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Independent Auditor's Report

To the Board of Directors and Shareholders of Feng Hsin Steel Co., Ltd.:

Opinion

We have audited the financial statements of Feng Hsin Steel Co., Ltd. (“ the Company” ), which comprise
the statements of financial position as of December 31, 2024 and 2023, the statement of comprehensive
income, changes in equity and cash flows for the years then ended, and notes to the financial statements,
including a summary of material accounting policies.

In our opinion, based on our audit results and the audit reports of other auditors (please refer to the Other
Matters section), the aforementioned Consolidated Financial Statements present fairly, in all material respects,
the consolidated financial position of Feng Hsin Steel Co., Ltd. and its subsidiaries as of December 31, 2024
and 2023, and their consolidated financial performance and cash flows for the years then ended, in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers, and the
International Financial Reporting Standards, International Accounting Standards, interpretations developed by
the International Financial Reporting Interpretations Committee, and Statement on Internal Control (SIC)

endorsed and issued into effect by the Financial Supervisory Commission.

Basis for Opinions

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and the Standards on Auditing of the ROC. Our
responsibilities under those standards are further described in the section “Auditors’ Responsibilities for the
Audit of the Consolidated Financial Statements.” We are independent of the Company in accordance with The
Norm of Professional Ethics for Certified Public Accountant of the Republic of China, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. Based on our audits and the reports of
other auditors, we believe that we have obtained sufficient and appropriate audit evidence to provide a basis

for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the Consolidated Financial Statements of Feng Hsin Steel Co., Ltd. and its subsidiaries for the year
ended December 31, 2024. These matters were addressed in the context of our audit of the Consolidated
Financial Statements as a whole and in forming our opinion thereon, and we do not provide a separate opinion

on these matters.



Valuation of Inventories

As of December 31, 2024, Feng Hsin Steel Co., Ltd. and its subsidiaries' net inventories amounted to
NT$7,544,482 thousand, representing 28% of the total consolidated assets, which was material to the
Consolidated Financial Statements. The Group manufactures and sells various types of steel products, with the
main raw material being steel scrap. Since both raw materials and finished products are affected by
international price fluctuations, material changes in inventory prices may be caused, making the calculation of
net realizable values complex. Therefore, we determined valuation of inventories to be a key audit matter.

Our audit procedures included (but were not limited to) obtained an understanding of and testing the
effectiveness of internal controls established by management for inventories, evaluating the appropriateness
of accounting policies formulated by management for slow-moving and obsolete inventories, assessing
management's inventory physical count plan, selecting significant inventory locations and conducting on-site
observation of inventory physical count to verify the quantity and condition of inventories, and obtaining
inventory aging reports to test the accuracy of inventory movement records. We recalculated the unit cost of
inventories, evaluated the net realizable value used by management for inventory valuation, tested the selling
prices, and performed analytical procedures on gross profit margins by product category. We also took the
appropriateness of disclosure related to inventories in Note 6 of the financial statements into consideration.

Other Matters - Reference to the Audit of Other Auditors

Included in Feng Hsin Steel Co., Ltd.'s parent company-only financial statements, some of the investees'
financial statements were not audited by us but by other auditors. Therefore, our opinion on the aforementioned
parent-company-only financial statements, with respect to the amounts included in the financial statements of
these investees, is based on the audit reports issued by other auditors. As of December 31, 2024 and 2023, the
equity-accounted investments in these investees amounted to NT$1,074,091 thousand and NT$985,686
thousand, respectively, both representing 4% of the total assets. The share of profit or loss of subsidiaries,
associates, and joint ventures accounted for using the equity method for the periods from for the years ended
December 31, 2024 and 2023 amounted to NT$199,544 thousand and NT$120,915 thousand, respectively,
representing 7% and 4% of profit before tax. The share of other comprehensive income of subsidiaries,
associates, and joint ventures accounted for using the equity method amounted to NT$309 thousand and
NTS$141 thousand, respectively, both constituting 0% of the net amount of other comprehensive income.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, and the International Financial Reporting Standards, International Accounting Standards,
Interpretations developed by the International Financial Reporting Interpretations Committee or the former
Standing Interpretations Committee as endorsed and issued into effect by the Financial Supervisory
Commission, and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance of the Group (including the Audit Committee) are responsible for
overseeing the financial reporting process.



Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the Standards on Auditing of the ROC will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with the Standards on Auditing of the ROC, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of

internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

4. Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the consolidated financial statements
(including the related notes), and whether the consolidated financial statements represent the

underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit, and are solely
responsible for forming the group audit opinion.



We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings (including any significant deficiencies in internal control

that we identify during our audit).

We also provide those charged with governance a statement confirming that the personnel subject to the
independence rules of our firm have complied with the relevant ethical requirements regarding independence,
and communicate to them all relationships and other matters that may reasonably be considered to affect our

independence, along with any related safeguards, where applicable.

We determined the key audit matters for the 2024 consolidated financial statements of Feng Hsin Steel
Co., Ltd. and its subsidiaries from the matters communicated with those charged with governance. We describe
these matters in our auditor’s report unless law or regulation prohibits public disclosure of the matter or, in
extremely rare circumstances, we determine that the adverse consequences of such communication would
reasonably be expected to outweigh the public interest benefits of disclosure.

Other

Feng Hsin Steel Co., Ltd. has prepared its Parent-company-only Financial Statements for the years ended

December 31, 2024 and 2023, for which we have issued audit reports with unqualified opinions for reference.

Emst & Young, Taiwan

Chen Ming-Hung
Auditors:
Tu Chin-Yuan

February 25, 2025

Notice to Readers

The accompanying consolidated financial statements are intended only to present the consolidated financial position,
results of operations and cash flows in accordance with accounting principles and practices generally accepted in the
Republic of China and not those of any other jurisdictions. The standards, procedures and practices to audit such

consolidated financial statements are those generally accepted and applied in the Republic of China.



Feng Hsin Steel Co., Ltd. and Subsidiaries
Consolidated Balance Sheets
December 31, 2024 and 2023
Unit: NT$ thousands

Assets December 31, 2024 December 31, 2023
Code Item Notes Amount % Amount %
Current assets
1100 | Cash and cash equivalents 4 and 6.1 $1,171,339 4 $992,599 4
1120 rmanj:lal assers at Tair value trougn otier comprenensive mcome - 4and 6.2 576,091 2 1,130,016 4
1140 | Contract assets-current 4 and 6.14.15 445,783 2 537,601 2
1150 | Notes receivable-net 4and 6.15 12,845 - 10,014 -
1170 | Accounts receivable-net 4and 6.3.15 1,969,168 8 1,947,572 7
1200 | Other receivables 4 10,324 - 19,306 -
130x | Inventories 4 and 6.4 7,544,482 28 7,786,837 29
1410 | Prepayment 6.5 580,512 2 534,608 2
1470 | Other current assets 37,446 - 33,604 -
11xx Total current assets 12,347,990 46 12,992,157 48
Non-current assets
1517 Financial assets at fair value through other comprehensive income - 4and 62 1,487,386 6 1,444,171 5
non-current
1550 | Investment under equity method 4 and 6.6 1,559,345 6 1,526,279 6
1600 | Property, plant and equipment 4 and 6.7 9,680,989 36 9,587,374 35
1755 | Right-of-use assets 4 and 6.16 749,701 3 416,107 2
1760 | Investment property-net 4 and 6.8 682,594 3 686,541
1840 | Deferred income tax assets 4 and 6.20 107,094 - 102,228 -
1900 | Other non-current assets 4 and 6.9.12 73,286 - 292,487 1
15xx Total non-current assets 14,340,395 54 14,055,187 52
Ixxx |Total assets $26,688,385 100 $27,047,344 100

(Please refer to the Notes for Consolidated Financial Statements.)




Feng Hsin Steel Co., Ltd. and Subsidiaries
Consolidated Balance Sheets (Continued)
December 31, 2024 and 2023
Unit: NT$ thousands

Liabilities and Equity December 31, 2024 December 31, 2023

Code Item Notes Amount % Amount %

Current liabilities
2100 | Short-term loans 4 and 6.10 $987,596 4 $1,950,094 7
2130 | Contract liabilities-current 4 and 6.14 82,850 - 77,630 -
2150 | Notes payable 712 - 452 -
2170 | Accounts payable 7 1,332,049 5 1,570,989 6
2200 | Other payables 6.11 923,316 4 781,984 3
2230 | Current income tax liabilities 4 282,927 1 278,418 1
2280 | Lease liabilities - current 4 and 6.16 61,039 - 48,199 -
2300 | Other current liabilities 2,515 - 1,999 -
21xx Subtotal of current liabilities 3,673,004 14 4,709,765 17

Non-current liabilities
2570 | Deferred income tax liabilities 4 and 6.20 32,835 - 29,544 -
2580 | Lease liabilities - non-current 4 and 6.16 700,357 3 372,420 2
2640 | Net defined benefit liabilities-non-current 4 and 6.12 20,230 - 5,730 -
2645 | Deposits received 781 - 668 -
25xx Subtotal of non-current liabilities 754,203 3 408,362 2
2xxx |Total liabilities 4,427,207 17 5,118,127 19

31xx |Equity attributed to the owner of parent company
3100 | Capital stock

3110 Capital stock-common shares 6.13 5,815,994 22 5,815,994 21
3200 | Capital surplus 6.13 454,672 2 454,032 2
3300 | Retained earnings 6.13

3310 Legal reserve 5,611,412 21 5,378,751 20
3320 Special reserve 55,951 - 198,786 1
3350 Unallocated earnings 10,569,674 39 10,137,605 37
33xx Subtotal of retained earnings 16,237,037 60 15,715,142 58

3400 | Other equity
Unrealized gain or loss on financial assets at fair value through other

3420 Lo (246,525) (1) (55,962) -

comprehensive income
Gains (losses) on hedging instruments — associates and joint ventures

3453 . ; - - 11 -
accounted for using eauitv method

3400 Subtotal of other equity (246,525) (€)] (55,951) -

3xxx |Total equity 22,261,178 83 21,929,217 81
Total liabilities and equity $26,688,385 100 $27,047,344 100

(Please refer to the Notes for Consolidated Financial Statements.)




Feng Hsin Steel Co., Ltd. and Subsidiaries
Consolidated Statements of Comprehensive Income
For the Years Ended December 31, 2024 and 2023
Unit: NT$ thousands

Code Ttem Notes 2024 2023
Amount % Amount %

4100 [Operating revenue 4and 6.14 $34,379,324 100 $34,882,023 100
5000 [Operating cost 6.17 and 7 (30,724,826) (90) (31,326,299) (90)
5900 [Gross profit 3,654,498 10 3,555,724 10
6000 |Operating expenses 6.17
6100 | Selling expenses (418,523) (1) (414,505) (1)
6200 | Administrative expenses (417,896) (€8] (387,694) (1)
6300 | R&D expenses (45,342) - (43,170) -

Total operating expenses (881,761) 2) (845,369) 2)
6900 |Operating income 2,772,737 8 2,710,355 8
7000 |Non-operating revenue and expenditure 4 and 6.18
7100 | Interest revenue 6,555 - 5,934 -
7010 | Other revenue 148,871 1 134,667 -
7020 | Other gains and losses (29,491) - (13,134) -
7050 | Financial cost (44,025) - (40,805) -
7060 mSe};Ef::is of associates and joint ventures accounted for using equity 6.6 144219 ) 104,904 )

Total non-operating revenue and expenditure 226,129 1 191,566 -
7900 [Net income 2,998,866 9 2,901,921 8
7950 |Income tax expenses 4 and 6.20 (523,847) 2) (526,430) 2)
8200 |Current net profit 2,475,019 7 2,375,491 6
8300 |Other comprehensive income 6.19
8310 |Items not re-classified into income
8311 | Remeasurement of defined benefit plans (27,647) - (108,746) -
8316 | Equity instrument at fair value through other comprehensive income

Unrealized valuation gain or loss on investments (79,646) - 189,998 1
8320 | Associates and joint ventures accounted for using Equity method

Other comprehensive income -Items not re-classified into income 295 - 411 -
8349 | Income tax on items not reclassified to profit or loss 5,471 - 21,667 -
8300 |Other comprehensive income for the period (net after tax) (101,527) - 103,330 1
8500 |Total current comprehensive income $2,373,492 7 $2,478,821 7
8600 |Profit attributable to:
8610 [ Owner of parent company $2,475,019 $2,375,491
8620 | Non-controlling equity - -

$2,475,019 $2,375,491
8700 |Comprehensive income attributable to:
8710 | Owner of parent company $2,373,492 $2,478,821
8720 | Non-controlling equity - -
$2,373,492 $2,478,821
EPS (NT$) 4 and 6.21

9750 | Basic EPS $4.26 $4.08
9850 | Diluted EPS $4.23 $4.06

(Please refer to the Notes for Consolidated Financial Statements.)




Feng Hsin Steel Co., Ltd. and Subsidiaries
Consolidated Statements of Changes in Shareholders' Equity
For the Years Ended December 31, 2024 and 2023

Unit: NT$ thousands

Equity attributed to the owner of parent company

Retained earnings Other equity item
Unrealized gains
losses) from . ;
Item R . ( Total equit;
Capital stock Capital surplus . Unallocated financial Fair value Gains (lo§ses) on ity
Legal reserve Special reserve . . hedging
earnings transactions through .
instruments
Other
comprehensive
Code 3100 3200 3310 3320 3350 3420 3450 3xxx
Al.  [Balance on January 1, 2023 $5,815,994 $453,308 $5,068,002 $- $10,646,924 $(198,581) $(205) $21,785,442
Appropriation and distribution of 2022 retained earnings
Bl1. Provision of legal reserve 310,749 (310,749) -
B3. Provision of special reserve 198,786 (198,786) -
BS Common share cash dividend (2,326,398) (2,326,398)
Changes in other capital surplus
C7 Changes in associates and joint ventures under the equity method 55 (9,372) 9,317)
C17 Other changes in capital surplus 669 669
D1 |Net profit for 2023 2,375,491 2,375,491
D3 |Other comprehensive income for 2023 (86,884) 189,998 216 103,330
D5 Total current comprehensive income - - - - 2,288,607 189,998 216 2,478,821
Q1 Disposal of gqu{ty instruments at fair value through other 47379 (47,379) )
comprehensive income
Z1  |Balance on December 31, 2023 $5,815,994 $454,032 $5,378,751 $198,786 $10,137,605 $(55,962) $11 $21,929,217
Al.  [Balance on January 1, 2024 $5,815,994 $454,032 $5,378,751 $198,786 $10,137,605 $(55,962) $11 $21,929,217
Appropriation and distribution of 2023 retained earnings
Bl1. Provision of legal reserve 232,661 (232,661) -
BS5 Common share cash dividend (2,035,598) (2,035,598)
B17 Reversal of special reserve (142,835) 142,835 -
Changes in other capital surplus
C7 Changes in associates and joint ventures under the equity method (21) (6,573) (6,594)
C17 Other changes in capital surplus 661 661
D1 |Net profit for 2024 2,475,019 2,475,019
D3 |Other comprehensive income for 2024 (21,870) (79,646) (11) (101,527)
DS |Total current comprehensive income - - - - 2,453,149 (79,646) (11) 2,373,492
Q1 Disposal of gqu{ty instrument at fair value through other 110917 (110917) )
comprehensive income
Z1  |Balance on December 31, 2024 $5,815,994 $454,672 $5,611,412 $55,951 $10,569,674 $(246,525) $- $22,261,178

(Please refer to the Notes for Consolidated Financial Statements.)




Feng Hsin Steel Co., Ltd. and Subsidiaries

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2024 and 2023

Unit: NT$ thousands

Code Item 2024 2023
AAAA |Cash flow from operating activities:
A10000 |Current income before tax $2,998,866 $2,901,921
A20000 |Adjustments:
A20010 | Adjustments to reconcile profit (loss):
A20100 Depreciation expenses 1,192,573 1,156,509
A20200 Various amortizations 10,616 2,426
A20900 Interest expenses 44,025 40,805
A21200 | Interest revenue (6,555) (5,934)
A21300 | Dividend revenue (118,759) (110,393)
A22300 Share of profit of associates and joint ventures accounted for using equity methc (144,219) (104,904)
A22500 | Loss (gain) on disposal of property, plant, and equipment (1,077) 18,085
A30000 | Changes in operating activities related to Current assets/Liabilities:
A31125 Decrease in contract assets-current 91,818 103,114
A31130 | Increase in notes receivable (2,170) (4,666)
A31150 | (Increase) decrease in accounts receivable (21,596) 76,342
A31180 Decrease in other receivables 8,983 3,162
A31200 | Decrease (increase) in inventories 243,582 (1,556,237)
A31230 | Increase in prepayments (61,345) (87,011)
A31240 | Increase in other current assets (3,842) (10,029)
A32125 Increase (decrease) in contract liabilities-current 5,220 (5,923)
A32130 | Increase in notes payable 260 119
A32150 | (Decrease) increase in accounts payable (238,940) 276,135
A32180 | Increase (decrease) in other payables 141,948 (154,138)
A32230 | Increase in other current liabilities 516 797
A32240 | Decrease in net defined benefit liabilities (13,147) (103,016)
A33000 | Cash inflow from operations 4,126,757 2,437,164
A33100 Interest collected 6,554 5,933
A33200 Dividends collected 118,759 116,693
A33300 | Interest paid (36,247) (36,384)
A33500 | Income tax paid (515,442) (564,304)
AAAA Cash flow from operating activities 3,700,381 1,959,102

(Please refer to the Notes for Consolidated Financial Statements.)
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Consolidated Statements of Cash Flows (Continued)
For the Years Ended December 31, 2024 and 2023

Feng Hsin Steel Co., Ltd. and Subsidiaries

Unit: NT$ thousands

Code Item 2024 2023
BBBB [Cash flow from investing activities::
B00020 | Disposal of financial assets at fair value through other comprehensive income 431,064 424,972
B01800 | Acquisition of investment under the equity method 9,812) (15,520)
B02700 | Acquisition of property, plant, and equipment (1,219,088) (1,528,907)
B02800 | Disposal of property, plant, and equipment 2,348 30
B06800 | Decrease (increase) in other non-current assets 219,201 (31,986)
B07600 | Dividends collected 114,666 172,975
BBBB Net cash outflow from investing activities (461,621) (978,436)
CCCC |Cash flow from financing activities:
C00100 | Increase (decrease) in short-term loan (962,498) 1,088,027
C03000 | Increase in guarantee deposits received 113 637
C04020 | Payment of lease liabilities (62,037) (50,014)
C04500 | Cash dividends (2,035,598) (2,326,398)
CcccC Net cash outflow from financing activities (3,060,020) (1,287,748)
EEEE [Net increase (decrease) in cash and cash equivalents 178,740 (307,082)
E00100 |Balance of cash and cash equivalents, beginning 992,599 1,299,681
E00200 |Balance of cash and cash equivalents, ending $1,171,339 $992,599

(Please refer to the Notes for Consolidated Financial Statements.)
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Feng Hsin Steel Co., Ltd. and Subsidiaries
Note to the Consolidated Financial Statements

For the years ended December 31, 2024 and 2023
(Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

1. Company History

Feng Hsin Steel Co., Ltd. (hereinafter referred to as "the Company") was established in 1969,
originally engaged in the manufacturing, processing and trading of various triangle iron, angle
iron, round iron, flat iron, iron plate, etc., the operation and investment of various incidental
businesses.along with June 1989 The No. 2 Steel Rolling Mill was completed and put into
operation, and officially entered the field of special steel to produce carbon steel and special
steel. The Company No. 2 Steel Mill completed a hot test in 1997 and officially produced the
special steel billet required for No. 2 Steel Rolling Mill and No. 1 Steel Rolling Mill, in order
to control quality and reduce costs. 1991 and The Company shares were approved for listing by
the competent authority in were officially listed on the Taiwan Stock Exchange on May 25,
1992. The registered office and the main business location are No. 998, Sec. 1, Jiahou Rd.,
Houli Dist., Taichung City.

2. Date and Procedures of Approval of the Financial Reports

The consolidated financial statements of the Company and its subsidiaries (“the Group”) for the
years ended December 31, 2024 and 2023 were authorized for issue by the Board of Directors
on February 25, 2025.

3. Application of New Standards, Amendments, and Interpretations

1. Changes in accounting policies resulting from initial application of International Financial
Reporting Standards

The Group applied the International Accounting Standards (IAS), IFRIC Interpretations
(IFRIC), and Statement on Internal Control (SIC) endorsed and issued by the Financial
Supervisory Commission beginning on or after January 1, 2024. The adoption of these new
standards and amendments had no material impact on the Group.

2. Standards or interpretations issued, revised or amended, by the International Accounting
Standards Board (IASB) which are endorsed by the Financial Supervisory Commission
(FSC), but not yet adopted by the Group as of the end of the reporting period are listed

below.
Items | New, Revised or Amended Standards and Interpretations Effectlg/; azg[%lssued
1 |Lack of Exchangeability (Amendments to IAS 21) January 1, 2025

(1) Lack of Exchangeability (Amendments to IAS 21)

These amendments specify whether a currency is exchangeable into another currency

and, when it is not, to determining the exchange rate to use and the disclosures to provide.
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Feng Hsin Steel Co., Ltd. and Subsidiaries Note to the Consolidated Financial Statements (continued)
(Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

The above amendments are applicable for fiscal periods beginning on or after 1 January
2025 and have no material impact on the Group.

3. Standards or interpretations issued, revised or amended, by IASB which have not been
endorsed by FSC, and not yet adopted by the Group as at the end of the reporting period are

listed below.
Items | New, Revised or Amended Standards and Interpretations Effective Date Issued
by IASB

IFRS 10 "Consolidated Financial Statements" and IAS 28

. "Investments in Associates and Joint Ventures" — Sale or| To be determined by
Contribution of Assets between an Investor and Its Associate IASB
or Joint Ventures

b [IFRS 17 “Insurance Contracts” January 1, 2023
IFRS 18 '"Presentation and Disclosure in Financial

c " January 1, 2027
Statements

d Disclosure Initiative —Subsidiaries without Public January 1,2027

Accountability: Disclosures (IFRS 19)

. Amendments to Classification and Measurement of Financial Januarv 1. 2026
Instruments (Amendments to IFRS 9 and IFRS 7) v

Annual Improvements to IFRS Accounting Standards—

Volume 11 January 1, 2026

Contracts  Referencing  Nature-dependent  Electricity

(Amendments to IFRS 9 and IFRS 7) January 1,2026

(a) IFRS 10 "Consolidated Financial Statements" and IAS 28 "Investments in Associates
and Joint Ventures" — Sale or Contribution of Assets between an Investor and Its
Associate or Joint Ventues

The amendments address the inconsistency between the requirements in IFRS 10
Consolidated Financial Statements and IAS 28 Investments in Associates and Joint
Ventures, in dealing with the loss of control of a subsidiary that is contributed to an
associate or a joint venture. IAS 28 restricts gains and losses arising from contributions
of non-monetary assets to an associate or a joint venture to the extent of the interest
attributable to the other equity holders in the associate or joint ventures. IFRS 10 requires
full profit or loss recognition on the loss of control of the subsidiary. IAS 28 was amended
so that the gain or loss resulting from the sale or contribution of assets that constitute a
business as defined in IFRS 3 between an investor and its associate or joint venture is

recognized in full.

IFRS 10 was also amended so that the gains or loss resulting from the sale or contribution

of a subsidiary that does not constitute a business as defined in IFRS 3 between an investor
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Feng Hsin Steel Co., Ltd. and Subsidiaries Note to the Consolidated Financial Statements (continued)
(Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

and its associate or joint venture is recognized only to the extent of the unrelated investors’

interests in the associate or joint venture.
(b) IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects (including recognition, measurement, presentation and disclosure
requirements). The core of IFRS 17 is the General (building block) Model, under this
model, on initial recognition, an entity shall measure a group of insurance contracts at the
total of the fulfilment cash flows and the contractual service margin. The carrying amount
of a group of insurance contracts at the end of each reporting period shall be the sum of

the liability for remaining coverage and the liability for incurred claims.

Other than the General Model, the standard also provides a specific adaptation for
contracts with direct participation features (the Variable Fee Approach) and a simplified

approach (Premium Allocation Approach) mainly for short-duration contracts.

IFRS 17 was issued in May 2017 and it was amended in 2020 and 2021. The amendments
include deferral of the date of initial application of IFRS 17 by two years to annual
beginning on or after 1 January 2023 (from the original effective date of 1 January 2021);
provide additional transition reliefs; simplify some requirements to reduce the costs of
applying IFRS 17 and revise some requirements to make the results easier to explain.
IFRS 17 replaces an interim Standard — IFRS 4 Insurance Contracts — from annual

reporting periods beginning on or after 1 January 2023.

(c) IFRS 18 "Presentation and Disclosure in Financial Statements"

IFRS 18 replaces IAS 1 Presentation of Financial Statements. The main changes are as
below:

(1) Improved comparability in the statement of profit or loss (income statement)

FRS 18 requires entities to classify all income and expenses within their statement of
profit or loss into one of five categories: operating; investing; financing; income
taxes; and discontinued operations. The first three categories are new, to improve the
structure of the income statement, and requires all entities to provide new defined
subtotals, including operating profit or loss. The improved structure and new
subtotals will give investors a consistent starting point for analyzing entities’
performance and make it easier to compare entities.

(2) Enhanced transparency of management-defined performance measures
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IFRS 18 requires entities to disclose explanations of those entity-specific measures
that are related to the income statement, referred to as management-defined

performance measures.

(3) Useful grouping of information in the financial statements
IFRS 18 sets out enhanced guidance on how to organize information and whether to
provide it in the primary financial statements or in the notes. The changes are
expected to provide more detailed and useful information. IFRS 18 also requires
entities to provide more transparency about operating expenses, helping investors to
find and understand the information they need.

(d) Disclosure Initiative— Subsidiaries without Public Accountability: Disclosures (IFRS
19)

This standard permits subsidiaries without public accountability to provide reduced
disclosures when applying IFRS Accounting Standards in their financial statements.
IFRS 19 is optional for subsidiaries that are eligible and sets out the disclosure

requirements for subsidiaries that elect to apply it.

(¢) Amendments to the Classification and Measurement of Financial Instruments —
Amendments to IFRS 9 and IFRS 7

The amendments include:

(1) Clarify that a financial liability is derecognised on the settlement date and describe
the accounting treatment for settlement of financial liabilities using an electronic
payment system before the settlement date.

(2) Clarify how to assess the contractual cash flow characteristics of financial assets that
include environmental, social and governance (ESG)-linked features and other
similar contingent features.

(3) Clarify the treatment of non-recourse assets and contractually linked instruments.

(4) Require additional disclosures in IFRS 7 for financial assets and liabilities with
contractual terms that reference a contingent event (including those that are ESG-
linked), and equity instruments classified at fair value through other comprehensive
income.

(f) Annual Improvements to IFRS Accounting Standards—Volume 11

(1) Amendments to IFRS 1
(2) Amendments to IFRS 7
(3) Amendments to Guidance on implementing IFRS 7
(4) Amendments to IFRS 9
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(5) Amendments to IFRS 10
(6) Amendments to IAS 7

(g) Contracts Referencing Nature-dependent Electricity (Amendments to IFRS 9 and IFRS
7)

The amendments include:

(1) Clarify the application of the ‘own-use’ requirements.

(2) Permit hedge accounting if these contracts are used as hedging instruments.

(3) Add new disclosure requirements to enable investors to understand the effect of
these contracts on a company’s financial performance and cash flows.

The abovementioned standards and interpretations issued by the IASB have not yet been
endorsed by the FSC at the date when the Company financial statements were authorized
for issue. The new or amended standards and interpretations have no material impact on the
Company.

4. Summary of Significant Accounting Policies

1. Statement of compliance

The consolidated financial statements of the Group for the years ended December 31, 2024
and 2023 have been prepared in accordance with Regulations Governing the Preparation of
Financial Reports by Securities Issuers. and International Financial Reporting Standards,
International Accounting Standards, IFRIC Interpretations, and Statement on Internal
Control (SIC) as endorsed by the Financial Supervisory Commission.

2. Basis of preparation
The consolidated financial statements have been prepared on a historical cost basis, except
for financial instruments that have been measured at fair value. The consolidated financial
statements are expressed in thousands of New Taiwan Dollars (“NT$”) unless otherwise
stated.

3. Basis of consolidation

Preparation principle of consolidated financial statement

Control is achieved when the Group is exposed or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power
over the investee. Specifically, the Group controls an investee if and only if the Group has:

(1) Power over the investee (i.e. existing rights that give it the current ability to direct
therelevant activities of the investee), and

(2) Exposure, or rights, to variable returns from its involvement with the investee, and

(3) The ability to use its power over the investee to affect its returns
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When the Group has less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power over
an investee, including:

(1) The contractual arrangement with the other vote holders of the investee
(2) Rights arising from other contractual arrangements
(3) The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control.

Subsidiaries are fully consolidated from the acquisition date, being the date on which the
Company obtains control, and continue to be consolidated until the date that such control
ceases. The financial statements of the subsidiaries are prepared for the same reporting
period as the parent company, using uniform accounting policies. All intra-group balances,
income and expenses, unrealized gains and losses and dividends resulting from intra-group
transactions are eliminated in full.

A change in the ownership interest of a subsidiary, without a change of control, is accounted
for as an equity transaction.

Total comprehensive income of the subsidiaries is attributed to the owners of the parent and
to the non-controlling interests even if this results in the non-controlling interests having a
deficit balance.

If the Company loses control of a subsidiary, it:

(1) Derecognizes the assets (including goodwill) and liabilities of the subsidiary;

(2) Derecognizes the carrying amount of any non-controlling interest;

(3) Recognizes the fair value of the consideration received;

(4) Recognizes the fair value of any investment retained;

(5) reclassifies the parent’s share of components previously recognized in other
comprehensive income to profit or loss or retain earnings;

(6) The resulting difference is recognized in profit or loss

The consolidated entities are as follows:

Percentage of Equity eldH

Name of Name of
investor Subsidiary Main Business  2024.12.31 2023.12.31
The Company Great ortune General 100% 100%

olding imitedFHL investment LIMITED LIMITED
4. Foreign currency transactions
The Group consolidated financial statements are presented in NT$, which is also the
Company’s functional currency. Each entity in the Group determines its own functional

currency and items included in the financial statements of each entity are measured using
that functional currency.
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Transactions in foreign currencies are initially recorded by the Group entities at their
respective functional currency rates prevailing at the transaction date. Monetary assets and
liabilities denominated in foreign currencies are translated at the functional currency closing
rate of exchange ruling at the reporting date. Non-monetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date when the fair value is
determined. Non-monetary items that are measured at historical cost in a foreign currency
are translated using the exchange rates as at the dates of the initial transactions.

All exchange differences arising on the settlement of monetary items or on translating
monetary items are taken to profit or loss in the period in which they arise except for the
following:

(1) Exchange differences arising from foreign currency borrowings for the acquisition of
assets that meet the requirements are treated as an adjustment to interest costs and
capitalized as part of the cost of the borrowing for assets.

(2) Foreign currency items falling under the scope of International Financial Reporting
Standards (IFRS) 9 are accounted for in accordance with the “Financial Instruments”
accounting policies.

(3) When a reporting entity holds a portion of its net investment in foreign operations
denominated in a foreign currency, any resulting exchange differences are initially
recognized in other comprehensive income. Subsequently, upon disposal of the net
investment, these exchange differences are reclassified from equity to the income
statement.

When a gain or loss on a non-monetary item is recognized in other comprehensive income,
any exchange component of that gain or loss is recognized in other comprehensive income.
When a gain or loss on a non-monetary item is recognized in profit or loss, any exchange
component of that gain or loss is recognized in profit or loss.

5. Classification of current and non-current assets and liabilities

All assets that meet one of the following criteria are classified as current assets; otherwise,
they are classified as non-current assets:

(1) The group expects to realize the assets in its normal operating cycle or intends to sell or
consume them.

(2) Holding the assets primarily for trading.

(3) The group expects to realize the assets within twelve months after the reporting period.

(4) Cash or cash equivalents, except that the assets are restricted from being exchanged or
used to settle liabilities at least 12 months after the reporting period.

All other assets are classified as non-current. A liability is classified as current when:

(1) The group expects to settle liabilities in its normal operating cycle.

(2) Holding the liabilities primarily for trading.

(3) The liabilities are due to be settled within twelve months after the reporting period.

(4) The Group does not have the right at the end of the reporting period to defer settlement of
the liability for at least twelve months after the reporting period.
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6. Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand deposits and short-term, highly
liquid time deposits (including ones that have maturity within 3 months) or investments that
are readily convertible to known amounts of cash and which are subject to an insignificant
risk of changes in value.

7. Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities within the scope of IFRS 9 Financial Instruments are
recognized initially at fair value plus or minus, in the case of investments not at fair value
through profit or loss, directly attributable transaction costs.

(1) Financial nstruments: Recognition and Measurement

The Group accounts for regular way purchase or sales of financial assets on the trade
date.

The Group classified financial assets as subsequently measured at amortized cost, fair
value through other comprehensive income or fair value through profit or loss

considering both factors below:

A. The Group business model for managing the financial assets and,
B. The contractual cash flow characteristics of assets

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if both of the following conditions are
met and presented as note receivables, trade receivables, financial assets measured at
amortized cost and other receivables etc., on balance sheet as at the reporting date:

A. The financial asset is held within a business model whose objective is to hold
financial assets in order to collect contractual cash flows, and

B. The contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount
outstanding.

Such financial assets are subsequently measured at amortized cost (the amount at which
the financial asset is measured at initial recognition minus the principal repayments, plus
or minus the cumulative amortization using the effective interest method of any
difference between the initial amount and the maturity amount and adjusted for any loss
allowance). A gain or loss is recognized in profit or loss when derecognizing, amortizing
process or recognizing the impairment gains or losses.

Interest revenue is calculated by using the effective interest method. This is calculated

by applying the effective interest rate to the gross carrying amount of a financial asset
except for:

19



Feng Hsin Steel Co., Ltd. and Subsidiaries Note to the Consolidated Financial Statements (continued)
(Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

A. For purchased or originated credit-impaired financial assets, multiply the credit-
adjusted effective interest rate by the amortized cost of the financial assets.

B. For financial assets that are not purchased or originated credit-impaired financial
assets but subsequently become credit-impaired financial assets, the ompany
applies the effective interest rate to the amortized cost of the financial asset in
accordance with assets.

Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if both
of the following conditions are met:

A. The business model for managing assets: collecting contractual cash flows and
selling financial assets.

B. The contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount
outstanding.

Recognition of gain or loss related to this type of financial asset is described as follows:

A. Before derecognition or reclassification, gains or losses are recognized in other
comprehensive income, except for impairment gains or losses and foreign currency
translation gains or losses, which are recognized in profit or loss.

B. Upon derecognition, the cumulative gain or loss previously recognized in ther
comprehensive income is reclassified from quity to profit or loss as a reclassification
adjustment.

C. Interest revenue is calculated by using the effective interest method (effective
interest rate multiplied by the total carrying amount of the financial assets), except:

(a) When a financial asset is purchased or originated credit-impaired, multiply the
credit-adjusted effective interest rate by the amortized cost of the financial
assets.

(b) When the financial asset is not purchased, but subsequently become credit-
impaired, the effective interest rate is multiplied by the amortized cost of the
financial asset in subsequent reporting periods.

Besides, for certain equity investments within the scope of IFRS 9 that neither held for
trading nor contingent consideration recognized by an acquirer in a business
combination to which IFRS 3 applies, the Group made an irrevocable election to present
the changes of the fair value in other comprehensive income at initial recognition.are
Amounts presented in other comprehensive income shall not be subsequently
transferred to profit or loss (when disposal of such equity instrument, its cumulated
amount included in other components of equity is transferred directly to the retained
earnings) and these investments should be presented as financial assets measured at fair
value through other comprehensive income on the balance sheet. Dividends on such
investment are recognized in profit or loss unless the dividends represent a recovery of
part of the cost of investment.
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(2) Impairment of Assets

The Group recognizes a loss allowance for expected credit losses on debt instrument
investments measured at fair value through other comprehensive income and financial
asset measured at amortized cost.

The Group measures expected credit losses of a financial instrument in a way that
reflects:

A. An unbiased and probability-weighted amount that is determined by evaluating a
range of possible outcomes

B. Time value of money

C. Reasonable and supportable information that is available without undue cost or
effort at the reporting date about past events, current conditions and forecasts of
future economic conditions.

The loss allowance is measured as follows:

A. Atan amount equal to 12-month expected credit losses: the credit risk on a financial
asset has not increased significantly since initial recognition or the financial asset
is determined to have low credit risk at the reporting date. In addition, the Group
measures the loss allowance at an amount equal to lifetime expected credit losses
in the previous reporting period but determines at the current reporting date that the
credit risk on a financial asset has increased significantly since initial recognition is
no longer met.

B. At an amount equal to the lifetime expected credit losses: the credit risk on a
financial asset has increased significantly since the initial recognition or a financial
asset that is purchased or originated credit-impaired financial asset.

C. For trade receivables or contract assets arising from transactions within the scope
of IFRS 15, the Group measures the loss allowance at an amount equal to lifetime
expected credit losses.

D. For lease receivables arising from transactions within the scope of IFRS 16, the
Group measures the loss allowance at an amount equal to lifetime expected credit
losses.

At each reporting date, the Group needs to assess whether the credit risk on a financial
asset has increased significantly since initial recognition by comparing the risk of a
default occurring at the reporting date and the risk of default occurring at initial
recognition. Please refer to Note 12 for further details on credit risk.

(3) Derecognition of Assets
A financial asset is derecognized when:
A. The rights to receive cash flows from the asset have expired.

B. The Group has transferred the asset and substantially all the risks and rewards of
the asset have been transferred
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C. The Group has neither transferred nor retained substantially all the risks and
rewards of the asset but has transferred control of the asset.

On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the consideration received or receivable including any cumulative gain or
loss that had been recognized in other comprehensive income, is recognized in profit
or loss.

Liabilities and Equity

Classification of iabilities or quityle

The Group classifies the instrument issued as a financial liability or an equity
instrument in accordance with the substance of the contractual arrangement and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument refers to any contract that recognizes the remaining quity after
deducting all liabilities from assets. e the equity instrument issued by the group is
recognized at the amount obtained after deducting the direct issuance costs.

Financial liabilities

Financial liabilities within the scope of IFRS 9 Financial Instruments are classified as
financial liabilities at fair value through profit or loss or financial liabilities measured
at amortized cost upon initial recognition.

Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include interest-bearing loans and
borrowings that are subsequently measured using the effective interest rate method
after initial recognition. Gains and losses are recognized in profit or loss when the
liabilities are derecognized as well as through the effective interest rate method
amortization process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is
discharged or canceled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially
modified (whether or not attributable to the financial difficulty of the debtor), such an
exchange or modification is treated as a derecognition of the original liability and the
recognition of a new liability, and the difference in the respective carrying amounts and
the consideration paid, including any non-cash assets transferred or liabilities assumed,
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is recognized in profit or loss.
(5) Offsetting of Assets and Liabilities
Reported in the balance sheet if, and only if, there is a currently enforceable legal right

to offset the recognized amounts and there is an intention to settle on a net basis, or to
realize the assets and settle the liabilities simultaneously.

8. Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

(1) In the principal market for the asset or liability

(2) In the absence of a principal market, in the most advantageous market for the asset or
liability.

The principal or the most advantageous market must be accessible to the Group.

The fair value of an asset or a liability is measured using the assumptions that market

participants would use when pricing the asset or liability, assuming that market participants

are in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s

ability to generate economic benefits by using the asset in its highest and best use or by

selling it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which

sufficient data are available to measure fair value, maximizing the use of relevant observable

inputs and minimizing the use of unobservable inputs.

. Inventories

Inventories are valued at lower cost and net realizable value item by item.

Costs incurred in bringing Inventories to its present location and condition are accounted for
as follows:

Materials — Weighted average of actual procurements
Finished goods and work in process — Cost of direct materials and labor and a proportion
of manufacturing overheads based on normal operating capacity. Finished goods and work

in process are accounted under the weighted average method.

Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale.
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Rendering of services is accounted in accordance with IFRS 15 and not within the scope of

inventories.

10. Investments accounted for using equity methodthe

The Group investment in its associate is accounted for using the equity method other than
those that meet the criteria to be classified as held for sale. An associate is an entity over
which the Group has significant influence. A joint venture is a type of joint arrangement
whereby the parties that have joint control of the arrangement have rights to the net assets of

the joint venture.

Under the equity method, the investment in the associate or an investment in a joint venture
is carried in the balance sheet at cost and adjusted thereafter for the post-acquisition change
in the Group share of net assets of the associate or joint venture. After the interest in the
associate or joint venture is reduced to zero, additional losses are provided for, and a liability
is recognized, only to the extent that the Group has incurred legal or constructive obligations
or made payments on behalf of the associate or joint venture. Unrealized gains and losses
resulting from transactions between the Group and the associate or joint venture are

eliminated to the extent of the Group related interest in the associate or joint venture.

When changes in the net assets of an associate or a joint venture occur and not those that are
recognized in profit or loss or other comprehensive income and do not affect the Group
percentage of ownership interests in the associate or joint venture, the Group recognizes such
changes in equity based on its percentage of ownership interests. The resulting capital
surplus recognized will be reclassified to profit or loss at the time of disposing of the

associate or joint venture on a pro-rata basis.

When the associate or joint venture issues new stock, and the Group interest in an associate
or a joint venture is reduced or increased as the Group fails to acquire shares newly issued
in the associate or joint venture proportionately to its original ownership interest, the increase
or decrease in the interest in the associate or joint venture is recognized in Capital Surplus
or Retained Earnings and Investment accounted for using the equity method. When the
interest in the associate or joint venture is reduced, the cumulative amounts previously
recognized in other comprehensive income are reclassified to profit or loss or other
appropriate items. The aforementioned capital surplus recognized is reclassified to profit or

loss on a pro-rata basis when the Group disposes of the associate or joint venture.

The financial statements of the associate or joint venture are prepared for the same reporting
period as the Group. Where necessary, adjustments are made to bring the accounting policies

in line with those of the Group.

The Group determines at each reporting date whether there is any objective evidence that the
investment in the associate or an investment in a joint venture is impaired in accordance with
IAS 28 Investments in Associates and Joint Ventures. If this is the case the Group calculates
the amount of impairment as the difference between the recoverable amount of the associate
or joint venture and its carrying value and recognizes the amount in the share of profit or loss
of an associate’ in the statement of comprehensive income in accordance with TAS 36
Impairment of Assets. In determining the value in use of the investment, the Group estimates:
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(1) Its share of the present value of the estimated future cash flows expected to be generated
by the associate or joint venture, including the cash flows from the operations of the
associate and the proceeds on the ultimate disposal of the investment; or

(2) The present value of the estimated future cash flows expected to arise from dividends to
be received from the investment and its ultimate disposal.

Because goodwill that forms part of the carrying amount of an investment in an associate or
an investment in a joint venture is not separately recognized, it is not tested for impairment
separately by applying the requirements for impairment testing goodwill in IAS 36
Impairment of Assets.

Upon loss of significant influence over the associate or joint venture, the Group measures
and recognizes any retaining investment at its fair value. Any difference between the
carrying amount of the associate or joint venture upon loss of significant influence and the
fair value of the retaining investment and proceeds from disposal is recognized in profit or
loss. Furthermore, if an investment in an associate becomes an investment in a joint venture
or an investment in a joint venture becomes an investment in an associate, the entity
continues to apply the equity method and does not remeasure the retained interest.

Property, plant and equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of dismantling and
removing the item and restoring the site on which it is located and borrowing costs for
construction in progress if the recognition criteria are met. Each part of an item of property,
plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately. When significant parts of property, plant and equipment are required
to be replaced in intervals, the Group recognized such parts as individual assets with specific
useful lives and depreciation, respectively. The carrying amount of those parts that are
replaced is derecognized in accordance with the derecognition provisions of IAS 16
Property, Plant and Equipment. When a major inspection is performed, its cost is recognized
in the carrying amount of the plant and equipment as a replacement if the recognition criteria
are satisfied. All other repair and maintenance costs are recognized in profit or loss as
incurred.

Depreciation is calculated on a straight-line basis over the estimated economic lives of the
following assets:

Items Useful Lives
Buildings 6~56 years
Machinery and equipment 3~41 years
Transportation equipment 416 years~
Office 3~17 years
Leasehold improvements 2~25 years

An item of property, plant and equipment and any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use
or disposal. Any gain or loss arising from the derecognition of the asset is recognized in
profit or loss.
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The assets’ residual values, useful lives and methods of depreciation are reviewed at each
financial year end and adjusted prospectively, if appropriate, and are treated as changes in
accounting estimates.

12. Investment property

13.

The Group owned investment properties are measured initially at cost, including transaction
costs. The carrying amount includes the cost of replacing part of an existing investment
property at the time that cost is incurred if the recognition criteria are met and excludes the
costs of day-to-day servicing of an investment property. Subsequent to initial recognition,
other than those that meet the criteria to be classified as held for sale (or are included in a
disposal group that is classified as held for sale) in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations, investment properties are measured
using the cost model in accordance with the requirements of IAS 16 Property, Plant and
Equipment for that model. If investment properties are held by a lessee as right-of-use assets
and are not held for sale in accordance with IFRS 5, investment properties are measured in
accordance with the requirements of IFRS 16.

Depreciation is calculated on a straight-line basis over the estimated economic lives of the
following assets:

Items Useful Lives
Buildings 30~50 years

Investment properties are derecognized when either they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. The difference between the net disposal proceeds and the
carrying amount of the asset is recognized in profit or loss in the period of derecognition.

The Group transfers properties to or from investment properties according to the actual use
of the properties. The Group transfers to or from investment properties when there is a
change in use for these assets.

Properties are transferred to or from investment properties when the properties meet, or
cease to meet, the definition of investment property and there is evidence of the change in
use.

Leases

The Group assesses whether the contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. To assess whether a contract conveys the right to
control the use of an identified asset for a period of time.

The Company evaluates whether there are the following two factors throughout the period
of use:

(1) The right to obtain substantially all of the economic benefits from the use of the

identified assets, and
(2) The right to direct the use of the identified asset.
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For a contract that is, or contains, a lease, the Group accounts for each lease component
within the contract as a lease separately from non-lease components of the contract. For a
contract that contains a lease component and one or more additional lease or non-lease
components, the Group allocates the consideration in the contract to each lease component
on the basis of the relative stand-alone price of the lease component and the aggregate stand-
alone price of the non-lease components. The relative stand-alone price of lease and non-
lease components shall be determined on the basis of the price the lessor, or a similar
supplier, would charge the Group for that component, or a similar component, separately. If
an observable stand-alone price is not readily available, the Group estimates the stand-alone
price, maximizing the use of observable information.

Group as a lessee

Except for leases that meet and elect short-term leases or leases of low-value assets, the
Group recognizes right-of-use asset and lease liability for all leases for which the Group is
the lessee of those lease contracts.

At the commencement date, the Group measures the lease liability at the present value of
the lease payments that are not paid at that date. The lease payments are discounted using
the interest rate implicit in the lease if that rate can be readily determined. If that rate cannot
be readily determined, the Group uses its incremental borrowing rate. At the commencement
date, the lease payments included in the measurement of the lease liability comprise the
following payments for the right to use the underlying asset during the lease term that are
not paid at the commencement date:

(1) Fixed payments (including in-substance fixed payments), less any lease incentives
receivable

(2) Variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date

(3) Amounts expected to be payable by the lessee under residual value guarantees

(4) The exercise price of a purchase option if the Group is reasonably certain to exercise
that option

(5) Payments of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

After the commencement date, the Group measures the lease liability on an amortized cost
basis, which increases the carrying amount to reflect interest on the lease liability by using
an effective interest method; and reduces the carrying amount to reflect the lease payments
made.

At the commencement date, the Group measures the right-of-use asset at cost. The cost of
the right-of-use asset comprises:

(1) The amount of the initial measurement of the lease liability

(2) Any lease payments made at or before the commencement date, less any lease incentives
received

(3) Any initial direct costs incurred by the lessee

(4) An estimate of costs to be incurred by the lessee in dismantling and removing the
underlying asset, restoring the site on which it is located or restoring the underlying asset
to the condition required by the terms and conditions of the lease.
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For subsequent measurement of the right-of-use asset, the Group measures the right-of-use
asset at cost less any accumulated depreciation and any accumulated impairment losses.
That is, the Group measures the right-of-use by applying a cost model.

If the lease transfers ownership of the underlying asset to the Group by the end of the lease
term or if the cost of the right-of-use asset reflects that the Group will exercise a purchase
option, the Group depreciates the right-of-use asset from the commencement date to the end
of the useful life of the underlying asset. Otherwise, the Group depreciates the right-of-use
asset from the commencement date to the earlier of the end of the useful life of the right-of-
use asset or the end of the lease term.

The Group applies IAS 36 “Impairment of Assets” to determine whether the right-of-use
asset is impaired and to account for any impairment loss identified.

Except for those leases that the Group accounted for as short-term leases or leases of low-
value assets, the Group presents right-of-use assets and lease liabilities in the balance sheet
and separately presents lease-related interest expense and depreciation charge in the
statements of comprehensive income.

For short-term leases or leases of low-value assets, the Group elects to recognize the lease
payments associated with those leases as an expense on either a straight-line basis over the

lease term or another systematic basis.

Group as a lessor

At the inception of a contract, the Group classifies each of its leases as either an operating
lease or a finance lease. A lease is classified as a finance lease if it transfers substantially all
the risks and rewards incidental to ownership of an underlying asset. A lease is classified as
an operating lease if it does not transfer substantially all the risks and rewards incidental to
ownership of an underlying asset. At the commencement date, the Group recognizes assets
held under a finance lease in its balance sheet and presents them as receivable at an amount
equal to the net investment in the lease.

For a contract that contains lease components and non-lease components, the Group
allocates the consideration in the contract applying IFRS 15.

The Group recognizes lease payments from operating leases as rental income on either a
straight-line basis or another systematic basis. Variable lease payments for operating leases
that do not depend on an index or a rate are recognized as rental income when incurred.

14. Impairment of non-financial assets

The Group assesses at the end of each reporting period whether there is any indication that an
asset in the scope of IAS 36 Impairment of Assets may be impaired. If any such indication
exists, or when annual impairment testing for a particular asset is required, the Group
estimates the asset recoverable amount. If the result of the impairment test indicates that the
carrying amount of the cash-generating unit to which assets or assets belong exceeds its
recoverable amount, it is recognized as an impairment loss. An asset recoverable amount is
the higher of an asset’s net fair value or its value in use.
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At the end of each reporting period, the Group assesses whether there is any indication that
the previously recognized goodwill Assets may no longer exist or may have decreased. If
such indication exists, the Group estimates the asset’s or cash-generating unit’s recoverable
amount. A previously recognized impairment loss is reversed only if there has been an
increase in the estimated service potential of an asset which in turn increases the recoverable
amount. However, the reversal is limited so that the carrying amount of the asset does not
exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in
prior years.

A cash-generating unit, or groups of cash-generating units, to which goodwill belongs are
tested for impairment annually at the same time, irrespective of whether there is any
indication of impairment. If an impairment loss is required to be recognized, the impairment
loss is first allocated to reduce the carrying amount of goodwill and then to the other assets
other than goodwill pro rata on the basis of the carrying amount of each asset in the unit.
Impairment losses under goodwill cannot be reversed in future periods for any reason.

Impairment loss and its reversal from continuing operations are recognized in profit or loss.
Revenue recognition

The Group revenue arising from contracts with customers is primarily related to the sale of
goods and rendering of services. The accounting policies are explained as follows:

Sale of goods

The Group manufactures and sells goods. Sales are recognized when control of the goods
is transferred to the customer and the goods are delivered to the customers. The main
product of the Group is iron and steel, and revenue is recognized based on the consideration
stated in the contract. For certain sales of goods transactions, they are usually accompanied
by volume discounts (based on the accumulated total sales amount for a specified period).
Therefore, revenue from these sales is recognized based on the price specified in the
contract, net of the estimated volume discounts. The Group estimates the discounts using
the expected value method based on historical experiences. Revenue is only recognized to
the extent that, probably, a significant reversal in the amount of cumulative revenue
recognized will not occur and when the uncertainty associated with the variable
consideration is subsequently resolved. During the period specified in the contract, refund
liability is recognized for the expected volume discounts.

The credit period for the Group sale of goods is within 10 to 75 days. For most of the
contracts, when the Group transfers the goods to customers and has a right to an amount of
consideration that is unconditional, these contracts are recognized as trade receivables. The
Group usually collects the payments shortly after the transfer of goods to customers;
therefore, there is no significant financing component to the contract. For some of the
contracts, the Group has transferred the goods to customers but does not have a right to an
amount of consideration that is unconditional, these contacts should be presented as contract
assets. Besides, in accordance with IFRS 9, the Group measures the loss allowance for a
contract asset at an amount equal to the lifetime expected credit losses.

Rendering of services
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The Group provides maintenance services for the sale of iron and steel. Such services are
separately priced or negotiated and provided based on contract periods. As the Group
provides maintenance services over the contract period, the customers simultaneously
receive and consume the benefits provided by the Group. Accordingly, the performance
obligations are satisfied over time, and the related revenue is recognized by straight-line
method over the contract period.

Most of the contractual considerations of the Group are collected evenly throughout the
contract periods. When the Group has performed the services to customers but does not
have a right to an amount of consideration that is unconditional, these contacts should be
presented as contract assets. However, for some rendering of services contracts, part of the
consideration was received from customers upon signing th