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Securities & Exchange Commission *\Vi}&\ 4
Division of International Corporate Finance B e a:lé\\“
Room 3094 (3-G) R
450 Fifth Street, NW
Washington, DC 20549

Re: Exemption No. 82-3296 @@\Y\\?&
%

To Whom It May Concern,

We have been directed by China Steel Corporation (the “Company”) to arrange the
mailing of all documents that are published in Taiwan, the Republic of China, and remit
the attached material to you, pursuant to the Company’s exemption from registration
under the Securities Act of 1934 (the “Exchange Act”). This mailing service is not a
legal service from Citibank N.A.

Attachment:
e The important resolutions made by the 7" conference of the 11 board of

directors of the Company.
e Updated Forecasted Financial Statements for the Year Ending December 31,

2002
PROCESSED
Sincerely, N@V 05 2002
: ?H@MSQN A
Z(/\/@’L\ﬂ@ﬂ M FINANCIAL " | O O
Rhonda C. Lee AN / j
Depositary Receipts, Account Management
Citibank N.A.

Amember of citigrouf



FAX

. '02 FR 18:17

v
>

China Stccl Corporation Announccment

Subject: The important resolutions made by the 7" conference of the 11th board of

dircctors of the Company.

August 28, 2002

1. Obscrvance of “The Procedurc for Verifying and Handling Important Information

Disclosure by Publicly Listed Companies™.

I1. On August 28,2002, the 7" conference of the 11th board of dir
has made the [ollowing important resolutions.

ectors of the Company

1. Approving the re-updated forecasted financial statements for year 2002 as follows:

BALANCE SHEETS
(In thousands of New Taiwan Dollars)

Re-updated forccast Updated forecast

Current assets 45,941,713 45.631,167|
Long-term investments 37,265,930 36,937,910
Nct propertics - 108,292,340 108,292,340
Qther assets 4,892,260 4.892.260
Total asscts 196,392.243 195,753,677
Current liabilities 28.986.176 28,190,363
Bonds payable 25,000,000 30,000,000
Long-term debts 50,000 50,000
Reserve for land value 3.370.813 3,370,813
incrcment tax .

O1ther liabilitics 4,948.212 4,948,212
Total liabilities . 62,355,201 66,559,388
Stockholders’ equity 134,037,042 129.194,289
Total liabilities and 106.392.243 195.753.677
stackholders’ equity

STATEMENTS OF INCOME
(In thousands of New Taiwan Dollars, except earnings per common share.)

b

Rc-updated forccast Updated forecast

Revenues 97,840,171 89,914,152
Cost of revenucs 74.775,365 71,701,937
Gross profit e 23,064,806 18,212,215
Income from operations 18,486,442 13,633,851
Incoine before income tax 18.500,000 13,000,000
Income tax expense 2,482,760 1,890.526
Net income 16,017,240 11,109,474
IEarnings per common share S 1.22
(NTS) AN

€¥002/003
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2. Approving the financial statcments for the first half of year 2002, cnded June 2002.
The operating income is N'1'$46,258 million, the income after tax is NT$4.083
million. and the earning’s per share is NT$0.46.

3. Approving the Project to renovate the reheating oven of Bar Mill T to the amount of
NT$ 571.117.000.

4. Approving thc agenda to purchase all the land and buildings of HIMAG Magnctic

Corporation (o the amount not over N'I'$ 203.000,000.

China Steel Corporation

Y.C. Chen
Exceutive Vice President & Spokesman

003/003




China Steel Corporation

Updated Forecasted Financial Statements for the Year Ending
December 31, 2002
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English Translation of Financial Statements Originally Issued in Chinese

CHINA STEEL CORPORATION

UPDATED FORECASTED STATEMENT OF INCOME
(With Comparative Historical Data)
{In Thousand New Taiwan Dollars, Except Earnings Per Share)

Forecast - 2002 Historical Data
Updated Original 2001 2000
Amount % Amount % Amount % Amount %
REVENUES $ 89,914,152 100 $ 81,075902 100 $ 85101,266 100 $100,634,849 100
COST OF REVENUES 71,701,937 _80 72265305 _89 73223833 86 74,724305 _74
GROSS PROFIT 18212215 _20 8810597 _11 11,877,433 14 _ 2591054 _26
OPERATING EXPENSES
Selling 1,706,117 2 1,648,848 2 1,602,713 2 1,777,245 2
General and administrative 2,013,482 2 1,853,041 3 2,030,550 2 2,055,655 2
Research and development 858,765 __1 798322 _ 1 850640 _ 1 856301 _ 1
Total Operating Expenses 4578364 _ 5 4300211 _ 6 4483903 __5 4689201 _ 5
INCOME FROM OPERATIONS 13633851 _15 451038 _ 5 7393530 _ 9 21,221.343 21
NON-OPERATING INCOME
Interest 282,413 - 358,467 - 660,107 1 1,140,795 1
Investment income 1,792,409 2 2,381,758 3 4,081,649 5 2,053,155 2
Other 341898 _ - 394110 _ 1 969,223 _ 1 717964 _ 1
Total Non-operating Income 2416720 __ 2 3134335 _ 4 5710979 _ 7 3911914 _ 4
NON-OPERATING EXPENSES
Interest 2,378,328 3 2,459,989 3 2,732,813 3 3,223,830 3
Investment loss - - - - 1,611,175 2 - -
Other 672243 _ - 684732 _ 1 353722 _ 1 30380 _1
Total Non-operating Expenses 3050571 __ 3 3344721 _ 4 4697710 _ 6 3,527,710 __4
INCOME BEFORE INCOME TAX 13,000,000 14 4,500,000 5 8,406,799 10 21,605,547 21
INCOME TAX EXPENSE 1,890526 _ 2 330,295 __ - 947,049 _ 1 3024012 _3
NET INCOME 109474 _12 § 4169705 _5 § 7459750 _9 581,535 _18
EARNINGS PER SHARE
Before tax $1.43 $0.49 $0.90 $2.32
After tax 1.22 $0.45 $0.80 $2.00
Pro forma information as if the Corporation’s
shares held by subsidiaries were accounted
for as investments but not treasury stocks:
Net income 118.715
Earning per share
Before tax $1.42
After tax 1.21

The accompanying summary of significant accounting policies and
basic assumptions on updated forecasted financial statements are an integral part of this statement.
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English Translation of Financial Statements Originally Issued in Chinese

CHINA STEEL CORPORATION

UPDATED FORECASTED STATEMENT OF:CASI'*I FLOWS
(With Comparative Historical Data)
{(In Thousand New Taiwan Dollars)

Forecast - 2002 Historical Data

Updated _Original 2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES o
Net income $11,109,474 $ 4,169,705 $ 7,459,750 $18,581,535
Depreciation and amortization 12,016,913 11,768,397 12,602,706 12,667,257
Deferred income tax ( 713,000) (. 713,000) ( 107,786) ( 577,691)
Reversal of allowance for bad debts = - T - | 615)

Reversal of allowance for loss on inventories T - - ( 241685) ( 197,356)
Investment loss (income) under equity method ( 1,591,217) ( =1,338,238) ., ' 1,623,266 (  253,647)

2

Loss on disposal of properties 50,600 - | 50,000 - 43,865 38,813
Cash dividends on long-term investments under - g

equity method 1,000,000 200,000 148,894 126,831
Gain on sale of long-term investments Le L. T - (0 1,541,563).
Gain on sale of short-term investments ( 201,392) ( = 1,043,520) (. 4,081,649) ( - 244,225)

Exchange gain and amortization on forward
exchange contract

Changes in operating assets and liabilities E : i 3

Notes receivable ( 285256) . : 4,953 182,633 T 81,668

- N 33,141) (- 18,949‘5?

VHER O

& UL GTen

Accounts receivable ( 181,594) . ,126,068 (. 87,424) ( ~ 585,504)
Inventories 1,120,559 i 9,283 934393 ( 4,117,684}
Prepayment and other current assets 91,624 (= . 10958) (  827,578) 208,313 %
Accounts payable 548,432 657,632 19,680 _  ©167,726%
Income tax payable 1711471 £ 480,795 ( 3339,555) = 2,089,147%
Other payables 579,824 . 310,000 ( 1,250,553) = 1,652,380
Other current liabilities 147,181 (.. 18132)_ .. 234912 | 247,165}
Net Cash Provided by Operating Activities 25403219 214,652,985 © _13280,113 _27,829,886:
CASH FLOWS FROM INVESTING ACTIVITIES ‘. ~
Decrease (increase) in short-term investments 5201,192  : 3,983,634 ( 917,378) ( 4,499,078)
Increase in long-term investments ) ( 2,670,000) (:i 2,510,000) ( 2,617,955) ( 9,177,850)
Acquisition of properties ( 7319392) (-~ 7,319,392) ( 5,738,543) ( -2,494,358)
Increase in other assets ( 568) (= 3,352,308) - ( 1,622,360) 1,431,018)
Proceeds from sale of long-term investments [ - - 1,954,120
Decrease (increase) in pledged time deposits 600,000 = 250,000 ( 600,000) ( 77,299)

Net Cash Used in Investing Activities (__4,188,768) (°_8,948,066) (_11,496,236) (_15,725483)

CASH FLOWS FROM FINANCING ACTIVITIES " L. '

Cash dividends ( 7186256) (  6,205140) ¢ 13,180,003) ( 11,150,096)

Increase (decrease) in commercial papers payable  ( 1,282,970) 2,014,588 - I - 1,750,333 ( . :5,220,887)

Increase (decrease) in short-term bank loans R
payable and overdrafts ( 3,447,913) 106,090 ] 3,014,880 ( 692,579)

2

Increase (decrease) in long-term debts ( 2422,202) ( 1,877_,886)53 (- 2,546,834) .. 719,762
Purchase of treasury stocks - 4= (-1,905059) -
Decrease in payable on properties purchased - .o (s 4202) ( 498,995)
(Forward) S I




English Translation of Financial Statements Originally Issued in Chine_se

Increase (decrease) in bonds payable ($ 850,000) ( 850,000) $ 238,000 ($  41,000)
Bonuses to employees, directors and supervisors ;”/";(.* L 27 646) ( .,24898) (. 48913) ( 39,056)
Purchase of forward exchange contract < =~ . p T - .38,478 ( 12,541)
Net Cash Used in Financing Activities» , ( 15 216 987) { 6 933 ,336) (. 12 643 320) (16,935 392)
NET INCREASE (DECREASE) IN CASHAND” . v
CASH EQUIVALENTS 5997464 ( 1228417) ( 10,859,443) ( 4,830,989)
CASH AND CASH EQUIVALENTS, BEGINNING
OF YEAR 4,302,175 12,483,698 15,161,618 - - :19,992,607
- ADJUSTMENT OF PURCHASING TREASURY B S LTIt PP S
' STOCK IN 2001. .+ . L EEIaT L e 1788454 . ¢ . e .. - -

[
s

CASH AND CASH EQUIVALENTS, END OF

“YEAR 5,9,466,82 5 $ 4302175 $15.161618

A S

. $10299639

TR niopn v

'SUPPLEMENTAL INFORMATIO’ LT T T e J '{‘-"‘
Interest pa1d (exclu,dmg capltahzed mte‘ S § 2,625,022 '“’$ :'2‘442‘357 “$ 2,952,306 $ 3,276,364
Income tax pald ' R el 892 055 o 562 500 4,394,390 "' 1,512,556

NONCASH INVESTING AND FINAi‘ C“ING”»\ HSH i :).rE"f' Ty T T o LR T I P P
* ACTIVITIES 1+ 37 “sorn 1% wndz, moand ips
: Long “term. debts duewithin one:yearis i

Ar- - J AN
s el sEoT D

SUPPLEMENTAL INFORMATION FOR

e RUNCEIRN ‘.‘:". T

SRV b BT T L

U
BT S R BERC I

12,473,360, - $12,281,601 -:$, 8,140,269 _$12,809,033

.SUBSIDIARIES ACQUIRED - 7; « v . ofine 7 v o 0 s e ot -
The fair value of assets and hablhhes Of 1 tre o ST s e '
subsidiaries acquired follows: oo - AR .
Cash $ 9
Long-term investments o . 1,597,253
Others B S R T B P /-
Liabilities cleiaale te tal e S (e 90)
1,597,247
-Sharéholdings per'centagef SET A D T LRI L E,~;,,¢_;<;.A N X . -99.44%
Ceanogbet Sl Rt ST AT CE et g TR 1 588 302
Deferred credit ' . ( 210,977)
Acquisition price for the subsidiaries 1,377,325
Cash, balances of subsidiaries calculated by} -
) shareholdmgs percentage S T ( 9)
Cash paid . . N . . $ 1377316
A

. The accompanying summary of 51gmf1cant accounting policies and... .. . :+c -
basic assumptions.oit upda*ed forecasted financial statements are an integral-part,c of this. statement

FR P A




English Translation of Financial Statements Originally: Issued in Chinese

CHINA STEEL CORPORATION

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND AR
BASIC "ASSUMPTIONS ON UPDATED FORECASTED FINANCIAL STATEMENTS:-
- '(Amounts'in Thousand New Taiwan Dollars, Except Dividends Per Share-Unit” -+
Prices, Unit costs and Unless Otherwise Stated)

COE T IR

A. GENERAL "

The Corporation, in compliance with regulations stipulated by the ROC Securities and Futures
- Commission, -publishes:it§financial forecasts to provide investors with information on future
operations.
" On Noveinber 28,2001, the “Corporationcompleted the preparation of its original forecasted
financial statements for the year ending December 31, 2002 (heremafter, “2002") based on the
* - management’s best assumption,.estimates and evaluation .of future operations. Due to changes
© i events and circumstances and 51gru.f1cant “basic assumpnons, on June 20, 2002, the Corpqratlon
updated the 2002 forecasted financial statements based on the management’s updated estimates
and evaluation of future operations. The updated basigassumptions, stated herein are.those that
~ management considers are material to affect the original forecasted financial statements. -: There
~will fisually be differences between the ‘forecasted and actual: results. because, events and
circumstances frequently do not occur as expected, and those differences may be material

The historical data for the years ended December 31, 2001}and 2000° Were excerpted from such
periods” audited financial statements for comparison and referérice purposés I

. S -
EICHIEINE R Pogerl2
T

DRoroar el kot ey

Sy ¢

B. IMPACT ON THE OPERATION RESULTS FOR
-.-.THE UPDATED FORECASTED FINANCIAL STATEMENTS

NT"ne comparison between updated and original forecast on gross profit, income.from operations
" and income before income tax for 2002 is summarized as follows:

o - Increaser.
Fofecdst = - i (Decrease)‘ "
o Updated Original ™~ Amouint’ " {%

" Revenues $89,914,152  $81,075902 $ 83838250 = 11
Cost of revenues ._71,701,937 72,265,305 ( 563368) (1)
Gross profit 18,212,215 8,810,597 9,401,618 107
Operating expenses® - .~ - < .= v 4578364 ;4,300,211 278,153 6
Incomé from opétations '+ #5 . .. 13,633,851 ¢ 4,510,386+ 9,123,465 202
Non-operating expense - net 633,851 10,386 623,465 6,003

Income before income tax $13,000,000 $ 4,500,000 $ 8,500,000 189




The 2002 forecasted financial statements were updated mainly resulting from the change in the
basic assumptions to the following revenue, cost and expense accounts:

Ll

1. Revenues

-

e -

‘Revenues increased ' by - $8,838,250 - (11 %), mainly attributes to increase- 1n derrrand of
‘intermational:steel market and product price. The Corporation anticipates that average unit
' -selhng pr1ce and sales volume:will i mcrease by.10% and 1%, respectrvely e

" A SRS A 3
- C Lo, oIRLT IR S A ot B IETTUNN AT . Caites pmo o

B . -

-~ +

S22 Costoflevenues S it e irter sl T

st . SIS . - .
4 * : -t vog BT ) St RN

o 3Cost of revenues decreased b)b $563 368 (1 %), m’ainly attributes to jimproyemer\ts in operation
"+ andcost control which alsoreduce costs of raw materials.and related expenses,. - .i;
-3. 'Net non—operatmg expens SR .—;.»r:':-, L SRLUTRFIRNPES & MR : LR

- Net non—operatmg expense: mcreased b}L $623 465 (6 003%), ,malnly attrlbutes to the dﬂcrease

in gain on sale of short-term investments:of $842,328;: and the dncrease in other expenses of
$34,116, net of the increase in investment income of $252 979 under the equ1ty method based
on the investees’ updated forecasted: profit.-for2002. . G

C SIGNIFICANT ACCOUNTING POLICIES

FE S A S T R 0 S A s

Ca e e e e . Y 1
6 R eERy e IR, . Rk

";--’-"" The significant accountmg policies obzthe Corporatlon wl'uch coaform to generally accepted
<o+ accounting principles in'the Republicof Chma ‘are- summarxzed beldw.\; i o S

FLATTETL

C ash equrvalents

e T Al s b S . owndi Poritern

-t : B - . -
TIOSOT I TL NS B I I et e T e woap s
l RN SR o, PN St I

©Cdsh equrvalents represent commercra] papers matured wrthm three months from mvestmg date.

B .5--‘_ R DI ~;‘ R ; R

oL rri

"ShOrt—terin inves'tme‘nt's’l~ (R ds LTS

u R L A O T O I D IS TN T K SRR ISR T e .
" Short-term’ mveshnents, representmg ‘bond funds, stocxs hsted and traded in the Tarwan Stock
Exchange and commercial papers matured over three:months from-investing .date, are stated at
the lower of weighted average cost or market value. Market value represents net assets value of

©'% Yond funds on‘balance sheet date; or'mionthlysaverage price-of listed stocks in the latest-month of

the period.‘ BERITISES ATORT RIS RIS N FUT S ST

U Inventories UV T TEISLTITA e d Logee s i T i a aie

3

.t : . e e o g
[PORR vobeir o : - NSRS SRR L

Inventories -consist’ of raw~ materials, supplies, -fuel; -finished -products,- work.in process,
by-products and construction in-progress::~ The. .construction: revenues; are recognized by the
percentage-of-comipletion method, and the construction in progress is determined by the costs
incurred plus (less) the estimated gain (loss). Other inventories are stated at the lower of
weighted moving average cost or market value. Market value represents net realizable value for
~-finished products, work in process, by- products and construction in progress and replacement

costs for raw materials, supplies'and fuel.. .- . - R RRTRE




b

Long-term investments [ P PCIRRIS I - SO TR

Long-term stock investments for which the Corporation owns 20% or more of the.voting shares of
the investee or has significant influence on the investees are accounted for by equity method.
When the equity method is initially applied, the difference between the carrying value of an

- investment and the proportionate equity in thé net:assets of the investee is amortized over five

years. - 'Investment ‘gains orlosses are.recognized. quarterly, unrealized gains or_losses arising
from transactions with investées and from transactions between investees are eliminated. Cash
dividends received from investees are recorded as a deduction in the investment carrying value.
Translation adjustments, unrealized loss on long-term investments of investees and unrecognized
net loss on pension cost are recognized proportionately by the Corporation's shareholdings.

" Stock dividends receivéd-are accounted forsonly:as increases in-number of shares held. When

the investee issues additionalsHares}-and if the Corporation dees not acquire the proportionate
shares, as a result, the Corporation’s percentage of ownership is changed. The difference
between the long-term investment accounts and the proportionate shares in the investees’ net
assets shall be adjusted to the capital surplus or to unappropriated earnings if the capital surplus

- is-insufficient to: bebffset.: If-the market pricés.of.investees decline significantly and not
temporarlly, the investment loss shouId be recdgmzed asirealized loss in the same year

T ULy .
roree A T e !,; EYaukrn ,n M TS C AT - o

Other investments are accounted for by'cost method.r. EI D L S R

Properties and other assets

SEL MG DV T
Properties and other assets (leased assets) are stated at cost or cost plus apprecuahon less
" accumulated depreciation. - Interest expense arised {fyomy -purchase . or, construction -of such
properties is capitalized astost. - Major additions, rénewals pnd betterments.are capitalized while
maintenance and repairs are expensed currently.

RS

_ Depreciation is provided on cost by the straight-line method based on estimated service Lives as
- follows:” ‘Larid improvements;: 5/ to.40 - years;- buildings, and :improvements, ;20 tq: 60 ;years;
machinery and equipment, 3 to 25 years; transportation equipment, 3 to 25 years; miscellaneous
equipment, 3 to 15 years. Depreciation is provided on appreciation by the straight-ling.method

over the remaining service lives of the revalued assets. When a property reaches its original

" service life but is'still in use; its residual valuesshall be further depreaated oyer its reestimated

remalmng serviceclives ‘t:mtxl fully depr,ecrated

FoRiunan ing sl e ‘?_' N AR Tys g lr I

SRR 1 12 SITII Yonoreypg i
Deprecxa’aon on “machinery iand: equlpment Ieased to the Co;rperanens iaffiliate, (updem other
assets) is provided by the working hours method. gl e

Upon sale or disposal of properties, the related cost, appreciation and accumulated depreciation
are removed from the accounts. Gains or losses on the retirement or disposal of properties are

K cred’ited'(’i)r-“chat‘ge"d“tO'Cﬁrrentinco'me and any such gains incurred before 2000, net of applicable
" income tax ‘ar¢ transferred laterto’ cap1ta1 su.rplus in the-same;year. .
i e e oo SR L e Fr o S S

"% Sales: - f' chate v

s '

~ oy e - N . 4
S TR - TR R L e L el
i VAT 2 P IR

- Sales are recognized -as follows:. Domestic.- when prodﬁcts are deliver\ed;off the‘Cci‘r,po_r‘aﬁon's

premises; export - when products are loaded aboard vessels, 1o oo - e .-




“Pension - - - . ... oL v e bl

S I R Jiteo .
Pension costs are recognized based on actuarial calculations. The difference between the pension
costs recognized and the amount appropriated to a special fund is recognized as accrued pension ]
liabilities. Pension benefits paid in excess of the fund and accrual are charged to expense.

rre

ST e ‘. . ;o ' - . .
i Ca i ooy LR SN O . . .
fe T S - Lo

Income tax RE o e

Income tax is provided on inter-period allocation basis. Tax effects of deductible -temporary
differences and unused tax credits are recognized as deferred tax assets. Valuation allowance is
prov1ded for deferred tax assets which ‘are not certain to.be:realized. . Tax effects of taxable

o temporary differences are récognized as deferred tax liabilities: ~Deferred tax-assets-or. liabilities
- *are ‘classified as current or noneurrent based on the classﬁlca’aon of. the related asset.or liability,
- otherw1se itis classﬂ’led accordmg to the expected reversal time: perled welpintg oL

g Sy B A S .
Sl i s T S s L P X ~‘J.n;,‘r‘.' ‘ PSS

' expense are recogmzed as iricome:tax credit When occur.” 77

vy - ;J LR Holsa ST P
D R G, [AER-EAE e n“'s‘_,'.) /j‘ 1."./‘#;""

Adjustments of prior years’ taX’ 11ab1ht1es are: added to or deducted from the current year's tax
provision.

Annual earnings shall be appropriated: by: the resoldtion of .Company’s -stockholders in the
following year. The unappropriated earnings, as determined by the tax regulations, shall be
“gubject to 10% income ‘taxes:" Such taXes are: recorded as expenses after the stackholders r‘esolve
s 1hat the earnmgs shall be re"tamed* ...... 5okl ot S

s "
CARE il b ,..k L_.(.\»".'
e

RIS T

ER TR LAY S ¢ 8

Fore1gn—currencv fransactons 1 3T niRan S T L s lan e e

Foreign-currency transactions, except derivative financial instruments,:‘are!.recorded in New
~ Taiwan dollars at the rates of exchange in effect when the transactions occur. Gains or losses
" résulting “from- the" application' “of “different foreign: exchange ! rates.-when foreign-currency

receivables and payables are settled will be credited or charged:to: income: in- the year of

-settlement. - At the balance.sheet date, foreigriseuirrency assets and liabilities are restated at the

prevaﬂmg exchange rates and resultmg ad]ustments are credxted or charged to income.

P B v S e e e 2L TRIE -

Treasury stocks

\’ 'v,:»':'*) "'_‘, I ft- "::,ﬂ; R

Derivative financial instruments o ey

Forward exchange -transactions”entered into as hedge for foreign-currency .r.et.assets or net
Niabilities are recorded in New Taiwan dollars at the spot rates on the date of each forward
“contract. The effects'of the differences between spot rates and forward rates are amortized over
the period of each forward contract and recognized as gains or losses. Year-end balances of
forward exchange contracts are restated at the prevailing exchange rates -and the resulting
adjustments are credited or charged to income. Exchange gains or losses on forward exchange
transactions entered into as hedge for foreign-currency commitments are deferred as adjustments
to prices of transactions.

-10-
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The related receivable and payable balances for forward contracts are netted against each other
and the resulting balance is accounted for as either current asset or liability.
; . B -+ [ Cl f o

. .- o T S e
[ : I L R L L

" Earnings per-share : - T R T T

ST RERS . BN . . -
Yo . R . 3 . .
s 1 " L. b

Convertible preferred shares were not included in the calculation of earnings per common share
because earnings per share are not diluted.

'Accountmg Change St et 0 e F AR AP
. I B T R R % SR SRR A :

Accordmg to Statement of Fmanc1al Accountmg Standards No 30 Treasury Stocks and
- ‘regulations issued by ROC Secutities &.Futures Commission,-the Corporation’s shares acquired
- and héld by subsidiatids should be accounted for.as treasury stocks effective 2002. As a result,
the Corporation’s shares acquired by its subsidiaries; based on the bock value of such shares at the
beginning of 2002, were reclassified from the long-term investments to treasury stock. Due to
" the adoption of this accounting-principle, the Corporation's:long-term investments and. retained
earnings will decrease by $1,571,253  and $9,241; and. treasury stocks and unrealized loss on
investees’ long-term investments will increase by $1,356,485 and $205,527, respectively, as of

« Decemnber 31,2002. Updated forecasted net income for 2002 will decrease by $9,241, - .,

- .

.~ SUMMARY OF SIGNIFICANT BASICASSUMPTIONS wotss . e “oran - o &

D S v Lo i - . s I
PR Lo odogrortiieit; i {" <7 T rrr

[DRAS DrE-TASSEES ! AE wT I

g The updated forecasted fmanc1al statements 'weerprepared’ based on -the actual amount for the
five months ended May 31, 2002 and the forecasted amount;for, the seven.months frpm Iune to
December 2002. The updated forecasted data are based on current market situation, operanon
plans and the management’s best estimates and assessment of future operations: ;- ..o 13-+ 1

PR ,.__M__‘

S b Statementﬂftlndomex LTIAFG IRELE R e i)

e TR MO TmenaYr At poa T+ R T - ‘- . ‘ :
The orlgmal and updated forecasted revenues and cost-of - xevenues for 2002'are summanzed
' ﬂ by products as f’Gllows: Lilz

N

. ‘
;oA ; ‘»-.,- i 3
PR ;

t.‘» N RISS1 SR ":-f-'_;fi ,-‘,:,.' L N LR ST 37
RS ceoTEndl i abuers gani Updated Cinh tuegla ot Ongmal
¢ Quantity; . T'Un}t_.»,:‘;‘lr- il Quantlty Umtj,‘__, LT
__(Tons) Price ' Amount (Tons) Price Amount
Revenues -
:_‘../g_il}_‘i:'..;’: er’ :‘.‘A- '

‘Hotrolled coil and sheet, 4,308,038 $ 7,543  $32494537 ~ 4262500 $ 6,653 $ 28,356,733
" Wire rod plate andbar U3,701252° 79, 603 25,941; 309> 5+ 2 683,500~ *- 9 19671 24,677,949
Cold rolled coil and sheet 2,298,261 10,764 24,737,405 2,122,000 9,897 721,000,761

Other coil and sheet 692,449 5,980 4,140,805 = 832,000 5,162 4,295,088
By-products and non - JUmEeTI ATyt pri
steel products 1,143,265 888,540
- Servicesand others;-:: .- -~ . .. 1456831 .. : . — 1,856,831
R S i Tt P T R PR
, .. Total revenues . ; ... ... _10,000000 . . . = $89.914152 9,900,000 S $81,075,902
T " (Forward) ' '

w11 -




Cost of revenues

Wire rod, plate and bar ' 7,572 20,454,922 ' 7,743 20,778,325
Cold rolled coil and sheet 8,744 20,095,111 \ 9014 19,127,049
Other coil and sheet , 4,918 3,405,535 ‘ -~ 5,005 4,163,962
. ... By-productsandnon- . o . L ‘

" _steel products o LT 1108, 108’“ B 753,240

- Serv1ces and others IR S 816034 '+ 1 LTt 1,201,304
“Total cost of reve'nue's_”' ORI TS 571!701‘93 B $72,265,305
Gross profit ratio | . . : ‘ 20% o 11% .

a. Revenues

et

Hot rolled coil and sheet S 5,994 h$2.5,8’22»22_7 | R $ 6156 | $26,241425

A Ry S T R I (o oo cberrs

- Based on the. currentravallable sale° orders,the market prlce for the second and third
- quarters of .2002 as. well 4s Jthe historical  reccrds. mhpreyrousj‘year‘s,ﬁthe Corporation
anticipates that the selling prices for steel products, will be increased by 4%-16% and the
average unit selling price will increase by about 10% for the second half year of 2002, as

compared to the original forecast. B T
“w et 2o Updated. forecasted rev2niese will; increase . by .$8,832,250 (11%), as, compared to the
RS ongmal forecast mainly-at'ributes to the follc,wmgu TR SV
- o BRSNS L SN ‘Ll},.f.lil'fz' LR Sl A
1) Hot rolled coil and sheet ey
The prices of hot rolled coil and sheet products will increase resulting from the
prosperity of steel market. The Corporation antrcrpates the unit selling price and
5 - sales volume will increase:by. 13% .and 1%, recpeehvelv, and resulting in the increase in
L1 LT - ravenues: by$4137 804 f15%~) wT e DAL
2) W1re rod plate and bar ‘ - I_ i J »
Tne Corporation anticipates that the sales quantities will.remain at the same level but
the unit selling prices of these products w1ll increase by 4%, resultmg in the increase in
i3 o .:ia»revenuea by ‘Bl 233 360 (Ro%) e :
3) Cold rolled coﬂ and sheet
The dernand for cold rolled coil and sheet will increase reﬂectmg the recovery in steel
.. market: :The:Corperation anticipates an increase in unit_selling price by 9% and
‘resulting in the increase ir revenues by, $3;736,644 (18%).. .
4) Other coil and sheet

The unit selling prices of other coil and sheet will increase by 16% but the sales
quantities will decrease by 17%, resulting in the decrease in revenues by $154,293 (4%).

.12-
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b. Cost of revenues

. Updated forecasted cost of revenues will decrease by $563,368 (1 %) as compared to the
' orlggnal forecast, mainly attnbutes to the followmgs coe T

3 -

1) Raw materials

pare o,

i

The updated estimate -price of raw materials are based on the ex1stmg purchase
contracts and the future market price estimate. Because of unprovements in
production process and production efficiency, the Corporahon antlc1pates a decrease
in unit cost of $118 (3%) per ton of raw material, and resulting in a decrease in the cost

of raw material of $830,115 (2%), as compared to original forecast.

2) Direct labor

PR

.

This consists mamly of employees’ salaries and wages, bonus, overtime pay, insurance
-“and pension: T The Corporatlon ariticipates” an -increase of $509,444 (14%), mainly
attrlbutes to ifictreasein bonus Wthh is calculated based on earmngs (due to increase
*in updated forecasted earrungs)‘ VLT T 2 ;;f-', R

. e e AT gt al \
P RN A EN PRI RSNy
. RS

3) Manufacturmg expenses N TRTRL R P

~""“The manufacturifig - departmentséstindated-2002 -manufacturing : éxpenses based on
production budgets, “historical data; price’ levels. personnel: plan,- and individual
expenses. The Updated forecasted manufacturmg expenses for 2002 will decrease by
$212,296 (1%), as analyzed as follows: vatle bt T gl

‘~a) SalarxesandwageSf el e

N ‘:.L

i ".‘v

o

4 i,

BERETR “_.f:".v PR U R ST

-+ This "Cofiists- mainly ‘of salaties and wages;"bonus, overtime .pay and pension.

‘‘Variable overhead -

Due to the increase in updated opefatingedrinings, the incentive bonus will be
increased accordingly. Consequently, salarles and wages are anhc1pated to
increase by $684,124 (11%). P R

This consists mainly of the costs of mainténance, fu€l; factosy supplies and utilities.
The Corporation anticipates a decrease of $1 043,651 (7%) due to cost control.

I N I I S
Other expenses

[ O R A T L P vl F el T LY SRR

"' Other expenses for 2002 are estimated based-on’ thedctual -expenses for the five

months ended May 31, 2002 and are anticipated to increase by $147,231 (2%).

-13-




Operating expenses

Updated forecasted operatmg expenses for 2002 w111 increase by $278 153 ( %), detailed as

follows: ) AN Lo

1) Salziﬁes and Wagéé S g
The consists mamly of salaries and wages bonus, overhme pay, insurance and
pension. Due to the increase-in updated operating earnings, the bonus will increase
accordingly:*" The Corporation ant1c1pates an increase of $213 921 (11 %) in salaries and

[N g

WagES e LT TR b e El
N : -

2) Other expensés -' fote T s R NI TIT
Other expenses for 2002 are estimated based on the actual expenses for the five months
ended May 3T, 2002. The Corporation:expects::no’ significant”change in other
operating expenses.

. Non-operating income and expenses

1) Interest income and expenses

Fer mn Sy $eDeen B b U = VT S, . . .
‘,.-,(,[ PO Ao, U T ey ik ey s U B Ty aw g b ‘_:“.:»-».,,

Updated forecasted interest expenses are based on the average outstanding balances of
short-term bank loans, long-term ‘debts - and..bonds..payable . (the. Corporation
anticipates to issue bonds of $5,000,000), less capitalized interest of about $100,000.
Updated forecasted interest income is calculated based:on: the average balances of time
deposits and commercial papers, and is anticipated no significant.ciange as compared
to original forecast. '

Investment income

Updated forecasted investment income consists:of the investment incomeunder equity
method of $1,591,217 and gain on disposal of short-term investment of $201,192. The
updated forecasted investment income will reduce by $589,349, as compared with the
original forecast, solely due to the decrease in gains on sales of short-term investments,
although the updated forecasted investment income under equity method will increase
based on the investees’ forecasted operating results as follows:

Investees”: v3+. - .5 Investment

Net Income % of Income

e e _(Loss)  Ownership _ (Loss)
China Steel Express Corporation ™~ $ 600,500 - 100 - $ 600,320
¢ Gains Investment Corporation - .. .- -2 110,000 ~,100;-sg . 110,000
C.S. Aluminium Corporation 255,072 1 70 98 2o 249,256
'China Stéel GLQE_)E;I Trading Corporation " . 120,000 “100" " 119424
. China Prosperity, Development Corporation 345 100 345

China Steel Security Corporation 6,275 100 6,272

(Forward)

-14-
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e.

(Forward)

" -15-

Hi-mag Magnetic Corporation ($ 40,000) 50  ($  20,060)
“Info-Champ Systems Corporation ««-. -+ -: .~he4;,90,000 - 100 ... 89,802
China Hi-ment Corporation 172,972 20,52 35,096
China Ecotek Corporation 52,400 36 18,948
China Steel Structure Corporation 129,528 -. . +18.. 23,289
China Steel Chemical Corporation 470,613 31 145,749
- Yieh Loong Enterprises Corporation - ~ - 637,038 5. -, 24y 152,889
.'Goang Yaw Investment Corporationand.. .. ..., 53 =7 st re oo
-~ = other eight companies " -~ 101,899, --100 101,899
Taisil Electronic Materials Corporation 100,000 35 35,000
Kuei Yi Industrial Corporation ( 400,000) 30 ( 120,000)
Kaohsiung Rapid Transit Corporation ( 184,387) 31 - ( 56,238)
Chma Steel Asia Pacific Holdmgs Ptd Ltd.

(CSAPH) Pswivs el o el watinabies oo 7000 591,226 ,-100 91,226
Chma Steel Machinery,Corporation-". 7  7ic: $000 . -100 . 8,000
Investment income-net $1,591,217

B L S USSR I e
Income tax ‘
EEET &5 PR BTl T
Updated forecasted 2002 income tax is calculated as follows:
“en R R R T S B L O TL et TR IoF YR T I Tl e, 0 e T
Tax on pretax ineome: at statutary rate (25 %9 0 apimal eand $3,250,000
"+ 1Depreciation difference: . 700 53 ehncd eriar o2 o 713,000
-1 aInvestmentinéome! foist i s o s tegradt s pu;«f.iﬁyffi T ( 448,102)
. T-Reduction inxcapital of investees;rs ~«iesay Inisiamu- 5 e - (__525,000)
‘ e 2 fninie o 2,989,898
Tax on unappropriated earnings ) 451,434
Investment tax credit e v peiens, nn 12(837,806)
Income tax payable 2,603,526
Change in deferred income:tax ;o oo on; i <ot : N R (__713,000)
CTIRETLCETSE Ty e b L b o ey Drrn T VO e
o M = S el ’;:’1 e O RSt M
Income ta’x payable is- net of prepard income tax . R
iz SEEE- Y TR iz iz f.'.}f»ﬁhi‘;t-'i"w,-'i ‘?11?"‘] SR s RN 3
Earrungs per share it L
S R Denominator
T ‘. . Numerator-Amount (Thousand
73002 (Ubﬁat?_d)_; :"Be_fore Tax_ After Tax B —20(32 (Updated) — Shares)
Net incorhe " $13,000,000 $11,109,474 Werghted average number of 1ssued
Less: “Dividends to. ., = - .. commonshares ., - 9,267,993
preferred stocks e 1t 66,875 - .66, 875 [(ess Welght,ed average number of
o - ) ST treasury stocks =~ T F
. " IPurchased by the Corporation 150,000
.- Held by subsidiaries. ~. 96,026
Net income belonging to
common stockholders  $12,933,125 $11,042,599 9021967




' 2 Balance Sheet

a.

s

2001 © 2001

‘_Net income : ) $ 8,406,799 '§. 7,459,750 Wexghted average number of ISSUEd
Less: Dividendsto =~ =~ 7 R common shares -~ ¢ 0 9,061,168
preferred stocks 66,875 66,875 Add: Retroactive adjustments for
capitalization of retained earnings 206,825
Less: Weighted average number (}f :
treasury stocks . 29,925
Net income belonging to ‘ T e
common stockholders 8339924 $ 7,392.875 S R 9.238,068
Net income _ $21,605547 $18,581,535 Welghted average number of 1ssued
Less: Dividends to ‘ common ishares’ ™ - 1T 8,748,363
preferred stocks 66,888 66,888 ‘Add: ! Rétroactive adjuatments fot-.

capitalization. of retained earnings 519,621
Net income belonging to

common stockholders  $21,538,659 $18514,647 9,267 984

The number of shares are retroactive adjusted for the effect of capltahzatxon of retained
earnings in calculating the earnings per share. Consequently, earnings’ per share before
tax and after taxare.decreased from $0,92 and $0.82 to $0,90 and $0 80 for 2001, and from
$2.46 and $2.12 to $2.32 and $2 00 for 200>~

:":'

£~

Balance, beginning of year L T $35,026,411
Additional investments oo e o o 2,670,000
Cash dividends ™~~~ ~7 ST (1,000,000
Investment income under the equity method (see item 1. d 2)) 1,591,217
The Corporatlon s shares held by investees accounted for as treasury stocks ( 1,356,485)
1-Reversal of unrealized loss, gn long-term investment . . 2,924
Cumulanve translatlon ad;ustments of. mvestees long-term mvestments 3,843
Balance, end of year $36,937,910

b. Short-term borrowings

The Corporation expects to repay short-term bank loans and overdrafts of $3,447,913,
commercial papers payable of $1,282,970, the long-term debts of $2,422,202 and bonds
payable of $5,850,000, to be financed by cash inflow from operating activities and issuance
of bond of $5,000,000.

S -16-
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c. Appropriation of retained earnings
In March 2002, the Corporation’s Board of Directors proposed the appropnanon of its 2001
earnings, in accordance with the Corporahon s Article’of Incorporatron as follows

et A s LT

Legalreserve Lo o . S $ 748,026
Special resérve e 250,463
- Cash dividends =~~~ L
Common stock - 8% pen 2 ;) LT 7,128,934
Preferred stock - 12% . 57,322
Stock dividends vl
. Common stock - 2% L 1,782,234
 Preferred stock r.2%, | T e o 9,553
Bonus to ducectors and supervxsors e, o 27,646
Bonus to employees iz .- T . 276,458
S : B e W e T S e $1O 320.636
d Treasury stock 3 o oo
s B e 3 AN
Treasury stocKs for the' year endmg‘Decembe‘r 8 "?2002’ dre‘as fd[lows
S “T/ Lo, I.z'”& ( .J..r 2 ‘&;t‘ th
Thousand shares End of Year
Beginning Thousand:->
Purpose of Year Increase  _shares Amount
SEAC e T TR ) e
Shares acquired for transfer to o o . B
employees o ST 00T L T S 50,000 $1,905,059
- . Shares acquired and owned by . o
o subsidiaries (see Accounting BEER HEow i
a Change) - =79, 026 o s 96 026‘“ 1,356,485
. | N 150,000 “06006" 246,006 - $3.261504
B R S T SOOI P ——T—r f3l S L T s AT | -
In 2001, the Corporatlon acqulred 150 000 thousand sharés of ifs co‘mmon stOcks at the cost

of $1, 905 059. “Thesé shirés will'be transferréd to emp"loyees iri thé appropriate time.

g e e
VIR O] FUENEI Y SRt
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E. UPDATED FORECASTED QUARTERLY OPERATING RESULTS FOR 2002 .:

oo Actual oo s - . Updated Forecasted

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Revenues §21,076,045  $23,607,063 ’$22 344737 $22,886,307
Costﬁf'revenuesi' i 18,316,998 19,313,397 17,035,121 17,036,421
Gross proflt o § 2750047 § 4203666 $ 5300616 S 5849886
Gross —proflt ratios 13% 18% . 24% 26%
Income before income tax $ 1,566,321 : . 2,926,245 -.$ 3,983583. - 4,523,851

i ,l""']!‘-“.' ' [ 4 g "r";“\":’”;"‘ . T el e
F. SENSITIVE ANALYSIS OF THE UPDATED FORECASTED FINANCIAL STATEMENTS FOR

2002 (JUNE TO DECEMBER) R s A LR SRR BEPaE

a. Changes in foreign'éxchange rate

T A - ’ e

Updated forecasted exchange rate of New Taiwan Dollars agamsth S. DoIIars US$1=NT$34

Amounts expected to be affected by the change in exchange rate: :

Revenues (export sales) US$ 416,999,647

Costs of imported raw materials and supplies 7o Y7 ppn L il o 530,603,124)

Other operating expenses ( 3,294,210)
Iy stz (US$ 116,897,687 )

‘ EIPeE Sy BV
...,s.m,qJ O]

“Effect of fluctuations o excha.nge rate:

S50 IUUENS S 1S S _AmiHprrY o anlud

. Apprec1at10n (Deprec1at10n) Increase (Decrease) in Income
» of N ew Ta1Wan Do]lars NEPE el e before Income Tax

b Updated cﬁanges in urut seﬂmg prlce RSN OIS '»_

.<4 ”r‘ “"r‘-‘“—-- T ':_‘._vs NS ANARL

Estimated average unit pr1ce for 2002 (]une to December) $9 265 per ton

.!

'_ LT P BN

Eshmated sales quantltles for 2002 (]une to December) 5 430 366 tons

RN
1.

g Effect of changesmumt"s'ell'mg prxce: SRt n Lo .
Increase (Decrease) * Increase (Dec;ease)
in Unit Selling Price in Revenues-
1% : $ 503,123

1%) ( 503,123)

18-




¢. Updated changes in sales quantities:

Estimatéd afvera ge gross p_roﬁt for 2002 (June‘to December):  $2,204 per ton

~ Effect of changes in sales quanhtles
"~ ... Increase (D'ecrease) S N vt Increase (Decrease)"
in Sales Quantities in Gross Profits

T L R RN

1% $119.685
(1% ( 119,685)

- d. . Updaied changes in cost.of raw materidls: = - e

Estupa’_ced cost of raw materials for 2002 (]une to December) $19,531,014

e LENET R I A S R A A
Effect of changes in cost of raw materlals: fiyteT o
Increase (Decrease) in . . v-Increase (Decrease) in Cost
Cost of Raw Materials ‘ of Revenues
L R TS I R I RV A SRR SUNIR e Al ey g

1% | 5195310
( 1%) oimrenn S sl e v ang e e osalla o 0 Ly, e (L 195,310)

'*G. ACHIEVEMENT OF 2001 FORECAST: . “Heyquse b st .+ 4 5 pi ot v 20
S GO e L s 1
B Achievement
On Updated
g7 s cHorecast - i .- -Forecast
Actual Original IMated (%)
Revnues 1 §85101266 $92,761 014j $85 o73a14. < 99

Cost of revenues 73,223,833 72529976 73479428 100
Gross proflt E 11,877,433 20,231,038 12,493,886 95
Operating expense 4,483,903 4,561,897 . 4,561,897 98
Income from operations 7,393,530 15,669,141 7,931,989 93
Non-operating income 5,710,979 .11 5,240,120 .;; 5,968,503, - ... 96

Non-operating expenses 4,697,710 3,659,261 3400492 138
RN ._,“' ( ,’ DR oot : “'Lz Ty o e
Income before income tax $ 8z406‘799 &17(2501000 $]O(500(000 80

The 2001 orlgmal forecasted fmancxal statements was pubhshed on December 15, 2000. Due to
the changes in assumptions and circumstances, the 2001 updated forecasted financial statements
were prepared on August 28, 2001. '
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The reason and impact of the revision: The changes in the basic assumptions for the revenues,
cost of revenues and non-operating income are mainly resulting from the slowdown in both
international and domestic steel market, and the increase in investment loss recognized under
equity method and gains on sale of short-term investments. Consequently, the updated forcast
gross profit and income before income tax decreased by $7,737,152 (38%) and $6,750,000 (39%),

respectively, as compared with the original forecast.

. ACHIEVEMENT OF 2002 UPDATED FORECAST AS OF MARCH 31, 2002:

Revenues

Cost of revenues

Gross profit

Operating expense
Income from operations
Non-operating income
Non-operating expenses

Income before income tax

Actual
Three Months 2002
Ended Updated  Achievement
March 31, 2002 Forecast (%)
$ 21,076,045 $ 89,914,152 23
18,316,998 71,701,937 26
2,759,047 18,212,215 15
1,075,513 4,578,364 23
1,683,534 13,633,851 12
719,270 2,416,720 30
836,483 3,050,571 27
$ 1566321 $ 13,000,000 12

5
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