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KAORI Preface

Message from the Chairman

Since its founding in 1970, Kaori has been dedicated to the development of energy-related technologies,
using innovative technologies to change the world. This mission has been driving our investments in the
past, which we intend to continue doing in the future. Apart from digital transformations, we will also commit
greater efforts to ESG sustainability-related initiatives and strive to accomplish corporate sustainability goals
through sustainable management thinking and research and development capabilities.

Over the past year, with the expansion of artificial intelligence (Al) applications, particularly in cloud and
edge computing, the demand for cooling technology has continued to increase. From the perspective of
sustainable development, Kaori has been considering how to achieve high-performance computing while
reducing energy consumption and environmental impact. Whether it is designing more energy-efficient
cooling systems, exploring the use of renewable energy for power supply, or recycling waste heat, these
practices are critical factors in promoting the sustainable development of the Al industry. We are continually
striving to reduce environmental impact.

On the road to global climate change and energy transformation, we focus on four main pillars: "Low Carbon
and Emission Reduction, Green Products, People-Oriented, and Sustainable Management", and have
taken concrete actions aligned with our core values of "Innovation, Quality, Responsibility, and Honor." We
are deeply proud of the overall performance of our team. The following are the highlights of sustainability
promotion performance in 2023:;

Environmental E

* The world's first plate heat exchanger manufacturer to receive a dual certification of ISO 14064-1 for
greenhouse gas inventory and ISO 14067 for carbon footprint in response to the challenge of international
carbon tariffs.

* The Taiwan plants have completed the greenhouse gas inventory for three consecutive years, with plans
to complete the inventory for the subsidiary in Ningbo by 2024.

® Terminated the production of high-carbon emitting equipment and reduced natural gas usage, significantly
reducing the carbon intensity from 2022.

¢ Digitized energy-saving processes by installing smart meters on main production equipment, achieving an
installation rate of 80%.

® Expanded renewable energy with green electricity, installing 744.51KW at the Kaohsiung Plant and
completing a feasibility assessment at the Zhongli Plant.

Social S

® Actively promoted human rights policies and measures, with plans to conduct third-party human rights due
diligence in 2024 to foster a diverse, equal, and inclusive workplace culture.

® Passed the ISO 45001 Occupational Health and Safety Management Systems certification. Through
systematic occupational safety and health management, we are committed to continuous improvement
and to moving toward the goal of zero occupational accidents.

® We value the physical and mental well-being of our employees and their emergency response skills. Over
70% of our employees in all the Zhongli Plants have completed the CPR+AED emergency response
training, successfully obtaining the AED Safe Place certification from the Ministry of Health and Welfare
and the Department of Public Health, Taoyuan as a safe place.

About the Report

Governance G

*® |n accordance with the Company's management policies, we continue to improve the quality and
effectiveness of corporate governance.

® All suppliers have signed the code of conduct, achieving a 100% completion rate.

® Passed the third-party certification for the ISO 27000:2022 Cybersecurity Management Systems
certification

Kaori plans to take its sustainability efforts to the next level in 2024 by adopting the sustainable spirit of "For
Earth. For Us." These sustainability efforts will revolve around five main themes: product/service innovation,
low-carbon transformation of key processes, advancement of risk control, diversified workplace, and
resilient cybersecurity. The Company plans to implement these themes by maintaining good communication
with stakeholders, stay abreast of international sustainability trends, and observing the United Nation's
Sustainable Development Goals (SDGs). We firmly believe that when the ESG spirit is integrated into our
daily operations, we can successfully uphold our goals of "business integrity, effective corporate governance,
cherishing the green earth, fulfilling social responsibilities, and pursuing sustainable development.”

hih-Hsyoung Wu

03



KAORI Preface

Report Overview and Scope

Report Overview

This report follows the guidelines and framework of the Global Reporting Initiative (GRI) Sustainability
Reporting Standards to detail the efforts of Kaori Heat Treatment Co., Ltd. (hereinafter referred to as
Kaori Heat Treatment, Kaori, the Company, or we) in fulfilling corporate citizenship responsibilities. It
focuses on the Company's active implementation of sustainability management, corporate governance,
risk management, operational strategy performance, customer relations, product innovation and quality
management, sustainable supply chain management, sustainable environmental sustainability, creating a
friendly workplace and safe and healthy work environment, and social harmony.

Considering the issues that concern investors, this report aims to provide reliable and transparent
information. Various information is published simultaneously on the Company's website to promote two-
way communication with internal and external stakeholders. Kaori anticipates increasing demands from
stakeholders for the disclosure of non-financial information. Therefore, we aim to present the Company's
management approach and data related to corporate sustainable development, as well as the transparency
and credibility of data.

This report can be read and downloaded from the Company's ESG sustainability official website: https://esq.
kaori.com.tw/

Reporting Period

Year 2023 (from January 1, 2023 to December 31, 2023). This report discloses the various ESG sustainability
reports of Kaori Heat Treatment Co., Ltd., including sustainable management involving stakeholder structure
and identification, the communication and analysis of issues of concern, the ranking of and response to
material issues, impact of sustainable management and risk assessment of material issues, implementation
of the United Nations Sustainable Development Goals, management approaches of material issues, and
performance information on managing and acting on material ESG issues. Some content is included to
enhance the reader's understanding of the information in the report. The Company will annually revise and
continue to issue ESG sustainability reports.

About the Report

Scope and Boundaries

The scope of this report is defined by the organizational boundaries set by Kaori Heat Treatment Co., Ltd.
This time, the boundaries include:

® Headquarters: No. 5-2, Jilin North Road, Zhongli District, Taoyuan City

® Zhongli Plant 1: No. 2, Jilin North Road, Zhongli District, Taoyuan City

® Zhongli Plant 2: No. 11, Songjiang N. Rd., Zhongli Dist., Taoyuan City

® Zhongli Plant 3: No. 5-2, Jilin North Road, Zhongli District, Taoyuan City

® Zhongli Zigiang Plant: No. 8-1, Zigiang 4th Road, Zhongli District, Taoyuan City

e Kaohsiung Benzhou Plant: No. 3, Bengong 2nd Rd., Gangshan Dist., Kaohsiung City

The information contained herein is mainly based on the data from the Taiwan headquarters and the five
aforementioned plants, and does not include the data of other subsidiaries in China. The report discloses
relevant material topics concerning Kaori Heat Treatment Co., Ltd. employees, and external stakeholders
such as customers, suppliers, and investors. Other information is presented in general terms and numerical
values, while the consolidated financial statements (including the five plants in Taiwan and the subsidiaries in
China) are presented in NTD or NTD in thousands.

Principles and Guidelines

The contents of this report were gathered and compiled by various task forces under Kaori's ESG Committee.
The ESG Committee verified the Company's sustainability performance for the year and reviewed the
completeness and correctness of the reported data, whereas the lead member of the ESG Committee gave
the final approval for the report.

To continuously enhance the comparability of performance and the substantiveness of the report, all

the information disclosed in this report adheres to international standards: GRI, TCFD, SASB, and the
Sustainable Development Best Practice Principles for TWSE/TPEXx Listed Companies. The standards are as
follows:

® Global Reporting Initiative Sustainability Reporting Standards (GRI Standards: 2021)
® TCFD: Climate change risks, opportunities, and financial impacts

® SASB: Themes and accounting metrics of Sustainable Accounting Standards for Resource Transformation:

Electrical and Electronic Equipment
® SDGs: United Nations Sustainable Development Goals — Applicable provisions for corporate
organizations

® Rules Governing the Preparation and Filing of Sustainability Reports by TWSE Listed Companies (amended

on September 22, 2022)
® Sustainable Development Best Practice Principles for TWSE/TPEX Listed Companies (amended o'
December 7, 2021)

05


https://esg.kaori.com.tw/
https://esg.kaori.com.tw/

06

KAORI Preface

Changes in Reporting

There are two adjustments to the Company's 2023 ESG Sustainability Report, which are explained as
follows:

Before adjustment to material issues: 2022 ESG After adjustment to material issues: 2023 ESG

Sustainability Report

Sustainability Report

Adjustments to material issues (including terms with Adjustments to material issues (including terms with
identical meanings) identical meanings)
® Unchanged ltems ® 2023 items
Operational performance, Customer relations Operational performance, Energy and GHG
management, Occupational health and safety, management, Product quality, Innovative R&D,
Innovative R&D and value creation, and Energy and Customer relations management, Risk management,
GHG management, totaling 6 items. Talent development and cultivation, Customer privacy,
Sustainable product services, and Occupational health
and safety, totaling 10 items.
® Adjusted * Added
Corporate governance and commercial behavior Product quality, Risk management, Talent development
guidelines, Human rights protection and inclusion, and and cultivation, and Customer privacy, totaling 4 items
Legal compliance, totaling 3 items removed. added.

Total: 9 items Total: 10 items

Adjustment descriptions

1. Removed: Corporate governance and commercial behavior guidelines, Human rights protection and inclusion, and
Legal compliance, totaling 3 items.
Reasons and Impact: Due to the Company's compliance with Taiwan's relevant governance, environmental, and
social laws, there have been no administrative penalties in the past five years. Thus, human rights protection and
diversity inclusion, corporate governance, and business conduct are all strictly adhered to by management and
employees according to the relevant regulations, having no impact on the company.

2. Added: Product quality, Risk management, Talent development and cultivation, and Customer privacy, totaling 4
items.

3. There were 9 material issues in 2022, and there were 10 material issues in 2023, an increase of 1 issue.

Ensuring the accuracy of public information

Publishing ESG-related information has a significant impact on stakeholders. Therefore, we must make every
effort to ensure the accuracy and completeness of the disclosed information. In 2023, we paid close attention
to every detail to guarantee the correctness and completeness of the public information.

Internal verification

Unless otherwise noted, all currency units in this report are in New Taiwan Dollars (NTD), and numerical
values are rounded to two decimal places. Some indicators are provided to highlight medium- to long-term
trends, offering continuous data for 2 to 3 years (financial reports for 3 years) from 2021 to 2023. Every
piece of information, data, review, and verification information disclosed in this report has been documented,
verified, and approved by the relevant department supervisors and reviewed by the top management level.

About the Report

External verification

Financial data: Deloitte Taiwan

ESG Sustainability Report: Verified by Ares International Certification Co., Ltd., following AA1000 Assurance
Standard Type | Moderate level verification and complying with the requirements of the GRI Standards: 2021
Standards. The Independent Assurance Statement is issued by Ares International Certification Co., Ltd. (see
Appendix 4 for details).

Frequency of issuance

This is the 2023 Sustainability Report of Kaori Heat Treatment Co., Ltd. In support of Kaori's energy and
carbon reduction, environmental care, and paperless initiatives, the Company has opted to disclose the
report to all potential users in electronic form over Kaori's website.

® Previous reporting period and edition: January 1, 2022, to December 31, 2022; issued in June 2023
® Current reporting period: January 1, 2023, to December 31, 2023

® [ssuance cycle: Once a year

® Date of current publication: June 2024

® Date of next publication: June 2025 (scheduled)

Contact window

Please do not hesitate to contact us if you have any suggestions regarding this report or Kaori's sustainability
practices.

® Kaori Heat Treatment Co., Ltd. ESG Committee

® Address: No. 5-2, Jilin North Road, Zhongli District, Taoyuan City 320030
® Tel.: +886-3-4527005 ext. 213

® Mail: pr@kaori.com.tw

® Website: https://www.kaori.com.tw
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Sustainability Management Implementation =

1.1 Organization and ldentification of Stakeholders
1.1.1 ESG structure and responsibilities

Headed by the chairman, the committee not only outlines Kaori's ESG visions and long-term strategies, but
also coordinates with senior managers from different fields to interact with customers, government agencies,
and members of society on four aspects, namely environmental management, social management, corporate
governance, and sustainable products. By increasing the level of transparency, the committee contributes

to the fulfillment of sustainable responsibility throughout the organization. Kaori envisions itself as an ethical
and responsible business and is committed to fulfilling its social and environmental responsibilities as a
corporate citizen while maximizing profit performance. At Kaori, we embrace sustainability as a source of
inspiration and competitiveness.
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The ESG Committee held a total of 48 meetings in 2023 to discuss project execution progress, changes in
domestic and foreign laws, and issues concerning CBAM. In addition, in compliance with the "Sustainable
Development Roadmap for TWSE/TPEX Listed Companies," Kaori took the lead and completed the GHG
inventory and third-party verification for the parent company ahead of the regulatory schedule in August
2022. We are committed to conducting annual inventories and obtaining third-party verification certificates.
The subsidiary's greenhouse gas inventory and verification plan was submitted to the Board of Directors for
resolution in the first quarter of 2023 and the project was initiated in the fourth quarter. It is expected to be
completed in the third quarter of 2024.

The Company has established an ESG Committee (hereinafter referred to as the ESG Committee or the
Sustainability Committee) as the executive unit. The members of the environmental management team,
social management team (employees and community), corporate governance team, and sustainable
products team are headed by relevant department supervisors, with the General Manager serving as the
convener. The coordination, compilation, and collection of ESG sustainability report documents are handed
over to the executive secretary for public relations. Weekly management meetings are held to report on the
implementation status and urge to make necessary adjustments.

Organizational structure of the ESG Committee

Chief

ﬁ Chairman

Deputy Chief
Vice Chairman

Convener
General manager

Sustainability
Management

Executive Secretary
Public Relations

Deputy Convener

Administrative Management Division
Vice President

Implementation

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

o

RESPONSIBLE
CONSUMPTION

AAND PRODUCTION

QO

Environment Management Team
Administrative Management
Division
Vice President

Social Management Team
Administrative Management
Division
Vice President

Corporate Governance Team
Finance & Accounting &
Investment Division
Vice President

e Environmental safety and
health

¢ Plant and manufacturing

® Human resources

e Public relations

e Corporate e Finance
overnance
9 . e QOperation
e |nformation
technology ® Procurement

o |egal affairs &

audit

Sustainable Products Team
Heat Exchanger Business
Vice President

e R&D and e Production
innovation procedures

® Business ® Procurement
development
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The ESG Committee is a cross-departmental communication platform responsible for planning,
implementing, and controlling various action plans. It integrates and supervises the implementation progress
and effectiveness of the four key aspects: corporate governance, social management, environmental
management, and sustainable products, ensuring the effectiveness of both horizontal and vertical
communication within the organization and concrete practices of sustainable development.

Responsibilities of the Committee:

>~

o

6.

issues.

Formulate the annual corporate sustainable development plan and strategic direction.

Plan and execute various activities related to corporate sustainability development.

Track and review the implementation and effectiveness of the corporate sustainable development plan.
Make decisions on other ESG-related matters, including corporate governance, environment, and social

Weekly meetings to report and discuss corporate sustainability development-related topics.
Regularly report the ESG implementation plan and results to the Board of Directors every year.

The structure of the aforementioned ESG Committee, the key ESG initiatives for each category, and the
responsible units are as follows:

By Category

Corporate governance

Corporate
Governance
Team

Economic

Environmental management;
energy saving and carbon

Environment reduction

Management
Team

Key ESG initiatives

® Corporate governance - financial
management systems
® Business integrity

® \arious management systems:
finance/ISO/personnel management,
etc.

® Ethical management systems: Legal
compliance, professional ethics, anti-
corruption and bribery, etc.

® Cybersecurity

® Risk management

® Customer privacy and customer
relationship management

® Sustainable development
management system and goals

® Grievance system - employees/
customers/suppliers/shareholders

® Operating performance

® Energy management

® Greenhouse gas management
(including carbon emissions)

® \Water resource management

® Sewage/Exhaust/Waste
management

* Work environment management
systems

® Public area management systems

Responsible unit

Finance and Investment
Division, Administrative
Management Division, Audit
Office

Quality Assurance Center

Human Resources
Department/Employees at All
Levels/Labor Representative

Information Technology
Department

Operations Management
Department

Operations Management
Department

ESG Committee

Administrative Management
Division/Operations
Management Department/
Procurement Center/Finance
and Investment Division

Operations Management
Department

Administrative Management
Division

Administrative Management
Division

Administrative Management
Division

By Category

Suppliers

Product
safety and
customer
service
satisfaction

Product
quality
management
and delivery
time

Product

Social
Management
Team

Employee
management
system/
Labor
relations/
Health and
safety

Employee
management

Community and public
welfare activities

1.1.2 |dentifying major stakeholders

According to the six screening principles of "responsibility,
"representativeness," and "policy and strategic intent", Kaori identified six major stakeholders in ESG
Committee meetings. These stakeholders include investors/shareholders, employees, customers, suppliers,
government agencies, and internal senior management. We listen to the voices of stakeholders through
various communication channels, collect their concerns on the Company, and accept and respond to their
expectations.

Sustainability Management Implementation =

Key ESG initiatives

® Supply chain management (including
contractors)

® Product quality and safety
® Customer service and satisfaction
® Customer relations management

® Product quality management systems

® Key quality management procedures
and control methods

® Product yield rate and delivery time

* Employee selection, training,
utilization, and retention management

® Salary, benefits, and talent cultivation

® | abor relations, diversity and
inclusion, and human rights
protection

® Occupational safety and health

® Neighborliness in local communities

® Give back to communities and charity
events

influence,

® The main stakeholders of the Company are as follows:

Suppliers

Investors/
shareholders

LW

Internal senior
managers

S
=7

Customers

HIB!
Q=g
Government
agencies

|

Employees

Responsible unit

Procurement Center,
Administrative Management
Division

Operations Management
Department, Quality
Assurance Center

=
)
=]
)
Q
@
3
)
=

Ayngeurgsng

=
=3
)
=
]
=
<
=
5

Operations Management
Department (Quality
Assurance Unit)

Administrative Management
Division

Administrative Management
Division

Administrative Management
Division

proximity," "dependency,"
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Chapter 1

1.2 Major stakeholder communication and grievance channels

Kaori discloses its corporate social responsibility on the Company website. Six contact window and contact
information of the major stakeholders, and the corresponding contact person, and issues of concern are as

follows:

By region Contact window, Issues of concern, and Grievance channels

Employees' Area

Customers' Area

Suppliers' Area

Investors' Area

Government Agencies'
Area

Contact window: Administrative Management Division

Issues of concern: Human rights protection, remuneration and benefits, training and development, safety
and health, promotion channels, etc.

® Grievance hotline: 03-4527005 #236

® Email: jocelyn@kaori.com.tw

Contact window: Operations Management Department
Issues of concern: Product quality and delivery time, customer privacy, customer service and satisfaction,
etc.

New Business Development - Hydrogen Power
® Grievance hotline: 03-4527005 #801

® Email: victorhsu@kaori.com.tw

Brazing and welding composite application
technology

® Grievance hotline: 03-4527005 #819

® Email: winston@kaori.com.tw

Brazed Plate Heat Exchangers Operations
Management Department

® Grievance hotline: 03-4527005 #229

® Email: minnie@kaori.com.tw

Gasket Plate Heat Exchangers Operations
Management Department

® Grievance hotline: 03-4527005 #233

® Email: jim-tsai@kaori.com.tw

New Business Development - Thermal Energy
® Grievance hotline: 03-4527005 #505

® Email: lyh@kaori.com.tw

Contact window: Procurement Center
Issues of concern: Procurement regulations, green procurement, supplier management, etc.

® Grievance hotline: 03-4527005 #501
® Email: daniel-lee@kaori.com.tw

Contact window: Finance, Accounting, and Investment Division
Issues of concern: Operational performance, corporate governance, risk management, shareholders' equity,
information disclosure, etc.

® Grievance hotline: 03-4527005 #221
® Email: ritachuang@kaori.com.tw

Contact window: Administrative Management Division

Issues of concern: Legal compliance, corporate governance, safety and health, environmental protection,
etc.

® Grievance hotline: 03-4527005 #280

® Email: hjoiu823@kaori.com.tw

1.3 Communication on issues of concern to stakeholders and the process of identi-

fying material issues

Sustainability Management Implementation

Kaori collects sustainability-related issues based on the SDGs, industry regulations and standards, and the
organization's annual goals. Through various communication channels with stakeholders, representatives
of various units communicate with stakeholders on a regular/ad hoc basis to summarize the concerns

of stakeholders through the impact of the Company's operations, and whether there is an impact on the
Company's operations. A total of 18 issues were raised (with duplicates counted as one), as detailed in the

table below:

Stakeholders

Customers

Investors/
shareholders

Suppliers

Employees

Government
agencies

Significance for Kaori

Customers' recognitions
and support are what
drive us to grow; Kaori

is dedicated to meeting
customers' needs and
expectations and creating
maximum value with
top-quality products and
services

Kaori operates in the
best interests of its
shareholders; it allocates
capital in a manner that
creates a virtuous cycle
and makes transparent
disclosures of operational
and financial information

Kaori views suppliers as
important partners for
sustainable development.
By assisting suppliers in
assessing potential risks
and opportunities, we
work together to develop
higher-quality solutions
for our customers.

Driven by the core
value of being “people-
centered”, Kaori attracts
the world's best talents
by providing them

with comprehensive
compensation, a robust
training system, and a
workplace where they
can perform to their best
potential and maximize
their performance

In addition to complying
with government policies
and regulations of the
competent authority,
Kaori takes the initiative
to promote awareness of
government measures
and builds a corporate
culture of compliance
while fulfilling its civic
responsibility

Issues of Concern

Customer relations
management

Product quality and safety
Customer privacy

Operating performance
Corporate governance
Compliance
Shareholders' interests
Business integrity

Compliance

Supplier sustainability
management
Occupational safety and
health

Compliance

Occupational safety and
health

Human rights protection
Diversity, inclusion, and
labor relations
Remuneration and
benefits

Training and development
Innovative R&D and value
creation

Compliance
Occupational safety and
health

Energy and GHG
management

Waste management

Communication Methods and

Channels

Business meetings and
visits

Quarterly business reviews
Product project meetings
Customer satisfaction
surveys

E-mails, documents,
questionnaires

Technology conferences
Company website

General meetings
Investor conference
Annual reports

Investor mailbox

Market Observation Post
System (MOPS)
Telephone

Supplier conferences
Supplier sustainability
performance assessment
Supplier sustainability
audits

Sustainable supply
conferences

Internal meetings
Operational meetings
COO meetings
Labor-management
meetings

Performance evaluation
Training of professional
skills

Training for new recruits
Occupational Safety and
Health Committee meetings
Employee Welfare
Committee meetings
Bulletins

Intranet announcements
Employee health checkups
Reports of personal health
states

Health knowledge
Employee grievance
mailbox

Participation in corporate
governance evaluation
Correspondence
Telephone

On-site audit

Seminars and public
hearings

Frequency of Communication

Unscheduled
Quarterly
Unscheduled
Q4 each year
As needed
Unscheduled
Unscheduled

Once a year
Once a year
Regularly

Unscheduled
Unscheduled
Unscheduled

Unscheduled
Once a year
Unscheduled
Once a year

Monthly

Once a month

Once a week

Quarterly

Semiannually

Carried out according to
employees' annual training
program

Carried out depending on
new recruitment
Unscheduled

Ad-hoc

Ad-hoc

Once a year

Ad-hoc

Unscheduled

Once a year
Unscheduled
Unscheduled
Unscheduled
Unscheduled
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KAORI Chapter1

Sustainability Management Implementation =

The aforementioned issues of concern were analyzed with reference to the Global Reporting Initiative
Standards (GRI Standards) based on the steps of identification, prioritization, validation, and review. This
analysis aims to confirm the scope of material issues disclosed in the report and to comprehensively examine
the sustainable development challenges faced by the company, both internally and externally, in terms of
material issues and the overall effectiveness of sustainable management.

1.3.1 Identification and analysis of stakeholders' issues of concern

Each issue of concern is identified based on the material issues considered by the stakeholders. This
involves examining the focus areas of corporate governance, economic aspects, environmental aspects, and
social (including human rights/people) issues, identifying the direct or indirect impacts within the internal and
external scope of the Company. These topics are then analyzed based on the level of stakeholder concern

® The process for generating material issues is as follows: and subsequently prioritized.
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The direct or indirect impacts of issues of concern determined by the ESG Committee in 2023 are presented
in the table below:
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1, Identification

eDirect impact © Indirect impact

Internal to the

Company External to the Company

e Through the following channels, 21 The method for ranking material issues is explained

14

sustainability-related topics were identified as follows: Stakeholder areas of Analysis of the content of o m ® o ” o @
as the basis for the materiality assessment e The evaluation is based on two main aspects: the concern issues of concern § -§ i g § "('E §
in the report. "impact of various ESG issues on the Company's 5 3 S 3 T 5 3
¢ Employees from various departments economic, environmental, and human rights s @ 3 ¢ ‘ =
identified stgkeholders based on.thelr performance" and the "level of concern among Corporate governance PS P PS P
regular business and work experience, stakeholders." = p ° ° ° °
2 o ompliance
I|§t|ng the sustainability issues that concern In 2023, the internal ESG Committee met to .P . .
_dlfferent stakeholders and their impact on understand stakeholders' opinions, and let the Business integrity o o o o ©
internal operations. members of the ESG Committee play specific Corporate governance Risk management [ ] [ ] [ ] () ©
® Examine the material issues of domestic roles (such as procurement playing the role of aspect Innovative R&D ® ® ® Y Y ©
and foreign benchmarking peers, as well as suppliers) to assess the direct or indirect impacts ovb : ° ° ° o
international sustainability trends. of the issues of concern on internal operations. SO EEETT
® To ensure the objectivity, completeness, and A quantitative analysis of the direct and indirect s:rs\,tiigsable EEE ([ ) [ () [ ) [ ©
inclusiveness of the key issues, the impacts was conducted to identify the :
materiality matrix from the previous report significance of each issue, resulting in an initial Investors Operating performance ® ® ® ®
was also reviewed. materiality matrix of material topics. Further Shareholders' interests () () o () @)
responses to these material issues will be Product quality ° ° P P °
provided. :
Economic Customers Customer relations ° PS ° ° °
management
4 Revie Customer privacy [ J [ J [ J [ J [ J
. Review , o
Suppliers Supplier sustainability ° ° ° °
management
Energy and GHG ° ° ° °
e To ensure compliance with the GRI's In the next version of the report, we will continue management
completeness and stakeholder inclusivity to review the matrix of material issues and Environmental Waste management ° ° °
principles and to strengthen the link between strengthen communication with stakeholders to 9
annual material topics and core confirm whether the matrix of material issues will Water resource ° ° ® °
competencies, the initial material topic be adjusted in the future. management
identification results were reviewed by the inclusion ( ([ ([ [ J [ ]
ESG Committee. Based on an analysis of . .
international benchmarks, trends, and Personnel 1uman rlgh.ts protection . ¢ ¢ ¢ ¢ @ °
business development strategies, "talent mapagement Remuneration and benefits ([ ] ([ ] ([ ] ®
development and training" has been ‘(’:‘”th'” the  Talent development o () o ©
I : ompany
reclassified as a secondary issue. Social Workplace safety and . . . . ° o
e |dentified 10 "material issues," 8 "secondary health
|ssues,".and 3 other issues. Amqng them, Community engagement PS PS
ten key issues have been identified as the . .
material disclosure topics for this report. COTT””'W Charity events hd hd
Based on the content of these key issues, refations Donations and ° °

corresponding GRI material topics have
been identified and addressed in the report.

sponsorships

Explanation: The above table analyzes the importance of 24 issues of concern for both the internal (organization and employees) and
external (shareholders, customers, suppliers, government agencies, communities) stakeholders. Issues with 5 or more (e)
are considered highly impactful and are marked in orange  as material issues. A total of 10 material issues have been
identified. These issues will be addressed in terms of their materiality and secondary importance and will be subjected to
risk assessment and management (refer to section 2.7.1 Risk Management Process and Response Methods and Appendix
2-1). Issues with 3 or more (o) and 1 (© ) but less than 5 (e) are considered secondary issues and are marked in light
gray .Atotal of 10 secondary issues have been identified. Only the material and secondary issues are addressed; other
general issues are not addressed.
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1.4 Identification and ranking of material issues and responses

Based on the stakeholder identification results, the ESG Committee convened a meeting to discuss the
key issues of stakeholder concern in the 2023 ESG Sustainability Report. The meeting covered the level
of stakeholder concern, and the level of immediate or potential impact on the economy, environment, and
society. From December 12th to 20th, 2023, the ESG Committee prioritized issues of concern to important
stakeholders, made reasonable adjustments and amendments by referring to industry examples, and
recorded the meeting minutes, which were submitted to the general manager for approval.

The 24 issues of concern were adjusted into 10 major issues and 11 secondary issues in 2023, as shown in

the table below:

Note: Material issue

e Community engagement ¢ Shareholders’ * Remuneration ® Operating performance e Customer relations
< | ® Charity interests and benefits ¢ Energy and GHG management
S | o Donations /Sponsorships ~ ® Business integrity e Diversity and management ® Talent development and
o Legal compliance inclusion e Product quality cultivation
e Human rights e Innovative R&D e Customer privacy

C’F protection o Risk management e Sustainable products
é e Workplace safety and health
o
;)" ¢ Information security e Supplier sustainability management
S = e Corporate governance
(75_ S ® Water resource management

Q
g ) ® Waste management
o
@
=
m-
Q
o
=]
(@]
(¢}
S B
=l 2

Low Moderate High

mediate or potential impact on the economy, environment, and society (including human rights/population)

, Secondary issue

Sustainability Management Implementation

1.4.1 Responses to material and secondary issues

In 2023, 10 major issues and 10 secondary issues were identified and confirmed. A summary of the
management actions and related measures is provided below:

ltem

Corporate governance aspect/economic aspect

Operating
performance

Risk
management

Innovative R&D

Customer
relations
management

Customer
privacy

Sustainable
Products

Product quality

Corporate
governance

Shareholders'
interests
Business

integrity

Compliance

Cybersecurity

GRI standards

201 Economic performance

2-25 Procedures for
remediating negative impacts

416-2 Customer health and
safety

® 417 Product services and

product quality

416-2 Customer health and
safety

417 Product services and
product quality

418 Customer privacy

417 Product services

416-2 Customer health and

safety

417 Product services, product
quality, and delivery times

2-9 Governance structure and
composition
2-12 Role of the highest
governance body
in overseeing the
management of impacts
2-15 Conflicts of interest

201 Economic performance
2-15 Conflicts of interest

2-27 Legal compliance

2-3 ~ 2-5 Report practices
418 Customer privacy

Importance to Kaori

By maintaining continuous profitability
to achieve the goal of sustainable
operations, we aim to expand new
customer bases, increase market
share, and create new employment
opportunities.

Payment terms are important to the
Company.

Payment terms are important to
suppliers.

Customers place great importance on
product quality and delivery times, which
are crucial factors in building trust and a
strong reputation with them.

Customer service and satisfaction are
crucial factors in building trust and a
strong reputation with them.

Understand customers' requirements and
standards for the Company and draw up
purchase orders and contracts to protect
customer privacy.

Customers' demand for sustainable,
green products is increasing and
becoming more important, which is also
a key factor for the Company's product
transformation.

Customers place great importance on
product quality and delivery times, which
are crucial factors in building trust and a
strong reputation with them.

To enhance the composition and duties
of the board of directors, improvement
of information transparency, and
implementation of corporate social
responsibility guidelines and measures.

Satisfying shareholders is the most
important task of the Company.
Implementing business integrity policy
is crucial for establishing the Company's
reputation and credibility.

Legal compliance and business integrity
are foundational policies for establishing
the Company's trust, reputation, and
credibility.

The Company legally discloses

the annual financial report and

ESG sustainability report, ensuring
transparency of information and securing
the personal data of customers and
employees through robust computer
cybersecurity measures.

Promotion measures

® Keep track of the economic
situation and increase capital
expenditure in a timely manner.

® Expand customers and increase
market share.

® Control costs and expenses.
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Establish management authority or
procedures for customer receivables
and supplier payments.

Obtain ISO 9001 quality management
certification (including procedures,
work standards, etc.) and continuously
maintain its validity.

Conduct regular annual customer
satisfaction surveys, and require
the responsible units to address
customer complaints and implement
improvements within a specified
timeframe.

Obtained ISO/IEC 27001
Cybersecurity Management Systems
certification and established "Personal
Data Protection Management
Procedures" for both parties to follow.

Obtain ISO 14067 carbon footprint
verification. At the same time, an R&D
center has been set up to innovate
and develop green and sustainable
products.

Obtain ISO 9001 quality management
certification (including procedures,
work standards, etc.) and continuously
maintain its validity.

The Company follows the Financial
Supervisory Commission's "Corporate
Governance 3.0 -Sustainable
Development Blueprint" and the
Taiwan Stock Exchange's "Corporate
Governance Evaluation Indicators."

® Established the Articles of
Incorporation and clearly defined
the dividend distribution procedures
for shareholders.

® Establishment of the "Business
Integrity Code of Conduct".

Business integrity must be
implemented by complying with laws
and regulations and establishing anti-
corruption, bribery, and profit-recusal
systems.

The disclosure and transparency of
information in the annual financial
report and ESG sustainability
report. Obtained the ISO/IEC 27001
cybersecurity management system
certification and formulated the
"Regulations Governing the Use

of Computers and Networks" and
"Required Software for Installation on
Computers" to ensure personal data
security.
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ltem GRI standards
Supply chain ® 308-1 Supplier environmental
sustainability assessment
management ® 414 Supplier social assessment

Environmental

Energy ® 305-1,2 Carbon emissions
and GHG ;
® 2-27 Legal compliance
management
Waste ® 306-3 Waste

management  ® 2-27 Legal compliance

Water resource ® 303-1, 2, 3 Water and effluents
management  ® 2-27 Legal compliance

Social
e s ® 403 Occupational safety and
safety and health
health
Talent

development @ 404 Training and development
and cultivation

® 2-18 Remuneration policy

® 2-19 Remuneration
determination process

® 2-21 Annual percentage of total
remuneration

Salary and
benefits

® 405-1 Diversity of governance
units and employees
Diversity and ® 405-2 Ratio of basic salary and

inclusion and remuneration for women and
human rights men
protection ® 406 Non-discrimination

408 Prohibition of child labor
® 409 No forced labor

18

Importance to Kaori

To promote sustainable development,
Kaori seeks to establish partnerships
with vendors across the supply chain
and requires all suppliers to comply with
environmental and social responsibility
regulations.

In response to global environmental
trends and to align with the national
greenhouse gas reduction strategy, the
Company monitors its greenhouse gas
emissions.

Violations of environmental regulations
regarding wastewater and waste disposal
can result in penalties, negatively
impacting the Company's reputation and
corporate image.

We have implemented comprehensive
water resource management measures,
including water management, reduction
initiatives, and improving recycling

and reuse to reduce the risk of water
shortages.

In accordance with the "Occupational
Safety and Health Act," we have
formulated the "Occupational Safety and
Health Work Principles" and submitted
them to the Taoyuan City Government
Labor Inspection Division for approval
and implementation to build a safe,
healthy, and friendly workplace.

Established a training and development
system and supplemented by a
performance evaluation mechanism to
nurture and develop employees' personal
capabilities and career competencies.

Offer a competitive compensation
strategy and system to attract and retain
top talent.

By focusing on people, Kaori takes
actions to enforce employees' human
rights and diversity within the workplace

Promotion measures

Developed the "Supplier Sustainability
Management Policy," "Supplier Behavior
Guidelines," "Supplier Statement

on Sustainability Development,”
"Sustainability Evaluation Sheet for New
Suppliers," and "Supplier Sustainability
Review and Improvement Suggestion
Form" to build mutual trust and stable
partnerships with suppliers, thereby
constructing a sustainable supply chain.

Following the 1ISO 14064-

1 Greenhouse Gas Inventory
Guidelines, we established a "Carbon
Management Committee" and
implemented the "Energy Saving

and Carbon Reduction Management
Procedures" to effectively manage
energy.

In compliance with the ISO 14001
Environmental Management System,
we ensure wastewater testing meets
regulatory standards, and waste is
classified and processed legally.

Based on the characteristics of water
usage, we primarily focus on recycling
and reusing wastewater from cooling
towers, industrial processes, and
domestic water.

Established the "Hazard Identification
and Risk Management Procedures,"
which include a graded control
mechanism for hazard identification
to ensure a safe and healthy working
environment.

Established the "Education and
Training Management Procedures"
and "Annual Performance Evaluation
Implementation Regulations” for
managers at all levels to follow.

Establish the "Personnel
Management Regulations" for all
levels of management to follow. In
response to the expansion of the
Company's operation scale, the
"Remuneration Policy" has been
formulated.

The "Human Rights Policy" is
formulated in accordance with the
core labor standards and local laws
and regulations of the "United Nations
Universal Declaration of Human
Rights," "United Nations Global
Compact," "RBA Code of Conduct,"
and the fundamental Conventions of
the International Labour Organization.

1.5 Impact of sustainable management

1.5.1 Value chain relationships of material issues in Kaori

Material issues
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Operating
performance

Customer
relations

ClgEEy management

profit

Customer
privacy

Innovative R&D

Risk
management

Sustainable
Products

Corporate
governance

Product quality

Green
production

Energy and GHG
management

Talent cultivation

Friendly and development

e Workplace safety

and health

Note: © Highly impacted and A Minor impacted. Items not listed in bold are secondary issues.

GRI Standards specific topics
SASB Code of Conduct - hardware

201 Economic Performance 202
Market Presence

416 Product Safety 417 Product
Quality

® 418 Customer privacy
® TC-HW-230a.1 Product Safety
® TC-HW-410a.1~3 Product

Lifecycle Management

® 2-15 Conflicts of interest
® 2-25 Procedures for remediating

negative impacts

416 Product Safety 417 Product
Quality

TC-HW-230a.1 Product Safety

® 305-1,2,7 Carbon Emissions
® 2-27 Legal compliance

306 Sewage and Waste 2-27
Legal Compliance

404 Education and Training

® 403 Occupational safety and

health
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1.5.2 Risk management of material issues

In accordance with the Taiwan Stock Exchange's corporate governance evaluation requirements, TWSE/
TPEX listed companies shall conduct risk assessments on environmental, social, and corporate governance
issues related to the Company's operations based on the principle of materiality and establish relevant risk
management policies or strategies. The following table provides a detailed analysis and explanation of the
severity and likelihood of risks associated with the 10 material issues identified in 2023, along with the risk
considerations, risk assessments, and management measures:

Risk consideration
* Strategy
® Operations
@ Hazards

Risk assessment
and management

measures
by) Almost
2 certain
e
o Very likely
@
3 Possible
(V]
3
s Unlikely
QO
=3
& Very unlikely
Severe
disaster
Y Critical
(7]
=
7] )
@ Medium
g
< Minor
Very slight

Operating performance

Earnings from
operating
performance

*x ®

This year's
operational
performance has

resulted in a surplus.

Loss from operating
performance

* ®

In the first half of
2023, there was
pressure due to
increased inventory
awaiting clearance,
which may lead to
potential losses.

With weak consumer
demand, customers
are delaying or
partially canceling
orders. The

sales department

is planning to
actively pursue

new customer
development.

Please refer to this report:
3.2 Operating Performance

Product quality

Product quality yield is
low and does not meet
customer requirements.

(X 2

Products with a yield rate
that do not meet customer
requirements will be
returned or claimed for
compensation, resulting
in significant financial
losses and damage to the
Company's reputation.

Through the "ISO 9001
Quality Management
System" certification,
which includes a rigorous
quality control system
and execution forms,
we regularly review the
causes of defects in the
production process and
implement continuous
improvements to ensure
that our products meet
customer requirements.

Please refer to this report:
4.5 Quality Management

Innovative R&D

Innovation and R&D as
the driving force for the
Company's growth

*x ®

Kaori R&D Center focuses
on developing innovative
products for various product
lines and enhancing the
value of existing products.

We have established a
"Patent Review Committee"
and developed the "Patent
Application and Reward
Policy" to enhance product
competitiveness, improve the
quality of patents, optimize
the company's intellectual
property management and
operations, and encourage
employees to focus on
innovation and research and
development.

Please refer to this report:
4.1 Product Innovation

Customer relations management

Customer relations
and services are
excellent, and
satisfaction is high.

Kaori conducts
regular customer
satisfaction surveys
and promptly
addresses customer
complaints.

Poor customer
relations and
complaints of poor
satisfaction

(X 2

If customer
complaints are
handled improperly,
leading to poor
satisfaction, it may
result in a loss of
future orders.

If customer service and satisfaction are poor,
it could lead to reduced future orders, or
in more severe cases, order cancellations,

which would negatively impact the Company's

operational performance.

Please refer to this report:
3.3 Customer Relations Management

Customer privacy

Understand customers'
requirements and standards
for the Company and draw
up purchase orders and
contracts to protect customer
privacy.

(X 2

Obtained "ISO/IEC 27001"
Cybersecurity Management
Systems certification and
established "Personal Data
Protection Management
Procedures" for both parties
to follow.

In accordance with
international cybersecurity
management practices,
personal data protection
standards, and legal
regulations, the Company
has established the
"Cybersecurity Management
System" to ensure that
our IT infrastructure and
information systems meet
the requirements for
confidentiality, integrity,
availability, and legality.

Please refer to this report:
3.4 Customer Data
Confidentiality Mechanism

Energy and GHG
management

The Company complies
with environmental laws
and regulations, effectively
reduces oil/electricity
consumption, and
purchases green electricity.

(X 2

Obtained the ISO

14001 Environmental
management systems
certification Effectively
reduced electricity
consumption and invested
in green energy in line
with government policies.
Regularly conducted
compliant wastewater
testing and ensured

legal disposal of waste.
Additionally, the Company
passed the third-party
certification for the "ISO
14064-1 Greenhouse Gas
Inventory"

If any violations occur, the
company may be subjected
to official penalties, with a
deadline for improvement
and fines imposed by

the government. In more
severe cases, such
violations could lead to
workplace accidents, such
as employee injuries, which
would negatively impact the
Company's reputation.

The commercialization of
the solar power system in
the Kaohsiung Plant was
completed in September
2022, and the feasibility
assessment for the Zhongli
Plant was completed in
2023.

Please refer to this report:
6.4 Environmental and
Energy Management
6.4.2 Greenhouse Gas
Management

Risk management

The Company
adheres to financial,
environmental, labor,
and occupational
safety regulations, with
no violations reported.

(X 2

The Company has
formulated the "Risk
Management Policy" to
respond to the risks of
corporate operations
and reduce the impact
of risks after they
occur.

If operational risks
arise, the impact and
potential losses to

the Company will be
assessed based on
the severity of the
event, and a tiered
management approach
will be implemented.

Please refer to this
report: 2.7 Risk
Management

Sustainability Management Implementation

Sustainable Products

The Company develops
green and sustainable
products in response to
customer demands.

(X 2

Customers' demand for
sustainable, green products
is increasing and becoming
more important, which

is also a key factor for

the Company's product
transformation. Passed

the "ISO 14067 Carbon
Footprint Inspection",
committed to transforming
into low-carbon products

An R&D center has
been set up to innovate
and develop green and
sustainable products.

Please refer to this report:
4.2 Strategic Goals for New
Products and Technologies

Occupational health
and safety

The Company complies
with the "Occupational
Safety and Health Work
Principles," implements
hazard identification and
risk assessment, and
establishes a healthy and
safe work environment.

(X 2

The Company has
established the
"Occupational Safety and
Health Work Principles”
along with its organizational
structure and personnel
allocation, which has
been submitted for official
approval. Additionally, we
have obtained ISO 45001
Occupational Health

and Safety Management
System certification.

In the event of a safety
and health incident,
minor cases may result
in employee injuries and
loss of work hours, while
severe cases could lead
to fatalities and serious
workplace accidents. Such
incidents could result

in official penalties with
deadlines for corrective
action, significantly
impacting the Company's
reputation.

Please refer to this report:
7.6 Workplace Safety and
Health

Talent development
and cultivation

Talent is the foundation
of the Company's growth
and strength, and we
continuously nurture
and develop employees'
professional and
management skills.

(X 4

Established a training and
development system and
a performance evaluation
mechanism to nurture
and develop employees'
personal capabilities and
career competencies.

The Company has
established the "Education
and Training Management
Procedures" and "Annual
Performance Evaluation
Implementation
Regulations" for managers
at all levels to follow.

Please refer to this report:
7.3 Talent Cultivation and
Development
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1.6 Fulfill the United Nations Sustainable Development Goals

To fulfill the UN Sustainable Development Goals, Kaori continues to focus on focus on 6 sustainability goals:
SDG 3 (Good health and well-being), SDG 4 (Quality education), SDG 5 (Gender equality), SDG 7 (Affordable
and clean energy), and SDG 12 (Responsible consumption and production), SDG 13 (Climate action).

The company has set 2023 goals and management measures from economic, environmental, and social
perspectives, and is implementing specific actions to create a sustainable impact.

Economic aspect

Corresponding SDGs: 12 Responsible consumption and production, 13 Climate action

Corresponding
SDGs

Company Goals Management Measures Corresponding ESG chapters
Disclose relevant information in
cooperation with the government
in promoting corporate

governance blueprint.

The Company discloses non-financial
information with reference to the
international reporting standards and
obtains third-party verification assurance.

® Report Overview and Scope

Develop policies and solutions to address
physical risks such as floods, typhoons, 1
power outages, and rising temperatures,

Respond to climate change and
energy supply risks, actively
identify the risks brought about by

® 6. Sustainable Environment/TCFD
6.4 Environmental and Energy

CLIMATE
ACTION L]

climate change, and continue to and actively implement relevant response @ R gﬂznza%?em:nnt:ouse Gas
control the impact and damage of measures to ensure the rapid recovery of Maﬁagement

extreme weather on operations. operations after disasters.

Environmental aspect

Corresponding SDGs: 07 Affordable and green energy, 13 Climate action

Corresponding

SDGs Corresponding ESG chapters

Company Goals Management Measures

The Kaohsiung Plant has built a solar
photovoltaic system of 744.51kW. The
feasibility assessment for the Zhongli Plant
has been completed, and the construction
is expected to start in the second half of

2024.

Completed the inventory and inspection

of the parent group for two consecutive 13 e
years in accordance with the ISO 14064-1

standard.

Subsidiaries are expected to complete the
work by 2024 o

Social aspect °

Corresponding SDGs: 03 Health and safety, 04 Quality education, 05 Gender equality °

Increase the proportion of
renewable energy in the energy
structure of the plants

® 6.4.1 Environmental Management
and Energy Conservation

® 6.4.2 Greenhouse Gas
Management

Greenhouse Gas Inventory and
Verification

O

L]
Corresponding

SDGs Corresponding ESG chapters

Company Goals Management Measures
New employees should undergo pre-
employment training according to
general regulations of the Company,
such as personnel policies, safety and

health regulations, and other important 4 Biton
management guidelines. Upon entering the
work environment, they receive on-the-job
training from their supervisors. Employees
must demonstrate error-free performance
before they can work independently,
ensuring both product and work quality.

In accordance with the "ISO 45001
Occupational heath and safety
management system" and related
occupational safety laws and regulations, AND WELLBEING
we have formulated the occupational A N
safety and health work principles, identified v
hazardous operations, established self-

inspection and safe operation standards to

prevent various potential hazard incidents. °

® 7.3 Talent Cultivation and
Development

Enhance the knowledge and skills
of new and existing employees

Promote self-inspection and
management measures for
occupational safety and health
to prevent in-plant disasters and
reduce risks.

GOOD HEALTH

® 7.6 Workplace Safety and Health

Actions

ality governance.
Risk management

Sustainability Management Implementation

Koari's SDG/ESG Sustainability Reporting Direction and Actions

® The five major directions of ESG are shown in the figure below

Operating profit.
Customer relation

Energy conservation &
carbon reduction.
Environmental protection

=
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Operating
performance

Sustainable
Environment

Green procurement.
Sustainability partner

Management
Philosophy

Innovation. Quality.
Responsibility. Honor.

Corporate
governance

Supply chain

Community welfare. Care for HIEJIBE Diversity and inclusion.
the underprivileged. - n :| Health and safety
Co-prosperity in Friendly Workplace

Society

® The Company implements ESG initiatives in practice.

Kaori's Social Actions

Friendly and inclusive workplace N

Talent cultivation and development
Healthy and safe environment

Competitive remuneration and

benefits

Community charity/care for the

disadvantaged

Kaori's Governance

Actions

e Sustained growth and
profitability

e Customer service and
satisfaction

* Responsible green
procurement

¢ Implementation of the
sustainable supply chain
management system

* Quality corporate
governance and business
integrity

SOCIAL

Kaori's Environmental

Establishment of a

sustainable green

The Company has formulated the
"Employee Code of Conduct" and

environment

Prohibit gender discrimination submitted it to the department of labor CauAuy ® 7.5 Human rights protection and * Energy Conservation, carbon ° Support for renewable energy and circular
in recruitment, employment, . . . . reduction, and energy utilization
remuneration. promotion. trainin of the county and city governments for diverse and inclusive labor- management ) ) ) )

P ’ 9: approval. This code clearly outlines management relations e Pollution prevention/compliance with

and others. policies and procedures prohibiting gender

discrimination.

* Renewable energy and effective
energy conservation

environmental laws and regulations
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Corporate Governance and Risk Management

The short-, medium- and long-term indicators for corporate governance and sustainability management are

Corporate Governance
and Risk Management

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

o

1

RESPONSIBLE
CONSUMPTION
AND PRODUCTION

O

1

PEACE, JUSTICE
AND STRONG
INSTITUTIONS

w2
.z—

as follows:

Timeline

Corporate
governance

Compliance

Short-term metrics (2023 -
2024)

The Company's corporate
governance evaluation ranking
is in the 36th to 50th percentile

among all listed companies.

0 violation of the Company Act
or tax regulations

Medium-term metrics (2025 -
2028)

The Company's corporate
governance evaluation ranking
is in the 21th to 35th percentile

among all listed companies.

0 violation of the Company Act
or tax regulations

Long-term metrics (after 2029)

The Company's corporate

governance evaluation ranking

is in the 6th to 20th percentile
among all listed companies.

0 violation of the Company Act or

tax regulations

Material issue objective and performance: Corporate governance and business integrity

Kaori is committed to corporate governance and sustainable management, adhering to the principles of
business integrity and transparency in information disclosure. The company follows regulations, enhances
operational performance, strengthens internal controls and personnel management mechanisms, and
maintains ISO management system certifications. This is all part of fostering a high-quality corporate culture
that embodies the Company's business philosophy and ethical standards. The goals and performance
related to key issues are outlined as follows:

Corporate
governance

Compliance

2024 Goals

The Company's corporate
governance evaluation ranking
is in the 36th to 50th percentile

among all listed companies.

0 violation of the Company Act
or tax regulations

2.1 Company Profile

2.1.1 Company Profile

2023 Goals

The Company's corporate
governance evaluation ranking
is in the 36th to 50th percentile

among all listed companies.

0 violation of the Company Act
or tax regulations

2023 Performance Achievement
Level

Significantly increased by two
levels — Achieved

0 cases — Achieved

Kaori Heat Treatment Co., Ltd. (TWSE code: 8996) was founded in 1970 with the mission to promote

green energy. It is the only business in Taiwan that is concurrently involved in the “use”, “conservation”,
and “generation of energy”. Today, Kaori has successfully established its expertise in energy conservation
and environmental protection. Over the years, Kaori has been aligning its technology and quality with
international markets. In addition to gaining experience through partnerships with global industry leaders,
Kaori's equipment is on par with that of advanced countries like the United States, Germany, and Japan.
To meet the stringent regulatory standards of major international companies, the Company continues to

innovate and transform. To date, Kaori's products have been sold in over 70 countries, with a rapidly growing
global customer base, making it the preferred partner for international green energy development companies.
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All of the Group's core business activities revolve around energy conservation and green energy, with the
main products including plate heat exchangers and critical components for stationary Solid Oxide Fuel Cell
(SOFCs). Kaori also offers next-generation green low-carbon solutions through two major technologies:
water cooling and immersion liquid cooling and hydrogen power. These efforts support industrial upgrading
and align with global trends towards net-zero emissions, environmental friendliness, and sustainable

development. The basic information about the Company is as follows:

Headquater

Kaori Heat Treatment Co., Ltd.

NT$890 million

October 11, 1970

641 (in Taiwan as of December 31,
2023)

Brazed plate heat exchangers,
gasket plate heat exchangers,

key components for solid oxide
fuel cells (SOFCs), water cooling
and immersion server cooling
technology, and hydrogen power
technology (methanol-based
hydrogen/heat generation, power
generation, purification of industrial
waste hydrogen)

=0

Chih-Hsiung Wu

Hsien-Fu Han

Hsin-Wu Wang

No. 5-2, Jilin North Road, Zhongli
District, Taoyuan City

Zhongli Plant 1, Zhongli Plant 2,
operating headquarters and Zhongli
Plant 3, Zhongli Zigiang Plant,
Kaohsiung Benzhou Plant, Zhejiang
Ningbo Plant

1970
1994
2008
2018
2021

2022

2023

Compensation Committee —

Special Assistant's Office —  —

Corporate Governance and Risk Management

The Company was founded on October 11.

Independently developed brazed plate heat exchangers

Critical heat exchange system for fuel cells, hydrogen fuel cell power generation system
Established a Thermal Department and introduced immersion server cooling system

Integrated energy solutions into sustainability

Kaori hosted the "Immersion Cooling Technology Forum," during which it invited guest speakers from the industry,
government agencies, and academia to deliver speeches on how low-emission, low-energy, and low-water
technologies can be used to help businesses accomplish becoming "carbon neutral."

Expansion of the Kaohsiung Plant was completed, adding 7,841m? of factory premises for a total of 17,269m’

Passed third-party certification for the "ISO 14064-1 Greenhouse Gas Inventory"

The 744.51 kW commercial rooftop photovoltaic system installed at the Kaohsiung Plant began production

The first sustainable supplier exchange meeting was held to introduce a sustainable supply chain management system.
Acquired an invention patent certificate in Taiwan for a "Device and method of disposing and reusing organic waste
fluids"

Plate heat exchangers passed Water Regulations Advisory Scheme (WRAS) certification in the UK

The world's first plate heat exchanger manufacturer to receive a dual certification of ISO 14064-1 for greenhouse gas
inventory and ISO 14067 for carbon footprint from a third party.

Founder and Honorary Chairman Han Hsien-Shou was awarded an honorary doctorate from National Changhua
University of Education

With a focus on energy-saving digitalization in the manufacturing process, the Kaohsiung Plant and Plant 1 have
already implemented semi-automated production equipment, achieving energy savings and improving production
management efficiency.

Obtained the ISO 45001 Occupational Health and Safety Management System certification

Promote CPR+AED training for all employees to improve emergency care skills

Obtained third-party validation for the ISO 27001 cybersecurity management standard

Implemented the ISO 14064-1 Greenhouse Gas Inventory for two consecutive years and passed the third-party
validation

Audit Committee — } Audit Office

Public Relations

Corporate governance projects | — Legal Affairs
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Special Assistant's
Office

Corporate governance
projects

Legal Affairs

Public Relations

Audit Office

Information Technology
Department

Administrative
Management Division

Finance, Accounting,
and Investment
Division

Quality Assurance
Center

Research and
Development Center

Procurement Center

Fuel Cell Business

Heat Exchanger
Business

New Business
Development -
Hydrogen Power

New Business
Development - Thermal
Energy

Oversees the establishment, execution, communication, and coordination of the overall goals of the
Company
Research, establishment, execution, and tracking of projects and plans

Provides directors and supervisors with correct, useful, and timely information; assists directors and
supervisors with duties and supervisory functions; and bridges communication between the Board of
directors, business units, and the competent authority

Legal affairs, litigation, and patent management

Communicates information relating to the organization; responsible for relationship management and the
consultation, planning, implementation, and execution of matters relating to the corporate image
Executes corporate sustainability projects and discloses annual sustainability performance to
stakeholders

Establishes and revises the internal audit system
Examines and evaluates the internal control system; raises suggestions and tracks improvements as
necessary

Plans, maintains, controls, and implements the computerized processes within the Company and
subsidiaries

Responsible for personnel and industrial safety management
Assists business departments with equipment maintenance
Assists business departments with engineering works

Responsible for financial, accounting, and tax-related affairs within the Company and subsidiaries
Responsible for budgeting, shareholder services, financial planning, and investment planning within the
Company and subsidiaries

Executes internal and external audits on the quality assurance system and document management
Plans and executes certification tasks

Researches and develops new products and new technologies
Validates feasibility and plans commercialization of R&D results

Responsible for supplier/contractor management and ensuring balance between quality and occupational
safety

Responsible for the production and processing of fuel cell components
Responsible for the production, sale, stamping, research, and development of brazed and gasket plate
heat exchangers

Responsible for the design, development, production, and sale of methanol fuel cell systems, methanol-
based hydrogen/heat generation, and industrial waste hydrogen purification solutions

Responsible for the research, development, manufacturing, and sale of server liquid cooling systems

Comply with the Company Act and relevant business regulations to ensure the proper functioning of the
Board of Directors and maintain profitable operations without losses, thereby safeguarding shareholders' rights.

The key to successful business management lies in a governance system that is supported by the
management, employees, and shareholders.

Utilize due diligence and early warning communication methods to implement the Company's

established codes, ensuring the protection of stakeholders' interests.

Establish the "Corporate Governance Best Practice Principles" system to ensure the structure, agenda, and
obligations of the Board of Directors.

Comply with the laws, regulations to ensure the proper composition of the Board of Directors.

In accordance with the "Business Integrity Code of Conduct," a responsible and transparent corporate
governance structure is established, and managers operate with integrity.

In order to seek professionalism in business decision-making, the Board of Directors is composed of people
with diverse educational backgrounds.

Adhering to the business philosophy of innovation, quality, responsibility, and honor, we are committed to the
sustainable governance of innovation quality.

Update material information on the Market Observation Post System at any time to protect the rights and
interests of stakeholders.

Corporate Governance and Risk Management

Based on the business philosophy of innovation, quality, responsibility, and honor, Kaori is committed to
achieving sustainable and steady operations. We also emphasize product innovation, quality management,
and employee responsibilities and honors, cultivating a tacit understanding of cooperation and innovative
capabilities and thereby building energy efficiency. The outstanding team that exerts the greatest
effectiveness for the enterprise continues to inject new competitive niches and become the benchmark in the
industry. In addition, we are committed to providing customers with innovative products and high-quality and
efficient services. We strive for excellence and an honorable corporate culture to become Taiwan's leading
heat treatment company with high growth and high performance.

Kaori has always prided itself on having adopted an accountable and transparent corporate governance
framework. The Company holds the conviction that a strong Board of directors provides the foundation for
sustainable growth. To enforce these values, the Company has implemented the Corporate Governance
Code of Conduct and the Business Integrity Code of Conduct throughout the organization. Through the
implementation of governance principles and policies, the Company hopes to develop a culture of integrity,
enforce accountability in corporate governance, and empower the Board of directors to the best interest of all
stakeholders.

The 2023 Annual General Meeting is as follows:
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Kaori has established its Board of directors system using standards that are more stringent than what the
laws require. The Board of directors serves as the ultimate governance body of the Company; its main
responsibilities are to supervise and strengthen the management, devise operating plans, establish key
policies, and make decisions on major investments.

Carried out according to the Company's “Directors Election Policy”. Director election is held during
shareholders' meetings.

All shareholders of adequate capacity within the Company are eligible to be elected as the Company's
directors.

Election of the Company's directors shall proceed using the candidate nomination system, where
shareholders will elect from a list of director candidates using the cumulative voting system. The
shareholder account number printed on the ballot shall be used as the identifier for registered votes. Each
share is vested with voting rights equal to the number of directors to be elected. These voting rights may
be concentrated on a single candidate or spread across multiple candidates.

Candidates who receive the highest number of votes are assigned the role of director, until the number of
director seats mentioned in the Articles of Incorporation are fully filled. If two or more candidates receive
the same number of votes, thereby resulting in more electees than the number of seats available, the
candidates who receive an equal number of votes shall draw for the remaining seats available. The Chair
will draw on behalf of those who are absent during the meeting.

The Chairman is elected by the Board of Directors. The Board has functional committees such as the
Remuneration Committee and the Audit Committee assembled under it to support its duties. Internally,
the general manager devises business plans and coordinates departments for execution depending on
current market circumstances and the competitive landscape. The roles of Chairperson and general
manager are not undertaken by the same person.

The Board has 9 directors (including 3 independent directors) who are elected to serve a 3-year term. The
Board convenes meetings at least once a quarter. In the 20th term of 2023, the Board held five meetings,
with an attendance rate of 97.78%. In the 21st term of 2023, the Board also held five meetings, achieving
a 100% attendance rate. Kaori has rules in place to ensure that independent directors are selected from
diverse professional backgrounds and that they individually possess the adequate knowledge, insight, and
commercial judgment needed to carry out their duties independently. Three of the nine Board members are
independent directors: Hsiang-Wen Hung (Consultant of Li Mei Jia Investment Co., Ltd.), En-Kuang Mao
(Secretary General of Taiwan Wind Turbine Industry Association), and Chih-Yao Tang (Vice President, HR

Department of Lion Travel Service Co. Ltd.). Independent directors currently represent one-third of the Board.

1. The Company's business plan.

2. Annual and semi-annual financial reports. Except for semi-annual financial reports that are not audited
and attested by a CPA according to law.

3. Establishment or amendment of the internal control system in accordance with Article 14-1 of the
Securities and Exchange Act, and evaluation of the effectiveness of the internal control system.

4. Establishment or amendment of the procedures for the acquisition or disposal of assets, engaging in
derivative transactions, lending funds to others, making endorsements or providing guarantees for others,
and handling procedures of major financial or business activities according to Article 36-1 of the Securities
and Exchange Act.

5. The offering, issuance, or private placement of marketable securities that are of an equity nature.
Election or dismissal of the chairperson if the Board of Directors does not have a managing director.
7. Appointment or dismissal of a financial, accounting, or internal auditing officer.

o
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8. Donations to a related party or material donations to a non-related party. However, public welfare
donations for emergency relief due to major natural disasters may be ratified at the next board meeting.

9. Matters requiring resolution at a shareholders' meeting or board of directors meeting under Article 14-3
of the Securities and Exchange Act or other laws, regulations, or the Articles of Incorporation, or material
matters as specified by the competent authorities.

In line with the Corporate Governance 3.0 - Sustainable Development Blueprint, the Company expects to
establish a functional committee, the Corporate Sustainability Committee, in the first half of 2024 to promote
the vision and strategy of sustainable management (including the implementation status, such as verification
of the timeline).

Ph.D. in Materials Science and Engineering,

Chih-Hsiung Chairperson of the

Chairman Wu Male Compan University of lllinois at Urbana-Champaign
pany Senior Vice President of Motech Industries Inc.
Vice _ Vice Chairperson of the De_partrr_1ent of Mechanical Engineering, Tatung
Chairman Hsien-Fu Han Male Compan University
pany General Manager of Kaori since June 2000
Graduate Institute of Financial Management,
. General manager of the National Central University
Hsin-Wu Wang Male Company Vice President of the Company since January
2006
Institute of Technology Management, National
Hung-Hsing Male Chief Strategy Officer of  Tsing Hua University
Huang the Company Investment Manager of IBF Financial Holdings
Co., Ltd.
Director gzu:(;z;%a\gyé J.D., Tulane University
P . Vice President of the Master of Advanced Business Administration,
of Aladdin Male . o
Investment Co Company Université de Lausanne
Ltd v Investment Partner of MiiCs & Partners Inc.
;eurlg's-gc;aﬁl\j’e MSc Financial Economics, University of York
P . Executive Director of In Bachelor of Business Administration, National
of Aladdin Male S .
House Industry Co., Ltd. ~ Chengchi University
Investment Co., . .
Ltd Technology Director of Linkupper Co., Ltd.
Department of Business Administration, National
Hsiang-Wen Male Consultant of Li Mei Jia Taiwan University
Hung Investment Co., Ltd. Trust Fund Manager of Kwanghua Securities
Investment & Trust Co., LTD.
Deputy Secretary-General, Taiwan Electrical and
Independent Secretary General of Electronic Manufacturers' Association
DiFr)ector En-Kuang Mao Male Taiwan Wind Turbine 1987: Passed the second-class examination
Industry Association for the general administrative staff of the retired
military personnel transferred to the civil service.
Lion Travel Service Co. Master of Business Administration, College of
. Ltd. Management, National Taiwan University
Chih-Yao Tang Male Vice President of Director of the Human Resources Division,
Human Resources Taiwan Star Telecom Corporation Limited
Female 0 0 0 0
Gender
Male 0 4 5 9
Subtotal 0 4 5 9
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Board of Directors Meetings and Attendance Date of meeting Resolution

The Board of Directors held 5 meetings in 2022 and 10 meetings in 2023. The attendance of the directors is © Approved the motion to apply for credit limits and engage financial institutions for credit-related matters out of
as follows: operational requirements.
© Approved the 2022 business report and financial statements.
© Approved the 2022 earnings appropriation.
2022 2023 © Approved cash dividends for the 2022 earnings appropriation.
* Approved the employee and director remuneration for 2022.
Designation Name (Note) No. of In- No. of Actual No. of In- No. of Actual © Approved the issuance of the 2022 "Declaration of the Internal Control System."
Person proxy attendance Person proxy attendance © Approved the independence and the evaluation of the independence and suitability of the Company's CPAs.
Attendances attendance rate (%) Attendances attendance rate (%) 2023.03.22 © Approved the provision of non-assurance services to the Company and subsidiaries by CPAs and their firms
Chairman Chih-Hsiung Wu 5 0 100% 10 0 100% and affiliated companies.” = o o 39
- © Approved the greenhouse gas inventory and validation timelines for the subsidiaries. 2 § 3
Vfce Hsien-Fu Han 5 0 100% 9 0 90% © Approved the amendments to the Company's "Board of Directors' Meeting Rules." 8¢ g
Chairman ° Approved the amendments to the Company's "Regulations for Distribution of Year-end Bonuses." 234
Director Hsin-Wu Wang 5 0 100% 10 0 100% © Approved the re-election of the Company's directors. 2 g %
. . © Approved the list of candidates for directors (including independent directors) nomination by the Board of .
Director Hung-Hsing Huang 5 0 100% 9 0 90% Directors for 2023
. Chun-Ying Wu, Representative of o * Approved the lifting of restrictions on the non-competition of new directors.
Director Aladdin Investment Co., Ltd. NA NA NA 5 0 100% © Approved the details concerning the 2023 annual general meeting.
. Hung-Tao Ku, Representative of o © Approved to review and process the list of candidates for directors (including independent directors) nomination
Director Aladdin Investment Co., Ltd. NA NA NA 5 0 100% 2023.04.21 by the Board of Directors for 2023.
Director Hsien-Shou Han 5 0 100% 5 0 100% 2023.05.02 * Approved the re-nomination of the list of independent director candidates for 2023 by the Board of Directors.
Director Chun-Liang Chen 5 0 100% 5 0 100% 2023.05.05 © Approved the 2023 Q1 financial statements.
T © Approved the employee and director remuneration for 2022.
Independent Hsiang-Wen Hun 5 0 100% 10 0 100%
Director 9 9 0 ° 2023.06.13 © Approved the motion for the directors to elect a new Chairman from among themselves.
o © Approved the motion for the directors to elect a new Vice Chairman from among themselves.
Independent En-Kuang Mao NA NA NA 5 0 100%
Director 9 ¢ © Approved the motion to apply for credit limits and engage financial institutions for credit-related matters out of
Independent . \ operational reqmrement's. o _ _
Director Chih-Yao Tang NA NA NA 5 0 100% © Approved the Company's cash capital increase or the fourth domestic unsecured conversion of corporate
bonds.
Independent Fan-Hsiung Chen 5 0 100% 5 0 100% 2023.06.26 * Approved the proposal to establish a branch in Qiaotou Industrial Park.
Director © Approved the dismissal and appointment of the Company's general manager.
Independent ) © Approved the appointment of members of the Company's 5th Remuneration Committee.
Director Chun-Ying Wu 5 0 100% 5 0 100% * Approved the motion to change the Company's finance and accounting managers.
. - . 100% 97 78% © Approved the appointment of Hsien-Shou Han as the honorary chairman and general consultant.
verage attendance rate o .
/ : © Approved the motion to apply for credit limits and engage financial institutions for credit-related matters out of
Note: 1. Chih-Hsiung Wu, Han Xian-Fu, Hsin-Wu Wang, and Hung-Hsing Huang, and Chun-Ying Wu, the representative of Aladdin operational requirements.
Investment Co., Ltd., were re-elected to serve as directors at the annual general meeting held on June 13, 2023. © Approved the motion to change the Company's accounting managers.
2. Hung-Tao Ku, the representative of Aladdin Investment Co., Ltd., was elected as a new director during the re-election at the 2023.08.09 © Approved the 2023 Q2 financial statements.
annual general meeting on June 13, 2023. © Approved the appointment of the Company's new Vice President of the Finance, Accounting, and Investment
3. Hsien-Shou Han and Chun-Liang Chen were dismissed as directors during the re-election at the annual general meeting held Division
on June 13, 2023. © Approved the amendments to the Company's "Shareholders’ Meeting Rules."
4. T:r:in%vvzeonzgung was re-elected as an independent director during the re-election at the annual general meeting held on 2023.10.04 © Approved the motion to adjust the Company's fourth domestic unsecured conversion of corporate bonds.
5. En-Kuang Mao and Chih-Yao Tang were elected as independent directors during the re-election at the annual general * Approved tlhe motion to apply for credit limits and engage financial institutions for credit-related matters out of
meeting held on June 13, 2023. operationa reqwremepts. )
6. Fan-Hsiung Chen was dismissed as an independent director during the re-election at the annual general meeting held on Passed the 2023 Q3 financial statements.
June 13, 2023. Passed the 2024 audit plan.
2023.11.07 Passed the amendments to the Company's "Articles of Incorporation."

Passed the amendments to the Company's "Material Insider Information Handling Procedures."

Passed the amendments to the Company's "Organizational Management."

Passed the current salary and remuneration of the Company's Chairman, Vice Chairman, managers, and
general consultants.

Execution of Board of Directors Meetings

The Board of directors convenes meetings on a regular and irregular basis. The general manager is
responsible for issues concerning economic performance and management, and briefs the Chairperson or
the Board of directors either regularly or irregularly depending on the materiality of the issue in question. The
purpose of the meeting is to review business performance and discuss material strategic issues and major
concerns, including economic, environmental, and social impacts and risks and opportunities associated with
business activities. A responsible unit will be designated for each of the issues discussed during meeting and
tasked with the responsibility of making follow-up reports in the next meeting.

© Major Resolutions of the Board of Directors in 2023

Date of meeting Resolution

© Approved the motion to apply for credit limits and engage financial institutions for credit-related matters out of
operational requirements.

Approved the company-wide year-end and performance bonuses for 2022.

Approved the managers' year-end and performance bonuses for 2022.

Approved the Company's 2023 budget.

Approved the action plan for Taiwan businessmen to invest in Taiwan.

Approved the amendments to the Company's "Corporate Governance Code of Conduct."

Approved the amendments to the Company's "Sustainable Development Best Practice Principles."

2023.01.17
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In addition to the board members with relevant industry backgrounds and practical experience in business
management, all the Company's directors participated in the continuing education in accordance with the
"Directions for the Implementation of Continuing Education for Directors and Supervisors of TWSE Listed
and TPEXx Listed Companies" in 2023, and the hours of training are as follows:

Insider trading prevention, legal liability and case
analysis 3hr

Crisis Demystified - How to Build a Strong Business
in the Black Swan Era 3hr

Insider trading prevention, legal liability and case
analysis 3hr

Crisis Demystified - How to Build a Strong Business
in the Black Swan Era 3hr

Insider trading prevention, legal liability and case
analysis 3hr

Crisis Demystified - How to Build a Strong Business
in the Black Swan Era 3hr

Insider trading prevention, legal liability and case

Mindset and strategies in periods of inflation 3hr
Chairman Chih-Hsiung Wu  Implementation of corporate governance and controlled
foreign corporation system 3hr

Mindset and strategies in periods of inflation 3hr
Hsien-Fu Han  Implementation of corporate governance and controlled
foreign corporation system 3hr

Vice
Chairman

Mindset and strategies in periods of inflation 3hr
Director Hsin-Wu Wang  Implementation of corporate governance and controlled
foreign corporation system 3hr

Mindset and strategies in periods of inflation 3hr

Director Hung-Hsing Implementation of corporate governance and controlled analysis 3hr
Huang foreign corporation system 3hr Crisis Demystified - How to Build a Strong Business
in the Black Swan Era 3hr
Chun-Ying Wu,
. Representgtlve Crisis Demystified - How to Build a Strong Business
Director of Aladdin NA )
in the Black Swan Era 3hr
Investment Co.,
Ltd.
2030/2050 Green Industrial Revolution 3hr
Hung-Tao Ku, How the Board of Directors Uses OKR to Improve
Representative Corporate Governance Efficacy 3hr
Director of Aladdin NA Analysis of common violations of the Securities and
Investment Co., Exchange Act 3hr
Ltd. Crisis Demystified - How to Build a Strong Business

in the Black Swan Era 3hr

Mindset and strategies in periods of inflation 3hr
Director Hsien-Shou Han Implementation of corporate governance and controlled
foreign corporation system 3hr

Mindset and strategies in periods of inflation 3hr
Director Chun-Liang Chen Business Integrity Code of Conduct and Avoidance of
Violation by Directors/Supervisors 3hr

Insider trading prevention, legal liability and case
analysis 3hr

Insider trading prevention, legal liability and case
analysis 3hr

Mindset and strategies in periods of inflation 3hr Insider trading prevention, legal liability and case

Independent Hsiang-Wen Hung Implementation of corporate governance and controlled analysis 3hr
Director g 9 forre)i n corporation s gtem Sr?r Crisis Demystified - How to Build a Strong Business
9 P 4 in the Black Swan Era 3hr
Independent 2023 Insider Trading Prevention Seminar 3hr
P En-Kuang Mao NA Crisis Demystified - How to Build a Strong Business
Director )
in the Black Swan Era 3hr
14th Taipei Corporate Governance Forum 3hr
Independent Carbon Rights Trading Mechanism and Business
Difector Chih-Yao Tang NA Management Application 3hr
Crisis Demystified - How to Build a Strong Business
in the Black Swan Era 3hr
Mindset and strategies in periods of inflation 3hr ) ) ) S
Inde_pendent Chun-Ying Wu  Implementation of corporate governance and controlled InS|der‘ trading prevention, legal liability and case
Director . . analysis 3hr
foreign corporation system 3hr
Independent . Mindset and_strateg|es in periods of inflation 3hr Insider trading prevention, legal liability and case
. Fan-Hsiung Chen Implementation of corporate governance and controlled .
Director analysis 3hr

foreign corporation system 3hr

Note: 1. Chih-Hsiung Wu, Han Xian-Fu, Hsin-Wu Wang, and Hung-Hsing Huang, and Chun-Ying Wu, the representative of Aladdin

Investment Co., Ltd., were re-elected to serve as directors at the annual general meeting held on June 13, 2023.

2. Hung-Tao Ku, the representative of Aladdin Investment Co., Ltd., was elected as a new director during the re-election at the
annual general meeting on June 13, 2023.

3. Hsien-Shou Han and Chun-Liang Chen were dismissed as directors during the re-election at the annual general meeting held
on June 13, 2023.

4. Hsiang-Wen Hung was re-elected as an independent director during the re-election at the annual general meeting held on
June 13, 2023.

5. En-Kuang Mao and Chih-Yao Tang were elected as independent directors during the re-election at the annual general
meeting held on June 13, 2023.

6. Fan-Hsiung Chen was dismissed as an independent director during the re-election at the annual general meeting held on
June 13, 2023.

Corporate Governance and Risk Management

The Company has established a “Board Performance Evaluation Policy” and discloses assessment outcomes
in its annual report. Evaluation of the Board of Directors is conducted regularly, at least once a year, through
internal self-assessment. Directors are asked to assess several aspects, such as the functionality and
culture of the Board and functional committees, management of internal/external relationships, and individual
performance. The Board meeting organizer then consolidates the outcomes and reports them in a Board

of Directors' meeting along with proposed improvements. The overall performance evaluation of the Board

of Directors and functional committees in 2023 was rated as "Excellent" with 5-4 points, which is sufficient

to demonstrate that the Company continues to strengthen the functions of the Board of Directors and the
functional committees are operating well. In the future, we will continue to improve and protect the rights and
interests of shareholders to improve the effectiveness of corporate governance.

The board members have backgrounds in professional fields such as business management and financial
accounting and possess the knowledge, skills, and attainments required to perform their duties, including
operational judgment, industry experience, leadership decision-making, and operational judgment.

Chih-Hsiung Wu [} [ J [} [ J [ J [ J [ J
Hsien-Fu Han [ J [ J [ J [ J [ J [ J [ J
Hsin-Wu Wang [ J [ J [ J [ J [ J [ J [ J [ J

Hung-Hsing Huang [ J [ J [ J [ J [ J [ J [ J [ J
Chun-Ying Wu,
Representative of Aladdin [ J ([ J [ J [ J [ J [ J [ J [ J
Investment Co., Ltd.
Hung-Tao Ku,
Representative of Aladdin [ J [ J [ J [ J ([ J [ J [ J ([ J
Investment Co., Ltd.
Inde_pendent Director ° ° ° ° ° ° ° °
Hsiang-Wen Hung
Independent Director ° ° ° ° ° ° °
En-Kuang Mao
Independent Director ° ° ° ° ° ° ° °

Chih-Yao Tang

According to the Company's Articles of Incorporation, no more than 5% of the Company's profit shall be
allocated as remuneration to directors, and the proposal to distribute remuneration to directors shall be
submitted to the annual shareholders' meeting. Directors and independent directors who do not hold positions
within the Group shall receive fixed remuneration regardless of the Company's profit or loss. Directors
holding positions within the Group are considered based on their positions in the Company, representatives
serving as directors of subsidiaries, and involvement in the Company's operations. The abovementioned
proposed remunerations are subject to the recommendations of the Remuneration Committee and then
submitted to the Board of Directors for approval.
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The Company has established and disclosed its own Corporate Governance Code of Conduct in accordance
with the “Corporate Governance Best Practice Principles for TWSE/TPEX Listed Companies” and is
committed to enforcing a sound corporate governance philosophy and practices throughout the organization.
During the meeting held in November 2021, the Board of directors passed the resolution to appoint one
corporate governance officer and made short-, medium-, and long-term plans to enforce sound governance
practices. The Company will continue making amendments to relevant policies, enhancing information
transparency, and empowering the Board of directors in ways that support sound corporate governance.
Kaori initiated a corporate governance evaluation improvement program in 2022 that increased the
Company's ranking to the 4th tier (36-50%). The future goal is to further improve by one level, reaching the
next (21%~35%) range by 2025.

The Company has always been transparent about its operations and valued shareholders' interests. We
believe that sound corporate governance is possible only with a strong and efficient Board of directors. This
is why the Board of directors has assembled and delegated part of its authority to functional committees such
as the Audit Committee and the Compensation Committee, whose responsibilities are to assist the Board of
directors with supervisory duties. All committees have had their charters approved by the Board of directors,
and the chief of each committee makes regular reports to the Board regarding activities and resolutions. The
Audit Committee and Remuneration Committee consist entirely of independent directors.

The Audit Committee assists the Board of directors by supervising the quality of internal practices such as
accounting, auditing, financial reporting, and financial controlling. Outcomes of assessments are raised for
discussion by the Board of directors. The Audit Committee consists entirely of independent directors and was
assembled directly under the Board of Directors following the approval of the Audit Committee Charter. One
member serves as the convener, and at least one member possesses accounting or financial expertise. The
Audit Committee convenes meetings at least once a quarter; seven meetings were held in 2023.

Kaori has also established channels to facilitate communication between the Audit Committee and CPAs
and the chief internal auditor. The CPAs make irregular reports to the Board of Directors on various issues,
including the Company's financial position, the financial and operating performance of overseas subsidiaries,
and audit findings concerning internal control. They also communicate with the Company on major
adjustments to accounting entries and how regulatory changes affect accounting practices. The Company's
audited consolidated financial statements and CPAs' independent auditor's report are reviewed by the

Audit Committee. The chief internal auditor makes regular reports to the Board of directors concerning the
execution of internal audits and regular follow-ups on improvement measures.

Matters reviewed by the Audit Committee mainly include:

1. Establishment or amendment of the internal control system in accordance with Article 14-1 of the
Securities and Exchange Act.

2. Evaluation of the effectiveness of the internal control system.

3. Establishment or amendment of the procedures for the acquisition or disposal of assets, engaging in
derivative transactions, lending funds to others, making endorsements or providing guarantees for others,
and handling procedures of major financial or business activities according to Article 36-1 of the Securities
and Exchange Act.

Matters involving the interests of directors.
Significant asset or derivative transaction.
Lending funds, making endorsements, or providing guarantees for material loans.

N o gk

The offering, issuance, or private placement of marketable securities that are of an equity nature.

Corporate Governance and Risk Management

8. Appointment, discharge, or remuneration of CPAs.

9. Appointment or dismissal of a financial, accounting, or internal auditing officer.

10. Annual and semi-annual financial reports.

11. Other matters that are material to the Company or as regulated by the competent authority.

In the past two years, the Audit Committee has convened five meetings in 2022 and seven meetings in
2023. The attendance is as follows:

Convener HS'?_I”ugn';Ne” 5 0 100% 100%

Committee En-Kuang NA NA NA 100%
member Mao

Committee Chih-Yao NA NA NA 100%
member Tang

Committee Fan-Hsiung 5 0 100% 100%
member Chen

Committee Chun-Ying 5 0 100% 100%
member Wu

Note: 1. Hsiang-Wen Hung was re-elected as an independent director during the re-election at the annual general meeting held on June
13, 2023.

2. En-Kuang Mao and Chih-Yao Tang were elected as independent directors during the re-election at the annual general meeting
held on June 13, 2023.

3. Fan-Hsiung Chen was dismissed as an independent director during the re-election at the annual general meeting held on June
13, 2023.

4. Chun-Ying Wu, the representative of Aladdin Investment Co., Ltd., was re-elected as a director during the re-election at the
annual general meeting on June 13, 2023.

Kaori has complied with the requirements of the “Regulations Governing the Appointment and Exercise

of Powers by the Remuneration Committee of a Company Whose Stock is Listed on the Taiwan Stock
Exchange or the Taipei Exchange” by having the Board of directors approve a Compensation Committee
Organizational Charter and assembling a Compensation Committee. More than half of the Compensation
Committee members are independent directors. The committee exercises the duty of care as a prudent
manager to establish and regularly review policies, systems, standards, and procedures concerning directors'
and managers' performance evaluation as well as compensation. The committee has authority over the
assessment of directors' and managers' compensation and raises proposals for discussion by the Board of
directors. The committee held a total of three meetings in 2023; all motions discussed were of general nature
and did not concern major issues.

The Remuneration Committee has the following terms of reference, and submits recommendations to the
Board of Directors for discussion:

I. Regularly review the Charter and propose amendments as needed.

Il.  Establish and regularly review the annual and long-term performance goals and the policies, systems,
standards, and structures of remuneration for the Company's directors and managers.

Ill. Assess the achievement of performance targets of the Company's directors and managers regularly
and set the content and amount of individual compensation.
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In the past two years, the Remuneration Committee has convened three meetings in 2022 and four meetings
in 2023. The attendance is as follows:

Convener WHS'a”Q' 3 0 100% 4 0 100%
en Hung

Committee En-Kuang 0
member Mao NA NA NA 1 0 100%

Committee Chih-Yao NA NA NA 1 0 100%
member Tang ’

Committee  Fan-Hsiung o 0
member Chen 3 0 100% 3 0 100%

Committee Chun-Ying 3 0 100% 3 0 100%

member Wu

Note: 1. Hsiang-Wen Hung was re-elected as an independent director during the re-election at the annual general meeting held on June
13, 2023.

2. En-Kuang Mao and Chih-Yao Tang were elected as independent directors during the re-election at the annual general meeting
held on June 13, 2023.

3. Fan-Hsiung Chen was dismissed as an independent director during the re-election at the annual general meeting held on June
13, 2023.

4. Chun-Ying Wu, the representative of Aladdin Investment Co., Ltd., was re-elected as a director during the re-election at the
annual general meeting on June 13, 2023.

I. Directors' individual compensations are disclosed in Section Three of the annual report: Compensation
paid to directors, supervisors, the general manager, and vice presidents in the last year.

Il. Regarding independent directors' compensation, the Board of Directors is authorized under the Articles of
Incorporation to set a maximum amount of NT$1 million and determine the standards for monthly payment
per person. Payment of directors' remuneration is linked to corporate profit and performance; according
to the Articles of Incorporation, no more than 5% of profit concluded in a year is appropriated for directors'
remuneration.

Ill. A "Performance Bonus Policy" has been established to provide incentives for senior managers to pursue
growth and profit targets while focusing on the Company's long-term competitiveness and continuity.

Kaori maintains an official website (https://www.kaori.com.tw/), where it discloses the company’s basic
information, product offerings, and financial data. The Company also has a spokesperson and an acting
spokesperson responsible for handling and responding to shareholders' rights-related matters. In addition

to holding corporate briefings from time to time or through investment forums held by financial institutions,
where the company's operational status and future outlook are presented and explained, relevant information
is also uploaded to the "Market Observation Post System" for stakeholders' reference. Additionally, we
regularly disclose information about business activities, organizational structure, financial status, and
operational performance in accordance with relevant applicable laws and major industry practices.

Corporate Governance and Risk Management

The Company's tax policies support product and technology innovation and sustainable development and
are committed to controlling tax risks, pursuing sustainable development, and fulfilling corporate social
responsibility. Kaori is committed to:

Maijor operational decisions are made in compliance with relevant laws and regulations, and the impact of
tax risks is assessed accordingly.

Comply with the OECD's Base Erosion and Profit Shifting Action Plan (BEPS), ensuring that the Company
generate profit with economic substance and obtain tax residency status in the respective countries,
complying with local tax regulations.

Do not engage in tax planning or transactions in low-tax jurisdictions for the purpose of tax avoidance.

Disclosure in financial reports is conducted in accordance with relevant laws, and tax information is fully
disclosed as required by applicable regulations.

Establish a relationship of mutual respect and good communication with the tax authority under the tax
jurisdiction based on good faith.

In 2023, the Company complied with tax policies and regulations and did not receive any government
financial subsidies.

Kaori has implemented a business integrity policy with the Board of directors' approval and developed its
own accounting policies and internal control system to enforce business integrity. Internal auditors have
been assigned to audit compliance on a regular basis. Kaori has clearly stated its core values of innovation,
quality, responsibility, and honor in external communications and established business integrity policies

that all directors, senior managers, employees, and the controller must obey when carrying out their duties.
The Company has established the "Business Integrity Code of Conduct," "Business Integrity Procedures

and Behavioral Guidelines," relevant "Ethical Conduct Guidelines," "Investor Relationship Management
Policy," and "Risk Management Policy" in accordance with the "Ethical Corporate Management Best Practice
Principles for TWSE/TPEXx Listed Companies."

1. Incorporating integrity and moral values into the Company's operating strategies and establishing integrity
assurance and fraud prevention measures in accordance with laws.

2. Implementing measures against dishonest conduct, including standard operating procedures and
behavioral guidelines.

3. Planning internal organization and duties and implementing checks and balances for business activities
that present higher risks of dishonest conduct.

4. Coordinating integrity policy awareness and training programs.

The Company has designated the Special Assistant's Office as the unit responsible for the amendment,
execution, interpretation, and consultation of the procedures and behavioral guidelines, as well as the
supervision of regulatory reporting and filing works. The Special Assistant's Office operates under the
supervision of the Audit Office, which is an independent unit created directly under the Board of directors.
The Audit Office conducts regular audits on business integrity and compliance and is responsible for
monitoring internal operations and presenting audit reports to the Board of directors.

The Company convenes "monthly general assemblies" to verbally promote the importance of avoiding
dishonest conduct in all business activities. Employees are also encouraged to undergo internal and
external training on a regular basis. Kaori encountered no financial losses from lawsuits relating to bribery or
corruption in 2023. It received one report on breach of integrity and ethics that resulted in no material impact.
The incident has been handled according to internal policies with preventive measures taken.
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Kaori upholds “innovation, quality, responsibility, and honor” and recognizes integrity as the core of its
corporate culture. By implementing a set of ethical behavior guidelines, the Company enforces values such
as fair trade, avoidance of improper gains, protection of business secrets, human rights, and compliance

in all aspects of business operations. The Company has implemented rigorous preventive and disciplinary
measures to enforce high ethical standards among employees and prevent violations when engaging in
business activities. Misconduct reporting channels have also been set up, and any employee that violates the
behavioral guidelines will be disciplined according to the Work Rules.

In addition to tracking yearly internal control self-assessments conducted by various departments and
making adjustments to policies and laws that affect corporate operations, Kaori also reiterates the importance
of corporate governance and ethics to employees from time to time. Employees who commit violations

of the law, safety rules/regulations, employment contracts, or commercial ethics will be subject to legal
consequences and disciplinary measures. These violations will also be considered in employee performance
evaluations as part of our efforts to build a culture of integrity within the organization.

Kaori upholds integrity in all business activities and prohibits corruption and all forms of fraud. All reports of
suspicious activities or violations against ethical behavior guidelines that involve Kaori's employees or any

personnel related to the Company are handled in secrecy unless otherwise specified by law, for which the

Company will assign relevant departments to investigate in a timely manner.

An Investors Section has been created on the corporate website to disclose the contact number and e-mail
of service personnel for institutional customers and shareholders and to handle investors' suggestions,
queries, and disputes. The Company has open communication channels in place to maintain productive
interaction with investors, suppliers, customers, and stakeholders. Interactions with the above-mentioned
parties are carried out with the utmost integrity and in conformity with the Company's internal control system
and management policy.

Employees are required to report, using the following channels, any violations of laws, policies, or contract

terms or any attempts to exploit the vested authority for improper gains against the Company's interests:
Physical Mailbox Website “Integrity - Grievance mailbox”.

Special Assistant's Office |

No. 5-2, Jilin North Road, Zhongli District,

Taoyuan City 32030

Email
csr@kaori.com.tw

Misconduct reports are handled by the Special Assistant's Office under the supervision of the Audit Office.
Employees who are found to have violated the Company's behavioral or ethical guidelines will be disciplined
and instructed to make improvements within a given period of time. Incidents of high severity may be
referred to judicial institutions. The Company has zero tolerance for criminal behavior and takes legal action
against all violations. Whistleblowers' identities, the information they provide, and subsequent progress are
kept strictly confidential so that whistleblowers may communicate with the management free of concern for
retaliation, threat, and harassment.

Corporate Governance and Risk Management

Misconduct reports that involve general employees are escalated to the heads of departments,
whereas misconduct reports that involve directors or senior managers are escalated to
independent directors.

Upon receiving a report, the responsible unit and the head or staff of the appropriate department
shall proceed to investigate the facts immediately, and they may seek help from compliance or
other departments if necessary.

If the reported misconduct is verified to constitute a violation of the law or the Company's
business integrity policy or rules, the violator will be ordered to cease and desist such conduct
and subjected to disciplinary action and claims through legal proceedings if necessary to protect
the Company's interests and reputation.

Details including the misconduct report, investigation process, and findings must be maintained
in written or electronic form and retained for five years. Should any litigation arise in relation to
the reported misconduct before expiry of the retention period, the above documents will have to
be retained until the litigation is concluded.

For every verified misconduct report, the department concerned is required to examine the
internal control system and operating procedures and propose improvement measures to
prevent similar occurrences in the future.

The responsible unit shall report to the Board of directors the reported misconduct along with
details on how they are handled and the improvement measures undertaken. Violators may also
be reported to the competent authority or judicial institutions if necessary.

Kaori exerts ESG influence by requiring all key (Grade A) suppliers to sign a "Supplier Code of Conduct" that
outlines the integrity principles as well as the environmental, labor, human rights, and occupational safety
regulations that suppliers are bound to comply with during production activities. 100% of suppliers have
signed the commitment to the clause to date.

5. Infringement on business secrets, trademarks,
patents, copyrights, and other intellectual
2. Offering of illegal political donations. property rights.

1. Offering and acceptance of bribes.
3. Inappropriate donation or sponsorship. 6. Engagement in unfair competition.

4. Offering or acceptance of inappropriate gifts,
treatment or benefits.

7. Direct or indirect damage to consumers'
or stakeholders' interests, health or safety
during research, development, procurement,
manufacturing, offering, or sale of products and
services.
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The Company regularly organizes employee education and training to promote the principles of business
integrity and establish anonymous reporting channels. These measures help employees understand and
comply with the company's integrity policies, enhancing the effectiveness of our business integrity practices.

1. Value the diversity of all employees and treat them equally. All partners are entitled
to equal opportunities, regardless of position, age, gender, or nationality.

2. Menstrual leave is better than the one under the Gender Equality in Employment
Act.

3. Adequate employment of employees with disabilities.

1. Issue a statement against unlawful violations, promote it through emails and the
official LINE account, and post it on bulletin boards in all plant locations.

. An anonymous suggestion box is set up in each plant location.

. Invite psychologists or lawyers to conduct workshops or seminars.

. If any related issues arise, the Occupational Safety and Health Department will
immediately intervene and conduct an investigation.

A wN

1. The working hours of mid-day and night shifts are reduced by 0.5 hours, which
takes precedence over the working hours of the day stipulated by the Labor
Standards Act.

2. Provide entry-level employees with initial salaries that are higher than the minimum
wage regulated by local laws.

3. Meal allowances are provided based on overtime hours.

1. Comprehensive explanations of Company policies and job responsibilities are
provided during interviews to reduce issues arising from information asymmetry.

2. Comply with laws and regulations and do not use child labor, and have a rigorous
review process to prevent misuse.

1. Obtained the ISO 45001:2018 - Occupational Health and Safety Management
System certification.

2. Fully equipped nursing rooms and medical rooms are available.

3. Clean and well-lit office environment.

4. Company facilities include heating and air conditioning, warm water sinks, and
bidet toilet seats.

5. Rest areas feature a coffee bar and massage chairs.

6. Health seminars and health information are provided periodically.

7. Doctors are stationed at the plants to provide health education and health
consultations regularly.

8. Employee health management and follow-up management and health guidance for
those with abnormal health examination results.

9. Provide a variety of club activities.

10. Free employee health checks every year.

. Obtained the ISO 27001 - Cybersecurity Management System certification

. Employees undergo regular cybersecurity testing.

. Computer security updates are conducted regularly.

. Cybersecurity awareness is promoted regularly to enhance employees'
understanding.

A ODN -
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. Regularly hold labor-management meetings.
2. Hold seminars for migrant workers from time to time.

—_

. Set up grievance mailboxes and telephone numbers.
2. An anonymous suggestion box is set up in each plant location.

Corporate Governance and Risk Management

. In 2023, a total of 555 people participated in 5 human rights training sessions.

. In accordance with occupational safety regulations, in-service training and
occupational safety and health seminars were organized in 2023, with
approximately 1,180 participants, totaling 3,400 hours.

3. Two AED emergency training sessions were held in 2023, with approximately 385

participants, all of whom obtained certification.

4. Atotal of 127 employees have received health consultations from the onsite

doctors since 2022.

N —

Kaori focuses on respecting human rights, protecting intellectual property, and preventing the improper
transfer of benefits that could harm the interests of the company, customers, and suppliers. To ensure the
implementation of business integrity, we have established an independently operated Audit Office. This
department conducts regular or ad-hoc internal audits each year and provides convenient and accessible

grievance channels for internal and external stakeholders to report issues and receive appropriate responses.

These measures help reduce operational risks and foster a positive interaction model with stakeholders.
2023 Implementation Results: No managers or employees violated the principles of integrity.

The Company's business philosophy is guided by four core principles: innovation, quality, responsibility, and
honor. With the primary goal of pursuing profit and surplus, we are committed to ensuring the creation of new
products, increasing added value and profitability, and continuously improving our team's professionalism
and leadership skills to enhance operational performance.

Kaori has established an "Employee Code of Conduct" to ensure the normal operation of the enterprise and
maintain fair competition. The code regulates commercial purchase and sales behaviors and prohibits any
form of improper gains, such as corruption, extortion, and embezzlement. Kaori strictly regulates all business
activities and external interactions, including contact with government departments, negotiations with
customer representatives, customer QC inspections, and impartial execution of product testing, inspections,
and audits. In these activities, any improper practices, such as offering or accepting kickbacks, promotional
fees, advertising expenses, service fees, expense reimbursements, or providing domestic or international
travel under any guise, are prohibited. These rules are in place to prevent the direct or indirect exchange of
cash, goods, or other benefits outside of the transaction.

Kaori complies with the RBA Code of Conduct and accepts relevant audits and self-evaluation activities from
customers. In areas such as labor, health and safety, environment, ethics, and management systems, there
have been no major non-compliance issues. Additionally, the Company continuously implements relevant
training and awareness activities each year.
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Kaori complies with regulations by regularly collecting and compiling relevant business-related laws and
regulations for identification. If there are any new or revised regulations, the responsible departments
immediately review whether the current business practices and operations are in compliance. Additionally,
they assist in communicating and promoting these regulations to all departments. To protect the legal rights
and interests of the Company, the Company periodically holds legal courses and produce legal materials to
enhance employees' legal knowledge.

The Company's compliance with corporate governance, environmental, economic, and social regulations,
including relevant important legal sources, internal policies, or procedures, as well as any violations in the
past two years (2022-2023), are detailed in the table below:

Company Act, Corporate Governance
Best Practice Principles, Ethical
Corporate Management Best Practice
Principles for TWSE/TPEX Listed
Companies, Audit Committee Charter,
Remuneration Committee Charter

Labor Standards Act, Employment
Service Act

Gender Equality in Employment Act,
Labor Insurance Act, Labor Pension
Act, National Health Insurance

Act, Employee Welfare Fund Act,
Regulations of Leave-Taking of
Workers, Regulations for Implementing
Labor-Management Meeting, etc.

Occupational Safety and Health Act,
Enforcement Rules of the Occupational
Safety and Health Act, Labor Health
Protection Rules, Labor Safety and
Health Facilities Rules, Occupational
Safety and Health Education and
Training Rules, etc.

The Basic Environment Act, Climate
Change Response Act, Waste
Disposal Act, Resource Recycling Act,
Air Pollution Control Act, Noise Control
Act, Drinking Water Management Act,
Effluent Standards, Water Pollution
Control Act and its Enforcement Rules,
etc.

Fair Trade Act, Patent Act, Copyright
Act, Intellectual Property Act, Trade
Secrets Protection Act, Computer
Processing and Personal Data
Protection Act, etc.

Civil Code, Communicable Disease
Control Act, Sexual Harassment
Prevention Act

Fair Trade Act, Computer Processing
and Personal Data Protection Act, QC
080000 Hazardous Substance Process
Management System

Articles of Incorporation, Corporate
Governance Best Practice Principles, Ethical
Corporate Management Best Practice
Principles, Audit Committee Charter,
Remuneration Committee Charter

Employee Code of Conduct, Labor-
Management Meeting Election Measures,
Personal Data Protection Management
Measures

Occupational Safety and Health Work
Principles Verification and Backup
Occupational Safety and Health
Organization and Personnel Verification and
Backup

ISO 45001 Occupational Health
Management System and related
procedures

ISO 14001 Environmental Management
System and related procedures, SOPs, and
forms, including waste disposal procedures,
noise control procedures, drinking water
management procedures, wastewater
management procedures, etc.

Introduce the 1ISO 14064-1 greenhouse gas
inventory operation system and issue the
greenhouse gas inventory report

Labor contract, code of ethics for employees
below the section level, code of ethics

for managers and senior professionals,
personnel-related management system

1ISO 9001 Quality Management System and
related procedures, SOPs, and forms
Introduce the 1ISO 14067 carbon footprint
criteria to comply with the international
carbon reduction trend

The Company has acted in
accordance with the law, and as
a result, no significant monetary
fines or other non-pecuniary
penalties have been imposed on
the Company.

The Company has complied with
the Labor Standards Act and has
not been penalized for violating
the Labor Standards Act or labor
disputes.

There have been no incidents

of forced labor at any of the
Company's operating locations
and important suppliers.

No occupational accident and
fined by the labor inspection
department

The Company complies with
environmental laws and
regulations, and has not
been penalized for violating
environmental laws and
regulations.

The Company has no records of
violations of economic and social
regulations and no incidents of
being fined.

The Company has not
experienced any incidents of
customer privacy breaches that
resulted in fines or compensation
claims from customers.

The Company has complied with
the Marketing and Communication
Act and has not violated any laws
or health and safety regulations
related to products and services.

Kaori has several effective controls in place to ensure compliance. The Company checks new regulatory

amendments on a monthly basis and conducts compliance audits on all plant sites on a yearly basis. In 2023,
there was no record of violation of safety and health, environmental protection, fire safety, and other laws and
regulations. Aside from the above, no major compensations or losses were reported in annual internal audits.

Corporate Governance and Risk Management

Kaori's Audit Office is an independent internal audit unit directly reporting to the Board of Directors. Its
purpose is to thoroughly review and assess the effectiveness of internal controls, measure the effectiveness
and efficiency of operations, reliability, timeliness, and transparency of reports, and ensure legal compliance.

1. Formulate an annual audit plan based on the risk assessment results and execute audit operations
according to the plan.

2. Implement project audits as needed and let the management understand the existing deficiencies or
potential risks in a timely manner.

3. Issue an audit report after the implementation of the audit work, and propose suggestions and
improvement methods.

4. Continuously track the improvement of auditing deficiency items, and produce a quarterly follow-up report
until the completion of the improvement is confirmed.

5. After the audit report and follow-up report are submitted, they shall be submitted to the independent
directors for review by the end of the month following the completion of the audit item.

Audit work is conducted based on risk assessment results, with an annual audit plan developed and
approved by the Board of Directors. The audits are carried out to provide management with information on
the operation of internal controls. Additionally, special audits are conducted as needed. Any findings are
thoroughly communicated with the audited units to help management understand current deficiencies or
potential risks.

The internal audit unit issues a written audit report and follow-up report after the audit, which is reported to
the Chairman and the Audit Committee on a monthly basis or when necessary, in addition to reporting at the
regular board meeting every quarter.

Kaori has implemented internal controls in accordance with the “Regulations Governing Establishment of
Internal Control Systems by Public Companies” and the competent authority's instructions, and taken steps
to ensure that they remain effective at supporting the operational goals of the Company. Annual audit plans
and special audits are organized as requested by the competent authority or the Board of directors or as
suggested by the management.

The Company has an Audit Office that carries out audit tasks according to the annual audit plan and

on specific issues. Findings are compiled into official reports and distributed to the respective auditees.
According to the proposed 2023 audit plan, the Company issued 68 audit reports, and the reports issued are
communicated to the audited units. All audit reports were presented to the Audit Committee for review and
reported in Board of directors' meetings. For any defects or abnormalities discovered during the audit, the
auditee will be instructed to rectify or make improvement plans, and progress will be tracked on a quarterly
basis until improvements have been made.
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Establishment of various goals
Risk management
Establishment of plans and
procedures

&>

Improvement measures
Amendment of regulations

Implement the goals,

& N plans, and

and procedures procedures
Confirmation of goal established in the
achievement T previous step
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Continuous improvement

Evaluation of implementation
status and results

Audit Execution

Tracking of improvement status

The Company's Board of Directors and managers have established an internal management system

in accordance with the " Regulations Governing Establishment of Internal Control Systems by Public
Companies" and related laws and regulations to improve business management effectiveness and product
quality.

The internal management system is mainly divided into the following three items:

The internal control system covers the entire operation of the Company, including the "management”

functions in terms of planning, organization, and control, as well as the scope of business related to sales,
production, procurement, financing, salary, fixed assets, computer information, investment, and R&D. The
nine major cycle procedures and standard measures adopted are the scope of the internal control system.

Its main purpose is to "promote the effective operation of the enterprise organization and identify problems
and solve them immediately."

Corporate Governance and Risk Management

Establish the ISO management system for production, quality, and environmental issues. The relevant ISO
certifications that have been passed are as follows:

DNV
RMAMAGCRMOMT SYSTEM

CERTIICATE MAMAGEMENT SYSTEM
CERTIFICATE

Kaori Heat Treatment Co., Ltd.

Kaceri Bleat Tres o, Lid.
(Kaohsiung Plant) - strreerd Lo, L

R

i T mevmter, 022 “m = e
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gy ey
ISO 14001:2015 1ISO 9001:2015 AS9100:D ISO 14064-1:2018
Environmental Management Quality Management System Quality Management System Greenhouse Gas Inventory
System Standard for Aviation and Space

Certiﬁp’a‘t

bsi. & & =~
Cipinion Statement ’ cermiricate (05 eme

co., LTD.
HRAT

\d Manufacture of Plate Heat Exchangers
lanufacture of Fuel Cell Modules

ISO 14067:2018 ISO 45001:2018 ISO 27001:2022
Product Carbon Footprint Occupational Safety and Health Cybersecurity Management
Inspection System System

Relevant management regulations have been established to reduce operational risks for special control

items with high operational risk, such as the personnel management system, credit management operations,

and the authority to approve various expenses.

These three internal control management systems are built on the principles of regulatory compliance,
business integrity, ethics, corporate culture, and our business philosophy. By ensuring their effective
operation and continuous improvement, we align with Kaori's sustainable business philosophy, thereby

enhancing operational management effectiveness, product quality, and added value and ultimately achieving

our vision and mission of sustainable corporate growth.
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Below is a diagram of the internal control management system:

Internal control systems

Management
Philosophy

Various management

ISO management

measures

systems

Legal Compliance, Ethical Corporate Management, and Corporate Culture

2.6 Cybersecurity
2.6.1 Cybersecurity risk management framework

In accordance with international cybersecurity

management practices, personal data protection .
standards, and legal regulations, and in consideration E Certlflcat
of the "concerns of internal and external stakeholders," Certificate
the Company has established the "Cybersecurity N° 20241108413.1

AFNOR Certification certifies that the management system implemented by:
AFNOR i :

Management System" to ensure that our IT
infrastructure and information systems meet the

KAORI HEAT TREATMENT CO., LTD.

requirements for confidentiality, integrity, availability, HABERTREHHRAT

and legality. We also integrated and strengthened tor o okl s

the cybersecurity management system based on . BN OOus s SO S e A o WS
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process management model. The implementation of R:L.0 B 2025-09-21-

d found to meet the of:

cybersecurity management in 2023 was reported to the
Board of Directors by the convener of the Management
Committee on September 27, 2023. In addition, in
December 2023, the Company passed the third-party
inspection for the ISO 27001 cybersecurity management
system and obtained the certificate in March 2024. (As

shown on the right) ,?.i;; -——:‘QL

Julien NIZRI
AFN

NF EN ISO/IEC 27001:2023 / ISO/IEC 27001:2022

and is developed on the following locations:
et est déploy sur les sites suivants :

NO. 5-2, JILIN N. RD., ZHONGLI DIST., TAOYUAN CITY 320, TAIWAN (R.0.C.)
320 AT FHEEHELE 52 R
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2.6.2 General Policy for Cybersecurity Management

The Chairman of the Company has appointed an Assistant Manager of the IT Department to set up

an internal Cybersecurity Management Committee to be responsible for formulating the Company's
cybersecurity management policy. A dedicated unit, managers, and personnel are set up to plan and
implement cybersecurity operations. Based on the principles of simplicity, easy-to-remember, and compliance
with cybersecurity management objectives, the Company has formulated the cybersecurity policy statement:
"Cybersecurity is everyone's responsibility."

2.6.3 Cybersecurity Management Organization

In order to ensure that the operation of the Company's cybersecurity management system can meet the
Company's policies and goals, and to confirm its continuous application and the effectiveness of its operation,
the Company has established the "Cybersecurity Organization and Management Review Procedures" to
regulate the Company's information and serve as the basis for the management's regular evaluation of the
cybersecurity management system. Below is the organization chart:

Chief Information
Security Officer

Information Security
Management Committee

Intelligence and Risk management Document control

incident team team team Internal audit team

aAljejuasaldal Juswabeuew AjINdas uonewlou|

¢ Scope of application: The Company's headquarters and plants in Taiwan.

¢ Goals:
The Company's cybersecurity goal is to ensure the confidentiality, integrity, availability, and compliance of
important and core systems. Quantitative metrics of cybersecurity performance are defined and measured
according to each hierarchy and function to confirm the implementation status of the cybersecurity
management system and whether the cybersecurity goals are achieved.

Clelilelapii=1in) - Avoid leaking any sensitive information about the Company to the internet.

Ensure the accuracy of the Company's sensitive data (e.g. financial information, personnel data,

Completeness system information)

Usability Ensure that important data held by the Company are backed up.

The Company shall ensure that it does not violate the cybersecurity requirements of laws,

Compliance regulations, or contractual obligations.
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KAORI| Chapter2 Corporate Governance and Risk Management

2.6.4 Cybersecurity management measures and implementation effectiveness Kaori is well-aware of the challenges that risks may pose to business operations. To minimize the influence
of the external environment, managers of various business segments within the Company have identified

. : g : : o , e, and defined risks that are relevant to operations, so that they can be properly managed to ensure continuity.
anagement items cope of operation mplementation measures Progress By taking risk identification, risk assessment, risk management, and risk response measures, Kaori aims to

1. Network infrastructure has been established in the plants, minimize potential risks and even turn them into opportunities. The PDCA cycle has been incorporated into

1. Prevent hacker separating IT and OT networks No incidents risk management to facilitate real-time corrections and improvements and thereby protect the interests of the
1. Network §ecurity intrusions and damage 2. Introc.iuced zerg-trust network architecture of hackin_g Company, employees, shareholders, customers, and suppliers.
protection 2. Ensure smooth network 3. Continue to refine the management strategy of network occurred in
operation protection equipment and optimize the control operation 2023 .
process 2.7.2 Risk management process and countermeasures

1. Protect the Company's
sensitive data from

g (GG 1. Established advanced email defense management system N ELSTETE 1.
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2. Email security

control 2 [RERUER (i i@ . 2. An email audit system has been established e"ef“ (ostliicl
external cybersecurity in 2023
threats entering ‘Il
employee mailboxes
1. Protect the Company's 1. Anti-virus software and endpoint protection software protection f:}
internal information devices (PC/NB, machine computers) are in place
equipment from virus 2. Controlled the use of NB/PC external devices and cloud space
. . . No abnormal
3. Device safety attacks or malicious 3. The privileged account management system has been
) ) . . . event occurred
protection intrusion introduced to strengthen the security of system account "
, in 2023
2. Protect the Company's management.
sensitive data from 4. Continue to improve system cybersecurity vulnerability control
being leaked items
1. Optimize cybersecurity Risk identification Risk assessment Risk response Ongoing improvement
policies and information 1. The ISO27001 cybersecurity management system has been Identi tontial risks based Depart | S Reaul s
4. System/measure  security operating introduced, and management measures, specifications, and 100% achieved en t'fy pol enéa risks Iase ei)(a ment.terpp oyees Devise risk management ; egl:‘ ar pedqrmlance tati
education and regulations operating guidelines have been continuously updated b° 2023 on interna a:n elxte.rna make quanttl a vati strategies based on risk rfac INg and implemen ? ‘on
promotion 2. Cybersecurity policy/ 2. Provide training for new recruits Y environment analysis. %sset‘sf.sn&ep i o 't(l: iaht assessment outcom_e, and ofongoing Improvements.
regulation promotion 3. Regularly promote cybersecurity-related topics through email ldent Ied :'Sﬁf" wi ; weignts develop corresponding
and education training assigned to the outcome. responses.
_ 1. Data backup integrity 1. Build a cloud ba_c](up system to enhance the emergency
5. Disaster : response capability No abnormal
and compliance : . )
recovery and 2. Regularly implement disaster recovery system drills. event occurred
2. System backup and . - o . . . .
response e i 3. Optimize the efficiency of backup system switching operations in 2023 Risk analysis outcome and response/management measures for 2023
activation capability B e
and shorten the operation time for emergency activation.
Risk Type Risk Description Management Measures
¢ The Company's interest rate risks ¢ The Company actively manages interest rate risks by
2.7 Risk t arise mainly from operation-related constantly monitoring market rate movements, gathering
. iabilities and treasury investments. interest rate quotes, evaluating borrowing rates, an
Interest income and expenses of maintaining positive relationship with banks. We pay
; L the Company are mainly affected particular attention to maintaining good credit records with
2.7.1 Risk management poI|C|es and approaCh by fluctuations of TWD and USD banks, which entitles us to more privileged borrowing rates.
interest rates. To minimize interest If a financing requirement arises, the Company will evaluate

: : rate risk, the Company mainly capital requirements and credit history with banks to borrow
Material topic Management Approach depends on cash receipt from at a preferential rate.
operations and short-/medium-/
Interest rate P ¢ The Company will undertake short-term or long-term

i i i i i long-term bank b ings fi
Policy Comply with laws and regulations related to finance, environment, labor, and safety and health changes ong-term bank borrowings for borrowing in such a way that minimizes the risks of interest

. B working capital requirements. With
to ensure the normal operation of the Company and the interests of shareholders. regar dg o gnancigl investmant. the rate fluctuations and funding costs on the Company's

Company mainly invests in fixed operations.
Coal Effectivel it d ) isks to reduce the i tinth tth — income bond funds or equity funds = jith regards to financial investment, the Company mainly
oa eclively monitor and manage various risks 1o reduce the impact in the even ey occur. gg of h.|gh ||qu|d!ty and strong rat.".]g for invests in fixed income bond funds or equity funds of
oo capital security and marketability. high liquidity and strong rating for capital security and
O marketability. However, this hedging practice only mitigates
Commitment Utilize due diligence and early warning communication methods to implement the part of the risks and cannot fully eliminate the financial
! Company's established codes, ensuring the protection of stakeholders' interests. Financial risk impacts of interest rate fluctuations.
) ¢ More than 80% the Company's ¢ The Company prohibits the use of derivatives (including
Risk Management Measures raw material purchases are paid in currency forwards) and can, therefore, only mitigate
management g Y . . . . currencies other than TWD, such exchange risks of recognized or highly probable transactions
© We implemented the Risk Assessment Procedures in accordance with the ISO 9001 Quality as USD and EUR. Considering that by adjusting the level of USD and EUR-denominated assets
Management System, ISO 14001 Environmental Management System, and ISO 27001 the Company exports most of its and liabilities; this practice cannot fully eliminate exchange
Cybersecurty Management System. roes o Crchargorate PodUcls g s b o0% e ks
© In response to the possible impact of climate change on the business environment, we have changes in USD and EUR. much of the * The financial department constantly monitors exchange

rate information and maintains close communication with
our main banking partners to keep track of exchange rate
fluctuations, so that managers are adequately informed of
exchange rate changes to make adjustments at appropriate
times.

formulated management measures to reduce corporate risks. risk exposure is mitigated through

natural hedging, but a significant
change in exchange rates may still
have an adverse impact on the
Company's financial position.
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Legal risk

Business risk

Supply chain
and raw
materials risk

Chapter 2

Change of key
policies and laws

Plant expansion
risks

Raw material
procurement risk

Kaori supports the government's
sustainability policies, such as the
FSC's 2020 "Corporate Governance
3.0 - Sustainability Blueprint," the
2022 "Sustainability Development
Roadmap for TWSE/TPEXx-

Listed companies," the National
Development Council's "Taiwan
2050 Net Zero Roadmap and
Strategy," and the Environmental
Protection Administration's
“Greenhouse Gas Reduction and
Management Act (Climate Change
Response Act),” and continues
adopting practices that enhance
the transparency of sustainability
information and promote
sustainability in line with global
trends.

Changes in heat pump policies in
Europe have slowed down product
demand.

Dilemma whether to replicate
successful experiences for quick
expansion or to adopt cost-effective
production methods that take time
to implement.

The Company runs the risk

of suffering losses if it cannot
generate additional revenue from
increased customer demand to
support the additional depreciation
and overhead incurred on plant
expansion.

Increased operating costs

Increased operating costs

The Company uses large volumes
of raw materials in its production,
such as stainless steel plates,
special steel plates, copper foil, and
stainless steel bars.

Some raw materials are overly
concentrated in few suppliers, which
poses the risk of being unable to
source adequate supplies. The
Company may encounter a decline
in revenue and profit if it is unable
to source the needed materials in a
timely manner or if it cannot transfer
the additional costs associated with
rising raw material prices directly to
customers.

A broad diversity of legal awareness campaigns is being
organized to promote employees' compliance awareness.

Information such as compliance requirements, guidelines,
tips, and FAQs has been made available on the Intranet,
whereas educational documents are sent via e-mail to keep
employees up-to-date on the latest laws.

Training courses of different attributes: The Company offers
training courses on important regulations and policies;
each course is tailored to the needs and duties of different
employees to ensure proper understanding of applicable
regulations and policies.

Kaori invites outside experts to host seminars or assigns
employees to participate in external training courses from
time to time to keep up-to-date on regulatory developments.

Sign long-term contracts with customers, and confirm
volume forecasts with customers on a regular basis.

For short-term expansion projects, the Company will take
into consideration the potential of market saturation and
adopt next-generation technologies.

Kaori confirms with customers and obtains reliable estimates
on the potential increases in demand for assurance.

Kaori avoids dependency on the demand of any single major
customer and takes into consideration the demand of other
external as well as internal customers to maximize utilization
of equipment and personnel capacity.

Develop validation sites at the customer end.

Adopt the use of multi-functional and multi-purpose
production equipment in response to the fast-changing
industry.

Progressively develop automated and semi-automated
production lines.

Diversity supply sources and secure the supply of raw
materials by making purchases from suppliers in different
regions.

Sign long-term supply contracts with suppliers to control
cost, given the volatility of raw material prices.

Make localized purchases of raw material where possible
to shorten the supply chain and minimize risk of shipment
delay caused by logistics shortage.

Gather information on
internal and external
emerging risks

Identify potential problems
associated with material
emerging risk events

Establish material emerging risk
management strategies and
plans

Corporate Governance and Risk Management

Summarize relevant risk
information and establish
methods to identify emerging
risks

Predict and analyze the possible
impacts of various risk events

Implement and monitor material
emerging risk events

Kaori continuously monitors trends in the economic environment, identifies long-term risks and opportunities,
and appropriately adjusts its business strategies to achieve sustainable operations and long-term
performance. Therefore, each risk management team collects relevant domestic and foreign information to
evaluate the Company's long-term operating risks. Through methods such as surveys, meetings with senior
management, or discussions within the ESG Steering Committee, the topics with the highest potential impact
are identified. The strategies for mitigating these impacts and response measures are then reviewed and
submitted to the senior management meeting for decision-making, serving as important references for future
business strategy development.

Identify material
emerging risks for senior
managers

Management window for
setting material emerging
risks

Each risk management
team conducts
performance tracking and
control
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For the pursuit of innovative breakthroughs and competitiveness, Kaori actively explores opportunities to
cooperate and exchange with counterparts from within and outside the industry. Through diverse interactions
and sharing, Kaori hopes to advance its know-how and foster positive development across the entire
industry. The short-term, medium-term, and long-term plans for business performance and customer service
related to material issues are as follows:

Medium-term metrics (2025 -
2028)

Timeline Short-term metrics (2023 - 2024)

Long-term metrics (after 2029)

Operating Customer satisfaction Customer satisfaction Customer satisfaction maintained
performance maintained above 80 points maintained above 85 points above 85 points
oF
igg
® Violation of product or fair * Violation of product or fair ® Violation of product or fair trade :1)’5 %E’
trade laws and regulations: 0 trade laws and regulations: 0 laws and regulations: 0 53
Legal o . s . e . 3
. ® Violation of customer privacy  ® Violation of customer privacy  ® Violation of customer privacy
Compliance . . .
or cybersecurity laws and or cybersecurity laws and or cybersecurity laws and
regulations: 0 regulations: 0 regulations: 0

Material issue objectives and performance

In order to achieve steady growth in operational performance, and provide customers with excellent service
and high satisfaction, we have established the following material issues, goals, and performance:

Customer satisfaction

2023 Performance

2024 Goals 2023 Goals Achievement Level

Brazed Plate

Heat Exchangers Customer satisfaction maintained

Operations . 80 points and above 87 points — Achieved
above 80 points
Management
Department
Fuel Cell Business Customer satlsfactloq maintained 80 points and above 91 points — Achieved
above 80 points
New Business Customer satisfaction maintained
Development - . 80 points and above 84 points — Achieved
above 80 points
Hydrogen Power
New Business The department currently has less than 5 main customers, and it convenes weekly meetings to

u u . m
O pe ratl n g St rate g I es y T%Z\;ﬁ!;pgﬁ;tg—y keep customers up-to-date on proleigg{_?ﬁ]:zs}i.tgglat\it;c:m has also been created to facilitate
Performance, and
Customer Relation

Violation of product or fair trade laws and Violation of product or fair trade laws and .
. S 0 cases — Achieved
regulations: 0 regulations: 0
Violation of customer privacy or Violation of customer privacy or cybersecurity laws .
DECENT WORK AND 12 o . T T 0 cases — Achieved
ECONOMIC GROWTH CONSUMPTION cybersecurity laws and regulations: 0 and regulations: 0

AND PRODUCTION

o 1lco
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3.1 Policies and strategies for operating performance

Material
issues

Management Approach

Policies Profitable operations, protecting shareholder interests

Goal Strong and stable financial performance ensures profitability. By focusing on corporate
governance, reducing waste, balancing cost expenditures, and improving quality, the Company
enhances profitability.

Commitment Utilizing due diligence and early warning communication methods, the Company adheres
to the Company Act and applicable business regulations, consistently generating economic value.

Operating Measures
performance ® Maintain a sound financial structure and provide strong backing in sales, manufacturing, and R&D.
® Continue our efforts to focus on providing next-generation green low-carbon solutions that drive
industrial upgrading, align with international net-zero goals, and foster the company's growth and
progress, thereby solidifying Kaori's leading position in the industry.
® Plan the use of short-, medium- and long-term funds to maximize capital returns while adhering to
principles of stability.

Kaori's headquarters is located in Zhongli District, Taoyuan City. In Taiwan, the Company operates five
factories: Zhongli Plant 1, Zhongli Plant 2, Zhongli Plant 3, Zhongli Zigiang Plant, and Kaohsiung Benzhou
Plant. Kaori's key products include brazed plate heat exchangers, gasket plate heat exchangers, key
components for SOFC fuel cells, immersion cooling tanks, and elements, single/two-phase immersion cooling
tanks, liquid cooling cabinet modules, methanol fuel cell systems, methanol hydrogen generators, methanol-
based thermal technology, organic solvent hydrocracking, and industrial waste hydrogen purification
solutions, all of which are manufactured and sold by the Company.

Since its establishment, the Company has adhered to the concept of "Innovation, Quality, Responsibility,
and Honor," focusing on a research and development approach that leads the market through technology.
By surpassing competitors through technological and product innovation, the Company aims to increase
profitability and develop next-generation products in line with market trends.

Kaori's operating strategies, organized by function, are as follows:

* Kaori upholds the principles of "providing a safe working environment, effectively preventing
occupational hazards, and protecting the green Earth."
* The Company aims to provide next-generation green, low-carbon solutions that align with
Production international net-zero carbon emission goals as its business objective.
strategy ® Existing production equipment will be improved to enhance process technology and production
efficiency.
® Master the management of raw materials and finished products.
® Thoroughly implement ISO 9001 & ISO 14001 to achieve quality goals.

® Existing customers — Provide products and services that are competitive in the market.

® Potential new customers — Active development of potential customers for related applications
of existing new technologies.

® Product end customers — directly connect with end customers, and manufacturers specify the
introduction of products.

Sales strategy

® Explore new application areas and develop low-carbon green energy solutions based on the
Company's core technologies.

® Invest in the R&D of immature concepts and prototype technologies with carbon reduction
potential, such as developing high-efficiency/modern catalysts, carbon fixation, etc.

R&D strategy

® Flatten the organizational structure and strengthen project-based organizational structures.
® Strengthen employee on-the-job training internally and actively recruit outstanding talents
externally to enhance the Company's competitive advantage.

Operating
strategies

Financial ® Maintain a sound financial structure and provide strong backing in sales, production, and R&D.
strategies ® Plan the use of short-, medium- and long-term funds to maximize capital returns.
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3.2 Operating performance

Sustainability is one aspect that businesses have to commit attention to given the highly competitive
environment today. For this reason, Kaori constantly examines its strategies and plans and makes
adjustments where appropriate to align with sustainable development goals. The Company remains
dedicated to its core business activities and pays particular attention to product quality as well as workplace
health and safety as a way to uphold the Company's brand reputation.

Kaori successfully optimized its product mix, resulting in an increase in the overall gross profit margin to
28.30% in 2023. The earnings per share for 2023 significantly grew from NT$3.37 in 2022 to NT$6.45,
marking the highest point in the past five years. In 2023, revenue reached NT$4.326 billion, a 52.1% increase
from the NT$2.844 billion recorded in 2022, setting a new historical high. See the financial statements or the
latest annual report for the financial data of the Company.

® The operational results of the generation and distribution of direct economic value over the past three
years are presented in the table below:

Unit: NT$ thousands

Item/Year 2021 2022 2023
Operating revenue 2,231,273 2,843,540 4,325,671
Gross profit 593,603 785,630 1,223,949
Operating expenses 363,248 439,494 512,511
Operating profit 230,355 346,136 711,438
z?(’;;’np:;:)"”g Income (34,835) 43,717 18,208
Pre-tax profit (loss) 195,520 389,853 729,646
Net income (loss) 149,156 301,020 576,526

® The revenue contribution of main products over the past three years is as follows:

Unit: NT$ thousands

Amount Percentage % Amount Percentage % Amount Percentage %

Heat exchanger

1,301,156 58 1,560,881 55 2,309,941 53
products
Thermal energy 930,117 42 1,282,659 45 2,015,730 47
products
Total 2,231,273 100 2,843,540 100 4,325,671 100
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® Sales amount and proportion of main products by region in the last three years

Unit: NT$ thousands

Percentage % Amount Percentage % Amount Percentage %

Asia 856,118 39 983,155 35 1,193,779 28
America 957,268 43 1,328,684 47 1,984,185 46
Europe 410,170 18 524,378 18 1,133,184 26
Others 7,717 - 7,323 - 14,523 -

Total 2,231,273 100 2,843,540 100 4,325,671 100

® Economic value of distribution of employee salaries and benefits, and payments to investors
Unit: NT$ thousands

Operating cost 1,637,670 2,057,910 3,101,722

Employee salary and

benefits expenses(Note) 512,843 627,719 835,317
Payment of income tax 64,216 27,716 95,414
Dividends paid 151,953 134,076 134,076
Interest paid on bank 10,220 12,893 32,382

borrowings

Note: It refers to salary and benefits expenses, labor and health insurance expenses, pension expenses, and other employee benefit
expenses.

2023 Performance and Future Prospects

|. Improve production procedures and enhance product |. Kaori continues to commit R&D resources to the
design capacity development of new products and technologies to
1. Expand the portfolio of profitable products support the production capacity of new products
IIl. Expand the distribution and sales network and increase Il. Products for special industry applications are being
global market share developed for entry into niche markets

IIl. Kaori continues to increase brand visibility through
overseas exhibitions and social networks and strives to
collaborate with foreign equipment manufacturers and
major distributors

Future Prospects

I. Enforce sustainable supply chain governance, relationship management, and resilience enhancement measures to
ensure the timeliness and stability of supply
II. Expand the distribution and sales network for heat exchangers, and diversify business activities and the categories
of steel materials sold to increase global market share
Ill. Strengthen customer relations, improve the value chain and strive for mutual growth
IV. Engage in strategic integrations and make medium/long-term plans to cooperate with world-class steel makers
through joint ventures, thereby expanding overseas business

Operating Strategies, Performance, and Customer Relation | =————

3.3 Customer relations management

Material issues Management Approach

Policy Manage customer relationships with heart and improve service satisfaction

Goal Regularly and irregularly manage customer relations and services to ensure that
customer orders are not lost and improve satisfaction.

Commitment Utilizing due diligence and early warning communication methods, the
Company complies with applicable business regulations and ethical standards while

protecting customer privacy

‘salbojens
Buneisado
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Measures

® To achieve the goal of sustainable operation and growth, customer satisfaction surveys
are conducted on a regular basis, and the results are recorded.

® Customer satisfaction survey and improvement results are included in the management
review for immediate improvement and handling.

® Plan short-, medium- and long-term customer satisfaction improvement plans to ensure
continuous customer orders.
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Kaori adopts a “customer-centric” business approach and maintains strong relationships with customers in
order to learn their needs and make appropriate adjustments. The Company also cooperates in customers'
audits and makes improvements where necessary to ensure that customers' needs are satisfied, which in
turn enables profit maximization and mutual benefit. We pay particular attention to product quality and after-
sales service to achieve the above goals. In terms of marketing and promotion, we comply with relevant
regulations and refrain from selling disputable products that do not meet environmental protection standards.

Kaori values every one of its customers. To ensure the quality of service to customers, the Company
frequently gathers customers' opinions through satisfaction surveys and makes adjustments accordingly.

3.3.1 Customer Satisfaction Survey Process and Results

We have placed our focus on offering top-quality products and services to key customers and working with
their strategic partners to develop high-end, specialized materials. This is why Kaori pays particular attention
to customers' satisfaction and organizes satisfaction surveys on product quality, product delivery, service
quality, and professionalism in the fourth quarter of each year. A dedicated unit has been assigned to gather
and analyze satisfaction scores and present them for discussion during meetings. For aspects that do not
meet the required scores, the Company conducts in-depth discussions with customers and has the Quality
Assurance Center provide relevant information such as customers' monthly supplier evaluation sheets,
complaints, or records of returned goods to help identify the causes of dissatisfaction and verify the survey
results.

Issue customer Gather Customer Quick response
satisfaction customers' satisfaction to areas of
survey responses analysis improvement

Regular Management
follow-up review
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Customer Satisfaction Survey In order to achieve the long-term goal of continuous operation and growth, we
have unlocked the key to market success: customer satisfaction.

Based on the concept of strengthening customer satisfaction, we make good use of two management
systems: enterprise resource management (ERP) and procurement platform, and actively provide customers,
suppliers, and Kaori with a triple-wins philosophy so that cost, quality, and service optimization. This mutually
beneficial process fosters better performance and secures more future orders. The triple-wins philosophy is
shown in the figure below:

Customer satisfaction

e Core e Green
technology operation

e Performance e System
targets integration

e R&D capability e Quality service

e A win for the society

—>| * Awin for the corporation

e A win for the employees

ERP Procurement
Platform

Win-win for suppliers

Results of the Customer Satisfaction Survey for 2023

Kaori observes the customer satisfaction clause of ISO 9001 Quality Management System and conducts

a customer satisfaction survey in the 4th quarter of each year (to be completed before the end of year) to
ensure that data is not skewed due to the timing of the survey. The survey can be carried out via e-mail,
phone interview, fax, and other channels, and respondents' responses are recorded in the “Customer
Satisfaction Survey Form”. The survey questions are designed based on the characteristics of the products
offered by the respective business department. Using a scale of 1 to 5, satisfaction is rated with 5 being most
satisfactory and 1 being least satisfactory, whereas importance is rated with 5 being most important and

1 being least important. Employees have been instructed to determine accountability immediately for any
unsatisfactory response or any score of 2 and lower indicated in the survey. The accountable employees then
have to analyze the underlying causes and explore improvements according to the “Company's Correction
and Prevention Procedures”.

Brazed Plate Heat Exchanger Department

Survey subjects:

Based on the amount of sales accumulated from
January to September, the Company shortlists its
top 20% customers and picks the top 20 customers
to survey.

Survey results:

In 2023, the rating for items scoring 72 points or
below was "Delivery Satisfaction." The Company
has since followed up, analyzed the underlying
causes, and provided feedback to customers about
the improvement measures that have been taken.

New Business Development - Hydrogen Power

Survey subjects:
Customers ranking top 3 or top 20% in the amount
of goods delivered

Investigated anomalies:
No aspects rated 2 or lower in 2023

Operating Strategies, Performance, and Customer Relation | =————

Fuel Cell Business

Survey subjects:
Customers ranking top 3 or top 20% in the amount
of goods delivered

Investigated anomalies:
No aspects rated 2 or lower in 2023
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New Business Development - Thermal Energy

The department currently has less than 5 main
customers, and it convenes weekly meetings to
keep customers up-to-date on project progress. A
platform has also been created to facilitate real-
time interaction.

The results of the customer satisfaction survey by business unit in the last two years are shown in the table

below:

Item/Year

Survey category

Business unit

Product quality,

Brazed Plate Heat delivery timing, service,

2022

Customer Customer

. . Questionnaire : .
satisfaction satisfaction
recovery rate
average average

Questionnaire
recovery rate

. . 96.67% 4.04 minutes 100% 4.35 minutes
Exchanger Department  professionalism,
competitiveness
Product quality, product
Fuel Cell Business delivery, service quality, 100% 4.20 minutes 100% 4.55 minutes
professionalism
NowBusiness ol T R orice
Development - Hydrogen ry timing, ’ 100% 4.82 minutes 100% 4.50 minutes

professionalism,

Power . . -
engineering capability
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3.3.2 Customer Complaints and Subsequent Improvement Measures

The speed at which customers' complaints are addressed is key to raising customers' satisfaction. In addition
to implementing customer sales policies and complaint procedures, Kaori also assigns dedicated personnel
to maintain communication with customers and to investigate the underlying causes and accountability of all
complaints raised. All complaints received are followed up quickly with effective solutions and improvement
measures to prevent recurrence. Through productive communication, the Company is able to maintain good
customer relations and ensure the quality of products delivered. Furthermore, transparent and efficient
consumer grievance channels have been implemented to cater to customers' requirements for the products
and services offered.

Customers are able to raise complaints to various departments using the contact number or e-mail disclosed
in the Stakeholders section of Kaori's portal. We have made the number of customer complaints one of our
key performance indicators (KPI). Complaints are analyzed by cause and customer type and discussed
during annual management review meetings to serve as a reference for next year's quality improvement
goals.

A total of 15 customer complaints and 48 customer service requests were received in 2023; all of which have
been improved upon with preventive measures taken.

Customer Complaint Handling Mechanism Flowchart

1. When customers complain or give feedback, the customer complaint handling procedure is activated. The
sales representative is responsible for confirming the abnormal content of the customer's feedback and
handling it immediately to reduce the recurrence rate of the same incident and the generation of customer
complaints.

2. When abnormal customer complaints occur, a problem analysis and resolution method is used to form
a correction team as appropriate to find out the true cause of the problem, short-term and long-term
countermeasures are implemented for improvement, and the effectiveness of the implementation is
reviewed at the end. At the same time, a culture of internal continuous improvement activities has been
established through personnel re-education to continuously improve the quality level of Kaori's products.

4 N

Formation of a team
Problem description
— Preventive measures
(Business/product unit)

Cause analysis
(Quality assurance)

. J
Implementation of Verification of Implementation of Closure
corrective actions ——| corrective actions preventive measures [— (Cu.stomer. serv.ice
(Responsible unit) (Quality assurance) (Responsible unit) quality engineering)
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3.4 Customer Data Confidentiality

Material issues Management Approach

Policy Compliance with policies and regulations to protect customer privacy.

Goal Understand customers' requirements and standards for the Company and draw up purchase
orders and contracts to protect customer privacy.

Commitment Utilizing due diligence and early warning communication methods, the Company
complies with applicable business regulations and ethical standards while protecting
customer privacy.

‘salbojens
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Measures

® Obtained the ISO 27001 - Cybersecurity Management System certification

® |n accordance with international cybersecurity management practices, personal data protection
standards, and legal regulations, the Company has established the "Cybersecurity Management
System" to ensure that our IT infrastructure and information systems meet the requirements for
confidentiality, integrity, availability, and legality.

Privacy has become an important issue at a time when technology plays a dominant role in our lives. Due to
our relationships with business partners, department employees often come into contact with product secrets
and customers' personal information. Kaori received no complaints concerning violations of customers’
privacy or secrets in 2023. Kaori has restricted access to its document management system by project
relevance. For example,

I. Only the system administrator may create and modify customer profiles, and sales representatives may
make requests to create or change profiles only after submitting application forms and seeking proper
approval.

Il. Documents furnished by customers are managed according to the "Document and Record Management
Procedures." Schematics furnished by customers are placed on the server inside department-exclusive
folders and made accessible only to authorized personnel.

lll. Supplies provided by customers are stored in a dedicated warehouse; all placements and withdrawals are
controlled using the ERP system and forms.

IV. Confidentiality agreements are signed as required by customers or the Company. Parties that the
Company discloses confidential information to for the performance of duties are prohibited from revealing
such information to others or using it for purposes outside of work. The same applies after employees
resign.

The Company values intellectual property rights and is committed to protecting its intellectual properties and

those of others (including patents, trademarks, copyrights, and business secrets), particularly during the
transfer of know-how and production experience.
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Product Innovation and Quality Management

Kaori is committed to product development and quality improvement and continues to create profitable
growth with important goals: product R&D and innovation, ensuring patent R&D results, protecting trade
secrets and legal compliance, product quality management, and assessing the market future of products.
Short-, medium- and long-term metrics are as follows:

K

Short-term metrics (2023 - Medium-term metrics (2025 -

Timeline 2024) 2028) Long-term metrics (after 2029)
.-;:a/"‘d & ¢ Pass the ISO 9001 Quality ¢ Pass the ISO 9001 Quality ® Pass the ISO 9001 Quality
; f/‘f: _ Management System Management System Management System
E’;‘(fgﬁg certification every year certification every year certification every year
.“-_,',4""" . Product ¢ No violation of EU Restriction ® No violation of EU Restriction * No violation of EU Restriction
/ . quality of Hazardous Substances of Hazardous Substances of Hazardous Substances
';..f et - Directive (RoHS) Directive (RoHS) Directive (RoHS)
R, A e L -~ ® No violation of REACH ® No violation of REACH SVHC * No violation of REACH SVHC

> . - 3 ! [ SVHC prohibition prohibition prohibition

0 cases of non-compliance
with product laws or patent
regulations

0 cases of non-compliance
with product laws or patent
regulations

0 cases of non-compliance with
product laws or patent regulations

Legal
Compliance

At

R
o
-
4
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Material issue objectives and performance

Kaori is committed to product R&D and innovation, R&D patent achievements, product quality management,
legal compliance, etc. The following table shows the degree of achievement of important goals and
performance in the past two years:

Product Quality Management

2024 Performance Targets 2023 Performance Targets Achieved in 2023

Brazed Plate Pass the ISO 9001 Quality Pass the ISO 9001 Quality
Heat Exchanger Management System Management System 87 points — Achieved
Department certification every year certification every year
¢ Pass the ISO 9001
® Pass the ISO 9001 Quality ® Pass the ISO 9001 Quality Quality Management
Management System Management System System certification every
certification every year certification every year year — Achieved

Fuel Cell Business Pass the Aerospace Quality ® Pass the Aerospace Quality ® Pass the Aerospace

Management System AS9100 Management System AS9100 Quality Management
every year every year System AS9100 every
year — Achieved

Pass the ISO 9001 Quality

New Business Pass the ISO 9001 Quality Pass the ISO 9001 Quality
Management System
Development - Management System Management System . .
e o e o certification every year —
Hydrogen Power certification every year certification every year Achieved

New Business The Zigiang Plant began operations in July 2023 and is expected to implement the ISO 9001

Product Innovation and
Q u a I ity M a n ag e m e nt TDhi\;;lglpgfenrtg;/ Quality Management System in 2025.

Compliance

2024 Performance Targets 2023 Performance Targets Achieved in 2023

DECENT WORK AND 9 INDUSTRY, INNOVATION 1 SUSTAINABLE CITIES 'I RESPONSIBLE 13 CLIMATE
ECONOMIC GROWTH AND INFRASTRUCTURE AND COMMUNITIES CONSUMPTION ACTION N . . . f
AND PRODUCTION 0 cases of non-compliance with product- 0 cases of non-compliance with product-labeling

labeling laws or patent regulations laws or patent regulations
i || & ||ais]|cO || : : :
(g ]:[25153]

0 cases — Achieved
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4.1 Development of innovative products

Material issues Management Approach

Policy Explore new application areas and develop low-carbon green energy solutions based on the
Company's core technologies.

Goal To protect the Company's intellectual property, enhance product competitiveness, enhance the quality
of patents, and optimize the Company's intellectual property management and operations.

Commitment Actively improve production technology and production capacity scale, maintain the
N bt o Company's manufacturing cost advantage, and enhance overall production and marketing
competitiveness.

Measures

® Established a "Patent Review Committee" composed of R&D managers, business unit managers, and
legal/intellectual property managers.

Innovative R&D e pevelop a "Patent Application and Incentive Policy" to encourage employees to focus on innovation and
research.

* Explore energy-saving solutions for the vacuum furnace, a key piece of production equipment, to reduce
the production process's carbon emissions.

* Introduce ISO 14067 for product carbon footprint to grasp the status of life cycle carbon emissions and
formulate reduction plans.

® Strengthen employee on-the-job training and actively recruit outstanding talents externally.

Kaori prides itself for being able to persistently innovate and support the industry's transition to net zero
emissions.

L
1970 1994 2021

Brazed plate heat Hydrogen fuel cell Immersion cooling Low-carbon X circular
exchanger system economy

Thermal treatment

Four core business units: Fulfill the United Nations Sustainable Development Goals (SDGs)

Heat Exchanger
Business Unit

‘“ SUSTAINABLE CITIES
AND COMMUNITIES

alie

12 RESPONSIBLE
CONSUMPTION

AND PRODUCTION

QO

CLIMATE
ACTION

Fuel Cell
Business Unit

AFFORDABLE AND
CLEAN ENERGY

vy
Cd

~,
-’ ~

)\

1 SUSTAINABLE CITIES
AND COMMUNITIES

Ale

12 RESPONSIBLE 13 CLIMATE
CONSUMPTION ACTION

AND PRODUCTION

Hydrogen Energy
Business Unit

AFFORDABLE AND
CLEAN ENERGY

11 SUSTAINABLE CITIES
/AND COMMUNITIES

abe

CLIMATE
13 ACTION

Business Unit

Energy Managemert

9 INDUSTRY, INNOVATION
AND INFRASTRUCTURE

&3

11 SUSTAINABLE CITIES
/AND COMMUNITIES

Ale

12 RESPONSIBLE 13 CLIMATE
CONSUMPTION ACTION

AND PRODUCTION

Product Innovation and Quality Management

4.1.1 Sustainable products and services

% [ Ji-iF Iﬁ

’(ﬂn KAORI i )
ey © ® I=
r ia O}
2 5% e
[ o | & |Im i

Brazed Plate Heat Exchangers

Featuring wave patterns stamped on 304 or 316 stainless steel materials, Kaori's brazed plate heat exchangers are
made through multi-point brazing of stainless steel with copper or nickel in a vacuum furnace, thereby allowing them to
operate under extreme pressure in a very small chassis while making them especially suitable for refrigeration and air
conditioning systems. Meanwhile, the wave patterns stack on top of each other to form conduits that create a turbulent
flow of the coolant even at low flow speeds. This enables the heat exchangers to achieve high thermal conduction
efficiency in a small heat transfer area. In systems that require high efficiency, the use of brazed plate heat exchangers
may further increase the coefficient of performance (COP) and reduce the overall space needed to install the modules,
which in turn lessens the need for fluorinated greenhouse gases (F-GHG) and is a more efficient and environment-
friendly design.

Industrial Applications

*Semiconductors and electronics
*Medical equipment

°Air conditioning
*Transportation

*Refrigeration
*Data centers

Sustainable Development Highlights

® The first heat exchanger manufacturer in Taiwan to pass ISO 14067 carbon footprint third-party inspection.
(The certificate is shown on the right)

¢ Digitalization of product manuals.
¢ Continue to develop low-carbon stainless steel in a diversified manner, which can reduce bsi. ®) ¥

°Energy and utilities °*Machinery

carbon emissions by 95%. Opinlon Statement
® Assist overseas customers in obtaining local quality certification. ==
R
174

e SV 8
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KAORI Chapter4 Product Innovation and Quality Management

Gasket Plate Heat Exchangers Reformed methanol/hydrogen PSA system
Offers better heat conduction in a smaller size compared to spiral type or
shell and tube type heat exchangers. With proper design, gasket plate heat
exchangers can be more efficient at transferring heat and easier to clean,
maintain, disassemble, and install while retaining the potential for capacity
expansion.

The hydrogen generator takes in a methanol solution and applies a process
called pressure swing absorption (PSA) to purify and generate high-purity
hydrogen (99.999%). It is widely used in industrial processes that make
use of the gases generated, such as hydrogen reduction furnaces, heat
treatment furnaces, semiconductors, and optoelectronics.

* 30-4.5 m*hour

* Generates hydrogen at low pressure (<5 kg/cm?) with rigorous safety
protection

® Uses methanol (<59%) as the raw material; the hydrogen produced can
be used immediately and does not require a hydrogen storage tank

® Replaces pressurized hydrogen canisters; equipment investments can
be recovered in as little as six months

Industry Applications

°Petrochemical plants *QOil refineries *Steel °Power generation *Freight *Semiconductors *Metal
processing *Food *Refrigeration

Reformed Methanol/Proton Exchange Membrane (PEM) Fuel Cell

Sustainable Development Highlights System/Ammonia Fuel Cell (AFC) System
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® System size is 30-50% smaller compared to products of equivalent
grade

® Energy consumption 0.5 kW and noise <65 dB (at 5 kW output)

® CO emission £20 ppm (low exhaust; no NOx and SOx)

® Safe and stable: Overall power and thermal efficiency >85%; continuous
operation for >72hr

® Applications: Backup power for remote areas or disaster sites; reserve
power for critical facilities

® Energy efficiency and conservation:
The special pattern design enables a high level of turbulent flow even at low flow speeds, therefore delivering a
number of advantages including efficient heat transfer, reusability, and a longer lifespan of at least 10 years.

® Heat recycling:
Data centers, for example, may use a combination of immersion liquid cooling and gasket plate heat exchangers to
recycle heat and increase overall energy efficiency by more than 40%.

Critical SOFC Components

High-efficiency Fuel Cell Recuperators

Heat-resistant nickel-base superalloys are assembled using
Kaori's proprietary brazing technology in conjunction with
advanced TIG welding to allow heat transfer under high
temperatures. The material achieves a thermal cycle efficiency
of 60%. This demonstration of exceptional brazing and

TIG welding techniques has gained recognition from green
manufacturers worldwide and made Kaori a long-term strategic
partner.

Industrial Waste Hydrogen Purification/Recycling System

® Recycling and reuse: Eliminates the need to remove hydrogen or
transport hydrogen in pressurized form; approximately 70% is recycled,
which lowers carbon emissions

® Greatly reduces the need to supply hydrogen through tankers/canisters;
can be replaced with Kaori's methanol hydrogen generators

® Recovery period of equipment investment is about 2.5 years

Industry Applications

A solid oxide fuel cell (SOFC) is a form of distributed energy system which involves generating and supplying power

directly to local users based on their requirements. Kaori's solutions offer a high degree of versatility that make them
suitable for medium- and small-size energy conversion systems of various purposes. Ships, for example, may install fuel W—» [ Pre-processing device ]—~ Compressor

cell power systems to replace diesel power.
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Sustainable Development Highlights

® Advantages such as high performance, stability, low emissions, zero pollution, waterless, and long lifespan have been Reaction area \
validated through commercial operation by reputable customers for more than 10 years.

® Thermal reactors for high capacity SOFCs increase power generation efficiency to 65% from the previous generation.
® Thermal reactors have been developed for hydrogen generation and energy storage.

® Application in vessels helps the shipping industry achieve energy and carbon reduction goals. Bure ‘
hydrogen

Waste hydrogen recycling]

and purification system

S
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Organic Solvent Hydrocracking System

By treating organic solvent waste, hydrogen can be recycled and reused

to generate base load power. Waste silicon from semiconductors and solar
panels can be processed to produce hydrogen at 99.9% purity; using Kaori's
purification system, the level of purity can be increased to 99.999%, which
makes the hydrogen usable for industrial and power generation applications.

Industry Applications

® Supports hydrogen-based production procedures or by-product hydrogen: For example, hydrogen reduction furnaces,
heat treatment furnaces, semiconductors, optoelectronics, powder metallurgy, metal wires, and steel industries.

® Organic solvent waste fluids of the electronics industry (semiconductors, circuitry, LCD panel, etc.) can be pre-
processed and cracked at high temperature to separate hydrogen for power or heat.

Sustainable Development Highlights

Ammonia cracking and hydro power: Clean energy research involving the use of ammonia as hydrogen fuel carrier
has gained popularity around the world in recent years due to the ease of storage, ease of transportation, and better
economic viability of ammonia compared to hydrogen.

Immersion Liquid Cooling System

Kaori's Thermal Energy Business has come up with an immersion liquid
cooling system to cool the increasing number of cloud data center servers
worldwide. Immersion liquid cooling systems can quickly disseminate
heat buildup from high-performance computing in data center servers.
When used in conjunction with Kaori's plate heat exchanger, power usage
effectiveness (PUE) can be kept below 1.1.

Industrial Applications

Cloud services/5G communication, Edge computing, Data centers, Semiconductor EDA, Atrtificial intelligence, Blockchain,
Cryptocurrency (mining), Electric vehicle battery cooling

Sustainable Development Highlights

Power usage effectiveness (PUE) is an internationally accepted metric for measuring the power efficiency of data
centers. PUE is calculated by dividing the total data center power draw by the total IT equipment power draw. A low PUE
indicates that the data center requires less power for cooling, which suggests lower power consumption and greater
environmental friendliness.

® China's first data center with 5A green rating uses single-phase immersion cooling technology with insulated coolant
to achieve high-efficiency cooling without the need for fans, air conditioners, or chillers. The solution reduces power
used in cooling by 70% and lowers the PUE to 1.09.

Product Innovation and Quality Management = s—

4.2 Strategic Goals for New Products and Technologies

Kaori has implemented several strategies to address global climate change and align with corporate
transformation efforts. The Company continues to research and develop green, sustainable products. The
policies and management approaches for related products are as follows:

Material issues Management Approach

Policy Research and develop low-carbon, green energy sustainable products in the field of
innovative technology applications to meet future customer needs.

Goal Leverage collaboration with customers and suppliers to effectively utilize external resources
and establish industry-academia partnerships. This diverse approach will guide the future
planning of sustainable products and enhance the added value of the Company's products.

Commitment Plan and enhance the added value of products through due diligence and early

0

Eg warning communication methods, effectively increasing the Company's profitability %z,g §

. e . aQ

and enhancing the overall competitiveness of production and sales. épos3

253

< o

) Measures = g
Sustainable °

Established a "Patent Review Committee" composed of R&D managers, business unit

managers, and legal/intellectual property managers.

* Develop a "Patent Application and Incentive Policy" to encourage employees to focus on
innovation and research.

¢ Introduce the ISO 14064-1:2018 for greenhouse gas inventory to identify high carbon-emitting
equipment or processes and effectively reduce carbon emissions.

® Introduce ISO 14067:2018 for product carbon footprint to grasp the status of life cycle carbon
emissions and formulate reduction plans.

® Strengthen employee on-the-job training and actively recruit outstanding talents externally.

Products

Collaborative Development

® Technology Development Procedures

Kaori actively gathers the voices of customers and involves customers in the early stage of product
development as a way to continually improve product creativity, design, and technological capacity. These
involvements are useful for gaining insights into customers' core requirements, so that the Company can
focus its development efforts on solving customers' problems. It has been a key factor to the success

of the Company's product and technology development efforts. Customized solutions currently take

up the majority of Kaori's development resources. As national policies and industry standards evolve,

the Company will be able to introduce standardized product development processes and automated
production lines.

7
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e Standard product development procedures:

Customers' needs Proposal review R&D review Trial production/  Validation for mass Commencement of

validation/review production mass production

Brazed Plate Heat Exchangers

—_

. For the growing heat pump market, Kaori will introduce asymmetric flow design into different models to
support a greater range of heat pump applications, thereby reducing the use of both natural and HFO
coolants while increasing equipment COP.

. More attention will be directed to improving the plate pattern design for optimal flow resistance, which
increases heat exchange efficiency in less surface to achieve better performance.

N

Hydrogen Power Clean Energy

—_

. Kaori cooperates with customers on various projects to increase product performance and is committed
to promoting hydrogen power circular economy, so that customers may realize the energy and carbon
reduction potential of SOFCs.

. Hydrogen application is an important step to reducing carbon. Kaori hopes to first demonstrate the viability
of the technology within the domestic market, and then export whole systems over the medium and long
term while placing emphasis on the development of the hydrogen supply chain and potential applications
on a global scale to create a new industry altogether.

. Kaori is exploring ways to use hydrogen power for carbon reduction using existing resources and the
foundation of the industry. Attention will be paid to using zero/low-carbon fuel and scaling the production
of green hydrogen and blue hydrogen as means to achieve carbon reduction goals.

. Fuel cells are the mainstream solution of the future. They will grow in popularity in household use and
backup power over the short term and make their way into cogeneration over the long term.

N

w

N

Immersion Liquid Cooling Technology

1. Engage critical CPU/GPU partners in more in-depth collaboration.
2. Seek technology certifications with server manufacturers.

Industry-Academia Partnerships

® Industry-academia collaboration:

1. Kaori cooperates with National Central University and National Yang Ming Chiao Tung University
to simulate and optimize the flow field and heat transfer within plate heat exchangers. A simulation
model was developed in 2021 based on research data, and simulations on single-phase flow field
were completed and validated in 2022. Kaori expects to progress into the simulation and validation of
vaporization and condensation in two-phase heat transfer between 2023 and 2024.

Product Innovation and Quality Management

2. In 2022, Kaori cooperated with National Yang Ming Chiao Tung University on a study commissioned by
the Ministry of Science and Technology titled “Experiment and analysis of two-phase flow data in brazed
plate heat exchangers”, in which the researchers simulated and validated heat transfer in a two-phase
flow setup in an attempt to improve the accuracy of measurements.

3. In 2022, Kaori cooperated with National Central University on the study of boiling heat transfer in hybrid
pattern plate heat exchangers, in which the researchers used different methods of flow resistance to
increase the evenness of the boil.

4. With regards to the optimization of new coolant systems, Kaori expects to test and determine a
segregation design that achieves optimal distribution using different flow resistance in 2023, which will
help improve the efficiency of plate heat exchangers.

® Professional talent:

Development of liquid CDUs for vertical-type and horizontal-type cloud data server cabinets requires
professional knowledge in heat flows, mechanical engineering, and system control. Kaori was able
to acquire seven R&D employees possessing the above expertise in 2021, two in heat flows, three in
mechanical engineering, and two in system control.

® Intensive training:

Kaori invites professors from National Yang Ming Chiao Tung University and National Central University to
organize professional courses according to product development needs.

® Professional associations:

Kaori assigns R&D personnel to take part in forums organized by the Taiwan Thermal Management
Association and the Cloud Computing & loT Association on a regular basis, so that they can keep up-to-
date with industry trends and obtain the latest information.

Future Development Plans

Plate heat exchangers Hydrogen Power Clean Energy

® Heat exchangers for fuel cell-related ® Thermal reactors for high-capacity SOFCs
applications * Thermal reactors for hydrogen generation
* Heat exchangers for fresh water supply * Development and validation of pre-processing,

® Heat exchangers for heat pumps

® Electric vehicle battery cooling modules and
heat pumps/exchangers

For some of the above projects, the department
will work with suppliers to develop materials and
brazing alloys, and it will take advantage of the
special characteristics of new materials to resolve
issues when used in certain industries. For one of
the projects above, the department will cooperate
with a customer on a special design to improve
heat pump efficiency, increase COP, and lower
coolant requirements.

cracking, and purification systems for hydrogen
generation from industrial organic solvent waste

® Clean energy research involving the use of
ammonia as hydrogen fuel carrier

Immersion liquid cooling systems

Cooperate with server manufacturers and
upstream parts suppliers for product validation
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KAORI Chapter4

4.3 Professional technology

2023 R&D Program Development Status

* Development of hydrogen production and carbon capture equipment from natural
gas pyrolysis

R&D Period °* From Q4 2023

Program Name

® Develop pyrolysis reactors and corresponding systems.

Research Purpose ® Reduce energy consumption

* Develop an appropriate CH4 Pyrolysis method to precipitate and concentrate solid
Research Content carbon during the hydrogen production process to prevent the formation of CO or
COo2.

Current progress (research ~ ® Established testing system for catalysts
results) ® Forms of basic reactors already built

Whether a patent name has

been obtained ® Application in progress

4.4 Achievements in trade secret protection

Kaori understands that trade secrets are the key to the industry's sustainable development. In addition to
taking protective measures to actively defend trade secrets, Kaori complies with the ISO 9001 "Technical
Secrets Documentation Management Method" and "Document and Record Management Procedures” to
implement the management system's responsibilities and maintain industrial competitiveness.

4.5 Quality management

Material issues Management Approach

Policy Quality excellence at reduced costs. Timely delivery and satisfied customers

Goal Offer safe and reliable products and services in conformity with customers' needs and the
requirements of applicable laws.

oriented approach to enhance the effectiveness and efficiency of departmental

Commitment To establish preventive control, minimize negative impacts, and use a process-
processes.

<A

Product quality Measures

® Comply with ISO 9001:2015 quality management system and pass certification every year

® Comply with AS9100:D Aerospace Quality Management System and pass the certification every
year

® No violation of EU Restriction of Hazardous Substances Directive (RoHS)

® No violation of REACH SVHC prohibition

Kaori has developed its own quality management system in accordance with ISO 9001:2015 Quality
Management System and implemented a series of management procedures and operational guidelines to
guide quality management practices throughout the Company. Furthermore, Kaori has open communication
channels in place to gather customers' opinions, quality feedback, audit findings, etc., for ongoing
improvements. The Company will continue listening to customers' voices and adopting total quality
management to satisfy customers' needs.

Product Innovation and Quality Management

All product business departments of the Company are committed to obtaining and maintaining certification
for international quality management systems for all products developed and produced. The Fuel Cell
Business passed certification for AS9100:D, the latest quality management system standards for the
aerospace industry, in February 2022, whereas other business departments have all passed certification
for ISO 9001:2015, the latest international quality management system standards, in 2020. At Kaori, we
make persistent improvements to provide customers with the best quality and most trusted products and
services. Kaori remains committed to its customer-centric service philosophy and refrains from all actions
that compromise product quality or endanger customers' safety. By making quality a part of our corporate

culture and employees' conviction, we strive to become customers' trusted partner and work with customers

and suppliers toward sustainability.

The Company encountered zero instances of product recalls due to safety concerns or otherwise in 2023
and suffered no financial losses from lawsuits concerning product safety.

Quality Management Procedures

To ensure the quality of its products and services, Kaori adopts the process-oriented approach of the
International Organization for Standardization (ISO) to improve the quality performance of various
departments. By implementing the Plan, Do, Check, and Act (PDCA) cycle, the Company continues to
optimize its processes and enforce preventive control with a risk focus.

® Process-oriented approach:

From order taking, production, inspection, and shipment, Kaori applies standardized procedures and
delivers products and services to customers' satisfaction.

° PDCA:

Ensure that every process is supported with adequate resources and is properly managed and improved

upon on an ongoing basis.

® Risk perspective:

Adapt to changes in the internal and external environments, minimize probability of decision errors, and
prevent possible losses; aim for total anticipation of opportunities and risks, and perform effective damage
control after the occurrence of risk events for business continuity.
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New Business Development - Thermal Energy

® [SO 9001
* 1SO 45001 ® Design, development, and
* |SO 16064-1 verification
® Preliminary risk and hazard
assessment

® High level of customization

Management
system

Water-cooling
system
requirements

Ongoing
improvement

Quality Management
System

® Personnel training

® Improvement plans
and rewards R

® Risk and hazard analysis and
handling

¢ Selection of recyclable and
recycled material parts

® Product and environmental
hazard labeling

® QC engineering drawings
e Statistical analysis of

anomalies
® Improvement and corrective ) ° H'c_lzar_dous substance cer-
actions Production Supplier tifications (ROHS/REACH)

® Graded Management of
Suppliers

control

® Implementation of TPM control

Fuel Cell Business

® Customer requirements, regulations,
laws and regulations

® Third-party certification

® Enhancement of
1ISO 9001 Quality
management systems
® Enhancement of
AS9100D Quality
management systems
® Internal and external
audits

Production procedures
Process and product
verification

Customer certification

Quality system

management %

Fuel cell OEM
requirements

Ongoing
improvement

Quality Management
System

® Control plan and work
instruction

® |nitial product quality

planning
* |QC/IPQC/FQC/0QC ® Process and product
control verification

® Submit PPAP to

Aerospace customers for approval

parts OEM
requirements

Production and
quality control 0’

9

V_O

Supplier
management

® Incoming material quality management
® Regular supplier evaluations
® Supplier audit confirmation

Product Innovation and Quality Management

Promotion of Quality Awareness

Quality awareness is defined as how the employees, leaders, and managers of a business perceive and

act in relation to the quality of their offerings. It is a common language that employees use to communicate
in daily work activities, a value that inspires our behavior to the outside world, and a standard by which we
measure our performance. By changing how employees perceive the work they do from within, we help them
develop proper habits, which in turn contributes to the further strengthening of the quality culture.

Quality is key to the continuity of a business. It requires contribution from all employees and takes
persistence in making improvements in order to satisfy customers' needs and accomplish corporate targets.
There are also many aspects to quality, and under-performance in any aspect will compromise customer
satisfaction and threaten business survival.

The Company holds the conviction that workforce competence is critical to the quality of products and
services offered. Through education and training, the Company aims to develop strong quality awareness
and consistent quality goals across employees. Kaori organizes a variety of training courses to improve the
quality of products and services provided; progress for 2023 is summarized below:

® 100% of new recruits passed general knowledge training
® 100% of employees completed training for ISO 9001, AS9100, and ISO 14001 quality systems

® 100% of employees completed specialist training; training courses were organized to educate employees
on instrument calibration, ionizing radiation protection, legal requirements, etc., and to qualify those that
require professional certification.

Quality Assurance

To bring traceability into the products manufactured, Kaori has adopted an enterprise resource planning (ERP)
system and a manufacturing execution system (MES) that digitally integrates all processes from material
purchase, storage, production, and quality management to financial management. These systems record the
details of every production stage and ensure that accurate data can be generated quickly to support Kaori's
commitment to quality assurance.

1. Site Management
2. Safety management: 5S activities

LIL
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Organize SEIRI SEITON SEISO SEIKETSU SHITSUKE

Separate useful
items from useless
items, and dispose
of useless items.

Place useful items Clean the workplace Implement standards All members of the

neatly and in the and prevent and rules for the 3S  organization shall

appropriate quantity,  pollution. above, and enforce  follow rules and

and label clearly. accordingly to deliver develop proper
results. habits.
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Operations management

1. Standardized operations: standard operating procedures.

2. Skill training: skill training and evaluation; skill evaluation standards, skill development program, and
skill training standards.

3. Improvements: A suggestion system has been implemented to encourage improvement plans for
accomplishing business goals.

Quality management

1. Management during normal circumstances: Quality assurance standards have been implemented for
operational staff and managers.

2. Responses in the event of abnormal occurrences (whether discovered internally or externally): The
Company has standard responses in place to respond to abnormal occurrences of which all employees
have been made aware.

Equipment management

Total productive maintenance (TPM): includes equipment inspection standards, inspection charts,
inspection cycles, responses to equipment malfunction, and training materials for operators (work
commencement checks, inspection standards, training data, etc.).

On-Site Education and Training

1. On-site education: Kaori highlights and discusses abnormal issues in daily morning meetings and takes
improvement measures and follows up on progress afterwards

2. Special-purpose training: abnormal occurrences are analyzed and shared internally as case studies

3. Specialist training: instrument calibration, internal audit, pre-brazing preparations, post-brazing test,
incoming quality control (IQC), final quality control (FQC), etc.

Product Innovation and Quality Management

Quality Improvement Highlights for 2023

Kaori encourages all employees to participate in making persistent improvements and promotes
quality awareness as a way to unite and motivate employees. An incentive program called “Quality
Improvement Proposal” has been implemented to guide and encourage employees toward innovative
thinking. The program invites all employees to contribute new ideas on ways to improve quality and
business management, whether in terms of processes, products, or the organization, so that the
organization can strive toward excellence and ensure continuity. In 2023, a total of 32 improvements
were made.

Highlight of the proposed improvement: Placing semi-finished products on trolleys

Purpose: To address two of the seven major production wastes: 1. Transportation waste and 2. Motion
waste.

The status before improvement The result after improvement

1. The implementation of safety gate designs and
layered visual management.

1. Products stacked and transported without
protective measures may tip over and fall.

2. Atfter stacking, the serial numbers of each tray
cannot be identified, and each layer must be
searched.
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Sustainable Supply Chain Management

In order to establish a sustainable supply chain, in addition to complying with laws and regulations and
ethical procurement, Kaori assists in sustainable management of the supply chain, and has short-, medium-
and long-term sustainable management goals and work plans as follows:

Timeline

Sustainable

supply
chain

Short-term metrics (2023 - 2024)

The average rating of qualified
suppliers is 80 points and above.

Suppliers are required to
conduct self-assessment
through the "Supplier
Sustainability Self-Assessment
Questionnaire."

The goal is to have 11 suppliers
complete the questionnaire.

Compliance with the RBA Code
of Conduct

Request suppliers to sign the
"Supplier Code of Conduct" as
the basis for implementation,
and achieve the goal of 100%

Material issue objectives and performance:

Medium-term metrics (2025-
2028)

The average rating of qualified
suppliers is 85 points and above.

Suppliers are required to
conduct self-assessment
through the "Supplier
Sustainability Self-Assessment
Questionnaire."

The goal is to have 15 suppliers
complete the questionnaire.

Compliance with the RBA Code
of Conduct

Request suppliers to sign the
"Supplier Code of Conduct" as
the basis for implementation,
and achieve the goal of 100%

Long-term metrics (after 2029)

The average rating of qualified
suppliers is 90 points and
above.

Suppliers are required to
conduct self-assessment
through the "Supplier
Sustainability Self-
Assessment Questionnaire."
The goal is to have 20
suppliers complete the
questionnaire.

Compliance with the RBA
Code of Conduct

Request suppliers to sign
the "Supplier Code of
Conduct" as the basis for
implementation, and achieve
the goal of 100%

juswabeuep ureyd
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In addition to achieving regulatory compliance and ethical procurement, Kaori has defined the material issues
and performance as follows:

2024 Goals 2023 Goals 2023 Performance Achievement Level

The average rating of qualified The average rating of qualified

suppliers is 80 points. suppliers is 80 points and above. Average score of 93.6 — Achieved

All suppliers have signed the code  All suppliers have signed the code All suppliers have signed the code of
of conduct, achieving a 100% of conduct, achieving a 100% conduct, achieving a 100% completion
completion rate. completion rate. rate. — Achieved

Sustainable Supply Chain
Management

DECENT WORK AND 1 RESPONSIBLE
ECONOMIC GROWTH CONSUMPTION
AND PRODUCTION

o 1leo
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5.1 Supplier Management Policy and Overview

As the general public and global partners have become increasingly aware of corporate social
responsibilities, they now require suppliers/contractors to exert social influence and act in the interest of
social issues, environmental protection, and social responsibilities, in addition to meeting conventional
performance measurements such as product quality, technological capacity, delivery, collaboration, and other
factors directly associated with service and production. Kaori requires new suppliers/contractors and existing
suppliers to comply with social, environmental, economic, and ethical regulations, thereby responding to the
public's expectations.

Suppliers are important partners in Kaori's operations, and in order to promote green products, it is especially
critical for the Company to manage the supply chain at the source. In addition to quality, delivery, and
collaboration, Kaori has also begun assessing suppliers for issues such as worker rights and socioeconomic
contributions. By exerting influence over suppliers, the Company hopes to promote the sustainable growth of
the entire supply chain and enforce sustainability to the benefit of all parties involved.

Supplier Management Policy

® Procurement policy:

Select business partners primarily based on the quality, timeliness, and consistency of goods/services
supplied and their willingness to commit to long-term relationships.

® Supplier selection system:

Kaori conducts annual supply audits for effective management and maintenance of relationships with
qualified suppliers. Suppliers are evaluated on product quality, delivery timing, service, technological
background, and the quality management system. Furthermore, Kaori requires suppliers to present
quality system certificates issued by independent third parties, and to complete questionnaires on the
management of hazardous substances. All raw material suppliers are required to sign a commitment to
ethical conduct and anti-bribery. Suppliers are evaluated not only for the prices they offer, but also for their
overall contribution to Taiwan as well as their ability to complement the Company's role and position. With
the introduction of the sustainable supply chain management system in 2022, Kaori will gradually replace
suppliers that are found to be incompetent, thereby creating a more resilient and sustainable supply chain.

Overview of Supply Chain Partners

Kaori had a total of 824 supply chain partners in 2023 and made purchases amounting to NT$2.9 billion. Of
the purchases made, 72% were for raw materials, followed by outsourced manufacturing. The percentage
of localized purchases (from local suppliers in Taiwan) was reported at 36.2%. Suppliers can be classified
into six main categories: sundry services, outsourced manufacturing, raw materials, consumables and spare
parts, equipment, and components. The upstream consists of steel mills or customer-designated material
suppliers, whereas the downstream consists of small, direct processing plants.

Kaori's suppliers include steel mills and foreign providers of advanced technologies and products, all of
which are capital-intensive businesses and have imposed high standards on environmental protection, green
energy, and public interest. Kaori operates in the midstream of the industry and provides end customers with
products that are processed and assembled from the above-mentioned materials.

Sustainable Supply Chain Management

5.2 Supplier Distribution

In 2023, the distribution of suppliers and procurement spending showed an increase in the purchase of U.S.
goods compared to 2022, primarily due to expenditures on vacuum furnace equipment.

Region Category Purchase amount (NTD) Percentage
Raw materials 113,120,687 4.9%
USA Equipment 117,277,376 5.1%
Components 580,896,794 25.0%
Engineering 49,933,037 2.2%
Outsourced manufacturing 146,526,321 6.3%
Raw materials 157,686,860 6.8%
Domestic
Gas 16,634,032 0.7%
Equipment 34,318,764 1.5%
Components 145,650,154 6.3%
Germany Raw materials 296,854,352 12.8%
Raw materials 166,966,942 7.2%
Japan
Components 26,615,618 1.1%
Raw materials 64,893,918 2.8%
Mainland China
Components 91,138,607 3.9%
Finland Raw materials 153,584,111 6.6%
Malaysia Raw materials 58,614,368 2.5%
The Netherlands Raw materials 56,939,748 2.5%
Italy Raw materials 44,535,990 1.9%
Total 2,322,187,679
2.5%e * 19% 2.2% 079
2.5% 6.3% « 7%
6.6% 6.5% o
6.7%
Percentage of Percentage of
8% purchases from * 34.9% procurement * 47 9%
global suppliers expenses by
category
12.8% - 36.4%
23.7%
W usa M Japan Malaysia B Raw materials [l Outsourced manufa
Domestic Mainland China [l The Netherlands Components Engineering
[ Germany Finland | ltaly [0 Equipment Gas
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5.3 Establishment of a sustainable supply chain

Steps of Sustainable Supply Chain Management

® Ongoing enforcement of
sustainable development plan

Sustainable
Development Plan

Sustainable Supply Chain
Implementation of
Management Practices

® Disclose the current
state of supply
chain management
and respond to
stakeholders

o Timely
adjustment and
update of the
questionnaire
design

Identification of
Material Issues

Data Disclosure

T
S

@ Increase the
number and
percentage of
suppliers under

Sustainability document review

Review

Sustainable Supply Chain Management System

1. Establishment of a supplier management system

Conduct a thorough inventory of existing procurement policies and documents, strengthen the "Supplier
Control Procedures", and explicitly add a "New Supplier Sustainability Evaluation Form" to evaluate
suppliers who can better comply with the sustainable policy and grow together. For existing suppliers, we
have also explicitly signed the "Supplier Code of Conduct" to move towards better corporate governance
together with suppliers.

Sustainable Supply Chain Management

2. Supplier Sustainability Review
Score Overview

* |n 2023, a total of 30 suppliers filled out the 23
supplier sustainability evaluation form, and
the return review rate was 100%.

® Suppliers averaged a score of 44.7; a total of
7 suppliers (23%) scored above 60. More than
doubled from 2022. With Kaori's promotion,
more and more suppliers are willing to
implement sustainability management. The
proportion of suppliers in the lowest score
range has decreased from 40% in 2022 to
27%, indicating that those who returned the
evaluation forms are gradually becoming N
more familiar with these issues.

® Governance, social, and environmental
issues:

Suppliers scored highest in the governance
aspect and lowest in the environmental aspect M >60 60-30 <30

27% j

Score distribution
range

® Score distribution by category:

"Compliance," "Quality management." and "Supplier management" were the categories that suppliers
scored the highest in, indicating that suppliers have undertaken robust management practices with
regards to compliance, quality, and supplier management. "Greenhouse gas management." "Energy
management," and "Environmental management system" were the categories that suppliers scored

the lowest in. Many scores in the environmental aspect were lower than average, indicating room for
improvement; occupational safety is an issue that all suppliers must pay attention to, and it will be at the
top of Kaori's requirements.

5 Quality management
4 Supplier management

L B
Compliance
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3. Future Improvement Plans

e Kaori will help respondents understand the content of the questionnaire and guide them through
the instructions while answering whatever queries they may have.
Low score group  ® Respondents will be given more time to reply, as well as reminders and assistance to prepare
(40 and below) supporting information.
® Provide additional resources (e.g.: external courses and materials) will be provided to help
suppliers develop relevant systems.

® Prioritize the quantity allocated to orders.

® Suppliers will be offered suggestions to devise development plans over several stages and
to improve documentation or practices in areas of weakness identified through the scoring
exercise.

Medium score

group
(40 and above)

4. Future Sustainability Supply Chain Management Roadmap
I. Enhance sustainability performance, make transparent disclosures, and respond to stakeholders
II. Implement a supplier ESG risk evaluation and tracking system
lll. Increase coverage of supplier ESG review
IV. Implement the management framework of the ISO 20400 Sustainable Procurement Guidelines

Coordinate with suppliers to achieve the circular economy and supply chain carbon reduction. Draw product
life cycle charts and identify emission hot spots through carbon footprint surveys, and make preparations for

the circular economy and low-carbon products.
4 ) 4
N _/ \ J - _J

Enforcement of supply
chain coordination

~N

Introduction of ISO
20400 management

Enhanced Introduction of supplier Increase coverage of
performance ESG supplier ESG review

Transparency of Risk assessment and framework ® Circular economy
disclosure tracking system ! Supply chain
Response to carbon reduction
stakeholders ‘ L

Draw product life cycle charts, identify emission hot spots through surveys and make preparations for the circular

economy and low-carbon products

Sustainable Supply Chain Management

5.4 Graded Management of Suppliers

Ratings of qualified suppliers:

Preface Evaluation category Direct material proportion Evaluation unit
1 Quality evaluation 50% Quality control
2 Delivery time 50% Procurement

evaluation

Judgment and disposal of the evaluation results:

Evaluation . . -
ErEake Scoring Judgment and Disposition
A Score 270 * Qualified suppliers
B 70> Score 260 ¢ Monitored suppliers Implement simulated improvements for lower-scoring

items.

* Improvement is required within a set deadline for the first time, and the
Company may consider reducing the order volume. And take supporting
measures.

® Transactions are ceased for receiving consecutive low scores.

C Score <60

2023 Raw materials/parts supplier delivery count and grades:

Grade A Grade B Grade C Grade D Total

58 0 0 0 58

Qualified Supplier Audit:

Audit frequency is determined based on supplier evaluation performance, with an audit plan for the following
year.

Number
of audits
conducted:

Major : S : Number of
S Minor deficiencies Recommendations .
deficiencies outstanding cases

Case closure rate

6 0 0 1" 0 100%
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5.5 Relationships with suppliers

Kaori cooperates with suppliers and divides suppliers according to the type of procurement: raw material
suppliers, equipment suppliers, parts suppliers, engineering suppliers, factory/waste suppliers, and general
suppliers.

Currently qualified suppliers (top 80% in annual procurement amount): 17 domestic suppliers, accounting for
48.6%, and 18 foreign suppliers, accounting for 51.4%, for a total of 35 suppliers.

Engineering Gas Outsourcgd Total
manufacturing

Raw . Parts and
. Equipment :
materials accessories

Type of supplier

Total number of 15 2 1 1 1 5 35
suppliers

Percentage 42.9% 5.7% 31.4% 2.9% 2.9% 14.3% 100%

Local Procurement

In terms of local procurement strategy, Kaori selects excellent local manufacturers. Refers to suppliers
whose manufacturing plants are located in the same country as Kaori's production sites (Zhongli Plant/
Kaohsiung Plant), and to support Taiwan's local economy and employment opportunities, local suppliers are
preferred in procurement efforts over the years. This strategy effectively implements material localization,
reduces unnecessary air or sea freight costs, and lowers the carbon footprint generated during material
transportation. This approach fulfills our environmental responsibility of energy conservation and carbon
reduction and directly reduces procurement costs.

5.6 Suppliers' implementation of social responsibilities

The Company has established the Supplier CSR Code of Conduct in accordance with the Responsible
Business Alliance (RBA) as the basic value for managing the supply chain. This Code covers labor, health
and safety, environmental standards, business ethics, and management systems to ensure that suppliers
work in a safe environment, employees are treated with respect and dignity, and business operations

are environmentally friendly and ethical. The Company requires suppliers to avoid risks related to the
environment, human rights/labor, corporate ethics, and labor standards, as well as prevent production
stoppages caused by strikes in advance, and establish a relationship of co-existence and co-prosperity with
suppliers.

Kaori requires new suppliers to follow the RBA Code of Conduct and sign the "Supplier Code of Conduct
Declaration," pledging that all activities comply with relevant laws and ethical standards. We communicate
Kaori's sustainability management policies to our suppliers and ensure they continuously meet our
expectations through formal agreements.

In 2023, a total of 142 suppliers signed the commitment letter.

Supplier Code of Conduct Declaration

Highlights

Ensure the safety of the supply chain work environment, ensure that employees are respected, and implement
business activities in compliance with environmental protection and ethical requirements, in terms of labor, health and
safety, environment, business ethics, and management system. Ensure that all business activities comply with this
Code, protect labor rights, and treat them with dignity and respect. Establish a healthy and safe work environment
free of child labor (the minimum legal age for employment in the country/region).

Sustainable Supply Chain Management

Supplier Environmental and Social Responsibility Mechanism and Delivery Management

Suppliers who need to enter the Company's factories for construction and maintenance must comply with
the relevant supplier specifications and requirements in the purchase contract and order. Environmental
safety personnel manage the procurement operations according to the "Supplier Management Procedures"
and "Contractor Environmental Protection and Safety and Health Management Guidance" and conduct
environmental protection professional audits. New suppliers guarantee that the management of their
production facilities, product manufacturing processes, and the products or services provided do not violate
any relevant laws and regulations. In the procurement contract, they guarantee that all aspects of product
production, manufacturing, labeling, packaging, storage, handling, transportation, import/export, delivery,
installation, commissioning, or service provision are all in compliance with all applicable laws and regulations
of the relevant applicable countries. During the social responsibility audit, new supplier employees are given
reminders, guidance, and audits on working hours/safety/labor disputes.

Comply with Hazardous Substances Management Regulations

In order to maintain health and environmental safety, Kaori has adopted the ISO 9001 quality management
system as the basis for managing the RoHS regulations and hazardous substances required by customers.
At the same time, we are also committed to complying with the requirements of various countries and
customers on chemical substances, and we also require suppliers to comply with regulations on restricted or
prohibited hazardous chemical substances.

Responsible Mineral Procurement

Kaori complies with the Responsible Business Alliance (RBA) and is committed to not purchasing or using
materials from conflict-affected and high-risk areas. The Company communicates its conflict minerals policy
to suppliers, requiring their commitment and compliance. Suppliers are also required to trace the sources

of tantalum, tungsten, tin, gold, and cobalt used in their products. At the same time, suppliers are required

to communicate this policy to their upstream suppliers to fulfill corporate social responsibility. Kaori publicly
discloses its conflict-free minerals policy on its website and integrates it into supplier management. Suppliers
are required to sign a Non-use Conflict Minerals Guarantee, ensuring that all materials, products, or
components delivered to Kaori do not directly or indirectly contain conflict metals.
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Sustainable Environment

Climate change is one of the environmental issues currently of concern to the United Nations, governments,
society, and the business community. Kaori, in accordance with the 2019 Task Force on Climate-related
Financial Disclosures (TCFD) Recommendations established by the International Financial Stability Board,
has set the following governance, strategy, risk management, and metrics and targets for the company, as
outlined in the table below:

Management level Kaori's response measures

° The ESG Committee identifies and prioritizes risks and countermeasures, regularly reports to the

"I-.,{ senior management to review the effectiveness of risk control, and provides decision-making and
O) guidance.
T\i\\ﬁﬂ? * Based on discussions or resolutions by senior management, the ESG Committee formulates policies
\ ﬁ/’ and improvement goals. It assigns the relevant responsible units to adjust operations accordingly.
' The committee reports to the Board of Directors on the status of climate change issues periodically
Governance or as needed, ensuring the Board is aware of and understands the climate change risks the

Company faces.

® The Company evaluates, categorizes, and prioritizes the physical risks that climate change may
pose to its assets. It establishes response strategies along with precise and rigorous preventive
measures and emergency response plans. In the event of a crisis or disaster, the most appropriate
response measures and recovery plans are promptly implemented to mitigate the potential impact of
the disaster and instability.

® In terms of transition risks, we plan and purchase renewable energy and invest in green power
certificates, following the trend of energy diversification and in line with the regulations and goals of
the "Renewable Energy Development Act."

* Based on the TCFD framework, climate risk issues are identified through reports from international
institutions, peer industry analysis, and relevant regulatory research. By using weighted values for
the financial or strategic impact and the likelihood of occurrence, the magnitude of risk is assessed,
and the importance of each risk issue is prioritized.
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Risk management

¢ Reduction of GHG emissions
* Develop renewable energy (such as solar energy)
® Strengthen corporate resilience and performance in response to climate change
Indicators and
targets

In response to climate change issues, Kaori has set the following short, medium, and long-term
environmental management metrics, as outlined in the table below:

Medium-term metrics:

Timeline Short-term goals: (2023 - 2024) Long-term metrics: (after 2029)

(2025 - 2028)

Execute energy and carbon

Sustainable Environment

reduction strategy
0 days of production disruption
caused by the disaster
Conduct greenhouse gas
emissions inventory and
verification

Climate change
and energy
conservation

Installation of renewable energy

0 cases of non-compliance with
waste laws and regulations

t
e 100% of waste is disposed of by
legal operators
Air pollution 0 cases of non-compliance with

air pollution regulations
0 cases of non-compliance with

Power saving 3%

0 days of production disruption
caused by the disaster

Set reduction targets

Installation of renewable energy

0 cases of non-compliance with
waste laws and regulations

100% of waste is disposed of by
legal operators

0 cases of non-compliance with
air pollution regulations

0 cases of non-compliance with

Power saving 5%

0 days of production disruption
caused by the disaster

Internal carbon pricing

Green energy certificate
transaction

0 cases of non-compliance with
waste laws and regulations

100% of waste is disposed of by
legal operators

0 cases of non-compliance with
air pollution regulations

0 cases of non-compliance with

wastewater discharge regulations
0 cases of production loss due to
water restrictions
0 cases of non-compliance
with environmental laws and
regulations

wastewater discharge regulations
0 cases of production loss due to
water restrictions
0 cases of non-compliance
with environmental laws and
regulations

wastewater discharge regulations
0 cases of production loss due to
water restrictions
0 cases of non-compliance
with environmental laws and
regulations

3 GOOD HEALTH 6 CLEAN WATER Water resources

AND WELL-BEING AND SANITATION

o K

RESPONSIBLE CLIMATE
CONSUMPTION 1 ACTION

AND PRODUCTION

Legal
Compliance
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Material issue objectives and performance

Kaori is committed to fulfilling its environmental responsibility and becoming a sustainable business with

continuous improvement. In line with the short-, medium-, and long-term energy-saving and carbon reduction

metrics and related implementation plans mentioned above, we have set and achieved performance
goals over the past two years (as shown in the table below) to reduce potential impacts on society and the

environment.

2024 Goals

° Power saving 3%

2023 Performance

2023 Goals Achievement Level

* Achieved, four
meetings were held.

Execute energy and carbon
reduction strategy

® 0 days of production disruption

Climate change caused by the disaster

0 days of production disruption

caused by the disaster * 0days — Achieved

and energy
conservation e Set GHG reduction targets

Carbon inventory and third-party

P ® Achieved
verification passed

¢ Installation of renewable energy
(Zhongli Plant)

Kaohsiung Plant's solar energy

system launched ° Achieved

Environmental risks

Significant

Energy conservation & carbon
risks reduction.

* Digitalization of process energy
conservation, energy conservation
measures, and digital transformation
of key production equipment

® Green product development by
using low-carbon raw materials and
refining process technologies

® Use reusable eco-friendly tableware
to reduce single-use items

* Replace old equipment and plan to
procure energy-efficient equipment
and implement various improvement
projects

Control
methods

Water resources

Maximize water
resource efficiency
through recycling,
water separation,
and pollution
prevention

Sustainable Environment

Waste management

In 2023, the total weight of waste was
1,122.589 tons.

Establishment of the "Waste
Management Procedures" to regulate
the procedures for the classification,
collection, storage, and disposal of
industrial waste

Increase the proportion of recyclable
waste and reduce the incineration
volume of non-recyclable waste
Strengthen waste reduction and
recycling of product packaging
materials

¢ 0 violation of non-compliance with
waste environmental protection
Waste laws and regulations

0 violation of non-compliance with
waste environmental protection ® (0 cases — Achieved
laws and regulations

management . X
* Proper disposal: 100% of waste is

disposed of by legal operators

100% of waste is disposed of by

® Achieved
legal operators

® 0 violation of non-compliance with

Air pollution air pollution laws and regulations

0 violation of non-compliance with

. . : ® 0 cases — Achieved
air pollution laws and regulations

® 0 cases of non-compliance with
Water resource wastewater discharge regulations

0 cases of non-compliance with

. ) ® 0 cases — Achieved
wastewater discharge regulations

management ® Production loss due to water
restrictions 0 PCS

Production loss due to water

restrictions 0 PCS ® 0PCS — Achieved

The types of climate change risks, potential operational impacts, and adaptation methods are as follows:

Risk Type

Earthquakes, floods,
typhoons, sewage
discharge

Potential operational impacts

Affect production capacity, increase
in operating costs, and decrease in
revenue

Adaptation methods

Establish and improve water resource regulation
Increase water storage capacity to support 3-5
days (3 days during severe drought)

Water tankers to support plants experiencing
water shortages

Inspect process equipment at each plant

) ) . regularly
§ Unable or interrupted delivery, * Wastewater management policy complies with
o) deducted by customer for non- environmental regulations
2 delivery as scheduled « Water tankers t t plant o
B Drought or water Fines for violation of laws and ater tankers 1o support plants experiencing
= . water shortages
@ shortages, power regulations . . .
2 IT systems are supported by an Uninterruptible
o.utages, yvater supply Power Supply (UPS)
mterrugﬂ?ansé power ® Generators are automatically activated to
9 supply emergency power for fire safety needs
Increased electricity consumption ° Promote energy-saving practices and
Rising temperatures leads to an increase in GHG measures; replace lights with energy-efficient
emissions bulbs
* Replacement of outdated and high-energy-
Emissions control Increase in operating costs consuming equipment

- Increase in emissions * Evaluate the production process to monitor and
§ control gas emissions
@
g Distribute the D.e;]/elop green products that align * ESG Committee's decision-making to develop
- roduction of green with current trends green products
S P Diversify production locations in ® Strengthen the implementation of green

products across
different locations

response to customer concerns about
earthquake and geopolitical risks

processes with energy-saving and water-
conserving facilities

6.1 Environmental Policy and Commitment

In terms of environmental policy, Kaori is committed to fulfilling its environmental protection responsibilities
and becoming a sustainable enterprise through continuous improvement:

Regulatory
compliance

Comply with relevant environmental regulations and strive to comply with relevant
international environmental regulations.

Production waste

reduction pollution prevention.

Continue to promote waste reduction in production to achieve the commitment to

Green energy
production

Newly established plants comply with green building regulations and continue to
improve energy conservation and carbon reduction measures.

Recycling strategy

Review and evaluate the recycling and reuse of water, metals, plastics, and chemicals
used in various activities of the Company. Additionally, educate and promote the
importance of resource recycling and environmental awareness among employees

within the plant to enhance their environmental literacy.

Kaori has established an appropriate environmental management system in accordance with ISO
14001:2015 (Figure 1) and set up a dedicated unit to take charge of environmental management and
maintenance. Evaluate the environmental pollution considerations across the product life cycle, and
continuously improve the environmental system through internal management practices to reduce negative

impacts, aiming to contribute to environmental protection. In response to climate change and energy supply

risks, Kaori actively identifies climate change risks such as floods, droughts, typhoons, power outages, and

water shortages.

DNV

In addition, we have introduced the ISO
14064-1:2018 Greenhouse Gas Checklist

kA& N AGENMENT SYSTEM
CERTIFICATE

Statement (Figure 2) to regularly control

“This s to certfy that the management system of

the impact and damage to operations
caused by extreme weather. We have
formulated climate risk adjustment policies
and focused on controlling oil/oil with high

Kaori Heat Treatment Co., Ltd.
(Kaohsiung Plant)

No. 3, Bengong 2nd Rd., Gangshan Dist., Kaohsiung City 820110, Taiwan

has been found to conform to the Environmental Management System standard:
1S0 14001:2015

carbon emissions, actively implementing s s la o e louns s

relevant measures and solutions to reduce
carbon emissions.

In 2023, the Company did not violate
environmental protection laws and =

regulations resulting in penalties from

regulatory authorities. -
Figure 1

Greenhouse Gas Vedfication Stuiement
Ko Haat Teeatmant Co.Lid '/" ’1
i ht Al
(L RE SR ]

Figure 2
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6.2 Management of Climate Change Risks and Opportunities

According to the “Global Risks Report” that the World Economic Forum (WEF) has been publishing on a
yearly basis since 2005, environmental risks have emerged to become the dominant risk category in the
world, with Climate Action Failure and Extreme Weather ranking first in the top-10 list for an extended period
of time. Following the enactment of the Paris Agreement, which aims to control the global temperature
increase within 1.5°C, governments around the world have followed up with their net-zero targets and
introduced new regulations in an attempt to mitigate the impact of climate change. As the challenge of
climate change is increasing day by day, how to cope with the impact of global warming and extreme weather
on business operations has become one of the most urgent issues that deserve our attention.

Since 2021, Kaori has voluntarily adopted the guidelines of the Task Force on Climate-related Financial
Disclosures (TCFD) and followed the four core elements: "governance," "strategy," "risk management,”
and "metrics and targets" recommended by TCFD to identify significant risks and opportunities that climate
change may have on Kaori, followed by response strategies.

In addition to closely monitoring climate change, Kaori has made climate change one of the major

issues for sustainable development and taken the initiative to disclose relevant information according

to the requirements of the report preparation guidelines mentioned above. Through inter-departmental
communication, discussions are made on the possible scenarios, the likely impacts, and the timing of impacts
on Kaori. Each of the scenarios identified is further evaluated to facilitate proper control and response to

the associated risks and opportunities. By adopting a more pro-active governance approach toward climate
change, Kaori takes pragmatic steps to fulfill its sustainability vision.

6.2.1 Procedures for Identifying Climate Change-Related Risks and Opportunities

Kaori devotes ongoing attention to the climate policies and action plans of various industries at home and
abroad and conducts thorough surveys on possible impacts from a number of perspectives including extreme
weather, regulations, and market requirements. By analyzing past experience, the timing and possibility

of future occurrences, and the degree of impact on business operations, reputation, personnel, financial
position, etc., the Company requires all responsible units to propose their own response strategies and

make corresponding adjustments internally while maintaining open and transparent communication with all
stakeholders. Kaori identifies risks and opportunities of climate change by constructing at least two scenarios
and hosts studies and discussions on climate change in the form of workshops. Procedures for identifying
climate change-related risks and opportunities are shown below:

A. B. C.

L
Set climate change scenarios

Two climate change scenarios
have been constructed:
SSP5-8.5: temperature increased

Ml

606

Identify climate risks and
opportunities

Establish a risk and opportunity
matrix,

Evaluate impacts on the
operating environment

Evaluate how climate change
affects and impacts the operating

to 6°C environment and stakeholders Identify climate change risks and
SSP1-2.6: temperature increased opportunities
to 2°C

Sustainable Environment

From the climate change risks and opportunities identified, Kaori further analyzed the “Likelihood” and “Degree
of impact” and shortlisted three high-risk factors and three high-opportunity factors for 2023. Kaori's climate
change risk and opportunity matrix for 2023 is presented below:

Climate Change Risk Matrix

Increasing severity of typhoons,
floods, and extreme events

Competition for critical materials due to the
development of renewable energy sources

Changes in domestic/foreign regulations
/
o
Cost of transition to J.

Rise in average temperature ® low-carbon technology

Customers' rising awareness of environmental protection ®

Increased pricing of GHG emissions ® °
Impact of climate change on supply and transport _~

between the upstream and downstream g
Rising cost of raw materials/commodities

joeduwi jo saibaqg

P Effect of climate change
on insurance costs

0.1 Extreme changes of rainfall and climate patterns @
Mandatory use of renewable energy sources ®

Enactment of greenhouse gas-related laws and guidelines —_
[ J
0.0 0.1 0.2 0.3 0.4 0.5 0.6

Likelihood

Climate Change Opportunity Matrix

0.6

Changes in consumers’ preferences. Entry into new markets °

0.5

. Development and expansion of low-carbon products and services
0.42 Recycling and reuse [ )

03 ©® Use of low-carbon energy sources
' Compliance with international sustainability trends\

Improvement of supply chain resilience and alternative materials }
Innovative development of new products and services

=)
D
(]
=
(1]
(]
o
-
3
T
Q
(2]
-+

0.2
Use of more efficient production Py
and distribution processes

Market expectations for @
low-carbon products and services
0.1

Transformation of customers' industries ®

0.0 0.1 0.2 0.3 0.4 0.5 0.6

Likelihood
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6.2.2 Explanation of Climate Change-Related Risks and Opportunities

List of identified climate change risks

Risk Estimated time

Risk No. Risk category Risk factor

ranking of occurrence

1 001 Transition risk - technology Cost of transition to low-carbon technology =~ Medium-term

2 002 Transition r!sk - policies Changes in domestic/foreign regulations Medium-term
and regulations

3 003 Physical risk - immediate  neréasing severity of typhoons, floods, Short-term

and extreme events

Note: Definition of timeframes: short-term: 2023-2024; medium-term: 2025-2028; long-term: after 2029

¢ Risk 001 - Cost of transition to low-carbon technology

Impact scenario:

The Company will be required to develop products that feature lower carbon footprints to meet the
market's demand, and the transition to lower carbon materials, production procedures, and technologies
would require more resources, manpower, and time to be committed to research and development. Any
attempt to transition to low-carbon products would incur additional investments of R&D resources or
capital or give rise to uncertainties that ultimately increase product costs and reduce revenue.

1. Uncertain access to raw materials:
Kaori has plans to make use of low-carbon materials, but there are limitations associated with
the development and access to low-carbon materials such as eco-friendly steel and copper. Any
Risk impact uncertainty in the supply would make product delivery timelines more difficult to control.
cESsssn=ne - 2. Low-carbon transformation increases costs:
In an attempt to conform to low-carbon requirements, the Company will have to commit R&D

the competitiveness of the Company's products.

Sustainable Environment

® Risk 003 - Increasing severity of typhoons, floods, and extreme events

Impact scenario:

Increasing severity of extreme weather causes weather conditions such as typhoons to occur at stronger
intensities, which results in prolonged floods and power outages that affect factory operations. Bad
weather has the potential to disrupt production activities, reduce capacity, damage equipment, hinder
transportation, disrupt raw material supply, decrease revenue, and increase costs.

1. Delayed delivery:
Extreme weathers affect factory operations and cause disruptions to production activities, raw
materials supply, and transportation. Delivery may be delayed by several days to one week.
2. Impacts to the upstream/downstream:
Extreme weather affects the number of parts delivered by suppliers and causes Kaori to
underdeliver and delay the shipment of goods to customers. Customers' production activities
may be halted as a result.

Risk impact
assessment

Evaluation
eiilizileEll - Increased operating costs, reduced revenue, loss of credibility
impact

6.2.3 Explanation of Climate Change-Related Opportunities

List of identified climate change opportunities

Estimated time of
occurrence

Opportunity  Opportunity

ranking No. Opportunity factor

Opportunity category

1 001 Opportunities - Markets  Entry into new markets Short-term

2 002 Opportunities - _ Development and expansion of low- Medium-term
Products and services  carbon products and services

3 003 Opportunities - Changes in consumers’ preferences Short-term

Products and services

personnel and capital to low-carbon products, which in turn increases the costs and compromises

Evaluation
eiiig=iskElR Y Increased operating costs and reduced revenue
impact

¢ Risk 002 - Changes in domestic/foreign regulations

Impact scenario:

The Company is compelled to acquire new machinery and equipment that conforms with the low-
carbon and environmental protection requirements that governments have enforced through policies and
regulations, and it therefore has to renew existing equipment prematurely. A drastic change of policy or
law would have to be met with additional capital expenditure and incur additional costs on equipment
acquisition and employee training, thereby increasing the costs of the Company.

1. Domestic and foreign carbon taxes:

may incur additional carbon taxes and see costs rise over time.

FELClplesler | 2. Energy management requirements:

assessment New energy regulations demand higher energy efficiency from production equipment, for which
the Company is required to invest in energy conservation and carbon reduction equipment, and
the additional expenditures incurred on fixed assets, talent development, or certification will
ultimately increase product costs.

Carbon pricing systems are taking shape at increasing rates at home and abroad. The Company

Evaluation
eiiilg=liel=lE Y Increase in operating costs
impact

¢ Opportunity 001- Entry into new markets

Impact scenario:

The need to meet energy and carbon reduction requirements presents the Company with exposure to
new markets and different customers, such as the application of fuel cells on ships, hydrogen generation
and energy storage for thermal reactors, and recycling of residual hydrogen for power generation. Kaori
will actively explore the potential of the new markets and expand the range of products offered as well as
customers served for improved revenue and reputation.

1. Access to new opportunities:
In light of the carbon reduction trends around the world, Kaori will engage customers in greater
depth to expand the applications of plate heat exchangers, such as in heat pumps. Exposure
to new customers and new markets offers the potential for increased revenue and improved
reputation.

2. Entry into the hydrogen power market:
Kaori invests persistently into the development of hydrogen power products and has been
assisting customers with their entry into the hydrogen power market. In light of customers' needs
for hydrogen power products, the Company has assigned its Fuel Cell Business to work with
customers on the development of production procedures for SOECs, hydrogen power solutions,
and fuel cells for ships, and to make samples as deemed necessary. Given the significant
increase in shipments and revenue, Kaori is optimistic about the prospect of hydrogen power.

3. Development of immersion cooling modules/systems:
As servers/data centers draw more power, liquid cooling presents a viable solution over the
long term. Kaori's immersion cooling modules/systems offer the potential to increase energy
efficiency, and their persistent development efforts have increased the level of sophistication
of the products, bringing them closer to mass production, which will benefit new markets and
customers.

Opportunity
impact
assessment

Financial
impact Increased revenue and new collaborative opportunities
assessment
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Opportunity 002 - Development and expansion of low-carbon products and services

Impact scenario:

The Company continues to expand its low-carbon product lines to include new products such as SOFCs,
carbon capture solutions, and new fuel cells in line with global carbon reduction trends. This additional
offering of low-carbon products will improve market competitiveness, increase market share, and raise
revenue in the future.

1. Exploration of low-carbon opportunities:
Kaori's heat exchanger and fuel cell businesses have begun introducing low-carbon products to
the market, whereas other businesses are also actively developing new products and new green
solutions for customers.

©Jejeloigitalins - 2. Development of low-carbon technology:
impact Introducing green design into production procedures and technologies helps lower carbon footprints

assessment and increase market competitiveness.

3. New investment opportunities:
Some of the hydrogen power technologies have matured and are ready for mass production. Given
their high relevance to green energy and international trends, these technologies are very likely to
attract capital from the banking sector and government agencies.

Financial
impact Cost reduction, increased revenue, and attraction of capital
assessment

® Opportunity 003 - Changes in consumers’ preferences

Impact scenario:

The escalating energy crisis and carbon reduction requirements have increased consumers' preference
for energy conservation products, such as heat pumps. This change in market trend and consumers'
preference increases demand for the Company's products, which ultimately contributes to revenue and
business growth.

1. Increased product demand:

Opportunity Carbon reduction trends around the world have turned the market's attention to energy

impact conservation solutions. Kaori is in a good position to capitalize on the increasing demand due
assessment

to the energy and carbon reduction potential of the products offered and due to the early market
advantage it has secured to date.

Financial
impact Increased revenue
assessment

Sustainable Environment

6.3 Response Strategies to Climate Change Risks and Opportunities

Risk Response Strategies

* Response strategies for the cost of transitioning to low-carbon technology:

»

Diversity of suppliers:
Kaori maintains relationships with several suppliers to reduce uncertainties associated with the cost of
and access to low-carbon materials.

Acquisition of green loans/financing:
Kaori will negotiate with banks and source green financing at preferential rates to lower costs.

Cover risky businesses with consistent product revenue:

If Kaori's low-carbon products fail, other departments that generate consistent revenue from OEM
services, such as the Fuel Cell Business, will try to increase revenue in an attempt to cover the potential
loss of revenue associated with transition risks.

® Response strategies to changes in domestic/foreign regulations:

4

Monitoring of regulations and trends:

A dedicated team will be assembled to keep track of new product regulations and trends on a regular
basis. Regular training will be organized to discuss current trends and to evaluate the needs for product
re-modification and re-certification.

Introduction of energy-saving equipment:

A comprehensive energy management system will be developed to monitor equipment energy
efficiency, so as to facilitate the replacement of energy-intensive equipment. Additional investments will
also be made for the installation of green power generation and storage equipment at plant sites and
offices. Furthermore, the Company will introduce automated production equipment as a way to improve
production and energy efficiency, which in turn will reduce the frequency of equipment renewal and
allow digital solutions to be used for the optimization of production procedures.

Termination of high-carbon emission production processes and services:
In the first quarter of 2023, two sets of high energy-consuming brazing processing production equipment
were taken out of operation.

® Response and strategy to increasing severity of typhoons, floods, and extreme events:

>

Reducing the risk of supply chain disruption:

Kaori engages a diversified group of suppliers to secure the sources of its raw materials and the
consistency of supply. Negotiations are made to have suppliers increase the level of inventory and
turnover and store inventory near customers' locations to minimize the risk of transport disruption.

Compensating production capacity with efficiency:

If work is suspended due to typhoons, Kaori will evaluate the extent of the delay and ask suppliers to
increase production efficiency to make up for capacity shortfall, thereby averting production halt due to
supply disruption.

Cost of Risk Response

1. Increased operating costs
2. Adjustment to capital expenditure and capital allocation
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Execution Strategies for Opportunities

¢ Execution strategies for entry into new markets:

»

Development of exclusive products:

Exclusive products will be developed for heat pumps to capitalize on the current market trend and increase market
share, whereas exclusive heat exchangers for air dryers will be developed to expand product lines and engage
customers in broader, more frequent interactions.

Development of hydrogen power:
Kaori continues to develop hydrogen power products and engage technology partners in various innovations to
bring technologies to broader applications, thereby satisfying the needs of customers and markets.

Ongoing development of immersion cooling modules/systems:

Kaori continues to make modular designs and obtain technological certification for its liquid cooling and immersion
products, while at the same time maintaining the flexibility needed to customize products according to the needs of
different markets. By accumulating data on product design, the Company aims to stay competitive in the market.

° Execution strategies for development and expansion of low-carbon products and services:

»

Developing products with low carbon footprints:

Kaori will improve production procedures by incorporating green designs such as the use of low-carbon materials,
designs with low material requirements, adoption of product recycling mechanisms, reuse of raw materials or parts,
and adoption of low-carbon transport and packaging materials to lower product carbon footprints.

Development of new low-carbon solutions:
Hydrogen power technology will be incorporated into carbon neutral solutions and new forms of fuel will be
developed to capitalize on new opportunities associated with climate mediation.

Investment into the circular economy: Technologies relating to the circular economy, such as treatment of waste
organic solvents and reuse of waste/residual hydrogen from production activities, will be developed in the future.

* Execution strategies for changes in consumers' preferences:

»

Establishment of marketing plans:

Plans will be made to have business units engage existing as well as new customers on a regular basis to ensure
that product features do satisfy customers' requirements and are adjusted at appropriate times. Attention will also
be directed toward exploring new markets and customers, such as tier-A customers in Europe.

Consistent supply in response to the market's needs:
Kaori will increase the number of stamped plate and stainless steel suppliers for capacity expansion. An ERP
system will be used to monitor all stages of the production process for improved product quality and delivery timing.

Cost of Opportunity Response

1. Increased operating costs
2. Adjustment to capital expenditure and capital allocation

Sustainable Environment

Goals and Indicators

Kaori has implemented the ISO 14064-1:2018
Greenhouse Gas Inventory Standard for two

consecutive years and has obtained third-party bS' bsi M
verification certificates. The Company plans to conduct L. @
greenhouse gas inventories on a yearly basis going s

forward to keep track of emissions and trends. For melun Statement

details on Kaori's greenhouse gas emissions over Prmdact Carbion Foutpriat

the past two years, please refer to section 6.4.2 on t‘-ﬁmmm_m QiR
Greenhouse Gas Management. In 2024, the inventory A EL I e i

process for the Ningbo subsidiary in China will be s ot B o
completed to gain a comprehensive understanding of e

the entire group's greenhouse gas emissions, enabling R Al i 4 kARGt e i i ARl iR
the review of emissions and the setting of short-, B m’ﬁm,w;_? 8110 Smond e o B

medium-, and long-term carbon reduction targets. e T S T O,

reena,
e BUE T M, UM A L SIRAT VY et ARG SN P SRS W 1O
et

In 2023, Kaori completed the first product carbon e e tpat i A
footprint inventory verification under 1ISO 14067:2018 (as P e e s

shown in the image on the right). Based on the results (72;:‘/

of this inventory, the company will develop a product :

carbon footprint reduction plan. The Company also O, s i vy, S,

plans to survey carbon footprints for a broader range of Lkt Baion P 3251118 Rl B 25438
products in the future. By learning the level of emissions ; T
at various stages of product life cycles, the Company SImaKing mesanica: it
will be able to better respond to carbon reduction trends
and the needs of the market and the rest of the world.
Kaori will continue committing resources and manpower
to the research of low-carbon products and new
technologies while taking the initiative to increase the
percentage of low-carbon products offered for greater market exposure and improved competitiveness.

6.4 Environmental and Energy Management

Material topic Management Approach

Energy management policy Regulatory compliance and development of renewable energy

Greenhouse gas management policy Energy and waste reduction, pollution prevention, and
ongoing improvements

Goal Effectively monitor and manage energy consumption and GHG emissions

Commitment Implement due diligence and early warning communication methods to implement
the Company's energy management, energy conservation, and carbon reduction
Energy and GHG measures to reduce the financial impact of climate change on the environment.

management

Measures

¢ Passed the "ISO 14001:2015 Environmental Management System" certification to effectively
reduce electricity consumption and align with government policies to invest in green electricity.

* Passed the ISO 14064-1:2018 Greenhouse Gas Inventory verification, established a "Carbon
Management Committee," and implemented the "Energy Saving and Carbon Reduction
Management Procedures" to effectively manage energy.
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Climate change has emerged to become one of the most critical issues in the 21st century. Extreme Environmental Policy
weather, floods, and droughts in recent years have prompted government agencies, businesses, and
private organizations to undertake more active mitigations of the risks. Meanwhile, Kaori contributes its part

to environmental protection and social values by enforcing energy management throughout its operations - @
and by investing into the research and development of new materials and production procedures. A |

Carbon Management Committee has also been assembled to oversee GHG reduction, energy/resource —
conservation, water conservation, waste recycling, and mitigation of environmental impact. At the same time,

Kaori continues to invest into environmental protection facilities and incorporate green management and
energy conservation practices into business activities for sustainable growth.

e Tl
Carbon Management Committee

° Execution of Environmental Tests, Methods of Environmental Risk Assessment, and Outcomes
1. Drinking fountains in plant areas are tested for quality every 3 months

2. Kaori reports effluent volume to Benzhou Service Center every 6 months, and engages a certified
environmental protection service provider to conduct tests

3. Effluent values and reporting

Prevenhon ofpoHuhon

Chief Committee Member
General manager

Adm?f,?;‘;gﬁﬂe,{‘,;f;’;::;';‘f ,‘,‘ivfision 4. The effluents meter is calibrated (by certified service providers) on a regular basis each year
Vice President In 2022 and 2023, all the above-mentioned items complied with regulations and are being continuously
implemented.
Executor Certifier mp
Administrative Management Division Quality Assurance Center Energy Management and Goals 7o
| | | | ° Energy management g%
oo T N N 50 o N o x The Company introduces new energy conservation measures on a yearly basis, such as purchasing
< a3 3 3 43 33 28 energy-efficient models, replacing outdated machinery, and optimizing production schedules. Kaori draws
S 3 § «3 «:_i 2 g - «3 % a3 on the wisdom of many to achieve energy and carbon reduction goals. In the future, more attention will be
g > o T o % N Eué directed toward improving production procedures and reducing energy consumption and promoting Kaori
3 § “:i “:i o T § iy as a green, sustainable business. Electricity intensity was lowered by 33% in 2023 compared to 2022.
2 c = N 3 @ -
% J:E' ¢ Kaohsiung Plant Management Goals and Achievements:
«
) N » 1% energy conservation:
The Company's vacuum furnace capacity enhancement project aims to increase the production capacity
. _ of each furnace by at least 50%, which has the potential to reduce excess vacuum furnace cycles and
6.4.1 Environmental Management and Energy Conservation operating time by at least 50%, thereby lowering the cost of electricity and the volume of energy used in
production.
Kaori (Kaohsiung Benzhou Plant) passed certification for ISO 14001:2015 Environmental Management
System in 2019. From greenhouse gases, air pollution, and effluent discharge to waste treatment, Kaori » Saving of energy in lighting:
is fully committed to making improvements and minimizing environmental impact. As a result, no major Stair areas and motorcycle parking areas are installed with sensor tube lights; plant workers turn off
violations of environmental regulations have occurred in the year of the report. lights during lunch hours and break times.
Through the introduction of ISO 14001:2015 Environmental Management System, Kaori has been able to »  Reduced waste by 1%:
implement environmental management policies along with effective management processes at plant sites to Kaori recycles and reuses 100% of its protective materials and containers.
enforce environmental compliance, order, safety, training, and so on to lessen the impact of organizational
activities on the environment, while at the same time ensuring the safety of products and services offered as » Set an environmental goal to reduce the total usage of gasoline and diesel by 5% compared to the
well as employees' health and safety at work. previous year. This goal was not achieved in 2023.
In the early stages of ISO 14001:2015 adoption, Kaori requested a series of reviews to ensure compliance Energy usage
with environmental protection laws (including air, water, waste, soil, and noise). After making improvements
in accordance with the opinions of the Environmental Protection Bureau, Kaohsiung City Government, the Gasoline and Kiloliter (kL) 16.585 13.752 13.867 8.3%
Company was deemed to have fully complied with legal requirements. diesel Gigajoule (GJ) 590.145 491.427 494.375 n/a
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Energy Usage

Kaori persistently monitors the energy consumption of its equipment and makes appropriate adjustments

to increase energy efficiency, reduce waste, and lower energy consumption. Renewable energy plan:

The Kaohsiung Benzhou plant has installed a 744.51 kW commercial rooftop solar power system, which
became operational in September 2022. In 2023, the total electricity generated by this system accounted

for approximately 9.44% of the plant's electricity consumption. In the fourth quarter of the same year, the
Company evaluated the feasibility of installing a 431.73 kW commercial rooftop solar power system at the
Zhongli Plant 3 and Zigiang Plant, aiming to further increase the proportion of renewable energy in the plant's
electricity usage. Additionally, we will gradually phase out diesel-based forklifts and is currently evaluating the
feasibility of using electric forklifts as a way to reduce carbon emissions and air pollution to implement sound

energy management.

° Energy Efficiency and Electricity Intensity

Year 2021 2022 2023
Electricity intensity 6.62 5.50 3.67
Energy efficiency value 151.10 181.74 272.35

Calculation:

Electricity intensity (kWh/NT$1,000) = power usage (kWh) / standalone revenue (NT$1,000)
Energy efficiency (NT$/kWh) = standalone revenues (NT$) / power usage (kWh)

Energy Conservation Targets

Short-term
within 1 to 2 years)

Long-term

(over 5 years)

Replace diesel forklifts with electric forklifts

Replace mercury vapor lamps with LED lights at the Zhongli Plant 1

Replace conventional air compressors with variable-frequency air compressors
at the Zhongli Plant 1

Replace air conditioners with variable-frequency models for heat pumps at the
Zhongli Plant 2

Progressively replace 7.5-horse power reciprocating air compressors with
energy-saving, variable-frequency air compressors at plant sites

Replace air conditioners with variable-frequency models at plant sites
Implementation of solar power system

Implementation of energy storage systems

Progress of Energy Conservation and Improvement Solutions in 2023

Sustainable Environment

Kaori is actively engaged in energy-saving and carbon reduction initiatives, consistently promoting projects
focused on electricity conservation, energy efficiency, and carbon reduction. In 2023, five energy-saving

measures were implemented, resulting in a total electricity savings of 1,171,554 kWh, with a financial benefit

amounting to NTD 2,664,258.

Energy

Saving
Measures

Execution Outcome

Before improvement

Energy
Conservation
Benefits

(NT$)

After improvement

Reduce the number
of graphite fixtures,
increase the product

Ior?p:g\éigi;t Location: CR graphite-containing fixtures heating rate, and reduce
P . are put into the furnace at the the overall furnace time.
| processes Zhongli Plant 1 - Vacuum . . . NT$ 720,000
for vacuum furnace brazing area same time, and the duration of The current production
f each furnace is 7.5 hours. time per batch is now 5.5
urnaces hours.
Total power saved:
165,000 kWh
Air-cooled ice machine
3 units in total with 2 different « Replaced all 3 air-cooled
Location: models nep . .
. . . ice machines with water-
4F, Zhongli Plant 2 ® Power consumption of air- : )
Replacement : . : . cooled ice machines.
. Equipment: cooled ice machines (2 .
of chilled ) . N Power consumption
. Chilled water system for air units): 168,780 kWh/yr .
Il water chillers " . . f of water-cooled ice NT$ 165,108
for air ;ondtl_tloners P_ower Icc:jn_sumptlo::_o ?;1 machines:
. ractices: air-cooled ice machine
conditioners Change air-cooled chillers unit): 100,900 kWh/yr '?'gt‘la\’IG“:vsli(gyzlay\:ed'
to water-cooled chillers © Total power consumption = 55 03% KWh ’
168,780+100,900 = ’
269,680 kWh
Location:
Kaohsiung Benzhou Plant Heater power: 24KW
2 - Center part of Area 1 Annual operating hours
Improvement Equipment: * Heater power: 24KW 6,336H
of production VA-12 vacuum furnace Annual o erat.in hours: Diffusion pump turned
Il processes Practices: 6336H P 9 ’ off after process NT$ 593,050
for VA-12 The original manufacturing Before improvement improvement ’
vacuum process of the VA-12 04 * 6336p= 152 064 kWh After improvement
furnace vacuum furnace used ’ 0 * 6336 =0 kWh
a diffusion pump, but it Total power saved:
was not used after the 152,064 kWh
improvement.
Location:
Kaohsiung Benzhou Plant
2 - Center part of Area 1 Heater power: 24KW
Improvemgnt Equipment: * Heater power: 24KW Annual operating hours
of production VA-13 vacuum furnace « Annual operating hours 6.336H
\ processes Practlc_e_s: ) 6,336H After improvement NT$ 593,050
for VA-13 The original manufacturing Before improvement 0* 6336 = 0 kWh
vacuum process of the VA-13 24 * 6336 = 152,064 kWh Total power saved:
furnace vacuum furnace used 152 064 kWh
a diffusion pump, but it ’
was not used after the
improvement.
Location:
Kaohsiung Benzhou Plant
2 - Front part of Area 1 Heater power: 24KW
Improvem_ent Equipment: * Heater power: 24KW Annual operating hours
of production VA-14 vacuum furnace « Annual operating hours 6.336H
Vv processes Practices: . 6,336H After improvement NT$ 593,050
for VA-14 The original manufacturing Before improvement 0 * 6336 = 0 kWh
vacuum process of the VA-14 24 * 6336 = 152,064 kWh Total power saved:
furnace vacuum furnace used

a diffusion pump, but it
was not used after the
improvement.

152,064 kWh

Note: Data sourced from energy-saving declaration records.
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Power Conservation Rate by Plant

All plant sites comply with the laws of the Bureau of Energy, Ministry of Economic Affairs. As a major energy
user that Taiwan Power Company has signed a contract with to supply at least 800 kW of power, the
Company reports annual energy performance and improvement plans in accordance with Article 9 of the
Energy Administration Act. The Company has set goals to achieve an "annual power conservation rate" or
"average annual power conservation rate" of more than 1%. The Zhongli Plant 2 and Kaohsiung Benzhou
Plant have appointed dedicated energy management officers to enforce energy conservation plans and
achieve an average annual power conservation rate of more than 1%.

: : : 2015 - 2023
Plant/Year Power conservation Power conservation Power conservation Average power
rate 2021 (%) rate 2022 (%) rate 2023 (%) ge power
conservation rate (%)
Zhongli Plant 1 1.97 0.17 6.08 1.85
Zhongli Plant 2 1.75 3.03 1.42 1.76
Kaohsiung 119 3.05 6.19 3.67

Benzhou Plant

6.4.2 GHG management

Since 2021, Kaori has been implementing the ISO 14064-1:2018 greenhouse gas inventory standard. For the
second consecutive year, Kaori has passed SGS Taiwan Industrial Services Ltd.'s third-party inspection and
verification with a 100% achievement rate. Furthermore, the subsidiary in Ningbo, China, has made plans to
initiate its own inventory in sync with the parent company starting from 2024.

® 2023 greenhouse gas inventory operation status

The inventory is carried out in accordance with the ISO 14064-1:2018 greenhouse gas inventory standard
and specification. The boundary scope covers all factory areas in Taiwan, with a total of five factory
areas. The internal verification was completed from May 8 to May 9, 2024, and the external verification
will be completed in the third quarter of the same year. Based on the results of internal verification, the
total emissions for Scope 1 and Scope 2 emissions aggregated to 7,769.4688 tCO.e in 2023; the carbon
intensity was 33.50% lower compared to 2022.

Unit: tCO,e
Carbon emissions\Year 2022 2023 (Note)

Scope 1 (A) 292.4936 1.10% 254.1233 1.07%
Scope 2 (B) 7,275.9728 27.32% 7,515.3455 31.67%
Scope 3 (C) 19,059.0917 71.58% 15,961.9503 67.26%
Total volume 26,627.5581 100% 23,731.4191 100%
rpef/r:::g‘zg)pa“y only 2,684 - 4,143 -
Carbon density (A+ B+) / (D) 2.82 - 1.88 -

Note: 1. In accordance with ISO 14064-1:2018, internal verification was completed on May 8-9, 2024, and third-party external
verification is scheduled for the third quarter. Unit of measurement D) is defined as standalone revenue (NTD million) in the
current year.

2. The 2022 inventory boundaries for a total of for plants in Taiwan: Headquarters & Plant 3, Zhongli Plant 1, Zhongli Plant 2,
Kaohsiung Benzhou Plant.

3. The 2023 inventory boundaries for a total of five plants in Taiwan: Headquarters & Plant 3, Zhongli Plant 1, Zhongli Plant 2,
Kaohsiung Benzhou Plant, Zigiang Plant.

1.10%
292 4936
2022
Total discharge 27-32%
7,275.9728

26,627 5581

67.26%

15,961.9503

71.58%
19,059.0917

[ Scope 1 [ Scope 2 [l Scope 3

350 8,000 7,515.3455
7,275.9728

300 292.4936 7,000
254 1233 6,000

250
5,000

200
4,000

150
3,000

100
2,000
50 1,000
0 0

2022 2023 2022 2023

Carbon Management Plans for CBAM

The European Union expects to enact the "Carbon Border
Adjustment Mechanism (CBAM)" in 2023 as support for the
world's first "carbon tax" scheme, whereas the US is also
introducing its Clean Competition Act (CCA).

Kaori completed the ISO 14067 carbon footprint verification in the
fourth quarter of 2023 (see the figure on the right). Once reliable
data has been established, the Company will be able to devise
carbon footprint reduction plans based on the emissions of a
product's entire life cycle to conform with CBAM requirements.

In 2024, we will evaluate the carbon footprint calculation of fuel
cell external casing equipment and raw materials to comply with
future U.S. carbon tariff regulations. Based on this knowledge, the
Procurement Center is currently coordinating with raw material
suppliers in the upstream to explore ways to reduce carbon.

Sustainable Environment

1.07%
254 1233
2023
Total discharge 31 .67%
7,515.3455

23,731 4191

[ Scope 1 [l Scope 2 [l Scope 3

20,000 19,059.0917

17,500
15,961 .9503

15,000
12,500
10,000
7,500
5,000
2,500
0

2022 2023

bsi. © &
Opinion Statement

Proddusct Cartion Footpeant
Vo o e o s . L2 [T Loy PR
i

ral
— ey
e

v e e i
et . el iy o . o prshar M e e o e, & B e
Ve et v

8 i kb Bl i o i esd o s pn B8 Bl P s [
o i b M R et 4 e

i
. . —— e —
ot mi

1o i o B K s R T i 0 o . 0 4 T T
et 4 e o T s T

eakly o o e e i v
P S T T, P

oty Rt sk, ST P k. I
[E—— s o 8
o Lo

making excelence a habit™

107

m
S
=
5]
=}
3
]
=
=

a|qeulelsng



108

KAORI| Chapter6

® Plans for Green and Renewable Energy Sources

The net zero movement has become the

world's most important issue today, and all
leading businesses with strong sustainability
awareness are starting to adopt green energy
as the first step. The 744.51 kW commercial
rooftop photovoltaic system installed at Kaori's
Kaohsiung Benzhou Plant began production in
September 2022. It is expected to reduce 9,390
tonnes of CO2 emissions, which is 23 times the
CO2 absorption capacity of Da'an Park. In 2023,
the total electricity generated by this system
was 653,101.3 kWh. Meanwhile, Zhongli Plant
3 and Zigiang Plant have been assessed in the
fourth quarter of 2023, and it is estimated that a
431.73KW commercial rooftop solar photovoltaic
system can be built to increase the proportion
of renewable energy in the plant's power
consumption.

Air Pollution Management

Kaori did not emit any nitrogen oxide (NOXx), sulfur oxide (SOx), or other legally regulated hazardous gases.

6.5 Water resource management

Kaori has developed an environmental management system along with water resource management
practices based on ISO 14001. Through data monitoring, the Company keeps track of water used as well
as the water resource management practices adopted at various plant sites on a daily basis. Any abnormal
change in water volume is met with appropriate inspection and response. Meanwhile, Kaori organizes
campaigns from time to time to promote employees' awareness of the conservation and use of water.

All major operating sites draw water entirely from the municipal water supply system (i.e., tap water).

Most of the water drawn is used for employees' living activities and kitchen equipment, and any effluents
generated from living activities are either treated using appropriate treatment facilities or discharged into the
municipal water treatment system, and therefore should have no significant impact on the local water body.
Furthermore, Kaohsiung Benzhou Plant has installed its own water treatment facilities to treat wastewater
in a legal manner. No incidents of illegal pollution occurred in 2022 and 2023, and the Company's business
activities had no significant impact on water sources.

Risk Type Category Potential operational impacts Adaptation methods

¢ Establish and improve water resource

regulation
. .
Drought or water | Affect production capacity, Increase water storage capacity to support
shortage . . : 3-5 days (3 days during severe drought)
Water ; increase in operating costs, . .
Flood risk . ° Water tankers to support plants experiencing
Resource . and decrease in revenue
: Discharge . water shortages
Risks * Unscheduled or interrupted .
of untreated ) ® Inspect process equipment at each plant
delivery
wastewater regularly

* Wastewater management policy complies
with environmental regulations

Sustainable Environment

Total water withdrawal:

The Company uses tap water without surface water or seawater.

Year/Region

Locations prone to

Unit: million liters

Locations prone to

Category All locations All locations
water stress water stress
Surface water (total volume) 0 0 0 0
Qé, Fresh water (total dissolved solids 0 0 0 0
@ <1,000 mg/L)
=
= Other water sources 0 0 0 0
% (Total dissolved solids >1,000 mg/L)
2
s Water from third parties (total volume) 0 0 0 0
O
<
1% Fresh water (total dissolved solids
g <1,000 mg/L) 26.97 0 32.67 0
(o]
* Other water sources 0 0 0 0
(Total dissolved solids >1,000 mg/L)

o 2

5 2 Surface water (total) + groundwater

Q

g S (total) + water from third parties (total) 26.97 0 32.67 0

5]

Water Discharge

Year/Region

Unit: million liters

Catedo Locations Locations
gory All locations prone to water All locations prone to water
stress stress
Surface water 20.88 0 23.22 0
Groundwater 0 0 0 0
Water discharge by~ Seawater 0 0 0 0
destination
Water from third parties (total volume) 0 0 0 0
Water from third parties supplied to 0 0 0 0
other organizations
Surface water + groundwater +
. seawater
Total water discharge + water from third parties (total 20.88 0 23.22 0
volume)
Fresh water (total dissolved solids
Water discharge <1,000 mg/L) 20.88 0 23.22 0
by fresh water and
others Other water sources 0 0 0 0
(Total dissolved solids >1,000 mg/L)
Untreated 20.88 0 23.22 0
Water discharge by Level 1 treatment 0 0 0 0
level of treatment | ovel 2 treatment 0 0 0 0
Level 3 treatment 0 0 0 0
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Water Consumption

Unit: million liters

Total Waste

Sustainable Environment

Unit: tonnes

110

S 2022 2023 Year. Disposal e
. . Locations prone to water . Locations prone to water Waste Waste
Location All locations All locations
stress stress Waste Diverted MEEE Waste Diverted ST
Total water consumption 6.095 N/A 9.449 N/A - Generated From D[',riicfsat." generated From Dgi?tggaio
Waste composition Disposal p Disposal p
Change in water storage N/A N/A N/A N/A
Note: The water consumption in the above table is for vacuum furnace cooling. General Waste 85.15 0.00 85.15 91.369 0 91.369
Scrap - Waste stainless steel 0.00 0.00 0.00 3.568 3.568 0
6.6 Waste management
] ] ] Scrap - Waste black steel 0.00 0.00 0.00 97.365 97.365 0
Kaori observes the ISO 14001 standard and has created a dedicated unit to track the sources and volumes of
waste. Adhering to the principles of maximizing resource use and minimizing waste generation, the Company Scrap - Waste INCO601 0.00 0.00 0.00 1996 1996 0
promotes "Waste Management Measures." All departments are committed to minimizing waste volumes ' ' ' ' '
from production activities, increasing the life cycles of raw materials used, and promoting the circulation and
reuse of resources and waste for total waste reduction. Kaori engages qualified service providers to dispose Scrap - Waste INCO625 25.61 25.61 0.00 15.8478 15.8478 0
of waste and uses appropriate forms to audit waste handlers, thereby ensuring the appropriateness of waste
treatment and that the waste generated does not pose a significant impact on the nearby environment. Scrap - Waste HS230 0.40 0.40 0.00 0.004 0.004 0
Scrap - Waste INCO800 23.74 23.74 0.00 66.943 66.943 0 o
. Reusable packaging containers and non-reusable containers must be recyclable and reusable 5%
Requirements for i ) ) st
liers materials. Waste generated during the supply process must also be recyclable or declared as Scrap - Waste mix 0.83 0.83 0.00 0.175 0.175 0 Ex
Supp reusable waste items. R
Scrap - Waste inco600 0.39 0.39 0.00 4.3463 4.3463 0
In the plant's production processes, materials are controlled at the source to avoid using raw
Production materials and equipment materials that current environmental technologies cannot manage. Scrap - Waste sus446 0.69 0.69 0.00 1.65 165 0
requirements Additionally, raw materials/waste from the production process are reviewed for potential
recycling and reuse. Reduce the waste of necessary resources and increase recycling. "
Scrap - Swarf from machining 0.94 0.94 0.00 2.016 2.016 0
Environmental safety and health education and training are held for employees on their first
; day of employment to teach them how to classify waste, improve their environmental safety Scrap - Waste 304 + copper 76.11 76.11 0.00 58.173 58.173 0
Requirements for ) ) !
employees and health concepts and literacy, and enable them to independently classify recyclable waste.
Each area maintains at least five categories of waste sorting categories, contributing to the
planet's environmental sustainability and social responsibility. Scrap - Waste 316 + copper 241.92 241.92 0.00 210.462 210.462 0
Recycling Review the suitability of waste disposal channels every year and select waste disposal Scrap - Waste aluminum 0.26 0.26 0.00 0.923 0.923 0
: contractors with more environmentally friendly treatment methods, especially the legal
requwem'ents for disposal of hazardous waste, to avoid causing environmental impact. There were no violations Scrap - Waste copper 457 457 0.00 14.472 14.472 0
waste disposal of waste treatment laws in 2023. P PP ' ' ' ' '
Scrap - Pure 304 50.61 50.61 0.00 55.445 55.445 0
Waste Reduction Measures Scrap - Pure 316 66.50 66.50 0.00 70.324 70.324 0
Kaori reduces the volume of waste by recycling waste iron, carton boxes, and waste glass and reusing Scrap - Waste 304 swarf 118.99 118.99 0.00 112.833 112.833 0
waste pallets. Waste pallets are handed over to qualified service providers for reuse, thereby minimizing
environmental impact. Upholding the principle of responsibility, Kaori duly reports how waste generated from Scrap - Waste 316 swarf 3031 3031 0.00 24 564 24 564 0
plant sites is handled and retains complete documents to ensure that waste is properly treated. ' ’ ’ ' ’
aste + . .
W INCO800+SUS316 0 0 0 0.05 0.05 0
¢ Establishment of employee cafeterias and use ° i i i
of environment.frien g’l ¥ab| cware Use of kitchen waste recycling bins Waste INCO800+625 Scrap 0 0 0 1.321 1.321 0
y ® No hazardous waste; domestic wastes are
° Total recycling of paper containers disposed of in accordance with the law :
Waste cerarmic 0 0 0 0.225 0.225 0

INCO800+625
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Waste diverted from disposal
Year. Disposal 2022 . )
Waste Waste Unit: tonnes
Waste Diverted .WaSte Waste Diverted .WaSte 2022
Directed to Directed to
Wast " Generated From Disposal generated From Disposal
aste composition Di | Di |
e e o On-site Off-site On-site Off-site
Waste composition
Waste ceramics + INCO625 0 0 0 0.373 0.373 0
Preparation for 0.00 0.00 0.00 0 0 0
Waste heat exchangers 0 0 0 20.413 20.413 0 reuse
Hazardous Recycling 0.00 0.00 0.00 0 0 0
Scrap nickel foil 0 0 0 0.427 0.427 0 waste
Other recovery 0.00 0.00 0.00 0 0 0
Waste ceramics 0 0 0 0.052 0.052 0 Total volume 0.00 0.00 0.00 0 0 0
Blade waste 0 0 0 0.03 0.03 0 Preparation for 0.00 0.00 0.00 0 0 0
reuse
Waste cables 0 0 0 0.303 0.303 0 Non-hazardous ~Recycling 0.00 719.84 719.84 0 1,03122  1,031.22
waste
Waste paper 0 0 0 11.959 11.959 0 Other recovery 0.00 0.00 0.00 0 0 0
Waste wooden materials Total volume 0.00 719.84 719.84 0 1,031.22 1,031.22
w i
(R-0701) 70.48 70.48 0.00 84.24 84.24 0 7o
i i 33
Waste oil mixture (D-1799) 7.50 7.50 0.00 15.66 15.66 0 Waste directed to disposal g3
Unit: tonnes
Night soil (D-0104) 4.01 0.00 4.01 0 0 0 2022
Waste plastic (R-0201) 18.64 18.64 0.00 11.06 11.06 0 5 On-site Off-site Total On-site Off-site Total
Waste composition volume volume
Total waste 827.64 738.48 89.16 1,122.589 1,031.22 91.369 Incineration (including
o ) recycling of energy 0.00 0.00 0.00 0.00 0.00 0.00
Note: The waste materials listed in the table above can be sold externally. sources)

Incineration (excluding

recycling of energy 0.00 0.00 0.00 0.00 0.00 0.00
Hazardous sources)
waste
Landfill 0.00 0.00 0.00 0.00 0.00 0.00
Other methods of 0.00 0.00 0.00 0.00 0.00 0.00
disposal
Total volume 0.00 0.00 0.00 0.00 0.00 0.00
Incineration (including
recycling of energy 0.00 85.15 85.15 0.00 91.369 91.369
sources)
Incineration (excluding
recycling of energy 0.00 0.00 0.00 0.00 0.00 0.00
Non-hazardous  sources)
waste
Landfill 0.00 0.00 0.00 0.00 0.00 0.00
Other methods of 0.00 0.00 0.00 0.00 0.00 0.00
disposal
Total volume 0.00 85.15 85.15 0.00 91.369 91.369
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Friendly Workplace

To establish a sustainable development enterprise, one of Kaori's sustainability missions is to create a
friendly workplace. This includes talent attraction and retention (salary and benefits), employee training and
development, labor-management relations, training and development, human rights protection. The short-,
medium-, and long-term targets for managing these material issues are outlined in the table below:

Timeline Sh(c;r(t)—;gr[nzrg;;r)lcs Med(g(r)r;—ft)e_rr;or;se)trlcs Long-term metrics: (after 2029)
Labor/ Total attrition rate <5% Total attrition rate <5% Total attrition rate <5%
manlagt;_ement Retention rate during unpaid Retention rate during unpaid Retention rate during unpaid
reatons leave=80% leave=80% leave=80%
Retention rate of new Retention rate of new Taiwanese  Retention rate of new Taiwanese
Taiwanese employees employees employees
Training and (At least 3 months) 280% (At least 3 months) 280% (At least 3 months) 280%
development Average training hours: 15H  ® Average training hours: 20H ® Average training hours: 20H
* New employee training pass ® New employee training pass * New employee training pass
rate: 100% rate: 100% rate: 100%
0 cases of workplace abuse/ 0 cases of workplace abuse/ 0 cases of workplace abuse/
Human rights bullying bullying bullying
protection Employee complaint/Mediation Employee complaint/Mediation Employee complaint/Mediation
cases: 1 case cases: 1 case cases: 1 case

Material issue objectives and performance

Kaori is committed to building a friendly workplace and complying with GRI standards: We are committed

to creating a caring and nurturing environment for employees, fulfilling the responsibility of talent cultivation
and retention as the driving force for the sustainable development and growth of the Company. Kaori has
developed short-term targets and related implementation plans based on key areas such as labor relations,
training and development, human rights protection, ethics, and health and safety. The performance goals and
achievement levels over the past two years (as shown in the table below) aim to retain suitable and high-
potential talent, thereby enhancing the Company's sustainable competitiveness.
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2024 Performance Targets 2023 Performance Targets Achieved in 2023

Total attrition rate: 2% —

Labor/ Total attrition rate <5% Total attrition rate <5% Achieved
management
relations Retention rate during unpaid Retention rate during unpaid o .
leave=80% leave=80% 80% — Achieved
Rgtentlon rate of new Retention rate of new Taiwanese Retention rate 73.4 % —» Not
Taiwanese employees employees achieved
(At least 3 months) 280% (At least 3 months) 280%
Training and
development - ® Average training hours per
>
: ﬁéizgz t{g'g‘g?rgﬁ?;s ';i': person=15H ® 23.3H — Achieved
ploy gp ° New employee training pass ® 100% — Achieved

- 0,
rate: 100% rate: 100%

0 cases of workplace abuse/

0 cases of workplace abuse/ 0 cases of workplace abuse/ bullying
bullyin bullyin .
. ying ying — Achieved
Human rights
protection . L
QUALITY GENDER DECENT WORK AND 10 REDUCED . e . L Employee complalnt/Medlatlon
EDUCATION EQUALITY ECONOMIC GROWTH INEQUALITIES Employee complalnt/Medlatlon Employee complalnt/Medlatlon cases: 0 case
Z cases: 1 case cases: 1 case -
=) — Achieved
]

v
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7.1 Talent Management Policy and Commitment

Kaori complies with labor-related regulations by establishing the "Employee Work Rules" and the
"Occupational Safety and Health Work Code, including the Safety and Health Organization and Personnel
Structure," which have been submitted to the relevant government authorities for approval. These rules
legally ensures labor conditions and protecting employees' safety and health rights. The Company provides
a healthy and safe working environment, fosters diverse and open labor-management communication
channels, and offers fair compensation and promotion opportunities. Additionally, a comprehensive training
and development system is in place to cultivate employee professionalism and protect trade secrets. Kaori
also ensures a robust benefits system and creates a warm and harmonious work atmosphere. Through a
transparent incentive bonus and profit-sharing system, employees are encouraged to contribute their skills
and performance confidently, growing and developing alongside the Company, thereby laying a strong
foundation for sustainable operations.

The Company's talent management policy is as follows:
Prohibit child labor and underage labor, provide mechanisms to attract and retain outstanding

talents, hire suitable talents, diversify career development opportunities, and respect employees'
freedom of employment.

Talent Selection
Policy

Establish a sound training and development system to cultivate professional or management
talents in different fields, improve employees' engineering professionalism, communication and
management skills, and strengthen teamwork performance.

Talent Education
Policy

Comply with Taiwan's labor laws and regulations and prohibit any form of forced or compulsory
labor; we will never discriminate against any employee based on gender, race, region, age,
disability, nationality, etc.

Human Rights
Policy

Provide a competitive remuneration and benefit system, fair evaluation, and reasonable
opportunities for transfer and promotion, so that employees can actively contribute their abilities
and performance.

Employment
Policy

Establish a healthy and safe work environment for employees, and diverse and open
1E1E i REicEhiilell  communication channels between labor and management; set up effective communication

Policy channels for employees to collect employees' opinions and improve the Company's internal
operations.

ot nnan

Friendly Workplace

Corporate Sustainable Development Policy

Kaori adheres to the principle of business integrity by providing reasonable working conditions and
comprehensive employee benefits, ensuring the physical and mental well-being of employees so they can
focus on their work and enjoy work. We strive to implement sustainable development policies that emphasize
"environmental protection, employee care, a friendly workplace, co-prosperity in society, business integrity,
and general participation.”

To improve labor rights, in addition to complying with Taiwan's "Labor Standards Act" and related laws and
regulations, we have also formulated internal regulations for the record of work rules, sexual harassment
prevention, anti-corruption and bribery, and grievance procedures. A management mechanism has also been
set up to protect employee rights. To allow employees to fully express their opinions, each plant has set up

a "grievance mailbox and posted grievance hotline information" and established a personal data protection
mechanism to comply with the principle of anti-retaliation to prevent unfair treatment of the parties concerned.
The Company is committed to maintaining good labor-management relations and implementing various
personnel management systems that promote a friendly workplace and employee care. In compliance with
the employee-friendly and friendly workplace policies, we are committed to implementing the eight human
rights policies:

1. Diversity, inclusion, and equal opportunity 2. Against discrimination, bullying, and harassment.

3. Comply with basic wage and reasonable working hours 4. Prohibition of forced labor and child labor

5. Healthy and safe workplace environment 6. Implementation of cybersecurity

7. Promoting harmonious employment relations 8. Complaints and reports

7.2 Manpower Structure - Diverse and Inclusive Workplace

Kaori recognizes employees as important partners for building global first-rate organization and sustainable
practice. We are committed to creating a friendly and healthy workplace, one that is free of discrimination
and inequality. Kaori provides employees with comprehensive compensation and benefits and offers diverse
training programs to help employees grow. By giving employees a safe and healthy place to work, we look
forward to creating a sustainable corporate culture that is unique to Kaori.

Kaori reported a total number of 641 employees at the end of 2023, 482 (75.2%) of whom were male and
159 (24.8%) of whom were female. All managers of the Company were of R.O.C. nationality, and 100% of
senior managers were locally hired. Kaori supports the requirements of the "People with Disabilities Rights
Protection Act" and takes the initiative to offer equal employment opportunities for the underprivileged. By the
end of 2023, the Company had employed a total of 5 individuals with disabilities.

Femalel (5)e)
Male
Total 641
0 100 200 300 400 500 600 700
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7.2.1 Employee structure

The distribution of the manpower structure in 2023 is as follows

Category Year.Gender Female Distribution by age group and by job rank

Head count Percentage Head count Percentage

Employees' Age Distribution

Direct employees 64 10.00% 259 40.40%
Indefinite contract
Indirect employees 95 14.80% 156 24.30% 350 B Female [ Male
Foreign employees 0 0.00% 67 10.50% 300 57 32%
Term contract 251
Trainees/contractors 0 0.00% 0 0.00% 250 329
190
Temporary workers 0 0.00% 0 0.00% 200 2023
150 istrbuti
Total number of employees 159 24.80% 482 75.20% Gender distribution
100 Total head count: 574
Total 641 0 49 - 09 37
30 and below 17 3.00% 50 8.70% 0
) 30 and below 31-50 51 and above 42 .
Domestic (by age) Aged 31 - 50 127 22.10% 314 54.70% 68%
Total 67 441 66 245
51 and above 15 2.60% 51 8.90%
Note: 1. Managers: Section chiefs and above
Managerial role 36 6.27% 122 21.25% . . . . ; ; ;
Job Rank distribution 2. Age ratio calculation method: Sum of male and female employees of a given job rank/total employees of that given job rank
Non-managerial role 123 21.43% 293 51.05%
=
Total 574 g
Employee Counted by Grade and Gender &
=
Note: 1. Direct personnel: production line or process personnel 3. Trainees: refers to the students employed under a contractual 350 I Managerial role [l Non-managerial role 123
2. Indirect personnel: administrative or managerial relationship through school-industry cooperation or internships. 300 293 27 53% 8
personnel 4. Managers: Section chiefs and above )
250 158
200 2023
100 Total head count: 574
I Female [ Male I Female [ Male
50 36
350 350 0
Female Male
300 - 300 72.47%
250 250 Total 329 245 416
200 156 200 Note: 1. Managers: Section chiefs and above
150 o 150 2. Age ratio calculation method: Sum of male and female employees of a given job rank/total employees of that given job rank
100 64 100 259
50 50 l
0 0 O
0 0 Employee Counted by Grade and Age
Direct employees Indirect employees Foreign employees  Trainees/contractors
350 [ 30 and below | 31-50 [ 51 and above
0,
: e 300 11.50% 11.67%
Domestic (by age) Job Rank distribution 250 66 67
M Female [l Male M Female [l Male 200 2023
350 314 350 150 Age distribution
300 300 293
100 66 Total head count: 574
250 250 50 38 28
200 200 0 1 . . -
150 127 150 122 123 Managerial role Non-managerial role 76.83%
100 100 Total 158 416 441
50 51 36
50 17 . 15 . 50 Note: 1. Managers: Section chiefs and above
0 0 2. Age ratio calculation method: Sum of male and female employees of a given job rank/total employees of that given job rank
30 and below 31~50 51 and above Managerial role Non-managerial role

118 119



KAORI Chapter7

7.2.2 Percentage of New Permanent Employees and Attrition Rate

In 2023, Kaori had 125 new recruits, which represented 19.50% of the total workforce; 105 of the new
recruits were male, and 20 were female. 51 employees resigned during the year, representing an annual
attrition rate of 8.0%; 37 of the resigned employees were male and 14 were female. By analyzing data on
new recruits and resignees, the Company evaluates the appropriateness of its existing salaries and benefits
and determines whether it has met its goal of creating a friendly workplace. For resignees, the Company
surveys the cause of resignation and take their responses into consideration for future improvements.
Employees' resignation requests are handled strictly in accordance with the Labor Standards Act; employees
who wish to terminate their employment contract are required to serve advance notice of no more than 30
days depending on seniority, which complies with prevailing laws.

The table below shows the ratios of male and female employees' new hires and resignations in 2023:

New Recruitment Rate in 2023

Male to Female Ratio

Item
Female Percentage Male Percentage

30 and below 9 7.20% 50 40.00%
Aged 31 - 50 11 8.80% 53 42.40%
51 and above 0 0.00% 2 1.60%
Rate of New Recruitment by 16.00% 84.00%
Male or Female
Total 125 people / 100%
Annual Average New 19.50%

Recruitment Rate

B Female [ Male

53
5 50 16.00%
20
40
" 2023
Annual Average
20 New Recruitment Rate
10 9 11 otal head count: 12
2
0 O |
30 and below 31-50 51 and above
Total 59 64 2 105

11
210
b win

Friendly Workplace & =———

2023 Attrition Rate

Male to Female Ratio

ltem
Female Percentage Male Percentage
30 and below 3 5.90% 17 33.30%
Aged 31 -50 8 15.70% 17 33.30%
51 and above 3 5.90% 3 5.90%
Male or Female Attrition Rate 27.50% 72.50%
Total 51 people / 100%
Annual Average Attrition Rate 8.00%
60 [ Female [ Male
50 27 50%
14
40
N 2023
Annual Average
20 17 17 Attrition Rate
8 Total head count: 51
10 Y
3 I 3 3 8
0 30 and below 31-50 51 and above 72.50% ;%
Total 20 25 6 37 Té

Note:1. New employees are defined as those who arrived on the job in 2023 and have been on the job for at least 3 months.

2. The formula for calculating the age percentage of new recruits is as follows:
Take the proportion of employees under 30 years old as an example, it is calculated as the number of new employees under the
age of 30 / the number of employees of the corresponding gender in the year

3. Calculation of the percentage of resigned employees by age:
Take the proportion of employees under 30 years old as an example, it is calculated as the number of resigned employees
under the age of 30 / the number of employees of the corresponding gender in the year

4. Calculation formula for subtotal ratio by gender:
Take new employees as an example, the calculation method is the total number of new employees male or female in the year/
the number of employees of the gender in the year

5. The formula for calculating the new recruitment rate or attrition rate of women and men:
Calculated as the number of new or resigned female or male employees in the year/number of the age of the female or male
employees in the year

6. Calculation formula for total ratio: Take new employees as an example, the calculation method is: total number of new
employees in the year/total number of employees in the year.
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7.2.3 Recruitment and Turnover

Kaori adopts a fair, open, just, and efficient recruitment system that emphasizes recruiting the best and most
suitable talent. The recruitment system pays attention to basic human rights, including equal employment
opportunities, and is supported by talent selection, education, and retention measures to ensure the quality
of new recruits, the stability of the workforce, and that competent talent is assigned to suitable roles. Kaori
places great emphasis on unity. Aside from recruiting people that share common values, the Company offers
favorable compensation, comprehensive benefits, and open communication channels to create a friendly,
harmonious, safe, and mutually beneficial work environment that attracts and retains talent.

Equal Employment Opportunities

The Company values workers' rights and assigns employees to suitable positions depending on their skill
sets and competence. In terms of recruitment, salary, performance, promotion, training, and benefits, the
Company does not discriminate by gender, religion, nationality, or ethnicity. In addition to prohibitions against
child labor, Kaori adopts a fair recruitment principle that discourages all forms of unreasonable restriction (such
as withholding ID cards/passports or collecting inappropriate gains). Furthermore, employment contracts are
drafted in languages and texts that employees can easily understand.

Recruitment Channels

Kaori continued to recruit employees primarily using online platforms, and it empowered the heads of various
recruiting departments to set up interviews with potential candidates as needed. Kaori also sourced talent
through other channels such as employment service stations, campus recruitment programs, the Workforce
Development Agency, and professional training institutions.

7.2.4 Employment of Persons with Disabilities

According to Taiwan's "People with Disabilities Rights Protection Act," the number of employees with
disabilities who have employability in a company shall not be less than 1% of the total number of employees.
If the weighted total value does not meet the standard, the Company shall pay the shortfall allowance to the
Employment Foundation for Persons with Disabilities of the labor authority on a regular basis.

We provide full-time employment opportunities to people with disabilities. As of the end of 2023, we have
hired five people with disabilities: two with mild disabilities, two with moderate disabilities, and one with
severe or very severe disabilities, which legally counts as 2 individuals. This totals 6 employees, meeting the
requirement of employing 1 person with a disability for every 100 employees. With a total workforce of 641
employees and 6 employees with disabilities, the Company is not required to pay any shortfall allowances.

The human resource policy review indicated that the low number of applicants with disabilities, the unique
work environment, and other factors contribute to their decision to leave even after job adjustments. In the
future, we will continue to open up job opportunities for people with disabilities. We also work with colleges
and universities to prioritize the hiring of students with disabilities.

We prioritize the welfare of our employees and establish a win-win concept for co-existence between
employees and employers to ensure harmonious labor-management relations. In 2023, there were no losses
caused by labor disputes.

Friendly Workplace

7.3 Talent cultivation and development

Material issues Management Approach

Policy Talent is the driving force of the Company's growth and strength, and we continuously
nurture and develop employees' professional and management skills.

Goal Established a training and development system and a performance evaluation mechanism to
nurture and develop employees' personal capabilities and career competencies.

Commitment Implement the education and training procedures and the annual professional and
management training plan formulated by the Company, using due diligence and

Talent early warning communication to effectively improve the skills required for employees'
development and work.
cultivation

Measures

* Established the "Education and Training Management Procedures" and "Annual Performance
Evaluation Implementation Regulations" for managers at all levels to follow.

® Formulate and implement the "Annual Talent Cultivation and Development Plan" according to
the strategic development and needs of the enterprise

The Company has “Training Management Procedures” in place to help employees expand knowledge and
skills in ways that contribute to the organization's competitiveness. Kaori strongly believes knowledge and
skills to be the key to improving work efficiency and quality, which in turn contributes to the Company's
sustainable development goals.

The Company offers various ways and opportunities for further education based on core competencies.
Training activities and talent development programs are promoted, starting from the Company's operational
strategies and linking them to the professional skills training blueprint. Employees are subsidized for taking
on-the-job training and external training to improve professional and language skills. It is the Company's
intention to support employees with the training resources needed.

Department heads and employees have the opportunity to take part in company or department-level training
courses and seminars to prepare themselves for future trends and projects. Employees are encouraged to
take advantage of the complete range of training options the Company has to offer to grow their professional
capacity and competitiveness. All new recruits are required to undergo complete general knowledge training
and orientation when commencing duty. Through a combination of manuals, practices, and exams, new
employees are quickly brought up to speed and readied for the tasks on hand. We provide all permanent
employees with a training blueprint that they can follow to advance their careers within their respective
departments and make persistent improvements to training resources within and outside the organization.
By having managers participate in various meetings, we help them develop adequate understanding of how
each department functions and applicable company policies, so that they may grow to undertake greater
responsibilities in the future.

123

=
=
@
=1
5

<
5}
=2
oy
3=k
o
Q
@




KAORI Chapter7

)

UOISIA
ajelodion

|A Leader in Thermal and Hydrogen Energy Technology|

5

Innovation Profitability

sJie||id
ole\ uane

Y

Professional competence

Training
Categories
Five Major
Training
Frameworks
12 Company Quality
Profile System
Human Rights Quality
1 Policy Management
Senior Management ~ Core Value
n 10 managers Regulations First Aid
< Salary Training
@ Overview
QZJ 9 Information
§ . Security
Quality Polic:
T 8 e
N Mid-level ~ Safety and
3 managers sy
0] 7 Employee
g Welfare
} System
(2] 6 Interface
Product
5 Entry-level  |htroduction
managers
9 Production
Process
4 Operating
Instructions
3
2 General
employees
1

Juswabeue|) uonoNpold

7.3.1 Employee training priority planning

Bunsyiep pue ssjes

S$82JN0Sd9Y uewnH

ABojouyoa] g9y

juswabeuey |eloueul

juswabeueyy uonewIo|

Work
Planning

Efficiency
Improvement
Digital
Applications

Presentation
Skills

Project
Management

Performance
Management

Problem
Solving
Logical
Innovation

Strategy
Deployment

Talent
development

Cost Analysis

Communication
and
Coordination

Team
Incentives

Strategic
Thinking

Macro
Leadership

Transformation
Management

Kaori has implemented different training durations based on employees' performance evaluation:

Short-
term

Buiures] [enpiaipuj

In addition to comprehensive introductions and explanations in various fields by HR, occupational safety,
quality, and the welfare committee, each business unit also arranges relevant pre-employment training
to help new employees understand the products, technologies, and application areas of their respective

units.

Medium-
term

Kaori has developed its own training blueprint and annual training plan; through capacity analysis and

performance evaluation, employees are assigned to internal and external training courses that are
suitable for them.

Long-
term

Provide education subsidies to assist employees in career development, so that employees can self-
study to strengthen their professional functions and improve work performance.
There is an internal lecturer mechanism for transforming personal knowledge into corporate resources,
improving personnel quality, and continuing to make breakthroughs and progress.
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Training Overview for 2023
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537

176

Employee count

Friendly Workplace

[ Female [l Male

Average hours

23.31

Classification Total training N.o.. of Employee count Average training
hours participants hours
Female 3,5658.20 1,377 176 20.22
Employee gender
Male 13,058.70 4,515 537 24.32
Direct 9,836.90 3,596 442 22.26
Employee category
Indirect 6,780.00 2,296 271 25.02
Managerial 2,800.10 852 98 28.57
role
All employees Non-
managerial 13,816.80 5,040 615 22.47
role

Annual average training hours

23.31 hour(s)
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Note: Annual average training hours = total training hours / number of employees in the year = (3,558 + 13,059) / (176 + 537) = 23.31

hours per employee.

Outcomes of Training Conducted in 2023

Course sessions

Total training hours

No. of participants

Total expenses

1 Specialist training 372 6,041.00 2,508 851,780
9 Worker safety and 105 6,303.90 1,956 356,975
health
3 Training of 10 210.50 62 55,352
managerial skills
4 General !<r.10wledge 32 1,862.00 153 2,700
training
5 Self-inspiration 3 886.00 3 40,973
training
6 Cybersecurity 8 312.50 246 57,300
management
7 Sustainable talent 8 1,001.00 964 -
development
Total 538 16,616.90 5,892 1,365,080
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In order to maintain competitiveness, we continue to plan various training activities every year, including
management communication series and professional skill improvement courses. Kaori provides learning
resources through multiple channels to enhance employees' capabilities. Employees have expressed that the
courses arranged by the company meet their job requirements, improve their work efficiency, and achieve
the goal of aligning training with job needs.

Employee training hours

In 2023, the total training hours for employees reached 16,617 hours, with a total of 713 employees on staff
that year, resulting in an average of 23.31 training hours per employee annually. Additionally, the expenditure
on education and training in 2023 was NTD 1,365,080, with an average training cost of NTD 1,915 per
employee.

Kaori's education and training system is structured to cater to both new employee training and on-the-job
training. The training framework and system are designed to evolve with the Company's operations and
employee development, taking into account the broader environment and future company development, as
well as shifts in personnel roles.

New Employee Training Mechanism

To enable new employees to familiarize themselves with the environment, understand their job roles, and
quickly assimilate into the corporate culture, pre-employment training courses are regularly conducted.
The frequency and duration of these courses are adjusted flexibly based on actual needs. The pre-
employment training courses for new employees include both general knowledge courses and specialized
pre-employment training. General education courses include: Company introduction, human rights policy,
management regulations, salary overview, cybersecurity, quality safety, labor safety and health, and
employee benefits. Except for the 3-hour quality safety course and 6-hour labor safety and health course,
the remaining courses are scheduled flexibly, with a total of 12 training hours. Pre-employment training for
specific business units is arranged and determined by each unit individually.

7.3.2 Performance evaluation and career functions

Employees undergo performance evaluation two times a year and are entitled to promotional opportunities
and rewards according to the performance evaluation policy. The Company hopes to see every employee
realize their full potential and have the best talent lead the teams in taking responsibility, making decisions,
coordination, execution, and collaboration toward accomplishing corporate goals.

Employee Career Development

Performance evaluation helps to improve the Company's human resources system and further improve the
overall management system. New employees of Kaori are required to be evaluated after three months of
employment. This process guides supervisors and colleagues to understand the company's expectations
regarding behavior, results, and personality traits. It also evaluates the employee's work abilities and
attitudes during the probationary period to determine whether they meet the expectations of their supervisor,
colleagues, and team, as well as how well they have integrated into the corporate culture. Supervisors
conduct fair, reasonable, and objective performance evaluations in accordance with operational guidelines,
ensuring that every team member clearly understands the role they are expected to play in their position.
This process encourages employees to strive to meet performance expectations across various roles, while
also providing them with clear work objectives and guidance for future performance improvements, all aimed
at achieving the overall business objectives.

In 2023, 100 new employees were required for evaluation (the number of Taiwanese new recruits). A total
of 96 employees participated in the probationary evaluation, and 90 participated in the annual evaluation,
regardless of gender. In addition to emphasizing reaching a consensus on work goals between employees
and supervisors, its purpose is to adjust its functions into two major goals of "focus on developing employee
capabilities, with performance evaluations as a secondary support," hoping to nurture and develop
employees' personal capabilities to enable them to master their roles proficiently, thereby enhancing the
Company's competitiveness and overall organizational effectiveness, with the expectation that they will
become key contributors to the Company.

Friendly Workplace

¢ Evaluation of new Taiwanese employees

Annual Total head count in 2023

assessment New Taiwanese employees: 100

2023
Performance Evaluation
Ratio for

Number of people
Category evaluated

Percentage %

Existing Employees

Job position Male Female Male Female
100%
Indirect employees 10 9 11.1% 10.0%
Direct employees 65 6 72.2% 6.7%
Total 75 15 83.3% 16.7%

. Subjected to performance evaluation

Employee Performance Evaluation and Career Development I Not subjected to performance evaluation

In addition to new employees, the Company conducts performance evaluations every six months based on
job levels. This helps in monitoring work progress and adjusting bonus amounts. The evaluation rate for all
employees, excluding new hires, is 100%. In addition, based on supervisor evaluations/attendance/individual
performance, supervisors at all levels nominate employees with excellent work performance. In 2023, 25
employees were promoted, with 60% in technical roles, 40% in administrative roles, and 56% in direct
personnel.

7.4 Remuneration and benefits
7.4.1 Salary Policy

The Company sets salaries at levels that reflect employees' skills, professional capacity, experience, and
individual performance. The promotion system has also been designed to be fair and open to employees.
The Company strives to maintain equality between genders and offer equal compensation for employees with
the same job role. The Company does not differentiate by gender, ethnicity, religion, political association, or
marital status. Kaori regularly examines the salaries offered by industry peers to ensure that its compensation
and welfare policy remains competitive at attracting and retaining talent. For new recruits, salary is
determined based on professional capacity, technical know-how, experience, and work-related skills. Existing
employees, also have salary levels and benefits determined according to performance. The Company
calculates compensation and benefits in accordance with the laws of Taiwan, and entry-level employees

are offered salaries that are higher than the local minimum wage on average. For senior employees, the
Company has a talent retention program that offers special benefits such as life insurance and full health
checkups. Employees that exhibit outstanding performance are entitled to extraordinary salary adjustment as
encouragement. In response to the expansion of the Company's operation scale, the "Remuneration Policy"
has been formulated.

In 2023, the salaries of entry-level employees were verified based on their educational backgrounds, and
there was no difference based on gender. The ratio of salaries of entry-level employees in 2023 to the legal
wage ratio and the gender ratio of general employees to mid-level and senior supervisors in the past two
years are as follows:

2023 Comparison of
fresh graduate starting
salary to the statutory
minimum wage

Fresh graduate
Personnel
REINENS

Year starting salary

S Average salary

® Calculation basis as a technician on the following

basis:
Direct Base salary + position allowances + attendance
33,588 1.27 .
employees bonus + meal allowance + technical allowance +
2023 certification allowance (shift allowance is calculated
separately)
Indirect ¢ Calculation basis as an administrative assistant
32,000 1.21 (8H):
employees

Basic salary + attendance bonus + meal allowance

Note: The above table is based on Taiwan's local labor statistics. In 2023, it was NT$26,400.
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Ratio of the general manager's annual salary to employees' median salary ¢ Other regulations:

Retirees shall fill out the Retirement Application Form and proceed with approval. After each unit signs off

1.9484 for employees subject to mandatory retirement, they notify the retirees to complete the formalities. The
employee's right to claim pension shall be extinguished if not exercised within five years from the month
Percentage of salary adjustments in the past two years following the date of retirement.
Job Rank/Year 2022 2023 ® Contributions to pensions under the new pension scheme:
The Company makes contributions according to the monthly salary grading table, with a contribution rate
Managerial role 3% - 4% 2% - 5% of 6% to the individual pension account held with the Bureau of Labor Insurance.
Non-managerial role 5% 5%
According to the Labor Standards Act, Kaori makes monthly contributions to a "retirement reserve fund,"
Note: Supervisor/Managerial role refers to section chief and above which is held in a trust account at the Bank of Taiwan. In response to the implementation of the new labor
pension system in 2005, we also completed the selection between the old and new pension schemes for all
7.4.2 Retirement protection employees. The Company's monthly contribution for employees choosing the old system is 6% of the total
salaries of employees under the old system. In addition, based on the actuarial report from the previous
The pension system planning is based on the "Labor Standards Act" and the "Labor Pension Act" to protect year, we calculate the total annual retirement contribution for the following year. The accounting department
the rights and interests of employees to claim pensions in the future. then prorates this amount over 12 months. If the monthly contribution based on 6% falls short of the prorated
amount, the accounting department will make up the shortfall to align with the actuarial estimate. For
® Retirement eligibility: employees who have chosen the new pension system, the Company contributes 6% of their insured salary
An employee may apply for voluntary retirement under any of the following circumstances: to their personal pension account every month.
1. Those who have served for more than 15 years and are at least 55 years old. Employees may also voluntarily contribute within 6% of their monthly wages to pension funds. The portion
2. Those who have served for more than 25 years. voluntarily contributed by laborers can be fully deducted from the total comprehensive personal income of the
year. In addition, employees are entitled to various insurance benefits in accordance with relevant laws and
An employee may be forced to retire under any of the following circumstances: regulations. Statutory insurances: labor insurance, national health insurance, and company group insurance. .
1. Aged 65 or above. 7.4.3 Diverse welfare systems i
2. Mentally or physically disabled, making them unfit for work. 5
Kaori arranges Labor Insurance and National Health Insurance coverage for employees as required by g
® Benefit standard (pension under the old scheme): laws and ensures that employees are paid the benefits they are entitled to. By promoting a harmonious
For each year of service less than 15 years, two base figures are given for each year of service. Those labor-management relationship and catering to employees' wellbeing and health, the Company aims to
W|th more than 15 years of Service experience are given a base number for each year of Service_ The help employeeS grOW in ||fe and at Work. In 2023, Kaori pald b|rth and Ch|ld care SUbSidieS totaling NT$1 45
maximum total is 45 bases. Any portion less than half a year is to be counted as half a year; any portion million.
more than half a year is to be counted as one year. An employee who has been forced to retire and suffers .
from mental or physical disability attributable to duty shall be subject to an additional 20% of the amount Expenses of benefits by year .
specified in the preceding two paragraphs. unit: NTD
Benefits/year 2022 2023
® Base calculation (pension under the old scheme): ..
The pension base conversion standard is the average salary for the six months prior to the approved Life insurance 2,477,760 2,865,954
retirement. Health insurance 1,103,105 1,130,986
. Childbirth and childcare subsidies 1,030,000 1,450,000
® Payment period:
Retirees who meet the requirements for voluntary retirement shall be paid pension in full within 30 days Wedding subsidies 285,000 543,400
from the date of retirement. If payment cannot be made all at once, the Company may report to the
competent authority for approval and make payment in installments. Key Benefit Measures

Benefit Category Benefit details

Life insurance, accident insurance, medical insurance, cancer insurance,

Life insurance ; :
occupational hazard insurance

Health insurance Health insurance
Health checkup Health checkups once a year
Employee catering Establishment of employee cafeterias (subsidized 50%)
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Pension Plan @ Childcare benefits and unpaid parental leave N
Contribution Plan Description Employees whp have childcare needs are entitled to .
apply for unpaid parental leave according to laws. Kaori ) )
* Old scheme: The employer makes contributions equal to 2% of workers' monthly not only offers childbirth subsidies in response to the & | single birth: NT$50,000
Pension fund contribution salaries into 5?1 Iabor.pen.5|on fund accoount ' . government's birth incentives, but also tends to the needs | e
plan * New scheme: Contributions equal to 6% of employees' monthly compensations are of working mothers with the establishment of nursery @ @ Twins: NT$100,000
made into their individual accounts held with the Bureau of Labor Insurance Vi ;
rooms that cater to employees' individual and family needs. Triplets:
Contribution as a percentage . In 2923, 3 male _employees and 4 female employees @’ ‘@ @ NT$150,000
of remuneration applied for unpaid parental leave, and 2 female employees

were reinstated at the end of their unpaid parental leaves
during the year, representing a reinstatement rate of 100%.

Other Benefit Measures

- J

The Company's Employee Welfare Committee ensures that 0.15% of the operating revenue and 20% of the
income from the sale of scrap are contributed to the benefits pool on a monthly basis. The Employee Welfare
Committee continues to organize activities that aim to relieve stress and promote interactions between

Reinstatement and retention of unpaid parental leave

employees. Below are some of the benefits arranged by the committee: Category Items Gender 2022 2023
1. Domestic and foreign group trips 3. Emergency relief = ) Male ! 1
No. of employees qualified for parental leave in the E | 7 5
2. Childbirth, wedding, funeral, hospitalization, 4. Children's scholarships current year emale
and military service subsidies 5. Festival bonuses Total 14 16
2.1 Childbirth idy: . .
Chi (.jb'rt s.ub3|dy 6. Sports and recreational equipment Male 1 3
* Single birth: NT$50,000 7 Birthd lebrat birthd " No. of employees applied for parental leave in the Female 9 4
* Twins: NT$100,000 ' bilrthd: , g:si S et Total 10 7 3
i ota I
* Triplets: NT$150,000 y g
* Additional births are calculated at a proportional rate ) o o _ Male 1 3 5
2.2 Childcare subsidy: 3l:l(;)a.ro(pf))eople due for reinstatement in the current Female 10 5 §
Applicable to children below the age of 6 who are registered in the same household as the Company's Total 11 5
employee; paid at NTD 10,000 per child per household per year. - ’ 5
No. of people reinstated in the current year (B) Female 5) 2
Total 6 5
Male 100% 100%
Reinstatement rate (B/A)
Female 50% 100%
Male 0 0
No. of reinstated employees due for reinstatement
. . . Female 3) 2
from unpaid parental leave in the previous year (C)
Total 3 2
Male 0 0
No. of employees having worked for more than 12
. Female 1 1
months after reinstatement (D)
Total 1 1
Male - -
Retention rate (D/C)
Female 100% 100%

Note: Reinstatement rate = actual total number of employees after parental leave (B) / total number of employees who should be
reinstated after parental leave (A) * 100%.
Retention rate = Total number of employees who remained on the job for 12 months after completing the parental leave (D) / Total
number of employees who were reinstated from the parental leave during the previous reporting period (C) * 100%

7.5 Human rights protection and diverse and inclusive labor-management relations
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7.5.1 Attention to human rights

Kaori values human rights and enforces labor policies and a proper work spirit in a fair and respectful
manner. The Company is committed to creating a culture of fairness, inclusivity, and open communication as
well as shaping a work environment that protects human
rights; it goes to great lengths to incorporate relevant
values into employees' work activities and corporate
culture. In addition to complying with national laws,

the Company protects workers out of respect for their
human rights and observes international conventions
regarding gender equality, prohibition against all

forms of discrimination, forced labor, child labor, and
avoidance of long work hours. We do not tolerate any
form of harassment, discrimination, or any behaviors
that are against employment laws. Kaori committed no
human rights violations in 2023. In 2024, the Company
expects to introduce a human rights protection system
by conducting human rights due diligence, adhering to
international human rights conventions, and fostering a
culture of diversity, equality, and inclusion. The photo on
the right shows human rights promotion during the all-hands meeting.

We comply with labor laws and regulations and the regulations for the management of migrant workers to
protect the human rights and interests of our employees. We are committed to 100% compliance with the
requirements of relevant labor laws and regulations and publicly disclose our labor policies in accordance
with the RBA standards. Additionally, we require our suppliers to sign a Corporate Social Responsibility Code
of Conduct statement, prohibiting the employment of child labor, the use of young workers in hazardous
work, and forced labor. At the same time, we regularly assess the risk of forced labor.

The Company's "Personnel Management Rules" explicitly state that no form of forced labor, confinement,
bondage, prison labor, mortgaged (including debt-bonded), anti-trafficking, or slave labor is used and that
employment must be voluntary. In addition to complying with labor laws and regulations, the management
measures for foreign migrant workers are specially formulated to protect their labor rights.

The management department regularly assesses the risk of violating labor rights, such as non-discrimination,
forced labor, and prohibition of child labor. If there is any violation, the risk and control measures are
described in the table below, and the information is disclosed to the supervisor to ensure that similar
situations will not occur in the future.

Prohibition of forced labor

Risk assessment Risk assessment

Internal control work hours Verify the interviewee's age using their ID to ensure

. o they are at least 16 years old.
Implementation principles

Not forcing or coercing unwilling employees to per- Implementation principles

form labor services or work overtime No hiring of child workers under the age of 16

Control measures

® The HR department verifies identity using the
National ID Card during interviews

¢ Control and manage the date of birth when
receiving resumes.

Eliminate unlawful discrimination

Control measures
® Working hour control

¢ Continuous attendance, regular/holiday
attendance tracking

* Provide feedback channels

Prohibition of child labor

Risk assessment

In accordance with Taiwan's labor laws and
regulations, newcomers are subject to the
principle of non-discrimination in interviews, on-
the-job employee training, compensation, and
promotion.

Implementation principles

No personal information unrelated to work is
asked during new employee interviews, and
verbal discrimination is prohibited between
incumbent colleagues and their supervisors, or
between colleagues

Control measures

Regularly review whether regulations and the
internal management system comply with legal
requirements

Safety and health environment

Risk assessment

Friendly Workplace

Risk assessment

¢ Conduct thorough hazard identification and risk
assessment — High-risk job positions should be
closely monitored

® Implement occupational disease prevention and
promote employee physical and mental health.

Implementation principles

stablish a company safety culture and create a
friendly work environment.

Control measures

¢ Set up personal safety and workplace protection
measures.

* Provide medical assistance and on-site doctor
services.

® Conduct employee education and promotion

Work-life balance

Expand interpersonal interactions among colleagues through participation in leisure activities, and strive to
maintain work-life balance and physical and mental health of employees.

Implementation principles

The Welfare Committee organizes activities related to tourism, manual labor, and sports.

Control measures

Strengthen internal publicity channels, encourage employees to participate, and distribute questionnaires to

participants after the event to optimize future events.

Kaori is committed to complying with Taiwan's labor-related laws and regulations. We have established
guidelines that include working hours and wages, humane treatment, non-discrimination, anti-bullying at

the workplace, and freedom of association. These guidelines also cover the prevention of involuntary labor,
sexual harassment prevention, maternity protection in the workplace, and measures to prevent unlawful harm

while performing job duties.

Implementation of various human rights indicators in the past two years

2022 2023

® No incident of discrimination

® No prohibition against freedom of association

® No incident of child labor occurred

* No major incidents of forced and compulsory

labor

No incident of discrimination

No prohibition against freedom of association
No incident of child labor occurred

No major incidents of forced and compulsory
labor

133

-
=
@
=
=

<
9]
3
=

°
o
Q
@




134

KAORI | Chapter7

7.5.2 Human rights and anti-discrimination

Kaori prohibits any form of sexual harassment,
sexual abuse, corporal punishment, mental or
physical coercion, or verbal abuse or inhumane
treatment of employees. If employees have doubts
about the Company's system or the management Py
of officers, they can file a grievance in writing. The atmiehles
Administrative Management Division will handle the Employment
discrimination against the employee in accordance RS
with the "Employee Reporting and Grievance
Handling Procedures." With an independent and
objective attitude, we seek to understand as soon

as possible. If the investigation results are true, the
Company will punish the discriminator and inform the
complainant of the outcome.

Freedom of
Association

Human Rights
Protection

Under the control of the effective mechanism, there were no related discrimination cases in 2023. In
addition, we also conduct human rights communication and training, such as getting new employees to sign
documents through new employee training courses, electronic official document reminders, requiring on-
site personnel to sign, requiring suppliers to sign an ethical commitment, and customer confirmation during
audits.

7.5.3 Labor-Management Communication

Good labor-management communication helps the Company improve weaknesses and develop the solid
foundation needed to raise competitiveness. The Company provides a broad diversity of communication
channels that employees can use to express opinions. Kaori believes that effective communication and
bilateral interaction between labor and management is a useful way of uniting employees. Employees who
have physical or mental disabilities are offered assistance from a variety of sources; meanwhile, efforts are
made to learn and adjust their workload and to provide care, support, and assistance where possible.

Employees are able to express opinions through the Employee Welfare Committee, labor-management
meetings, the grievance mailbox, and the grievance hotline. Kaori has the “Regulations for Implementing
Labor-Management Meeting” in place to support a harmonious work environment. Labor-management
meetings are held once every three months to facilitate communication and cooperation between labor

and management for the benefit of both sides. The Company also ensures that all of the employees'
opinions, suggestions, and feedback are handled by dedicated personnel. Meanwhile, systems have been
implemented to protect employees from all forms of retaliation and threat. Although the Company does not
have a labor union or collective bargaining agreement, it holds regular labor-management meetings and has
transparent communication channels in place.

Matters to be discussed in labor-management meetings

® Regular announcements and reminders of various
bonus distribution matters

® Annual calendar publication

® Establish online employee communication
channels, such as various social networking
sites, to increase two-way communication
with employees without time difference

® Employee annual physical examination and
employee health consultation services

¢ Distribution of employee remuneration

® Promote various employee activities and organize
publicity, including annual year-end parties.

A total of four such meetings were convened in 2023, and each meeting had 20 participants. No grievance
were raised internally and no misconduct report was raised externally during the year. Kaori handled the
report according to relevant policies and will continue following up on subsequent progress while taking
preventive measures.

Friendly Workplace

Grievance Channels

Grievance mailbox: jocelyn@kaori.com.tw % Grievance hotline: 03-4527005 #236

All-round communication channels, diverse, two-way, and open response mechanism, through the
implementation of employee communication and feedback, so that colleagues' voices can be effectively
handled and responded to, and colleagues' doubts are resolved through a fair, confidential, and expedited
handling process to build a good labor-management relationship.

Diversification of Labor-management Communication Channels

The Company respects employees' legal rights to freedom of assembly and association. Establish labor-
management meetings, occupational safety and health committees, and employee welfare committees in
accordance with the following table:

Meeting name Meeting chairperson Frequency of meetings 2023 Feedback issues

Labor-management meetings Labor-employer rotation Once a quarter No material issues

Occupational Safety and Health

. No material issues
Committee

Labor-employer rotation Once a quarter

Employee Welfare Committee Chairperson Once a quarter No material issues

Grievance/Whistleblowing Committee rotation According to actual

- . No material issues
Evaluation Committee needs

Sexual Harassment Review . . According to actual
Committee rotation

. No material issues
Committee needs

We adhere to the principle of information confidentiality. Employees or potential employees raise any
questions, suggestions, complaints or grievances to their supervisors or managers in good faith, or
participate in the investigation or handling of any of them in any way. No employee will be subjected to
dismissal, blacklisting, discrimination, harassment, intimidation, retaliation, or any other adverse employment
decision for doing so.

7.5.4 Freedom of Association

Kaori respects and protects the legal rights of employees to form or join organizations, as well as their rights
to collective bargaining and peaceful assembly. Furthermore, we undertake not to inflict unequal treatment
on employees who participate in the above association activities, nor to use rewards or intimidation to
control or attempt to control employees. The Company shall not interfere with employees in establishing
their own charters and rules, freely choosing their representatives, managing their organization and
activities, and creating their own plans. Under the open association system, employees are not subject to
retaliation, threats, or harassment, and they can openly communicate with the Company about work and
management issues. Kaori employees do not have an employee union, but the Company still provides open
communication channels.

7.5.5 Minimum notice periods regarding operational changes

Should the Company encounter a major change of operation that affects employees' rights or terms of
employment, we comply with the "Labor Standards Act" regarding the minimum notice period for terminating
labor contracts, as outlined below:

¢ If the individual has served at the Company for more than three months but less than one year, the notice
shall be given ten days in advance.

¢ |f the individual has served at the Company for more than one year but less than three years, the notice
shall be given twenty days in advance.

* |f the individual has served at the Company for more than three years, the notice shall be given thirty days
in advance.
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7.6 Workplace Safety and Health 2023 Benchmark Implementation Results

Material issues Management Approach * Total Identified at the Plants:
1144

Policy 1. Comply with occupational safety laws and regulations; protect safety and health; 2. Cherish workers'
lives; raise safety awareness; 3. Emphasize workplace discipline; promote workplace safety and health;
4. Implement self-management; strengthen audit and inspection; 5. Provide adequate counseling and
communication; 6. Continuously review and improve; move towards sustainable development

* Risks and Opportunities: 36

Hazard identification No. of Regulations: 125

Goal To establish a safety culture and create an occupational disaster-free work environment.
Occupational Incidents: 4

lﬂ) Commitment To reduce the risk of occupational accidents and provide a quality occupational safety and health False Alarm Investigations: 1
o— work environment through continuous improvement and systematic operation, moving towards the
o goal of zero incidents and sustainable development.
Workplace safety Measures * No. of Audit Items: 195
and health * Based on "ISO 45001:2018 Occupational Safety and Health Management System" and the "Occupational
Safety and Health Act" * No. of Non-Conformances:120
° Comply with occupational safety and health laws and other requirements, establish hazard identification and . o Total: 11 Internal Safety
classification management system to reduce occupational safety and health risks and Health Audits
® Occupational safety and health system, self-inspection, maintenance, repair, and management, and safety Goals and
and health audit operations Management Plans
® Occupational safety and health education and training, emergency response and drills, and work environment
measurement

Implementation of safety and health indicators in 2023

In order to establish a corporate safety culture, Kaori is committed to e

providing employees, customers, business partners and other stakeholders — \ Occupational safety and health indicators Scoring criteria . Actual value -
with a safe, comfortable and healthy workplace environment. In 2023, PRES T e T g
Kaori successfully implemented the ISO 46_3001 :2918 Occqpationgl Health 3 Target management program . g
and Safety Management System and obtained third-party international pone oo, T achievement rate (%) [1 - (Number of overdue cases/total cases)] *100% 100% 100% z
certification. Wﬁ}m’é'n' 2 Operational control achievement rate (%) [1 - (Number of overdue cases/total cases)] *100% 100% 100% §
With the management system framework, we implement the PDCA cycle e e 3 L"S,‘if)onvfnnﬂilt (r;ot;? of ke and f,',“suc'(‘}i;;zf;f;‘;;‘; B;%\@:em cases/Number of 100% 100%

concept focusing on safety and health to continuously improve the safety of Compliance rate of the actual values

the working environment in each factory, reduce and eliminate workplace 4 with legal standards for the operating [1 - (Number of cases exceeding the legal standard 100% 100%
. . . . . ) o value/Total measured cases)] *100%
hazards and related iliness, and aims to achieve sustainable operations environment monitoring (%)
while fulfilling our social responsibility. 5  Education and training efficiency (%) [1 - (Number of outstanding cases/total cases)] *100% 100% 100%
T ) ) [1 - (Number of employees without recognized
4 ii?)dlnniisez Tet?ti?i];gﬁgizn(gf; with certificates/Number of employees required to have 100% 100%
9 0 recognized certificates)] *100%
7.6.1 Occupational Safety and Health Policy and System Compliance rate with regulations and (Number of action plans taken/Total number of o o
6 : N L rnno 100% 100%
other requirements (%) nonconformities) *100%
Kaori's occupational health and safety policy has taken into account the following considerations: 2 gL:‘teo{nlySted inspection implementation (Items implementeditems to be implemented) *100% 100% 100%
Including the organization's mission, scale, T\ 8 Health checkup implementation rate (%) (Number of pef)ple who underwent the Chfmk luNumber 100% 100%
. . o . . IX{ KAORI HEAT TREATMENT CO,, LTD. | of people required to undergo the check) *100%
O) sl lile Ol EI= T likileisi s the nature of its products or services, and the Ocsupational Safety and Heslth Policy | 5 ol safoty and healih e (Number of participants/otal number of participant
complexity of the workplace. Koot s oot s, 4. st sty st g | ccupational satety and healih commitiee umber of participants/total number of participants 9 9
P Y P e voners | 9 participation rate (%) required) *100% 100% 83%
O ) I H I h d S f Understand the OCCUpat|0na| health and mmsmmmm‘mpwamm-mmmwmm'wws”“ 3 : Passive performance indicators
lofelbforztilolpr=| Rl liigielple iz ii=ils  safety risks and opportunities faced by the oo st o | o )
o . e o by ; | T Number of disabling injuries x 1,000,000)/Total workin
Risks and Opportunities organization through hazard identification and o e o e e , 1 Disabling injury frequency rate (FR) Lours gm ) 9 <1.77 4.08
risk assessment. : ’ Number of days lost due to disabling injuri
: : g 2 Disabling injury severity rate (SR) (Number of days lost due to disabling injuries x <35 4.08
Comply with all legal and other requirements - 1,000,000)/Total working hours
Legal and other requirements applicable to the occupational health and safety . | 3 Fragile States Index (FSI) V(F.R.IS.R./1,000) 0.249 0.129
of the organization. | Annual health checkup abnormality rate (Number of people with abnormality/total number of 0 0
. ) L cramn B4 , 4 (%) people undergoing annual health checkup) *100% 85% 82%
Consider the expectations of the organization's obo Resrosemaie - {84~ RO ~ A | S T )
Stakeholders' expectations stakeholders, including employees, customers, o | 5 (f:o;tractor disabling injury frequency rate LNumber of disabling injuries x 1,000,000)/Total working <177 0
investors, and regulatory authorities. 7 (FR) ours
Percentage of false alarms, ill health, and [1 - (Number of cases not investigated and analyzed/
) ) ) ) ) ) ] ] ) 6 property damage cases investigated and ~ Number of cases to be investigated and analyzed)] 100% 100%
With the above considerations in mind, Kaori has redefined appropriate occupational safety and health analyzed (%) *100%
policies to ensure a safe and healthy work environment, prevent work-related injuries and diseases, and Note: 1. The FR and SR targets are based on the data of "Machinery and Equipment Manufacturing Industry" according to the statistics
continuously improve occupational safety and health performance. of the Ministry of Labor in 2022 (peers reference)
2. Number of people with abnormal health checkup: Personnel classified as Levels 3-4 according to the health checkup report in
2023
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Worker involvement Occupational Safety and Health Training Implementation Results in 2023

Safety and health are an eternal issue for enterprises and the basic right of every worker. Worker participation
in safety and health is a key factor in improving occupational safety and health performance. According to
the 1ISO 45001 occupational safety and health management system standard, worker participation refers

to the participation of workers at all stages of the planning, implementation, evaluation, and review of an
occupational safety and health management system.

Plant Zhongli Plant Kaohsiung Plant

Total training hours No. of participants Total training hours No. of participants

Safety and Health
Female \E] Female Male Female Male Female

In order to encourage workers to participate in the PDCA, Kaori expects to:

Direct 367.50 1,803.80 140.00 581.00 288.0 1,385.0 49.0 258.0
Employee
' icinating i i i catego
Raise safety and health By participating in safety_ and health management, workers can raise their gory Indirect 72210 149550  328.00 535.00 720 170.0 24.0 41.0
awareness awareness of and attention to safety and health.
Ir\(/llaenagerlal 169.50  641.00  68.00  233.00 40 37.0 1.0 10.0
Improve safety and health Workers can provide first-line information and advice to help enterprises effectively Job
performance identify and control hazards. Classification  Non-
managerial 920.10  2,658.30  400.00 883.00 356.0 1,518.0 72.0 289.0
role
Improve iob satisfaction By participating in safety and health management, workers can feel the Company's
P | respect and care for them, thereby improving work satisfaction. Nationalit Domestic 1,089.60 3,201.80  468.00 1,049.00 360.0 1,424.0 73.0 264.0
ationality
Classification
Foreign - 97.50 - 67.00 - 131.0 - 35.0
30 and below  109.50 307.60 49.00 127.00 52.0 334.0 6.0 44.0
Consultation and Communication , é?e coion 30-50 84560 256740 36100 83500 2550 11720 490 241.0 "
Workers have the right to offer opinions and suggestions on safety assification g
and health matters. 50and above 134.50 42430 5800 15400  49.0 53.0 16.0 16.0 =
Create a Kaori's dedicated safety, health, and wellness area, leveraging Z
the convenience, immediacy, and privacy of LINE to lower the threshold for Total 4,388.90 1,584.00 1,915.0 372.0 :
workers to participate in safety and health management.
Average training hours 2.77 hours/person 5.15 hours/person

The operation status of the safety and health committee meetings in 2023 (workers should be represented

Education and Trainin
9 on the safety and health committee)

Workers shall receive necessary safety and health education and training.

Number of labor and management representatives on the Attendance

Occupational Safety and Health Committee and 2023

Occupational Safety

participation
Zhongli Site Kaohsiung Plant rate

and Health Committee

Labor Employer Labor Employer 830/
°

13 16 4 7 83%

29 1
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7.6.2 Occupational Safety and Health Committee

In order to listen to the opinions of employees and their representatives and encourage them to actively
participate in all activities of interest in the occupational safety and health management system, we

are committed to continuously eliminating the chance of hazards and achieving the effect of disaster
prevention through continuous improvement. The Company has also assembled an Occupational Safety
and Health Committee that consists of plant managers, occupational safety personnel, and worker-elected
representatives. No. of committee members in the Zhongli Plants: A total of 29 committee members in the
Zhongli Plants, including 8 in Zhongli Plant 1, 7 in Zhongli Plant 2, 7 in Zhongli Plant 3 (including worker
health service personnel), and 7 in Zigiang Plant , as well as 11 committee members in the Kaohsiung Plant.

The Occupational Safety and Health Committee convenes meetings regularly to discuss, promote, review,
supervise, and resolve issues concerning occupational safety, health, and environmental protection. Through
regular supervision and execution of improvement plans, the committee is able to promote work safety
awareness among plant workers and take steps toward reducing the injury rate and contributing to the
Company's zero hazard vision.

Number of Occupational Safety and Health Committee members in each plant

Zhongli Plant 1 Zhongli Plant 2 Zhongli Plant 3 Zigiang Plant Kaohsiung Plant

8 7 7 7 11

There are a total of 11
committee members in the
Kaohsiung Plant

There are a total of 29 committee members in the Zhongli Plants

Overview of Occupational Safety and Health Committee Meetings in 2023:

SEliE] ancringiﬁlr:gscommlttee Meetings are held quarterly/four meetings per year according to law

Establishment of a safety and health management system
Adjustment of pandemic prevention policies at the plants
Improvement of lane warning at Zhongli Plant 3

Labor health management and promotion

Safe Site Certification

Respiratory fit test and evaluation

Key resolutions and actions

Organizational Chart of the Occupational Safety and Health Committee

Chief Committee Member

1

Worker Representative

Occupational Safety and

Site Manager .
Health Officer

Friendly Workplace

Professional Certification and Training

Zhongli Site

Certified occupational safety and health officers: 11

® Class-C occupational safety and health managers: 2

® Class-C occupational safety and health managers
(construction industry): 1

® Class-A occupational safety and health managers: 4

® Class B occupational safety and health officers: 1
® Class A occupational safety and health officers: 2
® Professional nurses: 1

*The above licenses are in compliance with the laws and regulations and are valid and have completed the retraining.

Employees subjected to relevant safety and health training: 208

1-tonne+ forklift operators: 34 * Pressurized gas equipment operators: 14
First-aid personnel: 24

Kaohsiung Plant

Certified occupational safety and health officers: 2

* Fire safety managers: 4 ® Oxy-fuel welding operators: 3

® Organic solvent operations managers: 4 ® Crane operators: 55

® Dust operations supervisors: 1 ® Crane operators for loads of 3 (5) tonnes or more: 3
® Hypoxia operations supervisors: 3 e Stationary crane operators (for loads less than 3

® Pressurized gas supply and consumption supervisors: 4 tonnes): 52

® Pressurized gas production safety officers: 2 * Radiation protection training in place of Radiation

® Special chemical substances supervisors: 2 Safety Certificate: 3

[ ]

[ ]

® Class-A occupational safety and health managers: 1 ® Class B occupational safety and health officers: 1

*The above licenses are in compliance with the laws and regulations and are valid and have completed the retraining.

Employees subjected to relevant safety and health training: 34

* Forklift operators: 7
® Stationary crane operators: 18
® Pressurized gas equipment operators: 3

¢ Retraining for first-aid personnel: 4
® Fire safety managers: 1
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KAORI Chapter7 Friendly Workplace

7.6.3 Labor health services

® Nurse (occupational health) primary tasks:

1. Complete employee health checkups (for general and special operations). 3. Improve employees' health consciousness:
2. Apply tier-based management for general and special health checkups and offer health guidance and Health-related articles will be disseminated to strengthen employees' health knowledge.
knowledge. 4. ESG practices and social responsibilities:
3. Suitability assessment and reinstatement of new recruits and existing employees. Organize blood donation events in line with the Company's sustainability philosophy, with employees
4. Implement and evaluate the four main programs (abnormal workload, ergonomic, maternity, and over- actively participating in the initiative.
stress).
5. Implement and evaluate the senior program, respiratory protection program, and hearing protection

program.
6. Organize first-aid personnel training programs.

/. Maintain the Company's LINE health promotion fan group. Through the fan group's functions, establish
occupational safety and health-related reporting content (including occupational hazard reports, false
alarm incident reports, maternity protection reports, and unlawful harassment reports). This platform
not only provides employees with more accessible health consultations and promotion channels but
also enables real-time reporting, allowing occupational safety personnel to intervene and address
issues promptly.

2023 Promotion Highlights:

Kaori values the health and safety of its employees. 2
In addition to annual health checkups, the Company - & i | 2
is progressively enhancing health management and i | g
skill training for employees through the following i g_:
measures. . _ = 2 Employee health checkups
1. Improve and prevent occupational illness at plant

sites: - Kaori has long been committed to “protecting the safety, health,

By leveraging the expertise and knowledge of and welfare of workers and stakeholders, preventing occupational 2023

both general practitioners and medical specialists, hazards, and promoting employees' physical and mental health”, and Annual Employee

Kaori aims to identify hazards associated with the has implemented policies that are more stringent than what the laws Health Checkup Rate

workplace and operations and provide employees _ require. The Company organizes employee health checkups once a

with the knowledge and recommendations needed W year. An organization-wide health risk assessment is conducted after 1 OO%

to avoid occupational hazards and accidents. : : : each checkup report to highlight high-risk employees for consultation

and regular follow-up with physicians and to identify medium-risk

Z. Enhance emergency response and first-aid skills at - employees for health-related discussions.

plant sites: n

® In order to improve colleagues' knowledge of
emergency care and first aid, AED and CPR
training courses were arranged and held for the
entire Zhongli Plants in September 2023, and the
"Safe Place" certification was obtained from the
Department of Public Health of the Taoyuan City
Government.

© Kaori will train first aid personnel on a monthly
basis and organize courses that other employees
may take part in from time to time. These training
efforts will help improve emergency response
and crisis awareness of plant workers, and
strengthen employees' knowledge on emergency
aid.
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¢ Execution of employee care programs in 2023:

Gender ratio

Age distribution Comparison of the number of middle-aged and elderly persons

B Female [ Male 250

216
30% 200
150 141
Gender ratio 100
61

50

17 13

|| ||
0

709, — 20-29 30-39 40-49 50-59 60 and above

between male and female

B Female [ Male

I 36

45-55
96
I 12
55-65
19
65 and i1
above 1
0 20 40 60 80 100
Plant distribution
Zhongli
Plant 326
et
Plant 122
0 50 100 150 200 250 300 350
I Level One Management I Level Two Management I Level Three Management I Level Four Management

. ~

4, 44, 37% 15%
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Health checkup with five major protection plans

» Maternity health protection program No. of people the medical staff interviewed: 8

» Respiratory protection plan No. of people the doctors interviewed: 71”7

»  Middle-aged and elderly job suitability

No. of people the doctors interviewed: 3
assessment plan

»  Ergonomic hazard prevention plan No. of people the medical staff interviewed: 13

» lliness prevention program for abnormal

No. of people the medical staff interviewed: 17
workload

» Unlawful harassment prevention plan No. of cases accepted this year: 0

Health checkups risk management

No. of people who received medical consultations and

» New recruits .
recommendations: 20

No. of people who received medical consultations and

» Annual health checkup recommendations: 198

Injury and iliness care and support

» General injury and iliness health care

follow-up: 10 persons

» Occupational injury health care follow-up Commuting traffic accidents: 7 person

Regular follow-up and support

» Health care follow-up for employees with 41
o . persons
chronic illnesses:

Measures taken for promoting employees' health in 2023
1. Sports Clubs:

Kaori has established a yoga club and a fitness boxing club and hired professional instructors to teach
and improve employees' state of health.

2. The Company also engages qualified caterers to manage employee cafeterias and invites professional
nutritionists to design menus that correct the irregular, high-fat, high-salt, and high-sugar diets of the
modern population, thereby improving employees' state of health.

3. Health-related articles are disseminated on a weekly basis.
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7.6.4 Occupational Safety and Health Training and Promotion

In order to reduce occupational hazards and establish a safety culture at Kaori, we first emphasize safety and
health education and training. Only by instilling safety awareness in everyone can we unite the entire team to
create a safe working environment together.

* Themes and focuses of occupational safety-related training in 2023:

1. Plant safety and health education and training: Explain the safety and health concepts through on-site
operations.

2. Organizational background analysis and hazard identification, risk and opportunity assessment
education and training: Teach employees effective methods to assess workplace safety and quantify
risks, using engineering controls, management measures, and personal protective equipment to
reduce workplace hazards.

3. Emergency response education and training: Regular practice is essential for implementing effective
response measures in the event of a future accident. To simulate real accident scenarios, a full-
scale emergency response drill was conducted at the plant, involving all personnel. The drill was
accompanied by a scripted scenario and video recording, which not only enhanced response
capabilities but also allowed for post-event review through the video.

¢ Safety and health-related training organized for employees in 2023 included:

New employee education and training, occupational safety and health management personnel training,
fire management personnel training, plant fire drills, forklift operator training, training for pressurized
gas equipment operators, first aid personnel training, training for stationary crane operators, training for
pressurized gas equipment operators, hypoxic work supervisor training, respiratory gear fit test training,
acetylene welding equipment operator training

ISO 45001 occupational safety and health management
system-related training, such as change/procurement/
contract management personnel training, occupational
safety and health policies, goals, management plan
formulation training, organizational background analysis
and hazard identification, risk and opportunity evaluation
education and training.

Friendly Workplace

7.6.5 Promotion of Work Injury Prevention

The following measures have been taken to promote employees' awareness of work injury prevention:

® Unscheduled promotion ® Training for first-aid ® Training on hazard

during monthly meetings personnel identification
® Occupational hazard ® Training for supervising
awareness at plant sites personnel:

7.6.6 System for statistical recording of work-related injuries and reporting of false alarms

Kaori investigates each incident of occupational hazard according to its accident reporting, resolution, and
investigation procedures (SH-P-00-0017). Findings have been reported in the 2023 In-plant Hazard Report.
The report not only records the occurrence of occupational incidents, but also includes detailed analysis of
statistical data. Meanwhile, occupational hazard data is reported on the Ministry of Labor's safety and health
resume intelligent cloud website on a yearly basis. The Company will continue promoting awareness and
enhance safety training and audits to prevent accidents.

Occupational Injuries for the Year
® There were 5 reports of occupational disasters in 2023, FR=4.08, SR=4.08, and FSI=0.129.

Zhongli Kaohsiung

Occupational injury rate/index

No. of reported cases 5 4 0 1
Disabling injury frequency rate (FR) 6.7 4.9 0 2.43
Disabling injury severity rate (SR) 29.3 4 0 2
Fragile States Index (FSI) 0.44 0.15 0 0.06
Occupational injury fatality rate 0 0 0 0

Note: Occupational accident statistics excluding traffic accidents
Disabling injury frequency rate (FR) = Total No. of disabling injuries/Working hours x 1,000,000
Disabling severity rate (SR) = total days lost due to disabling injuries (excluding deaths)/working hours x 1,000,000
Fragile States Index (FSI) = V (frequency of disabling injuries x severity of disabling injuries/1000)
Rate of fatalities due to occupational injuries = Number of fatalities due to occupational injuries/working hours x 1,000,000

7.6.7 Occupational safety and health management
review

To ensure that the occupational safety and health management
system can continue to maintain its appropriateness and
effectiveness, and comply with national and international
standards, all occupational safety and health management-
related operations, activities, and services are compliant

with occupational safety standards through the leadership
commitment of the senior management and all occupational
safety and health management-related operations, activities,
and services.
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Co-prosperity in Society

Kaori's co-prosperity in society has four major directions: academic exchange, environmental education,
humanitarian care, and care for the disadvantaged. The management measures include: academic
exchange and industry-academia collaboration, environmental education and practice, and social welfare
and donations to assist disadvantaged groups. We also promote care for the disadvantaged in a more direct
way and actively fulfill our corporate citizenship responsibility.

8.1 Policy and Management System

Based on the corporate commitment to social responsibility, Kaori promotes various social responsibility
activities in accordance with the standards of the "Responsible Business Alliance (RBA) Code of Conduct."
This includes the establishment of an "ESG Committee" and the presentation of performance data related to
sustainable operations and social responsibility achievements in the company's sustainability report.

Corporate Social Responsibility Policy

The overall policy of Kaori's ESG-Social Responsibility is defined by six key areas: "environmental protection,
a friendly workplace, employee care, co-prosperity in society, business integrity, and general participation.”

Fulfill social responsibilities and achieve the concept of corporate/environmental sustainability
through process optimization, waste management, air/water pollution prevention, and continuous
promotion of various energy-saving initiatives. We attach importance to the protection of
environmental resources, actively promote greening of the factory area as well as energy
conservation and environmental protection, adopt green and harmless substances in the
production process, and classify and legally dispose of waste to reduce the generation of large
amounts of waste and harm the environment of green Earth.

Environmental
protection

establishment of a safe and friendly workplace by hiring persons with disabilities/enhancing talent
\/0 training and persistent education and training. Regional evacuation and disaster prevention drills

in scenarios such as fire and chemical leakage are arranged irregularly every year to reduce the
impact of disasters.

0
{:?f\?n Create a safe and healthy work environment, attract and retain key talents. Implement the
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Friendly
Workplace

Comply with laws and regulations and establish a grievance mechanism to protect the personal
[_EV_: safety of complainants. To enhance labor rights, Kaori not only complies with relevant laws and
regulations but has also established and filed work rules, internal policies for sexual harassment
prevention, grievance procedures, and management mechanisms to protect employee rights. To
ensure that employees can fully express their opinions, each plant has a designated "mailbox" for
Care for feedback, and a whistleblower protection mechanism has been established to safeguard personal
employees information and prevent unfair treatment of those involved. Kaori is committed to maintaining
good labor-management relations.

(] ]

‘YD" Promote social welfare activities. We continue to communicate with internal and external public
welfare organizations, donate and sponsor disadvantaged groups, arrange regular environmental
education, beach cleanup activities, and blood donations, encourage employees to actively
participate, build consensus among employees, and comply with relevant corporate social

Co-prosperity in Society " onsbity egatns

Ethical employees and supervisors. The Company's corporate governance mechanism and
operational information are open and transparent to fulfill its corporate citizenship responsibilities.
To enforce our business integrity policy and establish a sound governance system, we have
implemented policies such as "Anti-Corruption and Bribery," "Fair Trade," and the "Code of

Business Business Integrity and Whistleblower Procedures."
integrity
DECENT WORK AND REDUCED ‘é’
ECOHOMICSHOUTE INEQLALTES Encourage all employees to participate in the operation of external public welfare organizations,
M : - such as donating to disadvantaged groups and other public welfare activities, to fulfill corporate
‘I' (=) social responsibility; and to participate in various safety supervision and management operations
v

General within the enterprise to reduce the impact of disasters.
participation
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8.2 Participation in External Organizations and Initiatives
Participation in External Organizations

For the pursuit of innovative breakthroughs and competitiveness, Kaori participates in technological
conferences organized by peers and actively explores opportunities to cooperate and exchange with
counterparts from within and outside the industry. Through diverse interactions and sharing, Kaori hopes
to advance its know-how and bring positive changes to the industry as a whole. Participation in external
organizations and positions held are as follows:

Name of the external organization Position Held

Taiwan Thermal Management Association Member
The Taiwan Society for Metal Heat Treatment Member (Founding president)
Taiwan Association of Machinery Industry Member
Cloud Computing & loT Association Member
Open Compute Project (OCP) Member 8.3 Charity events
Taiwan Hydrogen & Fuel Cell Partnership Member Implementation and promotion of social welfare activities
Taipei Computer Industry Association Member As a Taiwanese business, Kaori is grateful for the opportunities that have been bestowed upon it by Taiwan,

and it has made a commitment to exert social influence by sharing this positive energy with more people.
Driven by care for society, Kaori gives back by making charity donations and providing aid to underprivileged
organizations. The Company will continue committing resources to supporting local cultural activities, such as
promoting or sponsoring events of local performance groups or arts/cultural activities. A sum of NTD 195,300
was committed to this cause in 2023. By providing appropriate support to parties in need, Kaori hopes to
contribute what it can to create a better, more friendly environment.

External Initiatives

(7]
9
o
&l
<

For the second consecutive year (2022 - 2023), o .
the Company participated in the "E.SUN ESG %
Sustainability Initiative" which was initiated by

32 like-minded corporate partners in 2021 to ESG Donati d hi
actively implement ESG concepts and actions l Atk B RS F i onations and sponsorships

through joint public initiatives. This year, nearly _ _ .
160 entrepreneurs participated in the initiative, _ S . Donee Amount (NT$)/items donated
including high-quality enterprises from Taiwan R e S B

R -AncdsimdalmAs R eLsTaad-

ul Ajuadsoud-0n

and abroad, including the top 10 in the global HREEE BT Eden Social Welfare Foundation 10,000
market, suppliers of key components, and N
ASEAN members such as Vietnam, Thailand, LERARAFRATEIS . T oM : .
Malaysia, Cambodia, the United States, and R, The Taiwan Society for Metal Heat Treatment 105,300
Australia and other important Taiwan-funded e
enterprises, as well as consulting firms with rich R R R R Taiwan Thermal Management Association 20,000
experience in the field of sustainability and net- £ AMANERNY |
zero emissions. Through concrete energy-saving Anue Warmth Giving Charity Event 60,000
or carbon reduction measures, we are working
together to control greenhouse gas emissions National skill competition - Refrigeration and air

conditioning

and mitigate environmental impact, collectively

striving towards the 2050 net-zero emission goal consecutive years between 2020 and 2023 to be used

and e.nhanC|.ng the .competltlveness of Taiwan's for competitions and courses on energy conservation
sustainable industries. technology

Asmdmadimwinee Lo

B e

Kaori has been donating heat exchangers for four 20 heat exchangers
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Honorary Chairman Hsien-Shou Han Received honorary doctorate of National Changhua University of
Education

The 52nd-anniversary celebration of National Changhua University of Education and the honorary doctorate
conferral ceremony were held on October 28, 2023, at the Yu Dun-De Exhibition Hall. The honorary doctorate
was conferred by Mr. Hsien-Shou Han, Honorary Chairman of Kaori Heat Treatment Co., Ltd., in recognition
of Mr. Han. His wisdom, insight, and outstanding contributions to business, education, and society add
extraordinary glory and brilliance to the annual celebration.

Honorary Chairman Han is an alumnus of the first graduating class of the Vocational Education Department
at our school, class of 1974. He used to teach mechanical drawing in colleges and universities, and was
awarded a publicly funded scholarship during his teaching service to further his studies at the Institute of
Federal Institute for Vocational Education in West Germany; Upon returning to Taiwan after completing his
studies, Mr. Han was introduced to metal heat treatment by chance. At that time, Mr. Han believed that heat
treatment would become an indispensable and important part of the manufacturing supply chain and a key
strength to improve the quality of metal products. Indeed, the current global trend toward net-zero carbon
energy highlights the importance of heat treatment in high-value industrial innovation, demonstrating Mr.
Han's wisdom and foresight. Under his leadership, Kaori has long been committed to the application of green
energy technologies, advancing towards the goals of clean energy, zero carbon emissions, and establishing
a sustainable supply chain. His guiding principle, "Speak the truth, be sincere in all interactions," reflects

his gentle and humble nature. Despite his success in business, he has not forgotten his gratitude towards
society and his commitment to educational development. In addition to founding the "Taiwan Society for
Metal Heat Treatment," he has also served as a director and executive director of the "Chinese Industrial
Education Research and Development Foundation" for many years. To bridge the gap between academic
education and practical skills, Kaori annually offers university students internships and practical training, with
compensation comparable to that of new employees. Mr. Han's constant dedication and earnest efforts are
driven by the goal of fulfilling the Company's social responsibility. As a role model in business, education, and
society, Honorary Chairman Han exemplifies excellence. It is therefore fitting that our school awards him an
honorary Doctorate of Engineering.

A A group photo of the honorary doctor of engineering (left: Principal Ming-Fei Chen; middle: Honorary Chairman Hsien-Shou Han;
right: Yung-Ling Lai, Dean of the College of Engineering).

Tree planting activities. Environmental Sustainability

In response to Arbor Day on March 12, we
participated in the public tree planting event
organized by the Taoyuan City Government. Planting
trees is the simplest solution to help mitigate climate
change and create new green spaces that help
people and communities reconnect with their natural
environment. Through the tree planting process, we
once again realized that "environmental sustainability
starts with ourselves". We hope to spread positive
influence to every corner and give back to this
beautiful land with concrete actions.

Co-prosperity in Society
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Environmental education. Public welfare beach cleanup

On June 3, 2023, Kaori participated in the Re-
Think beach cleanup campaign for the second year
in a row. This year's participation of colleagues,
family and friends has been very enthusiastic.
Compared to our first beach cleanup, the number
of participants has nearly doubled. This significant
increase highlights the growing awareness and
proactive attitude among our colleagues towards
protecting the environment. It also underscores

the importance of rallying more people to join in
these beach cleanup activities. This year's beach
cleanup event was held on the north bank of Ta Kui
River in Taoyuan City. As the typhoon left Taiwan, : E
the wind and rain caused a large amount of marine debris to accumulate on the shore. This beach cleanup
lasted approximately 120 minutes and focused primarily on manual removal of marine debris, such as plastic
waste, buoys, fishing gear, plastic bottles, and styrofoam. We extend our heartfelt thanks to the Kaori team

Public Welfare Actions

for their dedication under the scorching sun, fearlessly undertaking tasks such as cleaning and sorting to * September 2023 A Private Guanyin Charity Home in Taoyuan City. Mid-Autumn Festival charity mooncake
protect our beautiful coastline. Your efforts have helped ensure that marine life is no longer harmed by waste, gift box

embodying and practicing the principles of environmental sustainability. By strengthening these habits in our

daily lives, we contribute to the well-being of our planet. : >
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Blood Donation as Charity - | |4 i

by iy 41
On July 25, 2023, Kaori once again demonstrated its o e
commitment to corporate social responsibility by organizing L ® On November 15, 2023, the Taoyuan City Government's Department of Labor held a massage for the
a blood donation event for the second consecutive year, Mk, visually impaired.
during which it mobilized employees to help those in need and 51 4N — r
contribute to decency within society. P —
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No. of people actually

No. of applicants .
completing the program

Total no. of blood bags
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Appendices Category Sustainability indicators
E:r?i?iiitliir? 45001 occupational safety and health system Passed B B bassod
Appendix 1: ESG Performance ° I S
ew employees' participation in safety and health education % 100% 100% 100%

training reached 100%

Category Sustainability indicators Health checkup participation rate >80% % 94% 100% 82%
The Company's corporate governance evaluation ranking is

0 ~ 809 ~ 509 ~ 509 Completion rate for high-risk operator training reached 100% % 100% 100% 100%
Corporate jn, the 6th to 20th percentile among all listed companies. % 66~80%  36~50% 36~ 50% Health and P g P E ° ° ° ° °
governance - ealthand  najor occupational accidents < 5 cases/year (excluding
Board Meeting Attendance Rate > 95% % 100% 100% 97.78% safety deaths) Cases/Year 0 0 3
Risk dE:;;nritrr;eetnrle completion rate of hazard risk assessment by % 100% 100% 100% Improvement rate for risks and opportunities reached 100% % 100% 100% 100%
management e _ § fre drills 51 y ) ) 1 Contractor disabling injury frequency rate <1.77 Cases/Year 0 0 0
vacuation and fire drills 21 times a year ° Disabling injury frequency rate (FR) <1.77 %/Year 0 20.7 4.08
Customer satisfaction 280% — Brazed Plate Heat % 86.2% 80.8% 87% Disabling injury severity rate (SR) <35 %/ Year 0 4.7 4.08
Exchangers Operations Management Department ;
Customer i i i o Fragile States Index (FSI) < 0.249 %/ Year 0 0.31 0.129
satisfaction Customer satisfaction 280% — Fuel Cell Business Division % 86% 84% 91%
’ eano .
ﬁ;;:gr;:r: Eitlesr;a;tlon 280% — New Business Department % 96% 96% 84%
Violation of product or fair trade laws and regulations Cases 0 0 0 . . . s
—— - : Appendix 2: Comparison of GRI Standards (2021) and ESG Sustainability Report Chapters
Violation of customer privacy or cybersecurity laws and Cases 0 0 0
regulations
Non-compliance with product laws or patent regulations Cases 0 0 0 Statement of Use Reported by Kaori Heat Treatment Co., Ltd. in accordance with the GRI Standards
Compliance Non-compliance with air pollution laws and regulations Cases 0 0 0 Reporting period From January 1 to December 31, 2023
Non-compliance with wastewater discharge regulations Cases 0 0 0 Use of GRI 1 Foundation 2021
Non-compliance with waste management regulations Cases 0 0 0 )
S ; Applicable GRI Industry
Violation of labor, safety, and health regulations Cases 0 0 0 Standards None
Pass the ISO 9001 Quality Management System certification Passed Passed Passed Passed
Product every year G discl (21 ~ 2-30)
ualit ) eneral aisclosure (z-1 ~ -,
q Y ep\?:fyt;:a?erOSpace Quality Management System AS9100 Passed Passed Passed Passed GRI indicators Corresponding ESG chapters Remarks
o 2-1 Details of the organization 2.1 Company profile
H H 1 ifi H 1 H _— _— 0, ~ )
Maintained average rating of qualified suppliers 285 points Minute(s) 93.6% & 22 Entities included in the organization's sustainability - Report Overview and Scope
i i ievi 2. reports . i
Supply chain ?(I)I()s";]p(?cl)lr?]r;eht?c\)/: rsalgened the code of conduct, achieving a % 100% 100% 100% . B p zcopi'and bo.uzda”es .
management 0 : 38 . _ * Reporting perio 2
Cot:npliance rage of r;r)n-procurclement of hazardous 100% 100% 100% 100% %—_ %)- 2-3 Reporting period, frequency, and contacts * Frequency of issuance %
substances and conflict minerals é 3 + Contact window 2
Pending -cé 2-4 Restatement of information + Changes in reporting Material issues increased to 10
Carbon inventory and third-party verification passed Passed Passed Passed inspection = o « Ensuring the accuracy of public information
@ 2-5 External assurance/verification . .
Achieve + External verification
. , : Commercial 3.1 Operating Perf
Energy Kaohsiung Plant's solar energy system launched commercial - - operation . 2-6 Activities, value chain and other business relationships 33 Cp:::nlqr;gr R:Ia(t);nr]wznl\;:nag ement
. operation T .3Cu i
conservation Zh i Plant 11 I t olectriait . ects 1% %/Y 1.97% 017% 6.08% 3 2-7 Employees 7.2 Manpower Structure - Diverse and Inclusive
& carbon ongli Fant 1. Implement electricily-saving projects =17 ofYear e S o § a. Total number of employees, and the total number by Workplace
reduction.  zhongli Plant 2: Implement electricity-saving projects 1% %/ Year 1.75% 3.03% 1.42% % gender and region The distribution of the manpower structure in the
; ; last two years
Benzhou Plant: Implement electricity-saving projects >1% %/ Year 1.19% 3.05% 6.19% g b eRrig‘l)or;;litOta' number of different categories of y
[
Strengthening climate resilience: Production disruption @ istributi i
causeg by thegdisaster P 0 day(s) 0 0 0 2-8 Workers Who Are Non-Employees LZ?:&?;EZ:” of the manpower structure in the No dispatched manpower
Water Water recycling rate 28.5% % - - 8.2% The Company's Sustainable
resource 2.2 Corporate Governance IfDeveta.Iopn:ent Co;wmmez s PhOt a
Production loss due to water restrictions: 0 PCS PCS 0 0 0 : unctiona’ committee under the
management 2-9 Governance Structure and Composition 2.2.2 Operations of the Board of Directors Board of Directors but is chaired by
Waste Resource recycling rate 280% % - - 81.88% 8 * Powers of the Board of Directors tgﬁ;;g:;':lual holding the position of
treatment  100% of waste is disposed of by legal operators % 100% 100% 100% g
Q
Retention rate of new Taiwanese (at least 3 months) 280% % - - 73.4% § 2.2.2 Operations of the Board of Directors
" .B ¢ di - locti
Labor/ Total attrition rate <5% % 2% 2% 2% 2-10 Nomination and Selection of the Highest Governing prc;acr:d?":;rectors nomination and election The candidate nomination system is
management Unpaid parental leave reinstatement rate 290% % 100% 33% 100% Body + Annual general meetings adopted for the election of directors.
relations oy employee training pass rate: 100% % 100% 100% 100% * Powers of the Board of Directors
Average annual employee training hours 215 hours Hours 15 21 23.3
Human rights O cases of workplace abuse/bullying Cases 0 0 0
protection Employee complaint/Mediation cases: 1 case Cases 0 0 0
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General disclosure (2-1 ~ 2-30)
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GRI indicators

2-11 Chair of the highest governance body

2-12 Role of the highest governance body in overseeing the
management of impacts

a. The role of the highest governance unit and the role of
senior management in the organization's purpose, values
or vision, and strategy.

b. The role of the highest governance body in overseeing
organizational due diligence and reviewing the
effectiveness of organizational procedures.

2-13 Delegation of responsibility for managing impacts

a. How the highest governance body delegates responsibility
for managing the organization's economic, environmental,
and population impacts

b. Management procedures for the economic, environmental,
and population impacts of senior management or other
employees on the highest governance unit.

2-14 Role of the highest governance body in sustainability
reporting

a. The highest governance unit shall review and approve the
reported information.

b. If the highest governance body does not have the
responsibility for reviewing and approving reported
information (including the organization's material topics),
explain the reasons.

2-15 Conflicts of interest

a. Describe the process by which the highest governance
body ensures that conflicts of interest are avoided and
mitigated.

b. Whether the report discloses conflicts of interest to
stakeholders.
2-16 Communication on key major incidents

a. How to communicate key material events with the highest
governance unit

2-17 Collective knowledge of highest governance body

a. Group knowledge, skills, and experience of the highest
governance unit in sustainable development.

2-18 Evaluation of the performance of the highest
governance body

a. Procedures for the highest governance body to oversee
the organization's performance in managing economic,
environmental, and population-related impacts.

2-19 Remuneration policy

2-20 Remuneration determination process

a. The organization designs its compensation policy and
compensation decision process.

2-21 Annual total compensation ratio

2-22 Statement on sustainable development strategy

a. A statement of the relationship between the highest
governance unit or top management and sustainable
development strategies.

2-23 Policy commitments

a. Describe the policy commitments related to responsible
business conduct.

b. Describe a specific policy commitment to respect human
rights.

2-24 Incorporation of policy commitments

a. How to integrate each Responsible Business Conduct
policy commitment into its activities and business
relationships.

Corresponding ESG chapters
< Educational experiences of Board members
« Powers of the Board of Directors

« Powers of the Board of Directors
2.3 Business integrity
2.4 Business philosophy and legal compliance

« Improve the grievance mechanism, channels and
investigation process

« Investigation process

2.5 Internal audit and management verification
system

1.1.1 ESG Organization and Responsibilities
« Responsibilities of the ESG Committee
2.1.2 Organizational structure and Responsibilities

1.2 Main stakeholder communication and grievance
channels 2.7 Risk management

0 Message from the Chairman

Promote the vision and strategy for sustainable
operations (including the progress of initiatives,
such as verification timelines).

* Responsibilities of the ESG Committee

(6) Regularly report the ESG implementation plan
and results to the Board of Directors every
year.

2.3 Business integrity

« Business and Ethical Code of Conduct
« Implementation Effectiveness

« Reporting/Grievance system

2.2.2 Operations of the Board of Directors
1.1.1 ESG organization and responsibilities

2.2.2 Operations of the Board of Directors
» Educational experiences of Board members

2.2.3 Continuing education and performance of
Board members

« Board diversity

« Board performance evaluation procedures and
frequency

2.2.2 Operations of the Board of Directors
« Director remuneration

7.4.1 Salary policy

2.2.2 Operations of the Board of Directors
« Director remuneration

7.4.1 Salary policy

Ratio of the general manager's annual salary to
employees' median salary

The ratio of entry-level employee salary to the legal
salary in 2023, and the ratio of general employees
to middle and senior managers in the past two
years

0 Message from the Chairman - Sustainable
Development Strategy

7.1 Talent Management Policy and Commitment
< Corporate Sustainable Development Policy
« Implementation of the eight human rights policies

1.4.1 Responses to material and secondary issues

+ 10 material issues list management

Remarks

The Company's Chairman serves
as the Chair.

The vision, strategy, and verification
timeline for promoting sustainable
management

The Company reports the state of
communication with stakeholders,
including shareholders, employees,
customers, communities, competent
authorities, and suppliers, to the
Board of Directors every year.

The General Manager serves

as the primary convener of the
Sustainability Committee, and each
unit is responsible for promoting
business-related work matters.

The Company's Board of Directors
is responsible for strategic planning
and oversight of ESG initiatives,
while the ESG Committee is
responsible for execution.

Ethical Corporate Management
Best Practice Principles for TWSE/
TPEX Listed Companies

The Company did not have any
major incidents that needed to be
reported to the Board of Directors
this year.

"Continuing education of Board
members

Commit to the implementation of the
eight human rights policies

"Appendix 2-1"
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General disclosure (2-1 ~ 2-30)

GRI indicators
2-25 Procedures for remediating negative impacts

a. Negative impacts that the organization believes caused or
contributed to.

b. Describe the method for identifying and handling
grievances.

2-26 Mechanisms for seeking advice and raising concerns

2-27 Legal compliance

a. Total number of major violations during the reporting
period.

2-28 Membership of associations

2-29 Stakeholder engagement policy
a. Describe the approach to stakeholder engagement.

2-30 Collective bargaining agreements

a. Percentage of total employees covered by collective
agreements.

"Guidelines for determining material issues
3-1 Process for determining material issues

3-2
a. List of material issues
b. Changes to the list of material topics

3-3 Management of material issues

Corresponding ESG chapters
1.2 Major stakeholder communication and
grievance channels
6.4 Environmental and Energy Management
6.4.2 Greenhouse Gas Management

1.2 Major stakeholder communication and
grievance channels

2.4.2 Legal compliance

8.2 Participation in external organizations and
initiatives

« Participation in external organizations

1.1.2 Identifying major stakeholders

1.2 Major stakeholder communication and
grievance channels

7.5.3 Labor-management communication
7.5.4 Freedom of association

1.1.1 ESG Organization and Responsibilities
1.1.2 Identifying major stakeholders

1.2 Major stakeholder communication and
grievance channels

1.3 Communication on issues of concern to

stakeholders and the process of identifying material

issues

1.4 |dentification and ranking of material issues and

responses
1. Implement sustainable management
1.5 Impact of sustainable management

1.5.1 Value chain relationships of material issues in

Kaori

1.5.2 Risk management of material issues

* Report Overview and Scope

» Changes in reporting

1.5.2 Risk management of material issues

« List and management of 10 material issues

Appendices

Remarks

Stakeholder communication on
issues of concern and grievance
channels

No violations in the past two years
(2022-2023)

The Company does not have a
collective bargaining agreement,
but conducts labor-management
meetings.

"Appendix 2-1"

List of 10 Material Issues and Management and ESG Responses "Appendix 2-1"
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Provisions Highlights of the GRI Provisions

Management and disclosure of material topics

201 53

Direct economic value generated by the

201-1 L
organization

201-2 Financial impacts and risks of climate change

Defined benefit plan obligations and
201-3 ;
retirement plans

Financial subsidies received from the

201-4
government

Corresponding ESG chapters

Operation performance management approach
and policies
3.2 Operating Performance

« Operating strategies and management
guidelines

 The operational results of the generation and
distribution of direct economic value over the
past three years.

6. Sustainable environment

* The types of climate change risks, potential
operational impacts, and adaptation methods.

7.4 Remuneration and benefits
7.4.2 Retirement protection

7.4.3 Diversified welfare system
2.2.5 Tax management approach
« Tax policy

Remarks

Units produced by product
category as a percentage of
revenue

Climate Change Governance,
Strategies, Risks, and Target
Indicators

No government financial subsidies
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List of 10 Material Issues and Management and ESG Responses "Appendix 2-1"

NO  Provisions Highlights of the GRI Provisions

Energy: Management and disclosure of

302 : }
material topics 3-3

302-1 Energy consumption within the organization

302-2 Energy consumption outside the organization

302-3 Energy intensity

302-4 Reduction of energy consumption

302-5 Reductions in energy requirements of
products and services

Emissions: management and disclosure of
material topics 3-3

305-1 Direct GHG emissions(Scope 1)
305-2 Indirect GHG emissions (Scope 2)

305

wewaebeuew 9Ho pue ABlsug ‘g

w
w Risk management: Management and disclosure of material
%@ topics 3-3
3
Y
2 201-2 Financial impacts and risks of climate change
[0)
% Financial Impacts of Climate Change on
> TCFD .
- Businesses
Product quality: Management and disclosure of material
topics 3-3
2 416 Customer health and safety
3
Q.
s
a Incidents of non-compliance concerning the
S 416-2 health and safety impacts of products and
g services
o Management and disclosure of material topics: Innovative
5 R&D 3-3
>
[]
<
2
=
[
)
2
o

Management and disclosure of material topics

416 33

Incidents of non-compliance concerning the
416-2 health and safety impacts of products and
services

juswabeue
suolje|ay Jawojsn) ‘9

Customer Privacy: Management and

418 disclosure of topics 3-3

Substantiated complaints concerning
418-1 breaches of customer privacy and losses of
personal data

Koeaud Jswoysny "/
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Corresponding ESG chapters

Energy and Greenhouse Gas Management
approach and policies

6.4 Environmental and Energy Management
» Energy management and goals

« Energy efficiency and electricity intensity

» Power conservation rate by Plant

» Energy conservation targets

Energy and Greenhouse Gas Management
approach and policies

6.4.2 Greenhouse Gas Management

» 2023 Scope 1 and 2 total emissions table
Risk management policies and approach
2.7 Risk management

2.7.2 Risk management process and
countermeasures

6. Sustainable environment

* The types of climate change risks, potential
operational impacts, and adaptation methods.

Product quality policy and management approach

4.5 Quality management

* Quality management procedures
» Promotion of quality awareness
* Quality assurance

» Comply with hazardous substances
management regulations

» Responsible mineral procurement

4. Product innovation and quality management

4.1 Development of innovative products

* Innovative R&D policy and management
approach

Four core business units: Fulfill the United

Nations Sustainable Development Goals (SDGs)

Risk management approach and policies

3.3 Customer Relations Management

3.3.1 Customer Satisfaction Survey Process and

Results

3.3.2 Customer Complaints and Subsequent
Improvement Measures

5.6 Suppliers' implementation of social
responsibilities

» Comply with hazardous substances
management regulations

* Responsible mineral procurement

Customer Privacy Policy: Compliance with
policies and regulations to protect customer
privacy.

3.4 Customer Data Confidentiality Mechanism

The Company values intellectual property rights
and is committed to protecting its intellectual
properties and those of others, particularly
during the transfer of know-how and production
experience.

1.2 Major stakeholder communication and
grievance channels

Remarks

Specific Results of Energy
Conservation Improvement Plans
in 2023

Climate Change Governance,
Strategies, Risks, and Target
Indicators/6-1

The Company encountered zero
instances of product recalls due
to safety concerns or otherwise
in 2023 and suffered no financial
losses from lawsuits concerning
product safety.

Free of hazardous substances and
conflict metals

Kaori prides itself for being able to
persistently innovate and support
the industry's transition to net-zero
emissions.

Free of hazardous substances and
conflict metals

Kaori received no complaints
concerning violations of customers'
privacy or secrets in 2023.

Appendices ——

List of 10 Material Issues and Management and ESG Responses "Appendix 2-1"
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Provisions Highlights of the GRI Provisions

403 Occupational health and safety: Management
and disclosure of topics 3-3

403-1 Occupational health and safety management
system

403-2 Hazard Identification, risk assessment, and
incident investigation

403-3 Occupational health services

403-4 Occupational safety and health
worker participation, consultation, and
communication

403-5 Training for occupational safety and health
workers

403-6 Promotion of worker health

403-7 Mitigation or diminishing of direct impacts on
occupational health and safety

403-8 Occupational safety and health management
system workers

403-9 Occupational injury and accident statistics
403-10 Occupational diseases

Management and disclosure of material topics: Sustainable
products 3-3

Management and disclosure of material topics
3-3

404-1 Average hours of training per year per
employee

404

404-2 Programs for upgrading employee skills and
transition assistance programs

401-1 New employee hires and employee turnover

401-2 Benefits provided to full-time employees that
are not provided to temporary or part-time
employees

401-3 Parental leave

Corresponding ESG chapters
Material issue: Safety and health policy and
management approach
7.6 Workplace Safety and Health
» 2023 Benchmark Implementation Results

 Implementation of safety and health indicators
in 2023

7.6.3 Occupational health services
7.6.2 Occupational Safety and Health Committee
« Professional certifications and training status

» Occupational safety and health training
implementation results in 2023

» Measures taken for promoting employees'
health in 2023

» Worker involvement
7.6.5 Promotion of work injury prevention

7.6.2 Occupational Safety and Health Committee
7.6.6 Workplace injury statistics

« Health checkup with five major protection plans
« Health checkup risk management

« Regular follow-up and care

Sustainable product policy and management
approach

4.2 Strategic Goals for New Products and
Technologies

» Development cooperation and industry-
academia partnership

« Future development pans

Policies and management approaches for talent
development and cultivation

7.3 Talent Cultivation and Development
7.3.1 Employee training priority planning
« Training overview for 2023

7.3.2 Performance evaluation and career
functions

(1) Employee career development

(2) Employee performance evaluation and career

development

7.2 Manpower Structure - Diverse and Inclusive
Workplace

7.2.1 Employee structure

7.4 Remuneration and benefits
7.4.2 Retirement protection
7.4.3 Diversified welfare system

« Reinstatement and retention of unpaid parental
leave

Remarks

Implemented I1ISO 45001 in 2023

Occupational safety and

health management system,
internationally certified by a third
party

« Statistical table of occupational
accidents for the last two years

* No occupational disease
occurred during the health
checkup in 2023.

The four core business units:
See 1.6 Fulfill the UN Sustainable

Development Goals (SDGS)/2-14
for details.

404 Education and Training
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Appendix 3: SASB Index Appendix 4: Declaration of Independent Assurance Opinion

Electrical and Electronic Equipment Industry: Sustainability Topics, Accounting Indicators, and ESG Chapter
Comparison Table

Topic Code Accounting Metric Category Measlfr:ﬁment ESG chapters :
L Fhe—
(1) Total energy Data (GY) 6.4 Environmental and Energy Eﬁﬁlﬁm ﬁ»ﬁi ';E ﬂg{{ﬁﬁ ECE ALF;I
consumption Management 5 International Certification Co., Ltd.
Energy e (2) Percentage of grid o,y 6.4 Environmental and Energy
management RT-EE-130a.1 electricity Data Percentage (%) Management
I(’zlzvt\elgctﬁgtzgeerg; Data Percentage (%) Szta::se;or green and renewable energy
Amount of hazardous Fixed volume ton The Company has no hazardous waste Independent Assurance Statement
waste generated
RT-EE-150a.1
Percientage Iofdhazardous Fixed volume Percentage (%) The Company has no hazardous waste
Hazardous waste recycle Statement No. BBYII
waste Number of reportable spills Fixed volume ton/ % N/A
management A .
ggregate quantity of . . e .
RT-EE-150a.2  reportable spills Fixedvolume  Data/Kg  N/A This Independent Assurance Statement by ARES Certification Co., Ltd. on KAORI HEAT
Quantity of reportable ) TREATMENT CO., LTD. ESG Sustainability Report of 2023.
) Fixed volume Data / Kg N/A
spills recovered
RT-EE-250a.1 Number of recalls issued _ Fixed volume Count 0/4.5 Quality management ARES International Certification Co., Ltd. and KAORI HEAT TREATMENT CO., LTD., are mutually independent
Total unit lled Fixed vol Count 0/ 4.5 Qualit t . o - P . o
otarunits recafle ped volume oun ually managemen companies and organizations. In addition to the assessment and verification of 2023 ESG Sustainability
Product Safety Total amount of monetary . . , . . .
losses as a result of legal Number of report, ARES International has no financial relationship with KAORI HEAT TREATMENT CO., LTD..
RT-EE-250a.2 ) ; Fixed volume . y 0/ 4.5 Quality management . . .
pr_‘t’ﬁeed('jngi asfsotmated times/amount The purpose of this Independence Assurance Statement (hereinafter referred to as Statement) is only to
Wwith product sarety
Percentage of products conclude that the relevant issues within the scope of the KAORI HEAT TREATMENT CO., LTD.'s ESG
by revenue that contain . o Sustainability Report are guaranteed, but not for other purposes. Except for this Statement on the verified
RT-EE-410a.1 IEC 62474 declarable Fixed volume Percentage (%) N/A . ) )
substances facts, for any use of other purposes, or any person who read this Statement, ARES International is not
Product Percentage of eligible responsible or liable for any legal or other responsibility.
lifecycle RT.EE-410g.2 Products, by revenue, Fixed volume Percentage (%) N/A This Statement is based on the conclusions made from the verification of the relevant information provided
management ' meeting ENERGY STAR® . .
criteria ARES International by KAORI HEAT TREATMENT CO., LTD.. Therefore, the scope of the verification is based g
@
Revenue from renewable on and confined to the content of these provided information, and ARES International shall consider that §
B @
RT-EE-410a.3 Z;%gi’\:;_lfézi;ng;girc% Fixed volume Amount N/A the contents of the information are complete and accurate. ¢
Description of the 5.6 Suppliers' implementation of social All concerning and questions about the contents or the relevant issues contained in this statement shall be
Material RT-EE-440a.1 management of risks Dlscusspn/ Not applicable respon5|b|I|.t|es answered by the KAORI HEAT TREATMENT CO., LTD..
procurement associated with the use of Analysis * Comply with hazardous substances
critical materials management regulations
Description of policies and ) ) The Scope of Assurance
) : Discussion/ . . . .
practices for prevention of Analysis Not applicable 2.3 Business integrity
corruption and bribery
RT-EE-510a.1 - - The agreed scope of assurance by KAORI HEAT TREATMENT CO., LTD. and ARES International includes the
Description of policies and Discussion/
practices for prevention of Analvsis Not applicable 2.4.2 Legal compliance following:
anti-competitive behavior Y . . - .
- The contents of the entire ESG Sustainability Report and all operating performance of KAORI HEAT
; Total amount of monetar;
Business losses as a result of |ega)|/ TREATMENT CO., LTD. from January 1st, 2023 to December 31st, 2023.
ethics RT-EE-510a2 ) . Fixed volume Amount NT$0 / 2.3 Business integrity i o
pr_?ﬁzelcémgs associated - According to the type 1 of application of the AA1000 Assurance Standard (v3), the assessed nature and
with bribery or corruption . . . L
Total Cof . degree of the KAORI HEAT TREATMENT CO., LTD.'s compliance with the AA1000 Accountability Principles
Otal amount of monetary
losses as a result of legal (2018) but excluding the verification of the reliability of the information or data disclosed in the ESG
RT-EE-510a.3 \s)vz?ﬁz?](tii[r;%?niistgs:ted Fixed volume Amount NTD 0/ 2.4.2 Legal Compliance Sustainability Report.
behavior regulations This statement is prepared in Chinese and has an English version for reference. In the event of any
Table 2: Activity indicators discrepancy between the Chinese and English versions, the Chinese version shall prevail.
RT-EE-000.A Units produced by product Fixed volume Count Not disclosed
category
RT-EE-000.B  Number of employees Fixed volume Count 7.2.1 Employee structure
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ARES International Certification Co., Ltd

ARES INTERNATIONAL's Opinion

We summarize the contents of KAORI HEAT TREATMENT CO., LTD.’s ESG Sustainability Report and provide a
fair opinion of KAORI HEAT TREATMENT CO., LTD.’s relevant operations and performance. We believe that
the indices such as economic, social and environmental performance of 2023 are presented correctly. The
performance indices disclosed in the report demonstrate KAORI HEAT TREATMENT CO., LTD.’s efforts to
identify and meet stakeholder expectations.

Our verification activities are implemented by a team with the capacity for verifying in accordance with
AA1000 Assurance Standard (v3), as well as planning and implemented this part of the activities to obtain
the necessary information and data. We believe there are sufficient evidences provided by KAORI HEAT
TREATMENT CO., LTD. to show that its reporting method according to the AA1000 Assurance Standard (v3)
and their self-statement are in line with the GRI standards.

Verification Method

In order to collect evidences related to conclusions, we implemented the following tasks:

- Implement the high-level management review for topics from external groups related to ESG
Sustainability policy to confirm the appropriateness of the report in this statement.

- Discussions about stakeholder’s engagement with the managers of KAORI HEAT TREATMENT CO., LTD.,
however, we have no direct contact with external stakeholders.

- Interviews with employees related to ESG Sustainability management, report preparation and
information provision.

- Review the critical developments related to organizations.

- Review the scope and maturity of systems related to financial and non-financial reports.

- Review the supporting evidences declared in the report, and the process management described in the
report and its associated AA1000 Accountability Principles (2018) on the principles of inclusivity,
materiality, responsiveness and impact.

Conclusion
The detailed review results of the AA1000 Accountability Principles and the core disclosures of the

“Global Reporting Initiative (GRI Standard)” for inclusivity, materiality, responsiveness and impact are as

follows:

Appendices ———

SinftEREERG AR

ARES International Certification Co., Ltd
- The inclusivity
This report reflects that KAORI HEAT TREATMENT CO., LTD. engages with its stakeholder through a
variety of channels, such as internal and external communication mechanisms and the activities of
stakeholders. This report covers topics of concern in stakeholders associated with KAORI HEAT
TREATMENT CO., LTD., fairly reports, and discloses economic, social, and environmental information.
In our professional opinions, this report covers KAORI HEAT TREATMENT CO., LTD.’s inclusivity issues.

- The materiality
KAORI HEAT TREATMENT CO., LTD. publishes the information related to ESG Sustainability to enable
stakeholders to judge the KAORI HEAT TREATMENT CO., LTD.'s management and performance. In our
professional opinions, this report appropriately covers the material issues of KAORI HEAT TREATMENT
CO., LTD..

- Responsiveness
KAORI HEAT TREATMENT CO., LTD. responds to requests and opinions from stakeholders. The
implementation methods include customer satisfaction surveys and communication mechanisms for
numerous internal and external stakeholders. In our professional opinions, this report covers KAORI
HEAT TREATMENT CO., LTD.'s responsiveness topics.

- Impact
KAORI HEAT TREATMENT CO., LTD. developed and implemented processes to monitor, measure and
account for how their actions affect the wider ecosystem, echoing all the aspects of this report
demonstrated by their own management systems and capabilities issue content, and provide the
comprehensive and balanced disclosure, such as the declaration of energy projects and carbon
footprint verification. In our professional opinions, this report covers KAORI HEAT TREATMENT CO.,
LTD.'s impact topic.

GRI Standards

KAORI HEAT TREATMENT CO., LTD. provides declaration of compliance with the GRI Standards. Based on the
results of the review, we confirmed that the relevant ESG Sustainability indicators referred to GRI Standards
in the report have been completely disclosed, partially disclosed or omitted. In our professional opinions,
this declaration covers the Sustainability topics of of KAORI HEAT TREATMENT CO., LTD..

SASB and TCFD standards

KAORI HEAT TREATMENT CO., LTD. provides declaration of compliance with the SASB and TCFD standards.
Based on the results of the review, we confirmed that the relevant ESG Sustainability indicators referred to
SASB and TCFD standards in the report have been completely disclosed, partially disclosed or omitted. In
our professional opinions, this declaration covers the Sustainability topics of of KAORI HEAT TREATMENT
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ARES International Certification Co., Ltd
CO., LTD..

Assurance Level

According to the AA1000 Assurance Standard (v3), we verify this statement as a medium level of assurance,

as in the scope and method described in this statement.

Responsibility

The responsibility of this ESG Sustainability report, as stated in this statement, is owned by the person in
charge of KAORI HEAT TREATMENT CO., LTD.. The responsibility of ARES International is to provide
professional opinions based on the described scope and method, and to provide an independent assurance

statement for the stakeholders.

Ability and Independence

ARES International is composed of experts in a various field of management systems. The verification team
is composed of members in the professional backgrounds with the qualifications of lead auditor trained in
sustainable development, environmental and social management standards such as AA1000AS, AA1000AP,
ISO 14001, I1SO 14064-1, I1SO 14067, 1SO 45001 and I1SO 9001. This independent assurance statement is
based on the ARES International’s fair trading guidelines.

On behalf of the assurance team

May 30, 2024

ARES International Certification Co., Ltd. (ARES Certification Group)
Taiwan, Republic of China

Signed by
1%  GdoOhn
Lead Verifier C.E.O

Calvin Chen

AA1000

Licensed Report
000-697/V3-BBYII
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