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Message from the Management

A Declaration for Corporate
Sustainable Development in the
Face of Climate Change

In view of the increasingly significant impact of climate change on enterprises, we are committed to
addressing climate-related risks and opportunities to pursue business sustainable development. The Board
thus established the Corporate Governance Committee (now renamed the ESG Committee) in 2019, with a
“Environmental Sustainability Working Group”. The group chaired by the President assesses and manages
the climate-related risks and opportunities, sets management strategies, and targets for climate-related
risks and opportunities, continuously analyzes and controls climate-related risks and opportunities, and
periodically reviews the effectiveness of management and reports to the ESG Committee. This fourth
TCFD report is published in 2024 to present to all shareholders our ceaseless efforts in addressing climate

change.

To extend our corporate responsibility for sustainable energy development as a citizen of Earth, we
already passed the environmental impact assessment (EIA) for wind turbine construction at the Lungkang
Industrial Park as early as 2007. Further in 2010 we built Taiwan’s first steelworks with the hot billet direct
rolling process using no heating furnace. In 2012 we voluntarily signed up to the WSA Climate Action
Program to report GHG emissions to get ahead of competitors in the industry through active innovation.
Later in 2020 we joined climate-related financial disclosures, Carbon Disclosure Program (CDP), and
Environmental Product Declaration (EPD), international initiatives and programs relating to environmental
protection and climate change, at the same time. In 2021 we published our first TCFD report (Tung Ho
Steel TCFD Report 2021). In fact, all four TCFD report have passed the BSI verification and were rated
Level 5+: Excellence.

We earned great results in the CDP Corporate Questionnaire 2023 for both climate change and water
management. CDP is a global indicative rating body for climate change. In 2023 we earned an A- for
climate change leadership, recognizing the transparency of our climate-related information disclosures
and emission reduction targets. Our score was above the average (Level C) of the metal smelting, refining,
and forming industry, the average of Asian businesses (C), and the average of global businesses (C). These
results showed that we have entered the stage of climate change management and adopted integrated
actions for climate-related issues. We also earned a B in our first attempt in water management, suggesting
that our efforts in water management have borne fruit and our integrated actions have been proven
effective in water-related issues. Additionally, we are the first construction steel manufacturer in Taiwan to
pass EPD and CPD accreditation.

To take action for climate change adaptation and mitigation, the Board passed the establishment of the

“Regulations for Appropriation and Utilization of theSpecial Reserve for Climate Change Adaptation and



Mitigation” in 2022 to spend the special reserve on projects and programs for climate change adaptation
and mitigation, such as energy-efficient equipment, equipment performance improvement and replacement,
the R&D of energy conservation technology, and the development of technology for low-emission
products. In the meeting for identifying climate-related risks and opportunities this year, the Environmental
Sustainability Working Group identified five material climate-related risks and three material climate-
related opportunities. Based on our short-, medium- and long-term financial conditions, we are still able
to maintain stable and sustainable operations and take advantage of the opportunities arising from climate
change to generate more profits and set carbon reduction targets that are in line with the national pathway

to net-zero emissions in 2050.

In 2023, the Board also passed the 2030 stage targets (carbon reduction by 30% and RE30) for “Net
Zero 2050” and made the following announcement to all guests and stakeholders at the Company’s 60th
anniversary celebration: (1) Reduce carbon by 30%: through equipment replacement, process improvement,
and the combined effort of heterogeneous partners, reduce total carbon emissions in 2030 by 50% over
2005; (2) RE30: Use over 30% of renewables in total electricity consumption. To achieve the 2030 stage
targets, we will actively implement measures and advance the schedule for “value change engagement” to

work on the 2030 carbon emission target in collaboration with suppliers.

In carbon reduction by 30%, we will engage in equipment modification in the next five years, planning
to retire the electric arc furnace of the Miaoli and Taoyuan Works in 2026 and 2030 respectively. In
renewables, we will actively engage in “energy creation”, planning to actively promote renewables
including solar PV and wind power to increase renewables proportion to 30% in 2030 and achieve
carbon neutrality by 2050. All these claims can specifically demonstrate our strong and determined self-
expectations and responsible actions and strategies for sustainable development so as to contribute to eco-

friendliness and net zero emissions.

In the future, we will continue to keep up with the global
trends of climate change and the direction of international
responses, include climate change as a material issue of
corporate sustainable development and a key material risk
for continuous analysis and control, and devote ourselves to
GHG adaptation and mitigation. Looking to the future, we
will ensure the full disclosure and well implementation of
climate-related risks and opportunities with reference to the
TCFD recommendations and other internationally recognized
frameworks, hoping to get ahead of EAF-using competitors
with lower carbon emission intensity, proactively address
the expectations of all stakeholders, and ensure corporate

sustainable development.

Chairman Henry C. T. Ho



1. Climate Change Management

With respect to the “Global Risks Ranked by Severity” (Figure E) as disclosed in the Global Risks Report 2024 by
the World Economic Forum (WEF) in January 2024, “Extreme weather events” and “Critical change to Earth systems”
are the top two long-term risks. Additionally, the government of Taiwan not only published “Taiwan’s Pathway to Net-
Zero Emissions in 2050 in March 2022 to set plans and targets for transition to net zero emissions, but also announced
the targets and action plans for different stages towards net-zero emissions and proposed in December 2022 the
nationally determined contribution (NDC) to carbon reduction by 24+1%. In January 2023, Taiwan’s legislature passed
the Climate Change Response Act to stipulate net zero 2050, setting the legal basis for future climate governance and
establishing the carbon fee mechanism. In order to pursue sustainable development and stay committed to tackling the
risks and opportunities presented by climate change, Tung Ho Steel Enterprise Corporation (hereinafter “Tung Ho Steel”
or “we”) has included climate change as a material issue and a key material risk for sustainable development, and has

continued to engage in its analysis and control and promote low-carbon transition and climate adaptation.

With reference to the recommendations on climate-related financial disclosures and the Supplemental Guidance for
Non-Financial Groups of the Task Force on Climate-related Financial Disclosures (TCFD) published by the Financial
Stability Board (FSB), we have established a climate change governance framework based on the four core elements
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of climate-related financial disclosures, namely “governance”, “strategy”, “risk management”, and “metrics and
targets”, to identify the potential material risks and opportunities in operations, propose strategies in response to such
risks and opportunities, and establish climate-related metrics and targets that can be continually managed. We will
also prepared our reports with reference to IFRS S1 General Requirements for Disclosure of Sustainability-related
Financial Information and IFRS S2 Climate-related Disclosures in 2025. In May 2024, we published our third “Report
on Climate-related Financial Disclosures”, which was verified by the British Standards Institution (BSI). In the CDP

Corporate Questionnaire 2023, we earned an A- for climate change leadership and a B for water management.
* Milestones in climate change management

2 007 A Feb The project for installation of new wind turbines in the Longgang Industrial Park passed the EIA
review, and the project formally commenced to install wind turbines with a capacity of 11.5MW.

2 O 0 9 A J u | Construction began in the project to install -11.5MW wind turbines.

A Sep Inaccordance with the “Principles Governing the Inventory and Registration of Greenhouse Gases”
and “Principles Governing the Early Action and Offsetting Programs for Greenhouse Gases”
promulgated by the Environmental Protection Administration, we began to conduct greenhouse gas
inventories retroactively to 2003.

A Nov Upon an investigation by the Environmental Protection Administration, we provided the data of the
greenhouse gas emission intensity of our products as a basis of reference for determining the phase-1
emission intensities to be published for the steel industry to ensure smooth implementation of the
subsequent policy on early action programs.

2 0 1 0 A J u | The steel rolling mill of the Taoyuan Works conducted a successful hot trial run of its direct hot charge
rolling system and began production, making it the first steel mill in Taiwan adopting a process for
direct rolling of hot steel billets without any reheating furnace.

2 O 1 1 A Oct Installation of the -11.5MW wind turbines was completed, but they could not be incorporated into the
systems of Taipower due to problems in feeder lines.

A Nov The Miaoli Works received a “verification statement issued by Bureau Veritas (BV)” for the carbon
footprints of its products of steel shapes and plates.
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We applied to join the World Steel Association (WSA) as an associate member, and we also joined the
WSA Climate Action Program to become a climate action member. We submitted the information of
greenhouse gases and retroactively provided the data of greenhouse gas emissions for 2007-2011.

The Miaoli Works was certified under the ISO 50001 Energy and Resource Management System.

A plan for alternative lines was implemented for the project to install wind turbines, with the laying
of 22.8kV power cables until the Longgang Branch No. 1 transmission tower adjacent to the Miaoli
Works to be incorporated into the systems of Taipower.

The Taoyuan Works and Miaoli Works received reduction quotas issued by the Environmental
Protection Administration for greenhouse gas early action programs totaling 447,603 ton-CO,e.

The Kaohsiung Works received a “verification statement issued by Bureau Veritas (BV)” and won a
“glazed trophy” from the Industrial Technology Research Institute for the carbon footprints of five
products including steel shapes and rebar, making it the first steelworks in the rebar industry of Taiwan
to receive a “carbon footprint certificate.

The “Corporate Social Responsibility Best-Practice Principles” (renamed the “Sustainable
Development Best-Practice Principles” in 2022) was published and became effective after approval by
the Board.

The Taoyuan Works received a “verification statement issued by Bureau Veritas (BV)” for the carbon
footprints of five products including rebar.

We set up a cross-departmental “CSR Task Force.”

The fuel for the reheating furnaces at the steel rolling mill of the Kaohsiung Works was changed from
heavy oil to natural gas. The Kaohsiung Works also applied for a greenhouse gas offsetting program
and was expected to receive an offsetting quota of 71,600 ton-CO,e.

We voluntarily published our first CSR report (which won the silver award for traditional industries in
corporate sustainability reporting from the “2016 Taiwan Corporate Sustainability Awards”).

Our subsidiary Tung Kang Wind Power Corp. received a 25-year license for power company issued by
the Bureau of Energy, Ministry of Economic Affairs, and began to sell electricity on a wholesale basis.

We received a certificate from the World Steel Association (WSA) recognizing us as a 10-year climate
action member.

The Miaoli Works passed the verification by Bureau Veritas (BV) and received a “statement on
verification of water footprints™ for its products of steel shapes and plates.

The Taoyuan Works was certified under the ISO 50001 Energy and Resource Management System.

The carbon steel billets from the Electric arc furnace of the Miaoli Works passed and received the
“certification for green products using recycled resources.”

We became a formal member of the World Steel Association (WSA).

We took part in the presentation of achievements of energy efficiency service teams at businesses
organized by the Bureau of Energy, Ministry of Economic Affairs, and we won the Award for
Outstanding Performance in Achievements of Energy Efficiency in 2015-2017.
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The steel rolling mill of Tung Ho Steel Vietnam Corporation Limited conducted a successful hot
trial run of its direct hot charge rolling system and began production, making it the first steel mill in
Vietnam adopting a process for direct rolling of hot steel billets without any reheating furnace.

We made an investment to establish Tung Sugar Energy Service Co., Ltd. as a biomass energy
processing center to generate marsh gas power.

The Board established a Corporate Governance Committee, under which an “Environmental
Sustainability Working Group” was set up to manage climate-related issues.

The Taoyuan Works cooperated with the Water Resources Agency in organizing the 2019 Work Plan
for Guidance in Water Conservation by Major Water Consumers in Central Taiwan, and received
a certificate of appreciation for the “Observational On-site Visits to Entities with Outstanding
Performance in Water Conservation.”

The Taoyuan Works received a statement on verification of material flow cost accounting (MFCA)
and won an award for “exemplary businesses in analysis of material flow cost accounting” from the
Industrial Development Bureau, Ministry of Economic Affairs.

The fuel for the reheating furnaces at the steel rolling mill of the Miaoli Works was changed from
heavy oil to natural gas. The Miaoli Works also applied for a greenhouse gas offsetting program and
was expected to receive an offsetting quota of 144,600 ton-CO,e.

The Taoyuan Works received a “statement on verification of carbon footprints™ for its products.

The Miaoli Works was certified by UL in the U.S. and received a certificate of Type III Environmental
Product Declaration (EPD) for its steel shapes and plates, making it the first steel producer in Taiwan
to receive an EPD for steel shapes and plates.

Our 2021 report on climate-related financial disclosures (TCFD) was verified by the British Standards
Institution (BSI).

We set an absolute reduction target, which was a science-based reduction target calculated with the
SBTi Tool (SDA_Tool v1.2.1 using the Sectoral Decarbonization Approach (SDA)) provided by the
Science Based Target Initiative.

We won the platinum award for traditional industries in corporate sustainability reporting from the
“2021 Taiwan Corporate Sustainability Awards.”

For the first time, we completed CDP’s climate change questionnaires and achieved the level of
“Management (B).”

We received a certificate of Type III Environmental Product Declaration (EPD) for the rebar of the
Taoyuan Works and the steel shapes and channels of the Kaohsiung Works.

Signed up to the “Carbon Neutrality Alliance” formed by the Chinese National Federation of
Industries and Taiwan Steels and Iron Industries Association.Our 2022 report on climate-related
financial disclosures (TCFD) was verified by the British Standards Institution (BSI).

Signed up to the Corporate ESG for Net Zero in Agriculture.

Signed the “Environmental, Renewables, and Carbon Reduction Initiative” advocated by the National
Central University.

Became a member of the Set Up Program of World Steel Association (WSA).

Answered the CDP Climate Change Questionnaire 2022 and ranked “B” in management and “A-" in
leadership for supplier engagement.

Passed the certification of ISO 14064-1:2018 Greenhouse Gas Inventory and received the assurance
statement.



2 0 2 3 A Feb The Board passed the 2030 stage target: Carbon reduction by 30% + RE30 for “Net Zero 2050”.
Signed up to the Global Steel Climate Council as a supporting member.

A Mar Joined the “Alliance of Industrial Application of Hydrogen in Combustion and Hydrogen High-
Pressure Storage Technology Industry”.

Announced the no use of pig iron as the raw material for steel refining at the target meeting.
A Apr Sustainable Finance First Movers Coalition engagement with E.SUN Bank.

A May Fubon Sustainable Future Forum: Key transition of Taiwan in global multiple crises (the
President was the panelist).

NCKU Civil Engineering Construction Materials TDP: Low-emission Buildings.

A Oct Awarded the Net-Zero Industry Competitiveness 2023, the highest honor in the iron and steel
sector.

Awarded the Outstanding Award in the Enterprise Category at the 4th Taiwan Circular Economy
Awards

A Nov Awarded the Gold Award in the Traditional Manufacturing Industries of the Corporate
Sustainability Report Awards.

2 0 2 4 A Jan Rated ER2 at ESG Entity Rating by Sustainable Fitch (ratings from 1-5, with 1 being the best),
demonstrating excellent performance amongst worldwide entities rated.

A Feb Eamed an A- for climate change leadership and a B for water management at CDP Corporate
Questionnaire 2023.

% Overview of climate change management

1.Governance

» The Board takes charge of the
governance of climate change issues

* The competency of the Board in the
governance of climate change issues

« The representative of climate change
issues under the Board

* The reward mechanism for climate
change issues

3.Strategy

« Application of climate-related scenarios

 Result of identification of climate-related
risks and opportunities

* Assessment of climate-related material
risks and strategies

* Assessment of climate-related material
opportunities and strategies

 Overall assessment of climate-related
material risks, opportunities and
strategies

* 1.5°C low-carbon transition plan



2. Climate Change-Related Governance

% The Board takes charge of the governance of climate change
issues

The Board reviews and guides strategy, action plans, and objectives, monitors implementation and
performance every year, and reviews GHG reduction targets and achievement rates.

We have established the Sustainable Development Committee (a functional committee) under the
Board with three members. With the chairperson as the convener, over half of the committee members are
independent directors and appointed by the Board to handle issues related to climate change, including
the establishment, oversight, and review of the systems and targets to achieve environmental sustainable
development. Each year the Sustainable Development Committee holds at least two committee meetings
each year and reports content related to climate change. Each quarter the Board discusses the GHG
inventory and schedule planning report. The risk management plan, strategy, and targets related to climate
change in this report were approved by the 9th meeting of the 25th term of the Board on May 24, 2024.

% The competency of the Board in the governance of climate
change issues

With regard to climate change-related issues, we have hired external instructors in 2021 to 2024 to
provide 260 hours of relevant education and training in total for directors and senior officers.

Additionally, the Board actively participates in engagements between the government and industries
regarding corporate issues, while facing the challenges of climate change to sustainable development with
a pragmatic and forward-looking approach.

« Exchanges and Cooperation

Name of trade association Position Our representative
Taiwan Steel and Iron Industries Association Convener of the Board of Supervisors Chairman
Chinese National Federation of Industries Managing director Chairman

« Names of Climate-related Initiatives

Date of meeting Names of Climate-related Initiatives Our representative
April 2022 “Carbon Neutrality Alliance” formed by the Chinese .
P National Federation of Industries. President
August 2022 iorporate ESG for Net Zero in Agriculture of the Council of President
griculture.
November 2022 Environmental, Renewables, and Carbon Reduction President

Initiative” of National Central University.

Joined the "Alliance of Industrial Application of Hydrogen
March 2023 in Combustion and Hydrogen High-Pressure Storage President
Technology Industry” .



« Goverment agency

Media Organization

Title of Interview

Date of Publication

Our representative

Ministry of Economic
Affairs

Ministry of Economic
Affairs

Ministry of Economic
Affairs

Ministry of Education

Industrial Development
Bureau

Taiwan Research
Institute

Chinese National
Federation of
Industries

Media organization

Alliance of Industrial Application
of Hydrogen in Combustion and

Hydrogen High-Pressure Storage
Technology Industry

Iron and Steel Industry Senior Officers
Self-Management Conference

1st Meeting of 2023, Industry
and Energy Efficiency Workgroup
Committee.

High Carbon Emission Industries
Green Transformation Forum

Branded Enterprise Carbon Reduction
and Sustainability

Manufacturing Sector Net-Zero
Transformation 1+N Carbon
Management Demonstration Team

ITRI Sci-Tech Talents

March 28, 2023

April 14, 2023

May 5, 2023

July 14, 2023

August 16, 2023

August 16, 2023

December 28, 2023

President

President

Chairman
President

President

President

President

President

Media Organization

Title of Interview

Date of Publication

Our representative

Business and Industry
Interview

CommonWealth
Magazine

Business Next

Dayeh Works Investment: Enhance
THS competitiveness,

Pave way for the next 60 years with an
open mind,

Say no to EAF works,

Lead by two generations of curve
wreckers, maintain brotherhood with
workers.

The Thing That Neither THS Nor TSMC
Can Miss: THS Green Transition

Slow return on NT$15b investment
in EAF replacement and green power
generation:For what THS aims?

April 2023

April 2023

July 2023

Chairman
President

Chairman
President

President



 Climate change-related training session

Date of Session Climate Change-related Training Session Hours Attendees
2021 Guide to Corporate Governance — Corporate All members of
May 11, 2021 3 hours the Board and

Climate Governance and TCFD Disclosure Practices .
senior managers

All members of
3 hours the Board and
senior managers

Risks and Opportunities of Climate Change and the
May 5, 2022 Net-Zero Emission Policy for Business Operations

March 8, 2023 Development and Planning of Energy Storage Systems 4 hours All members of

the Board
Corporate climate governance and TCFD disclosure All members of
August 8, 2023 practice 3 hours the Board and

senior managers

. All members of
April 30, 2024 Carbon management trend and responses to net-zero 3 hours the Board and

senior managers
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% The representative of climate change issues under the Board

The Environmental Sustainability Working Group is established under the Sustainable Development
Committee (a functional committee) of the Board, with the President and the Vice President for Production
being the convener and deputy convener respectively. Consisting of members appointed by the relevant
departments, the working group assesses and manages climate-related risks and opportunities, sets related
strategies and targets, and makes continual analysis and control. The Environmental Sustainability Working

Group periodically reports its performance to the Sustainable Development Committee.

 Organization of climate change-related governance at Tung Ho Steel

Board of Directors

Sustainable Development Committee

Environmental Sustainability Sub-committee

Convener: President
Deputy Convener: Vice President for Production

Finance &
President Office Accounting Legal Affairs Office
Division

Sales & Marketing : . Administration
Division AUE OIS Division

Representatives of the works
(Representatives of energy efficiency and carbon reduction, the finance & accounting section,
greenhouse gas inventory, and environmental protection)

11



I Board Convener : Chairman

* Missions in Climate Change Governance

Reviewing and directing the strategies, action plans and annual targets for climate change, regularly
monitoring their implementation on an annual basis, and reviewing the targets of greenhouse gas reduction
and the level of their achievement.

= Performance

« Passed the 2030 stage targets for “Net Zero 2050 , setting two “30" stage targets for 2030: (1) Reduce
carbon emissions by 30%: total carbon reduction by 30% over 2005; (2) RE30: Use over 30% of renewables in total
electricity consumption in 2030; and complete the renewables procurement contracts for up to 30% of THS'
total electricity consumption by 2030 in the 25th meeting of the 24th term of the Board on February 22, 2023.

« Passed the construction of the on-grid E-dReg energy storage system proposed by subsidiary Tung Kang Wind
Power in the 26th meeting of the 24th term of the Board on April 11, 2023.

« Passed the establishment of the GHG management strategies, reduction targets and programs in the 27th
meeting of the 24th Board on May 9, 2023.

- Passed the revision of the “"Regulations for Allocation and Utilization of Special Researve for Addressing Climate
Change Adaptation and Mitigation” in the 6th meeting of the 25th Board on December 26, 2023.

« Passed the establishment of the “Regulations for Distribution of ESG Bonus for Senior Officers” in the 9th
meeting of the 25th Board on May 9, 2024.

« Passed establishment of the GHG management strategies, reduction targets and programs (GHG and water
management) in the 9th meeting of the 25th Board on May 9, 2023.

I Sustainable Development Committee Convener : Chairman

* Missions in Climate Change Governance

Climate change-related issues, including the establishment, supervision and review of the system and targets
for environmental sustainability, and submitting regular reports on climate-related issues to the Board.

= Performance

« Passed the publication of the Climate-related Financial Disclosures Report 2023 and submitted the report to the
Board in the 8th meeting on May 2, 2023 of the 2nd Sustainable Development Committee.

« Passed the establishment of the GHG management strategies, reduction targets and programs in the 8th meeting
of the 2nd Sustainable Development Committee on May 2, 2023, and reported to the Board.

« Passed the publication of the TCFD report 2024 in the 2nd meeting of the 3rd Sustainable Development
Committee on May 9, 2024, and reported to the Board.

« Passed the linkage of remuneration for senior officers to ESG KPIs and target establishment in the 2nd meeting of
the 3rd Sustainable Development Committee on May 9, 2024, and reported to the Board.

« Passed the establishment of the GHG management strategies, reduction targets and programs (GHG and water
management) in the 2nd meeting of the 3rd Sustainable Development Committee on May 9, 2024, and reported
to the Board.

12



Convener :President

MR 02k (1t ,5ub-committee Deputy Convener: Vice President for Production

* Missions in Climate Change Governance

Assessing and managing climate-related risks and opportunities, establishing the relevant operational
plans and targets, and submitting regular reports to the Sustainable Development Committee regarding its
performance.

= Performance

» A meeting was held to discuss the methodology for assessing climate-related scenarios and finance.

» A meeting was held to assess climate-related strategies.

» A meeting was held on the project for modification of steel scrap preheating-type Electric arc furnace.

» A meeting was held to determine climate-related targets.

» A meeting was held to discuss the first draft of the report on climate-related financial disclosures (TCFD).

« Held the energy conservation and carbon reduction program planning meeting, established a working group,
and unfolded the analysis and assessment of various energy conservation and carbon education plans.

« Implemented the carbon capture and reuse and hydrogen energy technology development projects (TDPs) of the
Green Energy and Environment Research Labs, ITRI.

« Held the WSA Set-Up Program kick-off meeting.

- Started the planning and preliminary research of value chain climate change issue engagement and promoted
the signing of the value chain “Agreement on Carbon Reduction Collaboration” .

« Participated in the "Bringing Up the Young: Manufacturing Industries Decarbonization and Smart Upgrading
Transformation Subsidization” program of the MOEA.

« Reviewed the "Application for Program to Address Climate Change Adaptation and Mitigation”

% The reward mechanism for climate change issues

We have established a reward mechanism for climate change issues, with the Board overseeing and
directing the following systems.

Article 10 of the "Board Performance Evaluation Regulations" stipulates that the results of the
Board performance evaluation shall be the reference for director election or nomination, and the results
of performance evaluation of individual directors the reference for the determination of their salary and
remuneration. In December 2021, we amended the “Regulations Governing Evaluation of the Performance
of the Board” by including climate change-related items for evaluation to strengthen the supervision of the
governing hierarchy and participate in climate change management.

To encourage senior executives to actively participate in and promote ESG goals, enhancing the
company's sustainable competitiveness, we have formulated the ' Methods for awarding ESG bonuses to
senior managers.' Assessment criteria include the proportion of renewable energy use, absolute carbon
reduction targets, direct carbon intensity, environmental fines at plant sites, significant occupational
accidents, injury incidents, and corporate governance evaluations. ESG bonuses are awarded based on the
department's performance and alignment with these criteria. The scheme was submitted to the 5th session
of the 6th Compensation and Nomination Committee and the 9th session of the 25th Board of Directors in
May 2024.

In addition, we have established the “Regulations Governing Improvement Proposals” to accept
proposals concerning climate-related strategies, greenhouse gas reduction, and energy efficiency. Rewards
will be given based on the results of review and the effectiveness of projects. In 2021 to 2023, the Taoyuan
Works and Miaoli Works submitted ten proposals concerning greenhouse gas reduction and were given
rewards.

13



3. Management of Climate Change-
Related Risks and Opportunities

% The process for management of climate-related risks and
opportunities

We have established the Sustainable Development Committee with three working groups:
Environmental Sustainability, CSR, and Corporate Governance working groups. The Corporate Governance
Working Group establishes, oversees, and reviews the policies and management mechanisms relating
to corporate governance, ethical corporate management, and risk management. The Board has set up a
Corporate Governance and Nomination Committee consisting of sub-committees on corporate governance,
sustainable development, ethical management, environmental sustainability, and risk management.
The Risk Management Sub-committee is a body responsible for risk management, and is tasked with
coordinating with the relevant departments in risk identification, assessment, control, and monitoring and
submitting regular reports to the Sustainable Development Committee regarding its performance. The
Sustainable Development Committee will submit a report to the Board regarding the overall performance in
risk management at least annually. Each of the relevant departments will assess the likelihood and impact
of each risk factor within the scope of its responsibilities and establish and implement necessary measures
to properly manage all risks. The Audit Office will establish an annual audit plan according to the risk
management policy and the results of risk assessment, conduct audits of the relevant systems according to
the plan, assist the Board in monitoring and controlling the possible risks inherent in the implementation
of decisions, ensure the effective control of all operational risks, and provide timely recommendations for
improvement.

The Environmental Sustainability Sub-committee under the Sustainable Development Committee
is a body responsible for climate change-related management. Besides learning about the contents of
international initiatives and organizations related to various sustainability and climate change issues, the
Company has taken the concerns and evaluation criteria of international initiatives into account when
establishing environmental and GHG policies to facilitate conformity with international development
trends and to enhance the Company’s capacity in addressing climate change.

The scope of assessment in this report covers the major operational locations and their activities of
THS in Taiwan (mainly Taipei HQ, Taoyuan Works, Miaoli Works, Kaohsiung Works, and Dayeh Works).
Steel refining and steel rolling are the major manufacturing processes, and the production of billet, rebar,
and steel shape is the major practice of Taoyuan Works and Miaoli Works, while steel rolling is the major
manufacturing process, and the production of rebar and steel shape is the major practice of Kaohsiung
Works.

14



« The process for risk management at Tung Ho Steel

Identification and e The relevant department will assess the likelihood and impact of each risk factor
assessment of risks within the scope of its responsibilities.

e Setting risk scenarios.

Planning for risk . . . .
G » Assessing and planning for risk strategies.

strategies ) o ol )

«  Making decisions to mitigate, transfer, assume or control the risks.
Implementation e Therelevant department will implement the risk strategies and plans.
of strategies « Establishing necessary procedures to ensure proper management of all risks.

e Establishing an annual audit plan according to the risk management policy and

the results of risk assessment.

Monitoring and e Assisting the Board in monitoring and controlling the possible risks inherent in
reporting of risks the implementation of decisions to ensure the effective control of all operational

risks.

e Providing recommendations for improvement.

% The Process for Identification, Assessment and Response
of Climate-related Risks and Opportunities

At the climate risk and opportunity identification meeting convened by the ESS, apart from
assessing the countermeasures and financial impacts of the major short-, medium-, and long-term risks
and opportunities identified with respect to the list of transition risks, physical risks, and opportunities
recommended by the TCFD, departments also consider the impacts on the Company's business operations
and strategies of products and services, the supply chain, adaptation and mitigation activities, R&D
investment, and business operations (including business types and facility locations). The identification
and assessment of climate change-related transition risks and physical risks includes the degree of impact
on business operations, likelihood of occurrence, and vulnerabilities caused. The identification and
assessment of climate change-related transition risks and physical risks include the level of their impact on
business operations, the likelihood of their occurrence and the vulnerabilities in case of their occurrence.
The identification and assessment of climate change-related opportunities include the level of their effects

on business operations and the likelihood of their occurrence.

A matrix analysis will be conducted after identification, and the Environmental Sustainability Working

Group will hold a discussion to finally identify the material climate change-related risks and opportunities.
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Then, the Environmental Sustainability Working Group will hold a meeting to discuss the response
strategies for TCFD risks and opportunities and decide our future climate change-related strategies, and the
Corporate Governance and Nomination Committee will review the climate-related risks and opportunities
and the relevant strategies and targets. Lastly, the Board will review and direct the strategies, action plans
and annual targets for climate change, regularly monitor their implementation on an annual basis, and

review the targets of greenhouse gas reduction and the level of their achievement.

 lIdentification and Assessment of Climate-related Risks and Opportunities at Tung
Ho Steel

« Short Term: 2024 to 2025
Timeline: « Medium Term: 2026 to 2030
« Long term: 2031 to 2050

Measurement of Risks « Likelihood of occurrence
and Opportunities: » Level of financial Impact

« Transition risks: Policies and laws, technology,
market, reputation

« Physical risks: Acute and chronic

- Opportunities: Resource efficiency, energy sources,
products and services, market

Types of Risks and
Opportunities:

) ) « 1.5° Cscenario
Setting a Climate « NDC scenario

Scenario: « (SSP5-8.5) scenario in IPCC" s 6th assessment
report on climate change
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4. Climate Change-Related Strategy

* Application of climate-related scenarios

As climate-related risks and opportunities affect our strategies and financial planning, we have
analyzed and assessed the resilience of our climate strategies in terms of the transition and physical risks

and the worst-case scenarios faced by climate opportunities as recommended by TCFD.

Types of climate-related | Scenarios for the assessment of . .
Scenario description

risks and opportu nities our strategies

As Net Zero by 2050 has become a
global trend, the government of Taiwan
not only published the “Taiwan’ s
Pathway to Net-Zero Emissions in 2050”

in March 2022 to set plans and targets for

«1.5° C scenario transition to net zero emissions, but also

« Taiwan' s pathway and announced the targets and action plans

* Transition Risks strategy for net-zero emissions for different stages towards net-zero
* Opportunities in 2050 emissions and proposed in December
* Taiwan NDC 2022 the nationally determined

« Taiwan' s Climate Change contribution (NDC) to carbon reduction

Response Act by 24+1%. In January 2023, Taiwan' s

legislature passed the Climate Change
Response Act to stipulate net zero 2050,
setting the legal basis for future climate
governance and establishing the carbon
fee mechanism.

Under a scenario of extremely high
greenhouse gas emissions (SSP5-
8.5), climate change would exacerbate
changes in the average temperature,

* The worst-case scenario extremely high temperature, annual total

« Physical Risks for giobal warming (S‘SPS_—. precipitation, annual maximum 1-day
8.5) in IPCC" s 6th scientific intensity of heavy precipitation, annual

assessment report maximum number of consecutive dry

days and percentage of strong typhoons
in the future, with likely effects on the
operations of Tung Ho Steel and its value
chains.
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Description of 1.5 C scenario, Taiwan's pathway, and strategy for net-zero emissions in 2050, and

Taiwan's Climate Change Response Act

Carbon Fee

Imposition

Electricity Price
Increase

Taiwan Power
Company
reduces the electricity
carbon emission
factor

Required to Install
Renewable Energy

Changes in customer
behavior

Government
Provides
Relevant Subsidies

The government of Taiwan collects the carbon fee from all businesses in accordance with the Climate Change
Response Act. The estimated carbon fee in the short, medium, and long term is NT$300/tCO.e, NT$500/tCO.e, and
NT$750/tCO.e-NT$1,500/tCO,e respectively.

In response to the government of Taiwan’ s 2030 NDC, Taiwan Power Company (TPC) will raise the electricity price
by 20% every five years.

In response to the government of Taiwan’ s Net Zero 2050 policy, TPC adjusts the electricity carbon emission factor
every year.

In accordance with the Renewable Energy Development Act, the government of Taiwan requests heavy electricity
users to build renewables generation facilities with a capacity of about 10% of the required contract capacity.

Some customers request THS to provide the certificate of carbon neutrality after the medium term.

The government of Taiwan subsidizes businesses for carbon reduction, renewables, energy storage systems, and
carbon capture in accordance with the Climate Change Response Act.

Description of the Worst-case Scenario for Global Warming (SSP5-8.5) in

temperature

extreme high

temperature

annual total

rainfall

intensity of

heavy rain

consecutive

dry days

typhoon

IPCC’ s 6th Scientific Assessment Report

It is estimated that the temperature in Taiwan will continue to rise. Under the worst-case scenario for global warming
(SSP5-8.5), the average temperatures in the middle and at the end of the 21st century are likely to rise by more than
1.8° C and 3.4° C, respectively.

In future events of extremely high temperature, the number of days with maximum temperature above 36° C would
increase. Under the worst-case scenario (SSP5-8.5), the number of days in the middle and at the end of the 21st
century would increase by approximately 8.5 and 48.1, respectively.

It is estimated that the annual total precipitation in Taiwan is likely to increase in the future. Under the worst-case
scenario (SSP5-8.5), the average amount of annual total precipitation in Taiwan in the middle and at the end of the 21st
century would increase by approximately 15% and 31%, respectively.

The annual maximum 1-day intensity of heavy precipitation in Taiwan is likely to increase. Under the worst-case scenario
(SSP5-8.5), the average annual maximum 1-day intensity of heavy precipitation in the middle and at the end of the 21st
century would increase by approximately 20% and 41.3%, respectively.

The annual maximum number of consecutive dry days is likely to increase. Under the worst-case scenario (SSP5-8.5),
such number of days in the middle and at the end of the 21st century would increase by an average of approximately
5.5% and 12.4%, respectively.

Under the worst-case scenario (RCP8.5), the number of typhoons affecting Taiwan in the middle and at the end of the
21st century would decrease by approximately 15% and 55% respectively, and the percentages of strong typhoons
would increase by approximately 100% and 50% respectively, while the rates of change in typhoon precipitation would
increase by approximately 20% and 35% respectively.
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% Result of identification of climate-related risks and opportunities

In the meeting for identifying climate-related risks and opportunities, the Environmental
Sustainability Working Group has identified five material climate-related risks and three material climate-
related opportunities based on the TCFD-recommended assessment framework (the score of [significance
of impact x likelihood of occurrence] > 8 is considered as material). The average value of financial impact
(NT$/year) for short term 2024-2025, medium term 2026-2030, and long term 2031-2050 has been
defined.

In the 2024 climate-related risks and opportunities assessment, we have adopted the 1.5°C scenario,
Taiwan’s pathway and strategy for net-zero emissions in 2050, and the worst-case scenario for global
warming (SSP5-8.5) in IPCC’s 6th scientific assessment report, as well as the 2030 reduction target in
the nationally determined contributions (NDCs); excluded the material risk “total volume control”; and
integrated the original “renewables regulations” into Risk 1 and the original “use of higher-efficiency

production means” in climate-related material opportunity into Risk 1.

« Matrix of climate-related risks at Tung Ho Steel

Changes in
. customer behavior
> Rising sea levels

H q
High
Mandatory reporting 1
Tropical
cyclones Transition to low-emission technology
) (iincreased pricing of greenhouse gas emissions
Changes in Renewable Energy Laws,transition to lower emission
average Changes in average services,demands for low-carbon products and services,use
temperature Changes i poeSh 9 of low-emission energy.entry into the renewables market,
ges in precipitation Fuel . 5
L d Use of Higher-efficiency Production Means )
= patterns an q
@ distribution of Changes in extreme
> precipitation temperature
o
o
a
o
=4
o . )
Q International conventions
c or agreements
3
[}
=)
[a)
®
Investment in new technologies
Poor reputation tax/Energy tax Emission cap/trade
Low e High
Level of findncial impact
Risk aspect: Legal Technology ‘ Market . Reputation . Acuteness . Chronicity
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 Identified Climate-related Material Risks

o Level of
. . i . Likelihood of Management :
Risk Type Risk Description Risk Scope e ——— AT f:nanaal
mpact
[Legall
Transition to low-emission technology
(increased pricing of GHG emissions;
) renewables regulations; transition
Transition risks —emisci ;
] to lower-emission technology and Tung Ho Short term | Very Likely Mitigation Meqlum
Opportunities demands for low-carbon products Steel -high
and services; use of low-emission
energy; entry into the renewables
market; use of higher-efficiency
production).
2 Transition risks (Market]' ' Customers | Long term Possible Mitigation Medium
Changes in customer behavior
3 Physical risks {Acgte] Tung Ho Long term | Very Likely Transition Medium
Tropical cyclones Steel
) . [ Chronicity ] Tung Ho ) Medium
4 Physical risks Changes in average precipitation. Steel tong term Likely Control -Low
Tung Ho '
: A .
5 Physical risks (Acute] ) Steel, Long term Likely Control Medium
Changes in Extreme Temperature. -Low
Customers

Note: “Risk Management Policy and Operating Procedures” . Please visit https://reurl.cc/QRp1lo for details.

« Matrix of climate-related opportunities at Tung Ho Steel

. ® Entry into the new Recycling and reuse
Hi g h market of renewable 2 Incentives e
‘ energy from financial 1 efficient production
(combined into risk) institutions v processes
Use of new technologies Use of low-carbon energy ~ (comPinedintorisk)
Shift toward decentralized (combined into risk)
energy generation

Use of more efficient transportation means
Use of more efficient building

Entry into the new market of carbon capture and storage
Transition to non-

concentrated energy Participation in the carbon trading market

R&D and innovation for development of
new products and services

Low ® High

Level of financial impact

9U31IN20 JO POOYI|aI]

Opportunity Regqurce Energy Productg . Market
aspect: efficiency sources and services
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« Identified Climate-related Material Opportunities

Opportunity Opportunity Opportunity Likelihood of  Level of financial

ranking description scope occurrence Impact

ici Short
1 {Energy Efficiency ] Tung Ho Steel Very Likely Medium
Recycling and reuse. term
Medium
2 [Ehergy sourcel . ) Tung Ho Steel Very Likely Medium
Shift toward decentralized energy generation. term
Tung Ho Steel, Medium
3 [Market] ' e Very Likely Medium
Incentives from financial institutions. financial institutions term

Note:
1.The levels of financial impact are based on the risk management policy and procedures of Tung Ho Steel.
2. "Use of low-emission energy, entry into the renewables market, and use of higher-efficiency production means” will be discussed in Risk 1.

% Assessment of climate-related material risks and strategies

After identifying the climate-related risks and opportunities by the Company, the Finance &
Accounting Division assisted all departments in defining the relevant accounting titles in their statement of
comprehensive income, statement of financial position, and statement of cash flow based on the Company’s

accounting system and IFRS by judging the financial exposure and cost and effectiveness of strategies.

¢ Risk 1

[Legal] Transition to low-emission technology (increased pricing of greenhouse gas emissions;
renewables regulations; transition to lower-emission services; demands for low-emission products
and services; use of low-emission energy; entry into the renewables market; use of higher-efficiency
production means)

* Risk Description:

In 2023 the government of Taiwan passed the Climate Change Response Act to establish the mechanism to collect carbon fee
from businesses. She also passed the Renewable Energy Development Act to request heavy electricity users to build renewables
generation facilities with a capacity of about 10% of the required contract capacity. These laws and regulations will cause an
impact to the Company’s capital expenditure and operating cost.

* Strategic Response:

In response to the renewables laws and regulations, increased pricing of greenhouse gas emissions, transition to low-emission
services, and demands for low-carbon products and services, in the future we will adopt measures to mitigate climate-related
impacts, such as using higher-efficiency furnaces, purchasing renewable energy certificates (RECs), using no pig iron in steel
refining, to transform such impacts into financial opportunities for business operations.
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« Description of financial impact

Financial Financial
; _— ; - . Impact on the existing basis of profits after implementation of
Term Impact | Impact of risks on the existing basis of profits | Simpact the risk response strategy
(NT$/year) (NT$/year)
[Increased Cost] [Increased Cost]]
« The estimated carbon fee for 2024-2025 -190 « Purchase of RECs from Tung Kang Wind Power
-220 million is at NT$300/tCO2e, and TPC increases

million [Reduced Cost)

« Carbon fee offset / waiver, no use of pig iron.

electricity prices by 20% every five years.

[Increased Cost]

« Purchase of RECs from Tung Kang Wind Power and from
[Increased Cost] other sources.
« The estimated carbon fee for 2026-2030

is NT$500 tCO2e ; substitute payment of [ Capital Expenditure]

Medium -590 million heavy electricity users in accordance with n;ﬁlzl”gn « Activation of the modification projects for EAFs 1.
the Renewable Energy Development Act;
and TPC increases electricity prices by 20% [Reduced Cost]
every five years. « Offset/waiver of the substitute fee under the requirements
for heavy electricity users, reduced cost for purchased electricity,
and no use of pig iron.
[Increased Cost]
[Increased Cost] « Purchase of RECs from Tung Kang Wind Power.
¢ The estimated carbon fee for 20312040 [ Cons of deprecation am amertation EAFs 1 and 2
is NT$750 tCO2e, 2041-2045 is NT$1,000 ’
tCO2e, 2046-2050 is NT$1,500tCO2e; . )
- - ! i +1.16 [ Capital Expenditure]
SCHOl| -830 million substitute payment of heavy electricity billion « Activation of the modification projects for EAFs 1 and 2.

users in accordance with the Renewable
Energy Development Act; and TPC increases

electricity prices by 20% every five years. [Reduced Cost]

« Offset / waiver of the substitute fee under the requirements
for heavy electricity users, reduced cost for purchased electricity,
and no use of pig iron.

« Risk 1 Financial impacts of short-, medium- and long-term risks and the strategies
in response to them

==0==_|mpact of risks on the existing basis of profits

==@== |mpact on the existing basis of profit after implementation of the risk response strategy

+1.16 billion
~190 million /
-590 million -830 million
-
-220 million -630 million N o
2024-2025 2026-2030 2031-2050

won

means a decrease in the profit relative to the existing basis of profits, and “+" means an increase in the

u_n

Note: In “Financial impact (NT$/year),”
profit relative to the existing basis of profits.
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¢ Risk 2

[Market] Changes in Customer Behavior

* Risk Description

Facing the increasing demand for low-emission transformation services, low- emission products, and tightening
requirements, customers may require carbon footprint certificates in the short term and carbon neutrality proofs for
reinforcing bars in the medium to long term to qualify for delivery. Failure to meet these requirements may lead to a financial

risk of reduced revenue for the company.

« Strategic Response:

Our company will continue to invest in guidance and certification for EPD carbon labeling. In the medium to long term,
we will purchase carbon credits to achieve product carbon neutrality and meet market and customer demands. This not only
reduces the revenue risk associated with reduced orders but also provides financial opportunities for additional revenue and

increased profitability.

« Description of financial impact

Financial Financial
Term Impact | Impact of risks on the existing basis of profits " Simpact

Impact on the existing basis of profits after implementation

of the risk response strategy

(NT$/year) (NT$/year)

[Reduced Profit]
0 « Loss of customer orders requiring carbon -2.6 million
labels and carbon neutrality for products.

[Reduced Profit]
Medium -470 million « Loss of customer orders requiring carbon +340 million
labels and carbon neutrality for products.

[Reduced Profit]
Long | -1.33billion « Loss of customer orders requiring carbon -3 million
labels and carbon neutrality for products.

[Increased Cost]
« Implementation of guidance for and certifycation of the carbon
labels.

[ Profit Increase ]
« Acquisition of customer orders requiring carbon labels for
products.

[Increased Cost]

« Implementation of guidance for and certification of the carbon
labels.

« Purchase of carbon credits to achieve carbon neutrality for
products.

[Profit Increase ]

« Acquisition of customer orders requiring carbon labels for
products.

« Acquisition of customer orders requiring carbon neutrality for
products.

[Increased Cost]

« Implementation of guidance for and certification of the carbon
label.

« Purchase of carbon credits to achieve carbon neutrality for
products.

« Risk 2 Financial impacts of short-, medium- and long-term risks and the strategies

in response to them

—@— |mpact of risks on the existing basis of profits

==g== |mpact on the existing basis of profit after implementation of the risk response strategy

2 0 +340 million
s -3 million
d
-2.6 million \
-470 million
-1.33 billion
2024-2025 2026-2030 2031-2050
Note: In “Financial impact (NT$/year),” “-" means a decrease in the profit relative to the existing basis of profits, and “+" means an increase in the

profit relative to the existing basis of profits.
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¢ Risk 3

[Acute] Tropical Cyclones

» Risk Description

According to the IPCC's Sixth Assessment Report, in the worst-case scenario of global warming (SSP5-8.5), Taiwan
is projected to experience a 100% increase in severe typhoons. It is estimated that starting from 2030, there will be two
typhoons each year, resulting in property damage and financial impacts due to production site disruptions.

* Strategic Response:

In response to the financial impacts caused by future severe typhoons, our company will purchase relevant insurance to
transfer this risk and reduce the increased risk to the company.

« Description of financial impact

Term

Medium

Long

Financial
Impact

(NT$/year)

-40 million

-40 million

-110 million

Impact of risks on the existing basis of profits

[Increased Cost]
« Loss on PP&E (repairing fee) due to typhoons.

[Increased Cost]
« Loss on PP&E (repairing fee) due to typhoons.

[Increased Cost]

« Loss on PP&E (repairing fee) due to typhoons.
« Loss on PP&E (labor cost) due to typhoons.

« Loss on PP&E (depreciation) due to typhoons.

[Reduced Cost]
« Business disruption of the works due to typhoons.

Financial
impact
(NT$/year)

-30 million

-30 million

-100 million

Impact on the existing basis of profits after
implementation of the risk response strategy

[Increased Cost]
« Loss on PP&E (repairing fee) due to typhoons.
« Insurance expenses.

[Increased Income]
« Insurance claim.

[Increased Cost]
« Loss on PP&E (repairing fee) due to typhoons.
« Insurance expenses.

[Increased Income]
« Insurance claim.

[Reduced Profit]
« Business disruption of the works due to typhoons.

[Increased Cost]

« Loss on PP&E (repairing fee) due to typhoons.
« Loss on PP&E (labor cost) due to typhoons.

« Loss on PP&E (depreciation) due to typhoons.
« Insurance expenses

[Increased Income]
« Insurance claim.

« Risk 3 Financial impacts of short-, medium- and long-term risks and the strategies
in response to them

—@— |mpact of risks on the existing basis of profits

==@== |mpact on the existing basis of profit after implementation of the risk response strategy

2 -30 million
Z; > -30 million
)
-40 million -40 million -100 million
-110 million
—
——0
2024-2025 2026-2030 2031-2050
Note: In “Financial impact (NT$/year),” “-" means a decrease in the profit relative to the existing basis of profits, and “+” means an increase in the

profit relative to the existing basis of profits.
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¢ Risk 4

[ Chronicity] Changes in Average Precipitation
» Risk Description

According to the IPCC's Sixth Assessment Report, in the worst-case scenario of global warming (SSP5-8.5), Taiwan is
projected to experience a 15% increase in annual total rainfall. However, there will also be a 5.5% increase in the number
of consecutive dry days. This could lead to water supply disruptions, causing the local water company to implement water
rationing measures. As a result, our company's facilities may experience a 7-day water shortage, leading to a financial impact
of reduced revenue and increased costs.

* Strategic Response:

To mitigate the financial impact of water shortages, our company will develop a long-term strategy of using water trucks
to sustain operations at the facilities. While this strategy will incur additional costs for water transportation, it will help
minimize the financial impact of reduced revenue and increased costs.

« Description of financial impact

Financial Impact Financial impact Impact on the existing basis of profits after implementation of the

Term

Impact of risks on the existing basis of profits

(NT$/year) (NT$/year) risk response strategy
0 None 0 None
Medium 0 None 0 None
[Increased Cost]
« Loss on PP&E (depreciation) due to water
outage.

« Loss on PP&E (labor cost) due to water

- - [Increased Cost]

Long -4 million outage. -3 million

« Use of water tankers to transport water.

[Reduced Profit]
« Business disruption of the works due to
water outage.

« Risk 4 Financial impacts of short-, medium- and long-term risks and the strategies
in response to them

—&— |Impact of risks on the existing basis of profits

=== |mpact on the existing basis of profit after implementation of the risk response strategy

P 0
0 0
-3 million
g
-4 million
®
2024-2025 2026-2030 2031-2050
Note: In “Financial impact (NT$/year),” “-" means a decrease in the profit relative to the existing basis of profits, and “+" means an increase in the

profit relative to the existing basis of profits.
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+ Risk 5

[ Acute] Tropical Cyclones
¢ Risk Description

According to the IPCC's Sixth Assessment Report in the worst-case scenario of global warming (SSP5-8.5), Taiwan may
experience power restrictions due to extreme heat, leading to work stoppages: short-term - 5 days, medium-term - 10 days,
long-term - 20 days. This would result in a financial impact of reduced revenue and increased costs for the company.

» Strategic Response:

Our company plans to implement flexible scheduling to mitigate the financial impact caused by the loss of reduced labor
costs.

« Description of financial impact

Financial impact Impact on the existing basis of profits after implementation of the
(NT$/year) risk response strategy

Financial Impact

Term Impact of risks on the existing basis of profits

(NT$/year)

[Reduced Profit]
« Losses on basic electricity bills due to

business disruption of the works as a result [Reduced Profit]
of power outage. « Losses on basic electricity bills due to business disruption
-30 million -20 million of the works as a result of power outage.
[Increased Cost]
« Losses of labor costs of the works due to [Increased Cost]
power outage. « Loss on PP&E due to power outage.

« Loss on PP&E due to power outage.

[Reduced Profit]
« Losses on basic electricity bills due to
business disruption of the works as a result [Reduced Profit]
of power outage. « Losses on basic electricity bills due to business disruption
of the works as a result of power outage.

Medium  -70 million -30 million
[Increased Cost]
« Losses of labor costs of the works due to [Increased Cost]
power outage.  Loss on PP&E due to power outage.
« Loss on PP&E due to power outage.
[Reduced Profit]
. Fosses on ba§|c electricity bills due to [ Reduced Profit]
business disruption of the works as a result . L . . .
« Losses on basic electricity bills due to business disruption
of power outage. of the works as a result of power outage
long | -140million -100 million P 9e:

[Increased Cost]
« Losses of labor costs of the works due to
power outage.
« Loss on PP&E due to power outage.

[Increased Cost]
 Loss on PP&E due to power outage.

« Risk 5 Financial impacts of short-, medium- and long-term risks and the strategies
in response to them

-—@— |mpact of risks on the existing basis of profits
==0==|mpact on the existing basis of profit after implementation of the risk response strategy

-20 million

\ -30 million

-100 million

F
-140 million

F

-30 million

-70 million

2024-2025 2026-2030 2031-2050

Note: In “Financial impact (NT$/year),” “-" means a decrease in the profit relative to the existing basis of profits, and “+" means an increase in the
profit relative to the existing basis of profits.
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©Opp1

[Energy Efficiency] Recycling and Reuse
* Opportunity Description:

In the trend of global climate change risk management, the strategy of waste recycling and reuse in the circular economy is
becoming increasingly important. The recycling and reuse industry also offers significant financial opportunities.

« Strategy Response:

Our company is investing in Taiwan Steel Union and Katec Creative Resources Corporation, which will provide stable
income opportunities by recycling and reuse businesses.

« Description of financial impact

Financial impact (NT$/year) Description of financial impact

[Profit Increase

« Acquisition of profit from the investments in recycling and reuse business.
+180 million
[Opportunity Cost]

« Opportunity cost of the amount invested.

[Profit Increase

« Acquisition of profit from the investments in recycling and reuse business.
+180 million
[Opportunity Cost]

« Opportunity cost of the amount invested.

[ Profit Increase ]

« Acquisition of profit from the investments in recycling and reuse business.
Long +200 million
[Opportunity Cost]

« Opportunity cost of the amount invested.

 Financial impacts of short-, medium- and long-term opportunities and the
strategies in response to them

w=@== Total Benefits of Recycling and Reuse
= === Costs of Recycling and Reuse
***** Increased Revenue from Recycling and Reuse

© © 6 © 0 6 0 60 060 0060060000000 0000000000000 0000000000000 0000000000000 00000000 o

g — S -2
3 +180 million +180 million +200 million
&

2024-2025 2026-2030 2031-2050

Note:

In “Financial impact (NT$/year),” “-" means a decrease in the profit relative to the existing basis of profits, and “+” means an increase in the profit

relative to the existing basis of profits.
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> Opp 2

[Energy Source] Shift Toward Decentralized Energy Generation
* Opportunity Description:

In the future, the management of net-zero emissions, both internationally and in Taiwan, will involve a shift towards
decentralized energy systems. Government subsidy programs related to battery energy storage systems can present financial
opportunities for investors.

e Strategy Response:

Tungho Steel subsidiary, Tung Kang Wind Power Corp., will invest in battery energy storage systems, which will bring
financial benefits in terms of increased revenue and profitability for our company.

« Description of financial impact

Financial impact (NT$/year) Description of financial impact

[ Capital Expenditure ]
« Installation of Energy Storage Systems.

[Increased Cost]
-30 million « Costs of depreciation, amortization, and operations of energy storage systems.

[Increased Income]
 Income from capacity.
« Electricity service fees.

[ Capital Expenditure]
« Installation of Energy Storage Systems.

[Increased Cost]
+60 million « Costs of depreciation, amortization, and operations of energy storage systems.

[Increased Income]
« Income from capacity.
« Electricity service fees.

[ Capital Expenditure]
« Installation of Energy Storage Systems

[Increased Cost]

« Costs of depreciation, amortization, and operations of energy storage systems.
Long +250 million « Income from capacity.

« Electricity service fees.

[Increased Income]
« Income from capacity.
« Electricity service fees.

m=@== Costs/Returns of Transitioning to Decentralized Energy Storage Systems
= === Cost of Transitioning to Decentralized Energy Storage Systems
+**** Benefits of Transitioning to Decentralized Energy Storage Systems

° o
R o-oo-oo.o.o-----oooo..----ooac..o-ooooo-"co-..........-o--oooonn

. =
o 250 milli
2 omilion * +60 million Soomen
| S
=W o
E \ /
\ /
S = = = == = = o o o o =
2024-2025 2026-2030 2031-2050

won

means a decrease in the profit relative to the existing basis of profits, and “+" means an increase in the

u_n

Note: In  “Financial impact (NT$/year),”
profit relative to the existing basis of profits.
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©Opp 3

[Market]) Incentives From Financial Institutions
e Opportunity Description:

In the global trend of sustainable finance, the credit and investment provided by financial institutions will be linked to a
company's ESG (Environmental, Social, and Governance) performance and climate change management. Companies with
good performance will have the opportunity to lower their loan interest costs.

» Strategy Response:

Our company will engage in climate change management reporting and assessments such as TCFD (Task Force on Climate-
related Financial Disclosures) and CDP This will enhance our ability to obtain credit, low-interest loans, and financing
opportunities in the financial market.

« Description of financial impact

Financial impact (NT$/year) Description of financial impact

[Reduced Cost]

« Opportunity for reduced interest from incentives of financial institutions.
[Increased Cost]

« Costs for TCFD and CDP.

<-10 million (-0.69 million)

[Reduced Cost]

« Opportunity for reduced interest from incentives of financial institutions.
<-10 million (+2.07 million) [Increased Cost]

« Costs for TCFD and CDP.

[Reduced Cost]

« Opportunity for reduced interest from incentives of financial institutions.
[Increased Cost]

« Costs for TCFD and CDP.

Long +140 million

 Financial impacts of short-, medium- and long-term opportunities and the
strategies in response to them

==@== Total Benefits of Financial Institution Incentives
= === Costs of Financial Institution Incentives
***+* Interest Savings from Financial Institution Incentives

-

+140 million

-0.69million +2.7 million

@ © 0000000000000 00000000 000

2024-2025 2026-2030 2031-2050

_n

Note: In  “Financial impact (NT$/year)” “-" means a decrease in the profit relative to the existing basis of profits, and
profit relative to the existing basis of profits.

"

+" means an increase in the
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* Overall assessment of climate-related material risks,
opportunities and strategies

 Overall Assessment of Climate-related Material Risks and Strategies

The challenges of climate change faced by Tung Ho Steel include transition to low-emission
technology (increased pricing of greenhouse gas emissions; renewables regulations; transition to lower
emission services; demands for lower-emission products and services; use of low-emission energy; entry
into the renewables market; use of higher-efficiency production means), renewable energy laws and
regulations, investments in new technologies, tropical cyclones, changes in customer behavior, changes
in average precipitation, and other risks. Our team has conducted a practical assessment of the strategies
and financial impacts, and its result indicates that based on our short-, medium-, and long-term financial
conditions, we are still able to maintain stable and sustainable operations and generate more profits in the
future.

Total cost/benefit after actions are taken to control risks mmm@um  Total cost of failure to control risks

2024-2025 2026-2030 2031-2050

 Overall Assessment of Climate-related Material Opportunities and Strategies

The opportunities of climate change faced by Tung Ho Steel include the use of recycling and reuse,
incentives from financial institutions, and the use of decentralized energy generation. Our Environmental
Sustainability Working Group conducted a practical assessment of the strategies and financial impacts,
and its result indicates that we are able to take advantage of the opportunities arising from climate change,
maintain sustainable development, and generate more profits in the future.

Total profit of financial opportunities

syyoud Bunsixa
1oy jutod adualaley

2024-2025 2026-2030 2031-2050
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 Overall Assessment of Climate-related Material Risks, Opportunities and Response
Strategies
Regarding the risks, challenges and opportunities of climate change faced by THS, our team has
conducted a practical assessment of the response strategies for risks and opportunities and financial

impacts, and its result indicates that based on our short-, medium-, and long-term financial conditions, we
are still able to maintain stable and sustainable operations and generate more profits in the future.

Total cost after actions are taken to control risks+ Total profit of financial opportunities mmm@uum  Total cost of failure to control risks

e
s

\_‘

2024-2025 2026-2030 2031-2050
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5.Climate Change-Related Metrics and
Targets-Reduction by 30% + RE30 by
2030

Our climate-related metrics include: absolute GHG emissions, use of renewables; use of low-carbon
raw materials, corresponding to the GHG emissions and transition risk metrics of the cross-industry
metrics in TCFD Recommendations. During 2021-2023, we maintained the same climate-related metrics.

* Science-based reduction targets (SBTi)

We use science-based reduction targets as the basis for assessment of
climate change-related metrics and targets at Tung Ho Steel, and we hold a
target meeting each month, where the President follows up on and reviews
the “difference between the performance and target of greenhouse gas
emission intensity at each works” and determines the necessary measures.
In response to the global trend and Taiwan’s Net Zero 2050 target, we have
included climate change as a material issue of sustainable development, At el see.oAcED
the 25th meeting, the 24th term Board passed the stage targets for 2030 of TARGET SETTING
our “Net Zero 2050”:

1. Carbon Reduction By 30%: Reduce total carbon emissions by 30%
in 2030 over 2005 A Climate Change-related

. .. . Sci -based Reducti
2. RE30: Use over 30% of renewables in total electricity consumption Tacr'gee”tie(sgﬁse_ Guidance for

in 2030. Iron and Steel Sector

% Description of Greenhouse Gas Emission Targets: Carbon
Reduction by 30%

We have set absolute reduction targets using the SBTi-Tool (Science-based Target Setting Tool Ver.
2.1) of the Science Based Target Initiative (SBTi). Additionally, we have also referred to Taiwan’s pathway
and strategy for net-zero emissions in 2050 announced in March 2022 and Taiwan’s NDC announced in
December 2022. Using 2005 as the reference year, we have set the percentage of emission reduction to
30% for the medium-term target in 2030, and the long-term carbon reduction target is in line with Taiwan’s
pathway to net-zero emissions in 2050.

The total 2023 emissions were 824,093 tCO,e, including 222,242 tCO,e of Scope 1 (Category 1) and
601,851 tCO,e of Scope 2 (Category 2). We purchased the Daya Works in August 2022 and completed its
factory registration and started operations in January 2022. Compared to that of 2022, the absolute 2030
GHG emissions (both Scopes 1 and 2) and emission intensity within the Company (excluding Daya Works,
Taoyuan Fabrication Center, and Taichung Harbor Logistic Office) reduced by 4.5% and 4.0% respectively.
Please refer to the 4-2 Energy and Resource Use of our Sustainability Report 2022 for the trend comparison
and description of differences. In the future, we will continue to seek alternative renewable energy and
improve the performance of Electric arc furnace to move toward the emission reduction target of 30% in
2030.
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Carbon Emissions (ton-CO,e) Set According to the Percentage of emission

“Taiwan’ s Pathway to Net-Zero Emissions in 2050" reduction (%)

2005
(Reference year) 831,012 -

2030
(Short- and medium-term targets) 581,708 30%

2050
(Long-term target) 0 100%

Note:
1.We set the 2030 reduction target at 30% less over 2005 based on Taiwan’ s NDC announced in December 2022.

2.Greenhouse gas emissions are the total of Scope 1 and Scope 2 emissions.
3.Daya Works , Taoyuan Fabrication center, and Taichung Habor Logisity office were included in the 2023 GHG inventory, and its Scopes 1 and 2 emissions

were 50,684tCO,e.

« Targets of Greenhouse Gas Emissions (tCO,e) Unit: tons

831,012 tons 581,708 tons 0 tons

\

2005 2030 2050
(Reference year) (Short- and medium-term targets) (Long-term target)
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« Company-wide Proportion of GHG by Category

Category 5 Scope 1 Category 1| Description 222,242
7%

Category 1 Direct GHG

oo gery Scope2  Category2 ol 601,857

Category 3 Energy input 310,412

Category 2 Category 4 Transportation = 1,043,900
26%
Category 4 Products
45% Scope 3 Category 5 Ft)#ercrzapsoer(fclir?g 167,513
company
Category 3
13% Use of sold

Category 6 products from -
the company

total 2,345,918

* Description of the Targets for Using Low-carbon Materials

The importance of CSR becomes exceptionally critical as following the escalating global concerns about climate
change. Hence, we decided to abandon the production technology using pig iron to transform towards eco-friendlier
low-carbon iron and steel products.

The use of low-carbon raw materials is one of the targets on our way to carbon reduction. In the traditional steel
production processes, pig iron is an indispensable raw material. However, the GHG emissions during the mining and
refining stages of raw material- iron ore are much more than that of scrap steel. Therefore, it is an important option for
the steel industry to produce low-carbon steel by investing in the R&D of production technology that does not use pig
iron. To reduce the dependency on natural resources for enterprises to practice ecological and environmental protection,
maintain competitiveness, and fulfill market demands are the focus of the R&D of this technology.

On the basis that steelmaking technology can overcome the completely non-use of pig iron, the Company will look
for other alternative types of scrap steel and will no longer purchase pig iron from 2023. Starting from 2027, pig iron
will no longer be the raw material for electric arc furnace steelmaking. By innovating production technologies that does
not use pig iron, the steel industry makes a move toward a more environmentally friendly and sustainable future.

% RE 30 Description of Other Climate-related Targets: RE30

About 73% of our total Scopes 1 and 2 GHG emissions are generated by electricity use. To realize our goal for
sustainable development, purchasing renewable energy certificates (RECs) is one of the important measures for THS
to achieve this goal. Additionally, fulfilling our environmental commitment, lowering fossil fuel dependency, reducing
energy costs, and meeting the national requirements for renewables are also the realization of our social responsibility
and mission. However, in terms of Taiwan’s existing generation capacity of renewables, it will be impractical for all
manufacturers with high carbon emissions join RE100. After assessing from a practical point of view, we believe that
RE30 is an achievable target through continuous efforts. In 2023 we already purchased REC (Bundled REC System)
of up to 22,105,058kWh from Tung Kang Wind Power Corporation, equivalent to about 1.78% of the 2023 electricity
consumption.

In response to the global trend and Taiwan’s Net Zero 2050 target, we have included climate change as a material
issue of sustainable development. At the 25th meeting of the 24th term Board, we further passed the use of 30% of
renewables in total electricity consumption as the stage target for RE30:2030 of our “Net Zero 2050” policy.

RE30: Use over 30% of renewables in total electricity consumption in 2030.

34



6.Emissions reduction actions

In order to support the development of national greenhouse gas reduction strategies and the targets for
development of sustainable energy that taken into account resource efficiency, energy efficiency and environmental
protection, Tung Ho Steel has been promoting the ISO 50001 energy management system, ISO 14064-1 greenhouse
gas inventory, PAS 2050 product carbon footprint and ISO 14067 product carbon footprint certification. At the
same time, we have invested Capital expenditures and the relevant human resources and materials with respect to
the resource demands under energy efficiency plans with the expectation to keep track of the production costs and
use energy in an effective and appropriate way. In 2023, the total energy saved and carbon reduced by the works

amounted to approximately 42,320.9 ton-CO,e.

Energy conservation and carbon reduction

Facility Energy conservation and carbon reduction measures

Energy savings
estimates (GJ)

Carbon reduction
estimates ( tons of CO,e)

« Reduced power consumption of the colling fan (the colling
fan is used for the colling the Electric arc furnace smelting,

refining furnace smelting, and the heating systems of the 1,382.1 190.0
process equipment in Rolling Mill 1 and 2).
« Reduced the power of the running rollers 45.0 6.2
« Replacement of patio lights from Rolled Steel Column A-F 652.8 89.8
« Added two sets of induction heating furnaces to reduce the
Taoyuan power consumption of cold billet 1,136.0 156.2
Works
« Energy conservation of spray cooing of continuous casting 364.5 50.1
« Deep transformation of the bottom of the electric arc furnace 10,823.6 1,488.2
« Reduced ineffective heating power consumption during the
steel ballet heating 7,069.9 1,098.9
« Improved productivity and reduced power consumption 13,874.6 1,907.8
« Demand response load management measures- Daily time
period selection type 259,605.9 35,695.8
« Added materials to two barrels of scrap steel of the Electric arc
furnace to reduce the melting time 9,059.4 1,245.7
« 2023 energy-saving solutions to reduce the downtime of
machinery and equipment 5151 70.8
Miaoli
Works « Air compressor No. 6 in the air compressor room was replaced
with a variable frequency air compressor 756.4 104.0
« 144 street lamps in Miaoli Works were changed from 400W
mercury lamps to 80W LED lamps. 512.8 70.5
« Energy-saving plan of the Administration Department 22.8 31
Kaohsiung « Renewal and improvement of lighting fixtures in formed steel
Works plant and rebar steel plant 1,543.5 212.2
\IIDVagIrT(s « Renewal of lighting in the whole works 424.2 58.3
Total 307,788.7 42,320.9
Note:

1. Electricity emissions were calculated based on the electricity carbon emission coefficient of 0.495 kg CO, equivalent announced by the Energy Bureau of

MOEA in 2022 for the calculation of Scope 2 electricity reduction.

2. The calculated gases included carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons, sulfur hexafluoride, sulfur hexafluoride,

and nitrogen trifluoride.

3. The scope of reduction was indirect emissions ( Scope 2)

4. The calculation of energy consumption and GHG emissions reduction benchmark is based on the consumption in the previous year.

5. This was calculated based on the equipment capacity, operating time and output.
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7.Low-carbon products

Our products are low-carbon products categorized by emission intensity, and low-carbon products account
for 100% of the profits in the reporting year. We manufacture products by melting steel scrap using electric arc
furnaces. Compared to products made with blast furnaces using the method of basic oxygen steelmaking, our
products are more environmentally competitive than products made with blast furnaces because of their low-
carbon characteristics.

The steel materials for Electric arc furnace are low-carbon, recycled materials. Their primary material,
steel scrap, is a valuable recycled resource from what is called the “urban mine.” A large quantity of steel scrap
is collected from different parts of Taiwan for smelting and refining into steel. Compared to the steel materials
produced by blast furnaces, each ton of crude steel produced can reduce emissions by approximately 1.5 ton-
CO,e. To achieve the goal of zero emissions, in addition to actively promoting the contributions to society of
the expansion of low-carbon recyclable steel, we will continue to introduce the latest practical technologies to
significantly reduce carbon emissions to become the leader in the global industry of Electric arc furnace.

Currently, most rebar makers need to reheat steel billets for rolling and forming. In 2006, we invested a
large amount of resources to improve the production process. In 2010, the Taoyuan Works was established and
became the first steelmaker in Taiwan to adopt new processes using Electric arc furnace. By integrating refining
with the modern rolling process, the Taoyuan Works adopted the direct rolling process without using reheating
furnaces to become Taiwan’s first rebar maker without using reheating furnaces.

When no reheating furnace is required, no fuel such as crude oil or natural gas will be consumed for
heating. Compared to traditional processes, this process can significantly reduce energy consumption and air
pollution. The low-energy consumption and near-zero pollution performance of the production processes of the
Taoyuan Works is a new milestone in the steelmaking industry. The method of direct rolling without reheating
furnaces has been adopted and introduced by many domestic and foreign steelmakers.

Benefits of non-use of reheating furnaces (direct rolling) compared with those of a traditional rolling process

Energy consumption Carbon emissions Particulate matters NOx - SOx
Reduced by 85% Reduced by 60% Reduced by 100% Reduced by 100%

More energy-efficient!

Annual

Reduction

23,840,000 liters — 1-year energy consumption of 22,495 cars

Compared with a rolling mill, a direct rolling process without reheating furnaces can save approximately 29.8 (liters — heavy oil/ton —rebar) in
energy consumption and reduce the consumption of heavy oil by 23,840,000 liters annually, equivalent to the annual energy consumption of 22,495
cars (15,000km/year at 12km/liter per car).

More carbon reduced!

Annual

Reduction

x 1-year amount of CO2 absorbed by 176

68,631 t —
ons — Dann Forest Parks

According to the statistics of the Bureau of Energy, Ministry of Economic Affairs, the annual amount of CO, absorbed by the Daan Park is 389 tons.

Note: The data in the table above is based on the comparison between the performance values of the Taoyuan Works and the Bade Works (the old
Taoyuan Works), and calculated at an annual production of 800,000 tons of rebar.
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Percentage of Low-
emission R&D
Investments Among Description of Low-emission R&D Investment
the Amount of all R&D
Projects

Low-emission R&D Investment

Projects

The R&D
investment in
" . 2023 will be : . .
Industrial Big Data Energy NT$2.6 mill Reducing carbon emissions by enhancing energy
Management System | -0 mifion efficiency with digital management technology
Construction”  project l(egc Udm% through building smart energy management
commissioned to the Green abor cos ) systems and using smart energy monitoring
. accounting for
Energy and Environment o systems.
5.4% of the
Research Labs, ITRI.
total amount
of all R&D
projects.
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}\ 8.1.5° C low-carbon transition plan

When drawing up the 1.5°C low-carbon transition plan with 2005 as the base year, we first plan carbon
reduction pathways for electricity-using items with a higher percentage of GHG emissions. The following are
our carbon reduction pathways and estimated targets of carbon reduction in the current stage:

% Tung Ho Steel Carbon Reduction Pathway

2024 2027 2030 2031 2035 2040 2045 2050

L4a% 159%

147% |56%

@ Nopigironis
used

@ Low-carbon fuel

Use the renewable energy s,

Stop the purchase of pig iron s @ Electric arc furnace/

process improvement

kY
.
LY
¥
1Y
k)
LY
LY
LY
kY
¥
[}
.
LY

Complete the renovation of
Electric arc furnace No. 1 "\
Complete the Tl
renovation of Electric el .
arc furnace No. 2 Use of low-carbon materials ~ "teaooll...

Reduce auxiliary materials

Purchase of renewable energy

-
~
S

Use CCUS

====== Scope 1 +Scope 2

Base year 2005 : Emissions : 830,000 tCO, - Steel billet production : 1,380,000 tons
Reporting year 2023 : Emissions : 820,000 tCO, - Steel billet production : 1,900,000 tons
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Carbon Reduction Pathway

Carbon
Reduction

Description

Decarbonization
Technologies

Target

Modifying EAFs into scrap preheating EAFs can reduce
carbon emissions. With scrap preheating EAFs, the
estimated electricity for steel smelting will be reduced by

and Equipment 1 5% 100-120 kWh/m.t. This carbon reduction target is set upon
Modification— EAF the assumption that EAF modification in Miaoli Works and
Modification Taoyuan Works is completed by the end of 2026 and 2030
respectively.
Reduction
of electricity The electricity supply from Tung Kang Wind Power in 2023
nsumption Procurement of was 26GWh/year, and solar power wheeling progressively
consumptio Renewables 1 18% started in 2023H2 to supply electricity of about 25GWh/
year. Completion of purchasing renewables at 30% of the
company’ s total electricity consumption by 2030.
Lowered electricity Based on the assumptions of percentage of the renewables
carbon emission 1 39% at 60-70% and that the electricity carbon emission factor
factor becomes lower in 2050.
Execution Increasing energy In;rgasing energy efficiency: High—performgnce energy
o 1 4% efficient motors, control of frequency variation, recycling of
of energy | efficiency residual heat, etc.
efficiency
and carbon Smart combustion control of reheating furnaces,
reduction Improving L 4% introduction of combustors for reheating furnaces, an
lans processes oxygen-enriched combustion system for the preheaters of
P ladles, etc.
Utilization of low-carbon fuels L 1% Such as the use of low-carbon fuels including CH4, CO2-
free fuels, and hydrogen.
Reduced use of coke and other
i 1 3% Such as the use of waste synthetic resin and biofuel.
recarburizer
Stop using pig iron. 1 1% Zero use of pig iron as materials.
Tung Ho Steel plans to introduce the technology of carbon
capture, utilization, and storage (CCUS) to achieve the
Technology of carbon capture, remaining carbon reduction target of 25%. The CCUS
1 25% technology will be introduced in an incremental and

utilization and storage (CCUS)

phased manner, including a preliminary research project,
the construction of an experimental works, and the final
establishment and operation of the works.

Note: The above data shows our reduction strategies and targets for Scopes 1 and 2 GHG emissions.

Tung Ho Steel is closely following the global trend of and the direction of global responses to climate change,
and has included climate change as a material issue in corporate sustainable development and one of the key material
risks. We have continued to conduct analysis and maintain control, and have been committed to carrying out activities
for the adaptation and mitigation of greenhouse gases. we set up the Tung Ho Steel Task Force for Energy Efficiency
and Carbon Reduction to assess various carbon reduction programs, hoping to actively meet the expectations of all
stakeholders through concrete actions to ensure the sustainable management of Tung Ho Steel. We will communicate
the 1.5°C low-carbon transition plan to shareholders in the annual report.
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9.Future Outlook

* Climate-related engagement in supply chains

In February 2022, the Trading Division and the Materials Section distributed questionnaires to survey the
current status of greenhouse gas inventory and verification conducted by suppliers. Statistics indicate that out of
a total of 197 suppliers, 9 have conducted a greenhouse gas inventory verified by a third party, accounting for
4.6%.

In March, 2023, the Standard Supplier Assessment Form was revised and “climate-related responsibility”
has been incorporated into the scoring items to encourage suppliers to complete GHG inventory and verification
as soon as possible. A collaborative carbon reduction agreement with the value chain manufacturers were
drafted, and the questionnaire was distributed to manufacturers in the value chain, including the upstream
suppliers, downstream construction companies, and the transportation companies to investigate their willingness
to join the collaborative carbon reduction agreement. We will gradually raise the distribution ratio and include
the signing of the collaborative carbon reduction agreement into the scoring item.

A total of 307 copies of questionnaire have been distributed, with 272 copies returned and the return
rate at 88.6%. A total of 257 manufacturers are willing to join the collaborative carbon reduction agreement,
accounting for 94.5%. A total of 211 suppliers have actually completed the signing of the Collective Carbon
Reduction Agreement (the signing rate is 82.1%), and 20 suppliers have conducted GHG inventory and also
passed the third-party verification (accounting for 9.5%). A GHG carbon reduction briefing session was held in
Taoyuan Works, Miaoli Works, and Kaohsiung Works each in 2024, with 167 participants in total. Three GHG
inventory workshops will be held in June, 2024.

* Internal Carbon Pricing and Appropriation of Emissions
Reduction Fund

To promote climate change adaptation and mitigation activities, we have been active in managing carbon
risks and establishing operating procedures and regulations concerning climate-related financial disclosures and
internal carbon pricing. For internal carbon pricing, we have adopted the price of the national carbon fee to help
achieve the set targets of greenhouse gas reduction and promote clean energy transition.

To implement climate change adaptation and mitigation activities, in the 20th meeting in August 2022,
the 24th term Board passed the establishment of the “Regulations for Appropriation and Utilization of Special
Reserve for Climate Change Adaptation and Mitigation” and temporarily set the fund at NT$200/tCO,e to
appropriate the special reserve for addressing climate change adaptation and mitigation in respect of the total
Scope 1 and 2 GHG emissions recorded in the annual internal inventory. The special reserve will be spent
on projects and programs for climate change adaptation and mitigation, such as energy-efficient equipment,
equipment performance improvement and replacement, the R&D of energy conservation technology, and the
development of technology for low-emission products. The total expenditure in 2022 was approximately NTS$
30.8 million, and the available amount was approximately NT$ 140 million. In 2023, the special surplus reserve
amounted was approximately NT$ 160 million, which can only be utilized after approval by the board of
directors and recognition at the sharecholders’ meeting.

* Sustainable Financial Taxonomy
We received incentive interest rate for sustainability-linked loans from HSBC in 2022 and 2023. We hope
to be included in the taxonomy continuously in the future.

Currently, our products comply with the taxonomy with substantiated contribution to climate change
mitigation (use over 90% of scrap metal, our 2023 consumption was 98.6%) in the steel and iron industries as
stipulated in the EU Sustainable Finance Taxonomy.
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A Screening Criteria for the EU Sustainable Finance Taxonomy

% Carbon Reduction Assessment of the New Operational Location

On August 30, 2022 we participated in the tendering held by the Kaohsiung District Court and won the
bid covering the land, factory buildings, and equipment of Power Steel Co; Ltd. In January 2023 the competent
authorities approved us to rename these facilities THS Dayeh Works. After planning the carbon reduction
assessment of this new operational location, we already completed the heating furnace fuel modification at the
end of January 2024 to replace crude oil with natural gas in fuel use to reduce GHG emissions by about 22%
and energy consumption by about 6—10%.

To achieve Net Zero 2050, we have assessed the relevant climate change information, including the
effectiveness of renewables and emissions reduction before engaging in EAF modification and energy storage
system construction.
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Appendix 1: References

* [PCC (2021), Sixth Assessment Report of Intergovernmental Panel on Climate Change 2021: The Physical

Science Basis

» Report on abstract of key scientific points in I[PCC’s 6th assessment report on climate change and updated
analysis of climate change in Taiwan
» Taiwan’s Pathway to Net-Zero Emissions in 2050

Appendix 2: TCFD Disclosures and
Corresponding Chapters

Aspect ‘

Governance

Strategy

Risk

Management

Metrics and .

Targets

TCFD-recommended Disclosure

Describe the board’ s oversight of climate-related risks and opportunities.

Describe management’ s role in assessing and managing climate-related

risks and opportunities.

Describe the climate-related risks and opportunities the organization has

identified over the short, medium and long term.

Describe the impact of climate-related risks and opportunities on the

organization’ s business, strategy and financial planning.

Describe the resilience of the organization’ s strategy, taking into
consideration different climate-related scenarios (including a 2° C or lower

scenario).

Describe the organization' s processes for identifying and assessing

climate-related risks.

Describe the organization' s processes for managing climate-related risks.

Describe how processes for identifying, assessing and managing
climate-related risks are integrated into the organization” s overall risk

management system.

Disclose the metrics used by the organization to assess climate-related
risks and opportunities in line with its strategy and risk management

process.

Disclose Scope 1, Scope 2, and Scope 3 (if appropriate) greenhouse gas

emissions, and the related risks.

Describe the targets used by the organization to manage climate-related

risks and opportunities and its performance in achieving the targets.
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Climate Change-Related Governance

The representative of climate change

issues under the Board

Result of identification of climate-

related risks and opportunities

Assessment of climate-related material

risks and strategies

Climate Change-Related Strategy

The Process for Identification,
Assessment and Response
of Climate-related Risks and
Opportunities

The process for management of
climate-related risks and
opportunities

Management of Climate Change-
Related Risks and Opportunities

Climate Change-Related Metrics and
Targets

Climate Change-Related Metrics and
Targets

Climate Change-Related Governance
Climate Change-Related Metrics and
Targets

‘ Corresponding Chapter in This Report | Page

1

19

21

15

32

32
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k\ Appendix 3: Statement of External
Verification
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