. Cost includes professional fees and, for assets constructed by the Company, any related works to the extent that these are

d¡rectly attributable to the acqu¡sition or construct¡on of the asset. This includes borrowing costs cap¡talised in respect of
qualifying assets ¡n accordance with the Company's policy. Amounts incurred in connection with cap¡tal projects that are not

directlyattributabletobringingtheassetto thetocationandconditionnecessaryforittobecapableof operat¡nginthemanner

intended (which the Company refers to as 'commissioning costs' and which includes expenses such as initial operating losses

incurred while technical deficiencies on new plant are rectified, and incremental operating costs that are incurred while the new

plant¡soperatlngatlessthanfullcapacity)arewr¡ttenofftothestatementofComprehensivelncomeasincurred. Assetsunder

construction are depreciated from the date on which they are ready for their intended use.

22



DocuSign Envelope lD: 40D6DBFE-AE19-4F45-9486-84D494284470

Br¡tish Steel Limited

Annual Report and Financial Statements

for the year from 1 January 202I to 3L December 2021

Notes to the Financial Statements (coNrtNUED)

7,6 Prcpefty, plont ond equ¡pment (continued)

The gain or loss arising on the disposal of an asset is determined as the difference between the sale proceeds and the carrying

amount of the asset and is recognised in the Statement of Comprehensive lncome'

lncluded In property, plant and equlpment are loose plant and tools which are stated at cost less amounts written off related to

their expected useful lives and estimated scrap value and spares, against which impairment provisions are made where necessary

to cover slow-moving and obsolete ¡tems.

Subsequent costs are included ¡n the carrying value of an asset when it is probable that edd¡tional future economic benefits will

flow to the Company and the cost of the item can be measured reliably. All other repairs and renewals are charged to the

Statement of Comprehensive lncome as incurred'

7.7 Deprec¡ation, omortisdtion and impøirment of prcpetty, plønt ond equipment

Depreciation or amortisation is provided to write off, on a stra¡ght-line basis, the cost of property, plant and equ¡pment, including

those held under leases as defined by IFRS 16, to their residual value. These charges commence from the dates the assets are

available for their intended use and are spread over their est¡mated useful economic lives or, in the case of right-of-use assets,

over the lease period ¡f shorter. The estimated useful lives of assets and residual values are reviewed regularly and, when

necessary, revised. Accelerated depreciat¡on or amort¡sation is provided where an asset ¡s expected to become obsolete before

the end of ¡ts normal useful life or ¡f events or changes in c¡rcumstances indicate that an impairment loss needs to be recognised,

as discussed below. No further changes are provided ¡n respect of assets that are fully wr¡tten down but are st¡ll in use' The

estimated useful lives for the main categories of property, plant and equ¡pment are:

Life lvears)

Land and buildings
Plant and equipment

2s-50
4-25

Land and spares are not depreciated.

As stated ¡n note 1.6, assets under construction are not depreciated unt¡l the ãssets are available for their intended use'

At each reporting period-end, the Company rev¡ews the carrying amounts of its property, plant and equipment to determine

whether there ¡s any indication that the carrying amount of assets may not be recoverable through continu¡ng use. lf any such

indicatlonexists,therecoverableamountoftheassetisreviewedtodeterminetheextentoftheimpairmentloss(if any). Where

the asset does not generate cash flows that are independent from other assets, the Company estimates the recoverable amount

of the CGU to wh¡ch the asset belongs. Other intangible assets with indefinite useful lives are tested for impalrment annually

and whenever there is an indication that the asset may be impaired.

Recoverableamountisthehigheroffairvaluelesscoststosell andvalueinuse. lnassessingvalueinuse,theestimatedfuture

cash flows are discounted to their present value using a pre-tax discount rate, based on the Company's long-term weighted

averagecostofcapital (WACC). lftherecoverableamountof anasset(orCGU) isest¡matedtobelessthanitscarryingamount,

thecarry¡ngamountoftheasset(orCGU) isreducedto¡tsrecoverableamount. Animpairmentlosslsrecogn¡sed¡mmed¡ately

as an expense ¡n the Statement of Comprehensive lncome'

Where an impa¡rment loss subsequently reverses, the carry¡ng amount of the asset (or CGU) is Increased to the revised est¡mate

of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been

determined had no impairment loss been recognised for the asset (or CGU) in prior years. A reversal of an impairment loss is

recognised immediately as income ¡n the Statement of Comprehens¡ve lncome.

7.8 lntangible assets

Environmental licences (i.e. emission rights) are included in the balance sheet as intangible assets wherethey are clearly linked

to long-term economic benefits for the Company. ln this case, they are measured ¡n¡tially at fair value on acquisition or purchase

cost. Environmentallicencesarenotamortised,astheyretaintheirnominalvalue. Allothercostsonenvironmentalllcencesare

expensed in the Statement of Comprehensive lncome as incurred.
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7.8 lntdng¡ble ossets (continued)

Expenditure on research activities is recognised as an expense in the perlod in which it is ¡ncurred. Costs incurred on individual

developmental projects are recognised as intangible assets from the date that all the following conditions are met:

i. completion of the development is technically feasible;

¡i. it is the intent¡on of the Company to complete the ¡ntangible asset and either use or sell ¡U

iii. it is evident that the intangible asset w¡ll generate probable future econom¡c benefits'

iv. adequate technical, financial, and other resources to complete the development and to elther use or sell the intangible

asset are available; and

v. ¡t is possible to reliably measure the expenditure attributable to the ¡ntangible asset during its development.

Costs are no longer recognised as an asset when the project is complete and available for its intended use, or ifthese criteria no

longer apply. The approach to amortisation and impairment of other intangible assets is described in 1.8 above. Where

development activities do not meet the cond¡tions for recognition as an asset, any associated expenditure ¡s treated as an

expense in the Statement of Comprehensive lncome in the period in which it is incurred. Where the Company purchases emission

rightsfromanemissiontradingscheme,itrecognisestheseasan¡ntangibleasset,andvaluestheassetatcost. Noamortisation

is recognised, provided that the Company intends to utillse the asset to settle emission rights l¡abilities.

7.9 Inventoñes

lnventor¡esofrawmaterialsarevaluedatthelowerofcostandnetrealisablevalue. Costisgenerallydeterminedusingthe"first
in, first out" (FIFO) method. lnventories of partly processed materials, finished products, and consumables stores are individually

valued at the lower of cost and net realisable value. Cost comprises direct materials and, where applicable, direct labour costs

and those overheads that have been incurred ¡n br¡ng¡ng the inventories to their present location and condition. Net realisa ble

value is the pr¡ce at which the inventories can be realised in the normal course of business after allowing for the cost of conversion

from their ex¡st¡ng state to a finished condition and for the cost of market¡ng, selling, and distribution. Provisions are made to

cover slow-moving and obsolete items based on historical experience of utilisation on a product-category basis, which involves

individual businesses considering their local product lines and market cond¡tions.

7.70 Ret¡rcment benefit costs

A defined contr¡but¡on pension plan ¡s a post-employment benefit plan under which the Company pays fixed contr¡butions into

a separate entity and will have no legal or constructive obligation to pay further amounts. Payments in settlement of obligations

for contributions to defined contribution ret¡rement benefit schemes are charged as an expense ¡n the Statement of

Comprehensive lncome in the periods during which services are rendered by employees'

A defined benefit plan ¡s a post-employment benefit plan other than a defined contr¡but¡on plan. The Company does not

part¡cipate in a defined benefit pens¡on scheme.

7.77 Provisions

provisions for environmental remediation and legalclaims are recognised in the balance sheet when the Company has a present

legal or constructive obl¡gation as a result of a past event that can be reliably measured, and it is probable that an outflow of

economic benefits will be required to settle the obligat¡on. This involves a series of management judgements and estimates that

are based on experience of similar events and th¡rd-party advice where applicable. Where appropriate and relevant, provis¡ons

are discounted to take into cons¡deration the time-value of money.

1,72 Revenue

The Company's revenue is derived from the single performance obligat¡on to transfer steel products under arrangements in which

the transfer of controI of the products and the fulfìlment of the Company's performance obl¡gat¡on occur at the same t¡me.

Revenue from the sale of goods is recognised at the po¡nt ¡n time when the Company has transferred control of the goods to the

buyer and the buyer obtains the benefits from the goods, the potent¡al cash flows and the amount of revenue (the transaction

price) can be measured reliably, and ìt is probable that the Company will collect the considerat¡on to which ¡t ¡s entltled to in

exchange for the goods.

The Company manufactures and sells a range of steel products. Sales are recognised when control of the products has

transferred, being when the products are delivered to the customer. Delivery occurs when the products have been shipped to

the specific locat¡on, the risks of obsolescence and loss have been transferred, and either the customer has accepted the products

in accordance with the sales contract, or the Company has objective evidence that all criteria for acceptance have been satisfied.
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7,72 Revenue (contÎnued)

The steel is often sold with volume discounts based on aggregate sales over a certain period. Revenue from these sales is

recognisedbasedonthepricespecified¡nthecontract,netoftheestimatedvolumediscounts. Accumulatedexperienceisused

to estimate and provide for the discounts uslng the expected value method, and revenue is only recognised to the extent that it

ishighlyprobablethatasigniflcantreversalwillnotoccur. Acontractliabilityisrecognisedforexpectedvolumediscountspayable

tocustomers¡nrelationtosalesmadeuntil theendofthereport¡ngperiod. Noelementoffinancingisdeemedpresentasthe
sales are normally made w¡th a credit term of 60 days, which is consistent with market pract¡ce. Any obligation to provide a

refund is recognised as a provision.

A receivable is recognised when the goods are delivered, as this is the point in time that the considerat¡on is uncondìtional as

only the passage of t¡me is required before the payment is due.

The Company does not have any contracts where the period between the transfer of the prom¡sed goods or services to the

customer and payment by the customer exceeds one year. Consequently, the Company does not adjust any of the trensaction

prices for the t¡me-value of money.

7.73 Toxat¡on

The tax expense represents the sum ofthe tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the account¡ng period. Taxable prof¡t differs from net profit as reported in

the Statement of Comprehensive lncome because it excludes items of income or expense that are taxable or deductible in other

years, and it further excludes items that are never taxable or deductible'

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of assets and liabìlities in

the financial statements and the correspond¡ng tax bases used ¡n the computation of taxable profìt and is accounted for using the

balance sheet l¡ab¡lity method. Deferred tax liab¡l¡ties are generally recognised for all taxable temporary differences. ln contrast,

deferred tax assets are only recognised to the extent that it is probable that future taxable profits will be available against which the

temporary differences can be ut¡lised. Liabilities are not recognised for taxable temporary differences arising on investments in

subsidiaries, joint ventures, and âssociates where the Company is able to control the reversal of the temporary difference, and ¡t ¡s

probable that the temporary difference will not reverse in the foreseeable future.

Both current and deferred tax items are calculated using the tax rates that are expected to apply in the period when the liab¡lity

issettled,ortheassetisrealised. Thismeansus¡ngtaxratesthathavebeenenactedorsubstant¡velyenactedbytheendofthe
reporting period. Deferred tax is charged or credited in the Statement ofComprehens¡ve lncome, except when it relatesto items

charged or credited directly to equ¡ty, in which case the deferred tax ¡s also dealt with In equity.

1,14 Leqses

At ¡nception, the Company assesses whether a contract is, or conta¡ns, a lease within the scope of IFRS 16. A contract is, or

contains, a lease if the contract conveys the r¡ght to control the use of an identified asset for a period in exchange for

consideration. Where a tangible asset ¡s acqu¡red through a lease, the Company recognises a right-of-use asset and a lease liability

at the lease commencement date. Right-of-use assets are presented as a separate line on the face of the statement of financial

position.

The right-of-use asset ls initially measured at cost, which comprises the ¡nitial amount of the lease liab¡lity adjusted for any lease

payments made at or before the commencement date plus any initial direct costs and an estimate of the cost of obligat¡ons to

dismantle, remove, refurbish or restore the underlying asset and the site on which it is located, lease any lease incentives

received.

R¡ght-of-use assets acquired as part of business comb¡nations are initially measured at cost adjusted for favourable or

unfavourable lease terms when compared with market terms.

The right-of-use asset is subsequently depreciated using the straight-l¡ne method over the shorter of the lease term or the useful

economic life of the underlying asset. The estimated useful lives of the right-of-use assets are determined on the same basis as

those of other tangible fixed assets. The right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for

certa¡n remeasurements of the lease liabil¡ty.

The lease liability is initially measured at the present value of the lease payments that are unpaid at the commencement date,

discounted using the ¡nterest rate implicit in the lease or, if that cannot be readily determined, the Company's incremental

borrowing rate. Lease payments included ¡n the measurement of the lease liability comprise fixed payments, variable lease

payments which depend on an index or a rate, amounts expected to be payable under resldual value guarantees, and the cost of

any opt¡ons that the Company is reasonably certain to exercise, such as the lease payments in an opt¡onal renewal period or

penalt¡es for early term¡nat¡on of a lease.
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7.14 Leases(continued)

The lease liab¡lity is subsequently measured at amortised cost using the effect¡ve interest method. lt ¡s remeasured when there

is a modification to or a reassessment of the lease, including when there is a change in: lease payments arising from a change in

an index or rate; the Company's estimate of the amount expected to be payable under a residual value guarantee; and the

Company's assessment of whether it will exercise a purchase, extension or terminat¡on opt¡on. When the lease liabil¡ty is

remeasured in this way, a corresponding adjustment is made to the carrying amount ofthe right-of-use asset or is recorded in

the Statement of Comprehensive lncome if the carrying amount of the right-of-use asset has been reduced to nil'

The Company has elected not to recogn¡se a right-of-use asset and corresponding lease liabil¡ty for short-term leases w¡th terms

of 12 months or less and leases of low-value assets. Lease payments on these assets are expensed to the Statement of

Comprehensive lncome as incurred,

Leasepaymentsareallocatedbetweenprincipalandfinancecosts. FinancecostsarechargedtotheStatementofComprehensive

lncome over the lease period so as to produce a constant periodic rate of interest on the remain¡ng balance of the liability for

each period.

7.75 Cash and cosh equivolents

Cash and cash equ¡valents include cash in hand, deposits held at call with banks, other short-term highly liquid ¡nvestments wlth

or¡ginal maturitiesofthreemonthsorless,andreceivablesfinancing. Receivablesfinancingisshownwith¡nborrow¡ngsincurrent

liabilitìes on the balance sheet.

Revenue

The directors consider the manufacture and sale of steel throughout the world to be the Company's only mater¡al line of business'

2

Sale of goods

202t
€'000

L,463,60t

2020

f'000

843,864

An analysis of revenue by destination is shown below
2021
f'000

2020

f '000

Un¡ted Kingdom

Europe

Rest of the world

a74,344

372,2A6

2t6,97t

484,239

248,769

110,856

1,463,601 843,864

3 Other operating ¡ncome

202L
€'000

2020
€'000

Rental income
Sale of carbon credits

1,142
13,380

t,662

L4,522 r,662

Operating costs

Costs bv tvÞe:

202t
€'000

2020
f'000

Raw materials and consumables
Ma¡ntenance costs
Other external charges (including fuel, utilities, hire charges and carriage costs)

Employment costs (note 6)

Depreciation
Gain on bargain purchase

Net exchange rate loss/(gain)

775,560
t29,432
375,090
186,843
25,240

529,609
92,9t5

220,974
L26,455
].6,r22

(409,94sr,
(817)

131
11,069

?,742Other operating items

26
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5 Expenses and auditor's remuneration

Operat¡ng profit has been arrived at after charging/(crediting)

British Steel Limited

Annual Report and Financial Statements

for the year from 1 January 202L to 3L December 2021

202t
G'000

2020
f'000

Depreciat¡on of property, plant and equipment (note 13)

Deprec¡at¡on of right-of-use assets (note 14)

(Decrease)/increase ¡n ¡nventory provision (note 15)

lmpa¡rment losses recognised on trade receivables (note 16)

Loss on scrapp¡ng of property, plant and equ¡pment
Net exchange rate loss/(gain)

Mark-to-market adjustment on UKA CO2 pos¡tion

Research and development expensed as incurred

x8,152
7,O88

127,6861
559

1,993
11,069
48,974

3s8

1r,597
4,525

58,725
230
693

(817)

196

The remuneration paid to Moore Klngston Smith LLP (2020: Mazars LLP), the Company's external audltors, was as follows:

202t 2020

f'000 f'000

Fees oavable for the audit of the Comoanv's financial statements 475 323

Total fees 475 323

6 Employee costs

202t
€'000

2020
f'000

Wages and salaries
Soc¡al secur¡ty costs
Defined contribut¡on pension costs

157,813
t6,756
L2,274

to7,4L3
to,87r
8,T77

186,843 126,455

The average monthly number of employees during the period, including executive directors, was:

202t
No.

2020
No.

Sales

Operations
Adm¡n¡strat¡on

t02

288
3,931

82

3,118
249

4,32t 3,449

2't
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7 Emoluments of directors

The remunerat¡on of the directors, who are the key management personnel of the Company, was as follows:

202L
f'000

Brit¡sh Steel L¡mited

Annual Report and Financial Statements

for the year from 1 January 2021 to 31 December 2021

2020
f'000

Short-term employee benefits
Post-emplovment benefits

612
15

760
10

770 627

Short-term employee benefits include employers'national insurance contr¡butions paid by the Company of î.67,373 (2020:

f.97,3rs1.

ln 2O2O, four out of seven directors received no remunerat¡on from BSL during the financial period for their services to th¡s

Company. One director was remunerated by Hebei jingye High-Qual¡ty Steel Technology Co. Ltd, and three directors were

renumeratedbyJingyelronandSteel Co.Ltdfortheirservices. The2020remunerationforthesefourdirectorsisnotrepayable
by BSL. ln 2021", lhe amount received from BSL by these four directors ¡n respect of qualifying services to this Company is

f.272,996 (2020: f nil).

The number of directors for whom retirement benefits are accru¡ng under the defined contribut¡on pension scheme is two (2020:

3).

The management remunerat¡on of the highest-paid director was f 251,800 (2020: ß2a385l,'

Subsequent to the year end, a director received f161k as compensation on loss of office.

8 Gain on bargain purchase arising on business combination

On 9 March 2020, J¡ngye Steel (UK) Ltd, a wholly owned subsidiary of JSUK, acquired the assets of SLB2020 Limited (formerly

known as British Steel Limited), a wholly owned subsidiary of British Steel Holdings Limited for a cash considerat¡on of f 24'lM.

The Company received independent th¡rd-party advice in respect of the fa¡r value of a number of net asset ¡tems acquired, as set

out below:
202t 2020

f'000 f'000

Environmental licences

Property, plant and equ¡pment
R¡ght-of-use assets

lnventories

Receivables

Cash

Payables

Borrowings
Lease liab¡l¡t¡es

Deferred tax l¡abil¡t¡es

Provis¡ons

r,704
r49,646

L9,789
27L,333

L74,086
to,296
(1,011)

(36,094)

(19,s89)

(96,243)
(39,878)

Fair value of net assets acqulred

cons¡deration

434,O39

24,O94

Gain on bargain purchase 409,945

The ga¡n on bargain purchase has been wholly-and immediately recognised in comprehensive ¡ncome, in accordance with IFRS 3

Bus¡ness Combinations.

9 Finance income

202L
f'000

2020
f'000

lnterest receivable on bank deposits 1

28
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10 Finance costs

British Steel Limited
Annual Report and Financial Statements

for the year from 1 January 2O2tto 3! December 2021

202L
f'000

2020
f'000

lnterest payable on leases (note 19)

lnterest payable on loans from Group undertakings (note 18)

lnterest payable on loans from related parties (note 18)

2,37t
t3,275
4,204

770

T,2LI
T,OzL

lnterest oavable on other loans and oavab les lnote 17. 18) 3

20,624 2,235

Ll Taxation

(ø) Analysis of tox cred¡t in yeot:
202t
f'000

2020
f'000

Current tax:
UK corooration tax on orof¡ts for the vear/oe riod 40.150

Total current tax 40,150

Deferred tax:
Or¡gination and reversal of temporary differences - prior period 720

7,202 rc7.2871Orig¡nat¡on and reversal of temporary differences - current period

Total deferred tax lnote 20) 7,922 (67,2871

Total income tax \274 (27,L371

Corporation tax ¡s calculated at 19% (2O20 19%) of the estimated assessable profit for the year.

An increase in the U K corporat¡on tax rate from L9% to 25% (effective 1 April 2023) was substant¡vely enacted on 24 May 2O2L'

(b) Factors affecting tox cred¡t for year:

lncome tax credit for the year/period can be reconclled to accounting profit as follows:

( Loss)/profit before taxat¡on

2021
f000

149,5L71

2020
f000

267,848

Corporation tax at 19%

Effect of:
Expenses not deductible for tax purposes

lncome not taxable
Research and development expend¡ture credit (RDEC)

Group relief (claimed)

Accelerated capital allowances

Other timing differences
Deferred tax pr¡or year movement

(9,408)

t,Lr6

14,L22l
5,770

720
7,202

s0,891

847
(77,8901

(848)
(1371,

Deferred tax rate

Total income tax charge/(credit) 1,278 (27,L371
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tZ lntang¡ble assets

Brit¡sh Steel Limlted

Annual Report and Financial Statements

for the yea r from 1 Ja n ua ry 2O2L to 3I December 2021

Environmental licences
€000

Cost
At 1 January 2021
Add¡tions at cost

I,704

At 31 December 2021 t.704

Accumulated impairment losses and amortisation
At 1 January 2021
Amortisation
At 31 December 2021

Carry¡ng amount
At 31 December 2021 t,704

At 1 January 2021 L,704

13 Property, plant and equ¡pment
land and
buildings

€000

Plant and
equ¡pment

c000
Spares

f000

Under
construct¡on

f000
Total
f000

Cost
At 1 January 2021
Addit¡ons at cost
Transfer of assets under construct¡on
Disposals (scrapped)

52,774
303

L24,OO8

9,397
12,796
(7,t2t)

7,29r
6,235

2,244
64,838
(12,796\

L86,3L7
80,773

(9.019)(666) (L,2261

At 31 December 2021 52.41t t?9.o74 12,300 s4.246 258.O71

Accumulated depreciation and impairment
At 1 January 2021
Charge for period

20L
r,525
(666)

6,459
L6,627
16.360)

6,660
18,L52
(7,0261Eliminated on disposals (scra pped )

At 3X December 2021 1,060 L6,726 17,786

Carrying amount
At 31 December 2021 51.351 L22,348 12,300 s4.286 240,285

At 1 January 2021 52,573 rr7,549 7,29L 2,244 t79,657

lmpa¡rment test for property, plønt and equipment

A review was undertaken at the reporting date of the carrying amounts of property, plant and equipment to determ¡ne whether

there was any indication of a trigger that may have led to these assets suffering an impa¡rment loss. Following this review,

¡mpairment triggers were noted in relation to property, plant and equipment due to high energy pr¡ces ¡n the last quarter of

202L.

As there is no readily-available market for the Company's fixed assets , fair value is derived as the net present value of the

estimated future cash flows arising from the assets, ¡ncorporating assumpt¡ons that a typical market participant would take ¡nto

accou nt.

As the fixed assets of British Steel Limited are not capable of generating independent cashflows, the assets as a whole are

considered the CGU.

The discounted cash flow (DCF) was derived by estimating the EBITDA generated by the assets ¡n their current use and condit¡on.

The impalrment tests compared the value in use of the CGU to the respect¡ve carrying values of the assoc¡ated assets and were

performed based on cond¡t¡ons as at the year end.
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13 Property, plant and equipment(continued)

Key assumptions

. Recent performance was reviewed and adopted as the best indication of future performance.

o The Company cost of cap¡tal of 7% remaìns constant.
. Sales volume was expected to remain constant at 2.3mt per annum.

. Spread, being the steel to raw materials price, was assumed to be constant based upon actual results achieved in2O2L.

. Desp¡te an increase in energy prices in the last quarter of 2021, energy prices were expected to return to their 8-month

(Jan to Aug 2O2Ll avera1e price of fTsMWhr for electric¡ty and f 60p/th for gas.

¡ The price of carbon was based on the price prevailing at 31 December 2O2L of f70 per tonne.

. No contraction of the economy was expected.

Based on the key assumptions set out above, the value ¡n use of the Company's fixed assets exceeds the carry¡ng value of the

assets by f150M and were not impaired.

Sens¡t¡v¡ty onalysis

Any impairment is dependent on judgement used ¡n determ¡ning the most appropriate basis for the assumptions and estimates

made by management, particularly in relat¡on to the key assumptions described above. Sensitivity analysis to potent¡al changes

in key assumptions has therefore been provided below and is prepared on the basis of other factors remaining equal.

€M increase/(decrease) in

headroom of f150M for CGU

lmpact ¡f discount rate lncreased by 1%

Reduced by 1%

(ss)

73

lmpact if sales volume lncreased by 5%

Decreased by 5%

29

(2e)

lmpact if spread lncreased by 5%

Reduced by 5%

331
(331)

lmpact if inflatio n (applied to overheads ond not recovered lncreased by 2%

in increased pricing) Decreased by 2%

(1211

!2t
lmpact if energy prices lncreased by 20%

Reduced by 20%

(321)

321'

lmpact if carbon prices lncreased by 20%

Reduced by 20%

(12s)

As noted in the Strategic Report, energy prices increased significantly in the final quarter of 2021. Management considered that

this was caused by short-term fluctuations in the wholesale energy market and would not be a long-term or sustained ¡ncrease.

lfthe average energy prices in the final quarter were to be used, the heãdroom would be reduced to fnil.

Additionally, as highlighted ¡n note 27, there has been a significant ¡ncrease ¡n energy prices post year end following the start of

the mil¡tary confl¡ct in Eastern Europe. During this t¡me, the Company has made operating losses and, therefore, us¡ng the energy

pricesexperiencedduringthisperiodofvolatilitywouldleadtoanimpairmentof assets. Thepostyearendenergypriceshave
not been used in the impa¡rment assessment at 31 December 2021 as management consider that the conditions which gave rise

to the increases did not exist at the balance sheet date.

125
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t4 R¡ght-of-use assets

British Steel Limited

Annual Report and Financial Statements

for the year from 1 January 2021 to 3! December 2021

Land and
buildings

€000

Plant and
equ¡pment

c000

Total
f000

Cost
At 1 January 2021
Remeasurement

35,169
6,469

18,055 53,224
6,469

At 31 December 2021 41,638 18,055 s9,693

Accumulated depreciation and impairment
At 1 January 2021
Depreciation charge

274
246

t,
3,

3,25r
3,842

4,525
7,O88

At 31 December 2021 4,520 7,O93 11,613

Cârrying amount
At 31 December 2021 37,tta to,962 48,080

At 1 January 2021 33,895 14,804 48,699

The Company leases land and buildings, plant, office equipment, machinery and vehicles for use within the business.

Land and buildings are leased for terms ranging from 3 to 15 years. A number of land and buildings leases contain options to

extend the lease. Management has determined whether these options are reasonably certa¡n to be exercised to determine the

leasetermatinception. Anumberoflandandbuildingsleasesalsoconta¡nclauseswherebytherentisreviewedoncertaindates
to al¡gn the amount with open market rental rates.

Plant is leased for a term of 5 years, office equipment for an average of 2 years and machinery and vehicles for an average of 3

years. A number of vehicle leases conta¡n options to term¡nate the lease, and management has determined whether they are

reasonablycertaintoexercisetheseoptionswhenassessingtheleaseterm. Officeequipmentleasescontainoptionstopurchase

theassetsattheendofthelease. Managementhavealsoassessedwhethertheseoptionsarereasonablycertaìntobeexercised.

15 lnventor¡es

202L
f000

2020
f000

Raw materials and consumables
Work In progress

Finished goods

L94,t68
r92,982
t46,429

t26,2Lr
rL3,973
4t.373

s33,579 28r,557

lncluded wlthin ¡nventories is f n¡l (2020: f n¡l) expected to be recovered in more than 12 months.

Raw materials, consumables and changes in finished goods and work in progress included in operating costs in the period

amounted to f775.6M (2020: f529.6M). The ¡nventory net realisable value (NRV) provision as at 31 December 2021 is f31.0M
(2020: f 58.7M),

The value of stock in trans¡t at the year-end was f29.6M (2020: f25.5M).

There ìs no material difference between the value of ¡nventories included ¡n the Statement of Financial Pos¡tion and its

replacement cost.
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L6 Trade and other receivables

Br¡tish Steel Limited

Annual Report and Financial Statements

for the year from 1 January 2021 to 31 December 2021

202L
€000

2020
t000

Trade receivables
Less: impä¡rment provis¡on

r82,252 t34,289
(230)

Net trade receivables
Prepayments
Government grants

Other receivables
Security deposits
Derivat¡ve f¡nancial ¡nstruments

181,693
5,105
3,634

40,92t
8,012

44

L34,059
1,t70
2,935

32,438
9,r94

24,404Amounts owed bv Group undertakin ss

266,214 204,200

Due within one year

Due after more than one year

262,A04
3,410

200,848
3,352

266,2t4 204,200

Amounts due after more than one year consist of f3.4M (2020; f3.aM) of amounts owed by Group undertakings'

Amounts owed by Group undertak¡ngs are unsecured, ¡nterest-free, have no fixed date of repayment and are repayable on

demand.

Movement ¡n the trade receivobles impairment provision
202t 2020

€000 f000

At 1 January 2027 / 7 November 2019

lmpa¡rment losses recognised
Amounts written off as uncollectable

(230)

(32s) (230)

At 31 Decembe¡ 2021 I lL December 2020 (230)

The directors cons¡der that the carrying amount of trade and other receivables of the Company approx¡mates to fair value.

Credit risk

The Company's principal financial assets are bank balances and cash, and trade and other receivables, which represent the

Company's maximum exposure to credit risk ¡n relation to financ¡al assets.

The Company's credit risk is primarily attributable to its trade receivables. The amounts presented ¡n the Statement of Financiãl

Pos¡t¡on are net of ¡mpairment provision for doubtful receivables, estimated by the Company's management based on pr¡or

exper¡ence and forward-looking assessments ofthe econom¡c environment in accordance with IFRS 9'Financial lnstruments'.

The Company has no significant concentration of credit risk, with exposure spread over many counterpartles and customers'

The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings assigned by international

credit rat¡ng agencies. ln addit¡on, the Company holds a credit insurance policy.

L7 Trade and other payables

2021

f000
2020
f000

Trade payables

Soc¡al security and other taxes
Accrued expenses

Other creditors
Amounts owed to related part¡es

Amounts owed to Group undertakings

48,225
3,952

160,063
8,069

64,t94
262

3L,04r
3,878

99,628
7,555

334

284,765 L42,436

Due w¡th¡n one year

Due after more than one year

284,765 I42,436

284,765 742,436

Amounts owed to Group undertakings are repayable on demand, unsecured and bear interest at 7%.

Amounts owed to related partíes is balance due to J¡ngye lnternat¡onat HK Co Ltd, headquartered in Hong Kong, in respect of the

financing of raw material purchases.
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18 Borrowings

British Steel Limited

Annual Report and Financial Statements

forthe year from 1 January 2O2Ito 3I December 2021

2021

G000

2020

f000

Receivables financing

Secured loan

Loan from related party

Loan from parent company

Loan from subsidiary of ultimate parent company

LL,479

4,5L1
t42,4L2
22t,L39

65

142,945

65

379,606 143,010

Due within one year

Due after more tlìan one year

t58,467
22t,L39 t42,945

65

t79,606 143,010

Contractual maturities of borrowings including futurc interest:

On demand or within one year

ln the second year

ln the third to fifth years inclusive

ln more than five years

169,146

267,500

67

L87,973

Total contractual cash flows
Future finance charges

436,646

57,040)

188,040
(4s,030)

Present value of contractual cash flows 379,606 143,010

ReceivablesfinoncinglTheCompanyhasareceivablesfinancefac¡litywithsecureTrustBankplc. Thelimitonthisfacilityìs
f50M(2020:Ê50M). Thebankholdsafirstrankingchargeovertheproperty,plantandequipmentoftheCompany.

Secured toon I ln July 2O2t, the Company signed a commodity sales and repurchase financing arrangement wlth TrafiSura Pte

Ltd, covering iron ore fines, coal and coke held at the lmm¡ngham port facility. The limit on th¡s facil¡ty is USD S57M.

Loon from related party I ln July 2Q2]-, the Company signed a commodity sales and repurchase financing arrangement with Power

RichResourcesLim¡ted,coveringironoref¡nes,coal andcokeheldatthelmm¡nghamportfac¡lity. Theult¡mateparentcompany

of Power Rich Resources Lim¡ted is Jingye Group Co Ltd, a company ¡ncorporated in China (see note 26 for further details).

The loan from parent company bears interest at 7% per annum and ls repayable in full in 2025'

Liquidity risk

The Company's objectives when managing liquidity are:

. to safeguard the Company's ability to meet expected and unexpected payment obligations at all times; and

. to max¡mise the Company's profitability

The fair value of the Company's borrowings is not considered to be materially different from the carry¡ng amounts.

19 Lease liabilities

Lease liabilities are classified based on the amounts that are expected to settle with¡n the next 12 months and after more than

12 months from the reporting date, as follows:
202L 2020
€000 f000

Due within one year 5,726 7,660

Due between one and five years

Due after more thon f¡ve vears

76,237

26,749

20,853
18.853

Due after more than one year 42ßaO 39,706

lease liabil¡ties 47.366
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19 lease liabilities (continued)

The movements in the lease liabilities during the period are as follows

Br¡t¡sh Steel Lim¡ted

Annual Report and F¡nanclal Statements

for the year from 1 Ja nuary 202t To 3L December 202 1

202r
f000

2020
f000

At 1 January 2O2I / 7 November 2019

Acquired as part of a business comb¡nat¡on
Additions
Addit¡ons on account of remeasurement
lnterest
Repayments

47,366

6,469
2,371

19,589
32,77L

I,zLT
(6,205)

At 31 Decembet 2O2t | ?t December 2020 48,106 47,366

The ¡mpact of leases on the f¡nanc¡al performance of the Company in the period is summarised below:

202t
f000

2020
€000

Depreclation expense on r¡ght-of-use assets

lnterest expense on lease liabilities
Lease expense for short-term leases

7,088
2,371

70

4,525
t,zlt

70

Total expense for the period 9,529 5,806

The cash outflows ¡n respect of leases are equal to the repayments made in the period for lease liabilities plus the lease expense

in relat¡on to short-term leases, being a total of f8,100k (2020: f6,27Akl.. The weighted average discount rate applied to lease

liabilities is 4.4I% (2020: a.4I%1.

The lmmingham Dock lease conta¡ns the option to extend by a period of 5-10 years, exercisable in the lâst 18 months of the

ex¡st¡ngleaseterm. Managementhavemadethejudgementthattheyarereasonablycertaintoextendth¡sleaseby5years,and
as such this has been factored ¡nto the lease term.

20 Deferred tax l¡abilities

Advanced Cap¡tal

Allowance
f000

Other t¡m¡ng
differences

f000
I nventories

f000
Total
f000

At 7 November 2019

Amounts arising from business combinat¡ons

Release related to the period

(23,8461 (324\ (72,o73],

66,373

(96,243l.

67,2479L4

At 1 January 2021 (22,9321

(r4,26s],

(3241

643

(s,700)

5,700

(28,9s6)

(7,9221Total net charge related to the current year

At 31 December 2021 (37,Ls7l 319 (36,878)

The UK deferred tax liability as at 31 December 2021 was calculated at25%, as this is the rate substantially enacted effective 1

April 2023 atwhichthedeferredtaxliabilìtyisexpectedtounw¡nd. Deferredtaxfortheperiodended3lDecember2020was
calculated at 19%.
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2l Provisions for liab¡l¡ties and charges

British Steel Limited

Annual Report and Financial Statements

for the year from 1 January 2O2LTo 3L December 2021

Environmental
f000

Other
f000

Totâl
f000

At 7 November 2019

Amounts arising from business combinations

Provisions made

39,678
893

200 39,878

893

At 31 December 2020 40,57L 200 40,77L

lncluded ¡n current liabilities

lncluded in non-current liab¡l¡ties 40,57r
200 200

40,57t

At 3X December 2020 40,57L 200 40,771

At 1 January 2021

Provisions ut¡lised

Provisions made

Released to profit and loss

40,57r

43,095

200

(131)

(6e)

40,77t
(13r)

43,095
(6e)

At 3X December 2021 83,666 83,666

lncluded in current liabilities

lncluded ¡n non-current liabilities 83,666 83,666

At 31 December 2021 83,666 83,666

Environ mental provision

{-34JM (2020 f4O.6M) is cost ¡nclusive of landfill tax of disposing waste by-products at the Scunthorpe s¡te. Due to the nature

of th¡s prov¡s¡on, the timing of any settlement ¡s uncertain.

CO2 emissions prov¡s¡on of f49.0M (2020: f nil) represents the carbon shortfall pos¡tion of the Company under the UK Em¡ss¡ons

TradingSchemeatthebalancesheetdate. Theprovisionisexpectedtobesettledw¡thinthenextfiveyears.

Other provisions

At the time ofthe business comb¡nat¡on on 9 March 2020, the Darlington property lease conta¡ned a clause whereby the Company

hadanobligationtocarryoutcerta¡ntenant'sworks. Arestorationprovis¡onoff200kwasrecognisedasat3lDecember2020,
applying IAS 37 Provisions, Contingent Liab¡tities and Contingent Assets. Subsequently, the directors entered into discussions

w¡th the lessor and negot¡ated a wa¡ver of the requirement for these works to be carried out, in return for a one-off payment of
f 131k, which was paid during 2021.

22 Pensions and post-retirement benef¡ts

Dertned contr¡bution pension plan

The Company operates a defined contr¡bution pension plan for all qualìfying employees. The plan is administered by Legal &

General. A min¡mum of 5% of salary is paìd by the employee; Company contributions are capped at 3%.

The total cost charged to income of f12.3M (2020: f8.2M) represents contrlbut¡ons payable to the plan by the Company.

23 Commitments

Row mater¡ols

At the year-end, the Company had entered ¡nto spot value contractual agreements all maturing by early April 2022 with a number

of suppliers to purchase c¡rca 1.3M metric tonnes of various raw materials used in the steel productlon process.

Guarantees given under trade ogreements

The Company has given a guarantee to Npower Limited for f 16M (2020: f 16M).

Foreign currency

As at the year-end, the Company held the following open foreign currency forward contracts:

¡ Purchase USD 3,984,000.00 on 14 February 2022 at USD/GBP exchange rate of 1.3280

. Purchase USD 5,627,000 on 10 March 2022 at USD/EUR exchange rate of 1.1254

¡ Purchase USD 6,675,000 on 29 March 2022 at USD/GBP exchange rate of 1.3350
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24 Called up share capital

British Steel L¡m¡ted

Annual Report and Financial Statements

for the year from 1 January 2O2L To 31 December 2021

202t
c'000

2020
f'000Allotted, issued and fully paid

One f1 ord¡nary share

The sole shareholder of the Company is Jingye Steel (UK) Holding Ltd (see note 26).

25 Reserves

Reta¡ned earnings

Retained earnings represent the accumulated profits and losses of the company.

26 Ult¡mate and immediate parent company

Jingye Steel (UK) Hold¡ng Ltd ls the Company's immed¡ate parent company, which is ¡ncorporated in England Wales, and is the

smallest group to consolidate these financial statements.

Jingye Group Co Ltd, a company incorporated ¡n China (Nandian Town, Pingshan County, Shijiazhuang, Hebei, 050400 Ch¡na), is

the ult¡mate parent company and the largest group to consolidate these financial statements, the accounts of which are

themselves not consolidated further nor legally required to be made publicly available.

The ultimate controlling party is Li GanPo.

27 Events after the balance sheet date

Militarv conflict in Eastern Europe

The sign¡ficant post balance sheet event for the Company was the start of the military conflict in Eastern Europe on 24 February

2022. There were numerous implicat¡ons which are outlined below:

¡ Material Supply. Raw mater¡als purchased from the reg¡on needed to be re-sourced from elsewhere in the world' While th¡s

caused short term disruption from a technical perspective, alternat¡ve and comparable supplies of raw materials are now in

place. This predominately related to injectlon coals for the blast furnace but also required an alternat¡ve source for one of
our blast furnace pellets.

. Energy prices. Energy prices increased following the start of the confl¡ct in February 2022. Ihe increase in energy prices

began from September 2OZL and increased publicity of the energy price impact following the military action fecil¡tated

increases ¡n steel pr¡ces and allowed recovery of early energy price rises before stabil¡sing. Energy prices have remained

volatile with large reductions in pricing in April and May 2022, followed by a sharp rally in July and August 2022 linked to the

geopolitical uncertainty around Russian gas supplies to Europe. At the date these financial statements were signed, current

energy prices remain below the UK Government price cap.

r Commodity Prices. Raw mater¡al prices part¡cularly related to coaland coke rallied to all-t¡me h¡ghs in March and April2022

but have since fallen sign¡ficantly albe¡t trading at levels above the long-term average.

. Steel supply. Lossofsupplyfromtheregionallowedforanincreaseinsemi marketshare.

The summary of market conditions following the start of the military conflict in Eastern Europe has been a period of significant

volatility ¡n both the levels of absolute price and cost but also the level of steel marBins, wh¡ch, together w¡th the other factors

ment¡oned above, have contributed to the Company making significant losses in 2022.

UK Government suþport

Jingye is committed to our long-term future but we also require the UK Government to provide the necessary support, polic¡es

andframeworkstobackourdr¡vetobecomeaclean,greenandsustainablecompany. lnl¡ghtofth¡s,theCompanyisinonSoing
formal fundìng talks with the Government regarding financial assistance with energy costs and decarbonisation projects. The

Government understands the significant impact r¡sing inflation and exceptionally high energy and carbon pr¡ces are having on

businesses l¡ke BSI- particularly during such a key period in its transformation.

Share ¡ssue

On 13 November 2023,100M shares w¡th a nom¡nal value of fl each were allotted and paid up. The consideratlon for these

shares comprised off100M from the Parent Company, Jingye Steel (UK) Hold¡ng Ltd.

A further issue of f100M has been authorised by the Board of Directors.

There were no other s¡gnlf¡cant events s¡nce the balance sheet date which may have a material effect on the financial pos¡tion or

performance of the Company.
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