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INDEPENDENT AUDITORS’ REPORT
 
 
The Board of Directors and Shareholders 
Hsin Kuang Steel Company Limited 
 
Opinion 
 
We have audited the accompanying consolidated financial statements of Hsin Kuang Steel 
Company Limited (the “Company”) and its subsidiaries (collectively referred to as the “Group”), 
which comprise the consolidated balance sheets as of December 31, 2023 and 2022, and the 
consolidated statements of comprehensive income, changes in equity and cash flows for the years 
then ended, and notes to the consolidated financial statements, including material accounting policy 
information (collectively referred to as the “consolidated financial statements”). 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all material 
respects, the consolidated financial position of the Group as of December 31, 2023 and 2022, and 
its consolidated financial performance and its consolidated cash flows for the years then ended, in 
accordance with the Regulations Governing the Preparation of Financial Reports by Securities 
Issuers, and International Financial Reporting Standards (IFRS), International Accounting 
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued 
into effect by the Financial Supervisory Commission of the Republic of China. 
 
Basis for Opinion 
 
We conducted our audits in accordance with the Regulations Governing Financial Statement Audit 
and Attestation Engagements of Certified Public Accountants and the Standards on Auditing of the 
Republic of China. Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We 
are independent of the Group 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. We believe that the audit evidence we have obtained is 
sufficient and appropriate 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 for the year ended December 31, 2023. 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. 
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The key audit matter identified in the consolidated financial statements of the Group for the year 
ended December 31, 2023 is described as follows: 
 
Revenue Recognition 
 
The Group mainly engages in the sale, cutting, slitting, steel structure processing, logistics of 
various steel products and constructing services. The sales revenue of steel products accounts for 
over 90% of the annual operating revenue. The Group’s operating revenue for the year ended 
December 31, 2023 decreased by 6% in comparison with the previous year. For certain customers 
whose sales amount is material and with significant growth in comparison with the previous year, 
as the sales amount from such customers is significant to the consolidated financial statements, we 
identified whether the sales transactions from the aforementioned customers actually occurred as a 
key audit matter. 
 
Refer to Notes 4 and 23 to the consolidated financial statements for the accounting policies and 
related disclosures on revenue recognition. 
 
We performed the following audit procedures in respect of the aforementioned revenue: 
 
1. We obtained an understanding of and tested the design and operating effectiveness of key 

controls over revenue recognition. 
 
2. We selected samples from the sales ledger of the aforementioned revenue, verified such 

transactions against sales contracts, shipping reports and accounts receivable collections as 
evidence and confirmed the occurrence of such transactions. 

 
Other Matter 
 
We have also audited the parent-company-only financial statements of Hsin Kuang Steel Company 
Limited as of and for the years ended December 31, 2023 and 2022, on which we have issued an 
unmodified opinion. 
 
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 IFRS, IAS, IFRIC, and SIC endorsed and issued into effect by the Financial 
Supervisory Commission of the Republic of China, 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, including the audit committee, are responsible for overseeing the 
Group’s financial reporting process. 
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Auditors’ 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 auditors’ report that includes our opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with the Standards on 
Auditing of the Republic of China 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 Republic of China, 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 auditors’ 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 auditors’ 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 disclosures, and whether the consolidated financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

 
6. Obtain sufficient and appropriate audit evidence regarding the financial information of 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. We remain solely responsible for our 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. 
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We also provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, and 
where applicable, related safeguards. 
 
From the matters communicated with those charged with governance, we determine those matters 
that were of most significance in the audit of the consolidated financial statements for the year 
ended December 31, 2023 and are therefore the key audit matters. We describe these matters in our 
auditors’ report unless law or regulation precludes public disclosure about the matter or when, in 
extremely rare circumstances, we determine that a matter should not be communicated in our report 
because the adverse consequences of doing so would reasonably be expected to outweigh the 
public interest benefits of such communication. 
 
The engagement partners on the audits resulting in this independent auditors’ report are 
Sheng-Hsiung Yao and Shu-Ju Lin. 
 
 
 
 
 
Deloitte & Touche 
Taipei, Taiwan 
Republic of China 
 
March 12, 2024 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notice to Readers 
 
The accompanying consolidated financial statements are intended only to present the consolidated 
financial position, financial performance 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 applied in the Republic of China. 
 
For the convenience of readers, the independent auditors’ report and the accompanying 
consolidated financial statements have been translated into English from the original Chinese 
version prepared and used in the Republic of China. If there is any conflict between the English 
version and the original Chinese version or any difference in the interpretation of the two versions, 
the Chinese-language independent auditors’ report and consolidated financial statements shall 
prevail. 
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HSIN KUANG STEEL COMPANY LIMITED AND SUBSIDIARIES 
 
CONSOLIDATED BALANCE SHEETS 
DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars) 
 
 
  2023  2022 
ASSETS  Amount  %  Amount  % 
         
CURRENT ASSETS         

Cash and cash equivalents (Notes 4 and 6)    $ 953,579     3    $ 1,098,666     5 
Financial assets at fair value through profit or loss - current (Notes 4 and 7)     2,987,779     11     1,760,930     7 
Financial assets at amortized cost - current (Notes 4, 9 and 31)     151,500     -     22,524     - 
Contract assets - current (Note 23)     240,360     1     27,769     - 
Notes receivable from unrelated parties (Notes 4, 10 and 31)     2,168,059     8     1,740,817     7 
Trade receivables from unrelated parties (Notes 4 and 10)     3,244,113     11     2,997,367     12 
Prepayments     163,210     1     140,452     1 
Inventories (Notes 4, 5 and 11)     6,157,480     22     5,343,525     22 
Other current assets (Notes 17 and 25)     13,988     -     29,605     - 

                     
Total current assets     16,080,068     57     13,161,655     54 

                     
NON-CURRENT ASSETS         

Financial assets at fair value through profit or loss - non-current (Notes 4 and 7)     297,484     1     272,687     1 
Financial assets at fair value through other comprehensive income - non-current (Notes 4 and 8)     2,778,841     10     2,498,747     10 
Investments accounted for using the equity method (Notes 4, 13 and 31)     938,005     3     519,840     2 
Property, plant and equipment (Notes 4, 14 and 31)     4,052,985     14     3,860,784     16 
Right-of-use assets (Note 4)     1,487     -     3,399     - 
Investment properties (Notes 4, 15 and 31)     3,680,535     13     3,658,733     15 
Intangible assets (Notes 4 and 16)     41,756     -     5,030     - 
Deferred tax assets (Notes 4 and 25)     97,968     -     61,605     - 
Other non-current assets (Notes 10 and 17)     384,201     2     396,771     2 

                     
Total non-current assets     12,273,262     43     11,277,596     46 

                     
TOTAL    $ 28,353,330     100    $ 24,439,251     100 
         
         
LIABILITIES AND EQUITY         
         
CURRENT LIABILITIES         

Short-term borrowings (Notes 4 and 18)    $ 6,679,741     23    $ 7,205,994     30 
Short-term bills payable (Notes 4 and 18)     798,599     3     549,146     2 
Contract liabilities - current (Note 23)     1,416,282     5     311,344     1 
Notes payable to unrelated parties (Notes 4 and 19)     288,156     1     392,838     2 
Trade payables to unrelated parties (Notes 4 and 19)     238,449     1     250,565     1 
Other payables (Note 20)     413,316     1     326,909     1 
Current tax liabilities (Notes 4 and 25)     171,819     1     198,010     1 
Current portion of long-term liabilities (Notes 4 and 18)     232,814     1     496,814     2 
Other current liabilities     11,774     -     11,801     - 

                     
Total current liabilities     10,250,950     36     9,743,421     40 

                     
NON-CURRENT LIABILITIES         

Long-term borrowings (Notes 4 and 18)     5,847,573     21     2,004,042     8 
Long-term bills payable (Notes 4 and 18)     -     -     2,399,515     10 
Provisions - non-current (Note 4)     2,702     -     2,262     - 
Deferred tax liabilities (Notes 4 and 25)     117,961     -     144,420     1 
Net defined benefit liabilities - non-current (Notes 4 and 21)     33,626     -     33,160     - 
Other non-current liabilities     37,165     -     37,071     - 

                     
Total non-current liabilities     6,039,027     21     4,620,470     19 

                     
    Total liabilities     16,289,977     57     14,363,891     59 

                     
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Notes 4 and 22)         

Share capital     3,211,463     11     3,211,463     13 
Capital surplus     943,445     4     943,451     4 
Retained earnings         

Legal reserve     1,275,497     4     1,229,590     5 
Unappropriated earnings     4,741,810     17     3,303,800     13 

Total retained earnings     6,017,307     21     4,533,390     18 
Other equity     1,166,350     4     674,418     3 

                     
Total equity attributable to owners of the Company     11,338,565     40     9,362,722     38 

                     
NON-CONTROLLING INTERESTS     724,788     3     712,638     3 
                     

    Total equity     12,063,353     43     10,075,360     41 
                     
TOTAL    $ 28,353,330     100    $ 24,439,251     100 
 
 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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HSIN KUANG STEEL COMPANY LIMITED AND SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
  2023  2022 
  Amount  %  Amount  % 
         
OPERATING REVENUE (Notes 4 and 23)         

Sales    $ 14,853,856     92    $ 16,447,500     96 
Other operating revenue     1,221,033     8     708,032     4 

                     
Total operating revenue     16,074,889     100     17,155,532     100 

                     
OPERATING COSTS         

Cost of goods sold (Notes 4, 11 and 24)     (13,978,724)     (87)     (15,596,989)     (91) 
Other operating costs     (650,414)     (4)     (369,639)     (2) 

                     
Total operating costs     (14,629,138)     (91)     (15,966,628)     (93) 

                     
GROSS PROFIT     1,445,751     9     1,188,904     7 
                     
OPERATING EXPENSES         

Selling and marketing expenses (Note 24)     (318,122)     (2)     (294,727)     (1) 
General and administrative expenses (Notes 24  

and 30)     (236,035)     (1)     (132,338)     (1) 
Expected credit (loss)/gain (Note 10)     (33,305)     -     2,940     - 

                     
Total operating expenses     (587,462)     (3)     (424,125)     (2) 

                     
PROFIT FROM OPERATIONS     858,289     6     764,779     5 
                     
NON-OPERATING INCOME AND EXPENSES 

(Notes 4 and 24)         
Interest income     4,022     -     1,746     - 
Other income     115,722     1     248,118     1 
Other gains and losses     1,258,678     8     (125,019)     (1) 
Finance costs     (383,287)     (3)     (220,086)     (1) 
Share of profit or loss of associates and joint 

ventures accounted for using the equity method     4,109     -     (9,738)     - 
                     

Total non-operating income and expenses     999,244     6     (104,979)     (1) 
                     
PROFIT BEFORE INCOME TAX     1,857,533     12     659,800     4 
                     
INCOME TAX EXPENSE (Note 25)     (125,953)     (1)     (242,232)     (2) 
                     
NET PROFIT FOR THE YEAR     1,731,580     11     417,568     2 

(Continued) 
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HSIN KUANG STEEL COMPANY LIMITED AND SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
  2023  2022 
  Amount  %  Amount  % 
         
OTHER COMPREHENSIVE INCOME         

Items that will not be reclassified subsequently to 
profit or loss:         
Remeasurement of defined benefit plans    $ (841)     -    $ 1,030     - 
Unrealized gain/(loss) on investments in equity 

instruments at fair value through other 
comprehensive income     696,855     4     (713,606)     (4) 

Share of other comprehensive income/(loss) of 
associates and joint ventures accounted for 
using the equity method     (52,257)     -     -     - 
     643,757     4     (712,576)     (4) 

Items that may be reclassified subsequently to profit 
or loss:         
Exchange differences on translation of the 

financial statements of foreign operations     (29)     -     10,575     - 
                     

Other comprehensive income/(loss) for the year, 
net of income tax     643,728     4     (702,001)     (4) 

                     
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR 

THE YEAR    $ 2,375,308     15    $ (284,433)     (2) 
                     
NET PROFIT ATTRIBUTABLE TO:         

Owners of the Company    $ 1,654,842     10    $ 393,563     2 
Non-controlling interests     76,738     1     24,005     - 

                     
    $ 1,731,580     11    $ 417,568     2 

                     
TOTAL COMPREHENSIVE INCOME/(LOSS) 

ATTRIBUTABLE TO:         
Owners of the Company    $ 2,299,000     14    $ (308,464)     (2) 
Non-controlling interests     76,308     1     24,031     - 

                     
    $ 2,375,308     15    $ (284,433)     (2) 

 
EARNINGS PER SHARE (Note 26)         

From continuing operations         
Basic    $ 5.15      $ 1.23   
Diluted    $ 5.14      $ 1.22   

 
 
 
The accompanying notes are an integral part of the consolidated financial statements. (Concluded) 
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HSIN KUANG STEEL COMPANY LIMITED AND SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
  2023  2022 
  Amount  %  Amount  % 
         
OTHER COMPREHENSIVE INCOME         

Items that will not be reclassified subsequently to 
profit or loss:         
Remeasurement of defined benefit plans    $ (841)     -    $ 1,030     - 
Unrealized gain/(loss) on investments in equity 

instruments at fair value through other 
comprehensive income     696,855     4     (713,606)     (4) 

Share of other comprehensive income/(loss) of 
associates and joint ventures accounted for 
using the equity method     (52,257)     -     -     - 
     643,757     4     (712,576)     (4) 

Items that may be reclassified subsequently to profit 
or loss:         
Exchange differences on translation of the 

financial statements of foreign operations     (29)     -     10,575     - 
                     

Other comprehensive income/(loss) for the year, 
net of income tax     643,728     4     (702,001)     (4) 

                     
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR 

THE YEAR    $ 2,375,308     15    $ (284,433)     (2) 
                     
NET PROFIT ATTRIBUTABLE TO:         

Owners of the Company    $ 1,654,842     10    $ 393,563     2 
Non-controlling interests     76,738     1     24,005     - 

                     
    $ 1,731,580     11    $ 417,568     2 

                     
TOTAL COMPREHENSIVE INCOME/(LOSS) 

ATTRIBUTABLE TO:         
Owners of the Company    $ 2,299,000     14    $ (308,464)     (2) 
Non-controlling interests     76,308     1     24,031     - 

                     
    $ 2,375,308     15    $ (284,433)     (2) 

 
EARNINGS PER SHARE (Note 26)         

From continuing operations         
Basic    $ 5.15      $ 1.23   
Diluted    $ 5.14      $ 1.22   

 
 
 
The accompanying notes are an integral part of the consolidated financial statements. (Concluded) 
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HSIN KUANG STEEL COMPANY LIMITED AND SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars) 
 
 
  2023  2022 
     
CASH FLOWS FROM OPERATING ACTIVITIES     

Income before income tax    $ 1,857,533    $ 659,800 
Adjustments for:     

Depreciation expense     231,430     188,921 
Amortization expense     11,526     8,497 
Expected credit loss recognized/(reversed) on trade receivables     33,305     (2,940) 
Net (gain)/loss on fair value changes of financial assets and 

liabilities at fair value through profit or loss     (1,014,572)     239,787 
Finance costs     383,287     220,086 
Interest income     (4,022)     (1,746) 
Dividend income     (93,594)     (213,975) 
Loss/(gain) on disposal of property, plant and equipment     5,257     (103) 
Gain on disposal of investment properties     (52)     (6,007) 
Share of (profit)/loss of associates and joint ventures     (4,109)     9,738 
(Reversal of) write-downs of inventories     (16,829)     111,144 
Net (gain)/loss on foreign currency exchange     (31,259)     9,948 

Changes in operating assets and liabilities     
Financial assets mandatorily classified as at fair value through profit 

or loss     (237,073)     121,178 
Contract assets     (212,591)     (11,917) 
Notes receivable     (444,919)     338,826 
Trade receivables     (259,288)     (671,009) 
Other receivables     20,828     9,722 
Inventories     (797,126)     1,112,145 
Prepayments     (39,669)     25,558 
Other current assets     (187)     5,378 
Notes payable     (104,682)     (212,267) 
Trade payables     (12,117)     72,398 
Other payables     99,633     (269,084) 
Provisions     440     2,262 
Contract liabilities     1,104,938     (108,123) 
Other current liabilities     (1,535)     3,354 
Net defined benefit liabilities     (2,859)     (3,569) 

Cash generated from operations     471,694     1,638,002 
Interest received     4,022     1,746 
Dividends received     93,594     213,975 
Income tax paid     (219,445)     (515,945) 

           
Net cash generated from operating activities     349,865     1,337,778 

           
CASH FLOWS FROM INVESTING ACTIVITIES     

Purchase of financial assets at fair value through other comprehensive 
income     -     (98,735) 

Proceeds from sale of financial assets at fair value through other 
comprehensive income     364,490     114,798 

(Continued) 
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HSIN KUANG STEEL COMPANY LIMITED AND SUBSIDIARIES 
 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars) 
 
 
  2023  2022 
     

Purchase of financial assets at fair value through profit or loss    $ -    $ (24,830) 
Purchase of financial assets at amortized cost     (128,976)     - 
Proceeds from sale of financial assets at amortized cost     -     58,674 
Acquisition of associate     (420,000)     (229,800) 
Payments for property, plant and equipment     (257,761)     (242,516) 
Proceeds from disposal of property, plant and equipment     7,905     764 
Payments for right-of-use assets     -     (623) 
Payments for investment properties     (995)     (1,723) 
Proceeds from disposal of investment properties     148     38,195 
Payments for intangible assets     (36,058)     - 
Increase in other non-current assets     (1,602)     (18,432) 
Increase in prepayments for equipment     (177,429)     (112,219) 
Dividends received from investees     5,944     7,016 
Increase in refundable deposits     (4,734)     (3,246) 

           
Net cash used in investing activities     (649,068)     (512,677) 

           
CASH FLOWS FROM FINANCING ACTIVITIES     

Increase in short-term borrowings     23,576,437     17,005,856 
Decrease in short-term borrowings     (24,072,111)     (16,275,352) 
Increase in short-term bills payable     250,000     250,000 
Proceeds from long-term borrowings     5,568,650     300,000 
Repayments of long-term borrowings     (1,994,631)     (478,709) 
Decrease in long-term bills payable     (2,400,000)     - 
Increase in guarantee deposits received     1,603     4,697 
Interest paid     (390,320)     (187,914) 
Dividends paid to owners of the Company     (321,147)     (1,284,585) 
Dividends paid to non-controlling interests     (67,947)     (28,297) 
Change in non-controlling interests     3,600     (625) 

           
Net cash generated from/(used in) financing activities     154,134     (694,929) 

           
EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE 

OF CASH AND CASH EQUIVALENTS HELD IN FOREIGN 
CURRENCIES     (18)     4,122 

           
NET (DECREASE)/INCREASE IN CASH AND CASH 

EQUIVALENTS     (145,087)     134,294 
           
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE 

YEAR     1,098,666     964,372 
           
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR    $ 953,579    $ 1,098,666 
 
 
The accompanying notes are an integral part of the consolidated financial statements. (Concluded) 
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INDEPENDENT AUDITORS’ REPORT
 
 
The Board of Directors and Shareholders 
Hsin Kuang Steel Company Limited 
 
Opinion 
 
We have audited the accompanying financial statements of Hsin Kuang Steel Company Limited 
(the “Company”), which comprise the balance sheets as of December 31, 2023 and 2022, and the 
statements of comprehensive income, changes in equity and cash flows for the years then ended, 
and notes to the financial statements, including material accounting policy information (collectively 
referred to as the “financial statements”). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as of December 31, 2023 and 2022, and its financial 
performance and its cash flows for the years then ended in accordance with the Regulations 
Governing the Preparation of Financial Reports by Securities Issuers. 
 
Basis for Opinion 
 
We conducted our audits in accordance with the Regulations Governing Financial Statement Audit 
and Attestation Engagements of Certified Public Accountants and the Standards on Auditing of the 
Republic of China. Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report. We are independent 
of the Company in accordance with The 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. We believe that the audit evidence we have obtained is 
sufficient and appropriate 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 financial statements for the year ended December 31, 2023. These matters were 
addressed in the context of our audit of the financial statements as a whole, and in forming our 
opinion thereon, and we do not provide a separate opinion on these matters. 
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The key audit matter identified in the Company’s financial statements for the year ended December 
31, 2023 is described as follows: 
 
Revenue Recognition 
 
The Company mainly engages in the sale, cutting, slitting, steel structure processing, logistics of 
various steel products and constructing services. The sales revenue of steel products accounts for 
over 90% of the annual operating revenue. The Company’s operating revenue for the year ended 
December 31, 2023 decreased by 6% in comparison with the previous year. For certain customers 
whose sales amount is material and with significant growth in comparison with the previous year, 
as the sales amount from such customers is significant to the parent company only financial 
statements, we identified whether the sales transactions from the aforementioned customers 
actually occurred as a key audit matter. 
 
Refer to Notes 4 and 22 to the financial statements for the accounting policies and related 
disclosures on revenue recognition. 
 
We performed the following audit procedures in respect of the aforementioned revenue: 
 
1. We obtained an understanding of and tested the design and operating effectiveness of key 

controls over revenue recognition. 
 
2. We selected samples from the sales ledger of the aforementioned revenue, verified such 

transactions against sales contracts, shipping reports and accounts receivable collections as 
evidence and confirmed the occurrence of such transactions. 

 
Responsibilities of Management and Those Charged with Governance for the Financial 

Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the Regulations Governing the Preparation of Financial Reports by Securities 
Issuers, and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud 
or error. 
 
In preparing the financial statements, management is responsible for assessing the Company’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 
Company or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance, including the audit committee, are responsible for overseeing the 
Company’s financial reporting process. 
 
Auditors’ Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with the Standards on Auditing of the Republic of China will 
always detect a material misstatement when it exists. Misstatements can arise from fraud or error 
and are considered material if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of these financial statements. 
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The key audit matter identified in the Company’s financial statements for the year ended December 
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are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with the Standards on Auditing of the Republic of China will 
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to influence the economic decisions of users taken on the basis of these financial statements. 
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As part of an audit in accordance with the Standards on Auditing of the Republic of China, we 
exercise professional judgment and maintain professional skepticism throughout the audit. We also: 
 
1. Identify and assess the risks of material misstatement of the 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 Company’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 Company’s ability to 
continue as a going concern. If we conclude that a material uncertainty exists, we are required 
to draw attention in our auditors’ report to the related disclosures in the 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 auditors’ report. However, future events or 
conditions may cause the Company to cease to continue as a going concern. 

 
5. Evaluate the overall presentation, structure and content of the financial statements, including 

the disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation. 

 
6. Obtain sufficient and appropriate audit evidence regarding the financial information of entities 

or business activities within the Company to express an opinion on the financial statements. 
We are responsible for the direction, supervision and performance of the audit. We remain 
solely responsible for our 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 with a statement that we have complied with 
relevant ethical requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, and 
where applicable, related safeguards. 
 
From the matters communicated with those charged with governance, we determine those matters 
that were of most significance in the audit of the financial statements for the year ended December 
31, 2023 and are therefore the key audit matters. We describe these matters in our auditors’ report 
unless law or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest 
benefits of such communication. 
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The engagement partners on the audits resulting in this independent auditors’ report are 
Sheng-Hsiung Yao and Shu-Ju Lin. 
 
 
 
 
 
Deloitte & Touche 
Taipei, Taiwan 
Republic of China 
 
March 12, 2024 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notice to Readers 
 
The accompanying financial statements are intended only to present the financial position, 
financial performance 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 financial statements are those generally applied in the 
Republic of China.  
 
For the convenience of readers, the independent auditors’ report and the accompanying financial 
statements have been translated into English from the original Chinese version prepared and used 
in the Republic of China. If there is any conflict between the English version and the original 
Chinese version or any difference in the interpretation of the two versions, the Chinese-language 
independent auditors’ report and financial statements shall prevail. 
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HSIN KUANG STEEL COMPANY LIMITED 
 
BALANCE SHEETS 
DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars) 
 
 
  2023  2022 
ASSETS  Amount  %  Amount  % 
         
CURRENT ASSETS         

Cash and cash equivalents (Notes 4 and 6)    $ 483,629     2    $ 754,398     3 
Financial assets at fair value through profit or loss - current (Notes 4 and 7)     1,961,078     8     1,091,015     5 
Financial assets at amortized cost - current (Notes 4, 9 and 30)     22,509     -     16,811     - 
Contract assets - current (Note 22)     84,659     1     -     - 
Notes receivable from unrelated parties (Notes 4, 10 and 30)     2,046,784     8     1,581,510     7 
Notes receivable from related parties (Notes 4, 10, 29 and 30)     -     -     28,532     - 
Trade receivables from unrelated parties (Notes 4 and 10)     2,563,550     10     2,500,440     11 
Trade receivables from related parties (Notes 4, 10 and 29)     268,053     1     142,924     1 
Inventories (Notes 4, 5 and 11)     4,515,099     18     4,449,990     20 
Prepayments     40,743     -     75,292     - 
Other current assets (Note 16)     3,227     -     17,106     - 

                     
Total current assets     11,989,331     48     10,658,018     47 

                     
NON-CURRENT ASSETS         

Financial assets at fair value through profit or loss - non-current (Notes 4 and 7)     297,484     1     272,687     1 
Financial assets at fair value through other comprehensive income - non-current (Notes 4 and 8)     2,738,983     11     2,406,617     11 
Investments accounted for using the equity method (Notes 4, 12 and 30)     3,762,491     15     3,300,104     14 
Property, plant and equipment (Notes 4, 13, 29 and 30)     2,416,682     10     2,270,255     10 
Investment properties (Notes 4, 14 and 30)     3,659,077     14     3,627,614     16 
Other intangible assets (Notes 4 and 15)     39,602     -     2,499     - 
Deferred tax assets (Notes 4 and 24)     78,244     -     36,533     - 
Other non-current assets (Notes 10 and 16)     214,386     1     219,146     1 

                     
Total non-current assets     13,206,949     52     12,135,455     53 

                     
TOTAL    $ 25,196,280     100    $ 22,793,473     100 
         
         
LIABILITIES AND EQUITY         
         
CURRENT LIABILITIES         

Short-term borrowings (Notes 4 and 17)    $ 6,271,907     25    $ 6,932,944     30 
Short-term bills payable (Notes 4 and 17)     648,760     3     549,146     2 
Contract liabilities - current (Note 22)     185,378     1     275,031     1 
Notes payable to unrelated parties (Notes 4 and 18)     133,898     -     212,821     1 
Notes payable to related parties (Notes 4, 18 and 29)     17,816     -     11,373     - 
Trade payables to unrelated parties (Notes 4 and 18)     75,473     -     100,685     1 
Trade payables to related parties (Notes 4, 18 and 29)     3,695     -     3,695     - 
Other payables (Notes 4, 19 and 29)     304,684     1     261,158     1 
Current tax liabilities (Notes 4 and 24)     145,633     1     162,130     1 
Current portion of long-term liabilities (Notes 4 and 17)     10,526     -     410,526     2 
Other current liabilities     22,957     -     21,434     - 

                     
Total current liabilities     7,820,727     31     8,940,943     39 

                     
NON-CURRENT LIABILITIES         

Long-term borrowings (Notes 4 and 17)     5,465,186     22     1,470,202     6 
Long-term bills payable (Notes 4 and 17)     -     -     2,399,515     11 
Deferred tax liabilities (Notes 4 and 24)     9,254     -     35,691     - 
Net defined benefit liabilities - non-current (Notes 4 and 20)     20,127     -     23,081     - 
Other non-current liabilities (Note 29)     542,421     2     561,319     3 

                     
Total non-current liabilities     6,036,988     24     4,489,808     20 

                     
    Total liabilities     13,857,715     55     13,430,751     59 

                     
EQUITY (Notes 4 and 21)         

Share capital     3,211,463     13     3,211,463     14 
Capital surplus     943,445     4     943,451     4 
Retained earnings         

Legal reserve     1,275,497     5     1,229,590     5 
Unappropriated earnings     4,741,810     19     3,303,800     15 

Total retained earnings     6,017,307     24     4,533,390     20 
Other equity     1,166,350     4     674,418     3 

                     
Total equity     11,338,565     45     9,362,722     41 

                     
TOTAL    $ 25,196,280     100    $ 22,793,473     100 
 
 
The accompanying notes are an integral part of the financial statements. 
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HSIN KUANG STEEL COMPANY LIMITED 
 
STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
  2023  2022 
  Amount  %  Amount  % 
         
OPERATING REVENUE (Notes 4, 22 and 29)         

Sales    $ 12,852,719     95    $ 14,086,221     98 
Other operating revenue     734,108     5     311,194     2 

                     
Total operating revenue     13,586,827     100     14,397,415     100 

                     
OPERATING COSTS         

Cost of goods sold (Notes 11, 23 and 29)     (11,924,991)     (88)     (13,545,320)     (94) 
Other operating costs (Note 29)     (387,504)     (3)     (83,745)     (1) 

                     
Total operating costs     (12,312,495)     (91)     (13,629,065)     (95) 

                     
GROSS PROFIT     1,274,332     9     768,350     5 
                     
UNREALIZED GAIN ON TRANSACTIONS WITH 

ASSOCIATES AND JOINT VENTURES     (281,321)     (2)     (11,600)     - 
                     
REALIZED GAIN ON TRANSACTIONS WITH 

ASSOCIATES AND JOINT VENTURES     54,467     1     79,650     1 
                     
REALIZED GROSS PROFIT     1,047,478     8     836,400     6 
                     
OPERATING EXPENSES         

Selling and marketing expenses (Note 23)     (241,019)     (2)     (217,971)     (1) 
General and administrative expenses (Notes 23 
 and 29)     (172,407)     (1)     (112,712)     (1) 
Expected credit (loss)/gain (Note 10)     (32,462)     -     3,149     - 

                     
Total operating expenses     (445,888)     (3)     (327,534)     (2) 

                     
PROFIT FROM OPERATIONS     601,590     5     508,866     4 
                     
NON-OPERATING INCOME AND EXPENSES 

(Notes 23 and 29)         
Interest income     1,740     -     1,366     - 
Other income     93,316     1     228,641     2 
Other gains and losses     914,996     7     36,881     - 
Finance costs     (346,419)     (3)     (204,974)     (2) 
Share of profit or loss of subsidiaries, associates and 

joint ventures accounted for using the equity 
method     466,076     3     5,389     - 

                     
Total non-operating income and expenses     1,129,709     8     67,303     - 

(Continued) 
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HSIN KUANG STEEL COMPANY LIMITED 
 
STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 
 
 
  2023  2022 
  Amount  %  Amount  % 
         
PROFIT BEFORE INCOME TAX    $ 1,731,299     13    $ 576,169     4 
                     
INCOME TAX EXPENSE (Notes 4 and 24)     (76,457)     (1)     (182,606)     (1) 
                     
NET PROFIT FOR THE YEAR     1,654,842     12     393,563     3 
                     
OTHER COMPREHENSIVE INCOME/(LOSS)         

Items that will not be reclassified subsequently to 
profit or loss:         
Remeasurement of defined benefit plans     (414)     -     1,030     - 
Unrealized gain/(loss) on investments in equity 

instruments at fair value through other 
comprehensive income     696,855     5     (713,606)     (5) 

Share of other comprehensive income/(loss) of 
associates and joint ventures accounted for 
using the equity method     (52,257)     -     -     - 
     644,184     5     (712,576)     (5) 

Items that may be reclassified subsequently to profit 
or loss:         
Exchange differences on translation of the 

financial statements of foreign operations     (26)     -     10,549     - 
                     

Other comprehensive income/(loss) for the year, 
net of income tax     644,158     5     (702,027)     (5) 

                     
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR 

THE YEAR    $ 2,299,000     17    $ (308,464)     (2) 
 
EARNINGS PER SHARE (Note 25)         

From continuing operations         
Basic    $ 5.15      $ 1.23   
Diluted    $ 5.14      $ 1.22   

 
 
 
The accompanying notes are an integral part of the financial statements. (Concluded) 
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HSIN KUANG STEEL COMPANY LIMITED 
 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars) 
 
 
  2023  2022 
     
CASH FLOWS FROM OPERATING ACTIVITIES     

Income before income tax    $ 1,731,299    $ 576,169 
Adjustments for:     

Depreciation expense     124,645     125,968 
Amortization expense     7,148     6,508 
Expected credit loss recognized/(reversed) on trade receivables     32,462     (3,149) 
Net (gain)/loss on fair value changes of financial assets and 

liabilities at fair value through profit or loss     (665,326)     83,224 
Finance costs     346,419     204,974 
Interest income     (1,740)     (1,366) 
Dividend income     (79,394)     (201,095) 
Loss/(gain) on disposal of property, plant and equipment     5,036     (109) 
Gain on disposal of investment property     (52)     (6,007) 
Share of profit of subsidiaries, associates and joint ventures     (466,076)     (5,389) 
(Reversal of) write-downs of inventories     (15,225)     113,502 
Unrealized gain on transactions with associates     281,321     11,600 
Realized gain on transactions with associates     (54,467)     (79,650) 
Unrealized net (gain)/loss on foreign currency exchange     (31,163)     9,967 

Changes in operating assets and liabilities     
Financial assets mandatorily classified as at fair value through profit 

or loss     (229,532)     181,073 
Contract assets     (84,659)     - 
Notes receivable     (454,418)     265,992 
Trade receivables     (200,053)     (609,915) 
Other receivables     13,983     35,031 
Inventories     (49,884)     1,070,444 
Prepayments     34,549     8,213 
Other current assets     (229)     (511) 
Notes payable     (72,481)     (136,436) 
Trade payables     (25,212)     10,722 
Other payables     57,111     (231,778) 
Contract liabilities     (89,653)     (31,867) 
Advance lease payments received     (15,815)     (16,631) 
Net defined benefit liabilities     (3,472)     (2,209) 
Other current liabilities     (2,818)     (1,802) 
Cash generated from operations     92,304     1,375,473 

Interest received     1,740     1,366 
Dividends received     79,393     201,095 
Income tax paid     (160,992)     (462,570) 

           
Net cash generated from operating activities     12,445     1,115,364 

(Continued) 
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HSIN KUANG STEEL COMPANY LIMITED 
 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 
(In Thousands of New Taiwan Dollars) 
 
 
  2023  2022 
     
CASH FLOWS FROM INVESTING ACTIVITIES     

Purchase of financial assets at fair value through other comprehensive 
income    $ -    $ (98,736) 

Proceeds from sale of financial assets at fair value through other 
comprehensive income     364,490     114,798 

Purchase of financial assets at fair value through profit or loss     -     (24,830) 
Purchase of financial assets at amortized cost     (5,698)     - 
Proceeds from sale of financial assets at amortized cost     -     60,263 
Acquisition of associates     (414,165)     (229,800) 
Payments for property, plant and equipment     (255,376)     (227,187) 
Proceeds from disposal of property, plant and equipment     7,905     546 
Payments for investment properties     (472)     (1,723) 
Proceeds from disposal of investment properties     148     38,195 
Payments for intangible assets     (34,536)     - 
Increase in other non-current assets     (295)     (14,069) 
Increase in prepayments for equipment     (62,517)     (30,909) 
Dividends received from investees     136,702     89,789 
Increase in refundable deposits     (4,894)     (3,217) 

           
Net cash used in investing activities     (268,708)     (326,880) 

           
CASH FLOWS FROM FINANCING ACTIVITIES     

Increase in short-term borrowings     21,531,056     16,234,082 
Decrease in short-term borrowings     (22,161,494)     (15,469,498) 
Increase in short-term bills payable     100,000     250,000 
Proceeds from long-term borrowings     5,400,000     - 
Repayments of long-term borrowings     (1,810,526)     (210,526) 
Decrease in long-term bills payable     (2,400,000)     - 
Increase/(decrease) in guarantee deposits received     1,255     (405) 
Interest paid     (353,650)     (172,954) 
Dividends paid     (321,147)     (1,284,585) 

           
Net cash used in financing activities     (14,506)     (653,886) 

           
NET (DECREASE)/INCREASE IN CASH AND CASH 

EQUIVALENTS     (270,769)     134,598 
           
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE 

YEAR     754,398     619,800 
           
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR    $ 483,629    $ 754,398 
 
 
 
The accompanying notes are an integral part of the financial statements. (Concluded) 
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