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1.Foreword

1.1 Company Profile

AUO Corporation Corporation (hereinafter referred to as “the Company” or
“AUO”;stockcode: 2409) was established in 1996. Driven by technology and innovation
and with display technology at its core, the Company provides advanced technology-
driven products and solutions across various sectors, including smart mobility,
manufacturing, enterprise, education, retail, healthcare, caregiving, and green energy.
AUO is headquartered in Taiwan, with operations spanning Asia, the Americas, and
Europe.

AUO specializes in panel R&D and manufacturing, developing high-value-added and
differentiated product applications. With robust R&D capabilities and innovative
technologies, the company maintains a leading position in the industry. Building on its deep
expertise in display technology and integrating AloT, AUO is committed to becoming a
solution provider across various sectors. AUO is actively driving a dual-track
transformation, leveraging three pillars of sustainable operations—display technology,
smart mobility, and vertical markets—to continuously enhance the value of innovative
display technologies and expand into diverse application solutions. We integrate hardware,
software, cloud services, and service platforms to provide one-stop solutions that meet
the needs of various sectors. We aim to build a smart loT ecosystem with partners across
industries through collaboration, complementarity, and co-creation, leading the way
toward a smart future.

AUO is committed to ESG sustainability, undertaking concrete actions in corporate
governance, environmental sustainability, science education, cultural preservation, and
social welfare. This commitment has been recognized by our inclusion in the Dow Jones
Sustainability World Index for 14 consecutive years, and we have been selected for the
Bloomberg Gender-Equality Index every year since 2018.In 2022, AUO officially joined the
RE100 initiative, becoming the world’s first display manufacturer to commit to using 100%
renewable energy by 2050, while continuing to advance smart manufacturing and
implement green production practices.

This pilot edition of the Sustainability Report covers AUO and its subsidiaries (hereinafter
referred to as “the Group” or “AUO Group”).

1.2 Compliance Statement

The Group has prepared this report in accordance with the Guidelines for Mandatory
Disclosure in Annual Reports of Public Companies and the International Financial
Reporting Standards (IFRS) Sustainability Disclosure Standards (hereinafter referred to
as the "IFRS Sustainability Disclosure Standards") recognized and promulgated by the
Financial Supervisory Commission (hereinafter referred to as the “FSC”) and the
International Financial Reporting Standards (IFRS) Sustainability Disclosure Standards
(hereinafter referred to as “IFRS Sustainability Disclosure Standards”) recognized and
promulgated by the Financial Supervisory Commission (hereinafter referred to as the
FSC) and in effect.

1.3 Date and Procedure for Approval of the Sustainability Information
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Section

This pilot version of the Sustainability Information Chapter was submitted to the Board
of Directors on February 10, 2026, and disclosed on the Company’s website.

1.4 Application of Exemption Provisions

The Financial Supervisory Commission (FSC) permits listed companies to apply exemptions
under the transitional provisions of IFRS S1 “General Requirements for Sustainability-
Related Financial dsclosures”(Dhereinafter referred to as “IFRS S1”), paragraphs E3 and
E5 to EB, and IFRS S2 “Climate-Related Disclosures”(hereinafter referred to as “IFRS S27),
paragraphs C3 to C5.The exemptions adopted by AUO this year in accordance with the
transitional provisions and other requirements of the IFRS Sustainability Disclosure
Standards are shown in the table below:

Table 1.4-1 Exemptions Applied by the Company

Exemption Description Corresponding
Item Paragraphs in IFRS

Sustainability
Disclosure Standards

Comparative | In the first annual reporting period in which IFRS S1 | IFRS S1.E3 & E6(a);
information is applied, the entity is not required to disclose IFRS S2.C3
comparative information, including information
related to sustainability-related risks and
opportunities.

Commercially | When the conditions specified in paragraph B35 of | IFRS $1.B34-B36
sensitive IFRS S1are met, an entity may omit commercially
information sensitive information related to sustainability-
related opportunities.

Scope 3 GHG | In the first annual reporting period beginning on the | IFRS S2.C4(b)
emissions date when IFRS S2 is initially applied, an entity is not
required to disclose its Scope 3 greenhouse gas
emissions.




92.Governance

2.1 Purpose of Sustainability-Related Financial Disclosures in the Context
of Governance

The objective of the Company’s sustainability-related financial disclosures regarding
governance is to enable primary users of general-purpose financial reports to understand
the Company’s governance of sustainability-related risks and opportunities, including the
governance structure, as well as the governance processes, controls, and procedures
through which the Board and management monitor, manage, and oversee sustainability-
related risks and opportunities.

Regarding the governance framework, the Board of Directors and management are not
only responsible for overseeing sustainability-related risks and opportunities but also
carry out specific planning and execution through the Sustainability and Enterprise Risk
Executive Committee, which operates under the Sustainability and Risk Management
Committee, to ensure that climate-related matters receive appropriate attention and
management at the highest levels of management.

2.2 Disclosure Requirements for Governance

2.2.1 The Role of the Governing Body and Management in Addressing Sustainability-
Related Risks and Opportunities

The Company places great importance on the governance functions of senior management
regarding sustainability-related risks and opportunities. The Board of Directors, as the
Company’s highest management and decision-making body, formulates sustainability-
related risk management strategies in accordance with business strategies and the
industry environment, and oversees the effective operation of management mechanisms.
Key decision-making issues related to sustainability risks are included in the Board of
Directors’ reports or resolutions on a quarterly basis. A Sustainability and Enterprise Risk
Management Committee has been established under the Board of Directors to assist the
Board in continuously promoting corporate sustainability and risk governance, thereby
achieving the objective of sustainable operations.

2.2.1.1 Governance and Management Framework for Sustainability-Related Risks and
Opportunities

5 inability & ERM C
(3 members : Include 2 independent directors) Dedicated unit
cso
5 inability & ERM E: ive G
Technology Business Manufacturing Supply Chain Corporate Risk Stakeholders
Sustainability Sustainability Suslamnhilw Sustainability Sustainability Commitment Governance Engagement
. Technology Pmd -3 Affordable and Grean Supply Chain Risk
ESG Mission Application Clean Ensrgy Manufacturing Co-prosperity Citizenship Management
. R . R Stakeholders
Feet Carbon Carbon Energy Mitigation Value Chain Green Management
ST Technology Business Development Adaptation Management Education TOFD

Partnership

Circular Economy Warking Group / Carbon Energy Working Group /

Cross function operation
ESG Digital transformation Werking Group / Plastic Working Group

Figure 2.2.1.1-1 Governance and Management Framework for Sustainability-related
Risks and Opportunities
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The Company establishes corresponding operational frequencies and management
mechanisms for different organizational units to implement sustainable operations and
strategic development.

The following details the responsibilities of each organizational unit regarding
sustainability-related risks and opportunities, as well as the applicable scope of authority,
delegation, duties, and other relevant policies.

1.

Board of Directors

As the Company’s highest governance body for sustainability matters, the Board of
Directors consists of 9 directors, including 5 independent directors, and bears
ultimate oversight responsibility for the Company’s sustainability-related risks and
opportunities. The Board oversees management, is responsible for making major
decisions while considering sustainability-related risks and opportunities, and ensures
the effective implementation of corporate governance in compliance with laws,
regulations, and relevant systems. It convenes at least once per quarter.

Audit Committee

The Audit Committee is a functional committee under the Board of Directors, chaired
by Independent Director Chiu-Ling Lu and composed of all independent directors. It
is responsible for assisting the Board in fulfilling its supervisory duties and exercising
the powers prescribed by the “Securities and Exchange Act,” the “Company Act,” and
other applicable laws and regulations. The Audit Committee regularly communicates
with the Company’s certified public accountants and reviews their appointment,
independence, and performance. Additionally, the Company’s internal audit staff
regularly submits audit summary reports to the Audit Committee in accordance with
the annual audit plan, as well as reports via the Audit Committee’s email inbox. The
Audit Committee also periodically evaluates the Company’s internal control system,
internal audit staff, and their work.

Compensation Committee

The Compensation Committee is a functional committee under the Board of Directors,
chaired by Independent Director Jang-Lin (John) Chen and composed of two
independent directors and one independent expert. It is responsible for establishing a
performance-linked compensation system for the Company, including incorporating
the degree of achievement of targets related to sustainability risks and opportunities
into the performance evaluations of senior executives, and faithfully fulfilling the
duties and powers delegated by the Board of Directors. It regularly proposes
compensation system plans or recommendations for discussion and resolution by the
Board of Directors. It convenes at least twice a year.

Corporate Governance and Nominating Committee

The Corporate Governance and Nominating Committee is a functional committee
under the Board of Directors. Chaired by Chairman Shuang-Lang (Paul) Peng, the
committee consists of all independent directors. It is responsible for establishing
standards regarding the professional knowledge, skills, experience, and diverse
backgrounds (including gender) required of Board members, as well as standards for
independence. Based on these standards, the committee identifies, evaluates, and
nominates director candidates, and oversees the implementation of corporate
governance. It meets at least once a year.

Sustainability and Enterprise Risk Management Committee
10



The Sustainability and Enterprise Risk Management Committee is a functional
committee under the Board of Directors, composed of Chairman Shuang-Lang (Paul)
Peng and two independent directors. It is responsible for assisting the Board in
continuously promoting corporate sustainability and risk governance to achieve the
goal of sustainable operations, as well as strengthening and integrate risk
management operations, enabling directors to better understand operational
conditions, allocate and assign sufficient and appropriate resources to ensure the
operate effectively, and, through the establishment of appropriate risk management
mechanisms and the fostering of a risk management culture, to oversee and ensure
the effectiveness of the company’s overall risk management mechanisms. It convenes
at least twice a year.

Sustainability and Enterprise Risk Executive Committee

The Sustainability and Enterprise Risk Management Committee oversees the
Sustainability and Enterprise Risk Executive Committee, chaired by Chairman Shuang-
Lang (Paul) Peng. Senior managers serve as chairs of the respective subcommittees,
and the Chief Sustainability Officer leads the dedicated unit. The committee meets
quarterly to integrate cross-departmental strategies and resources, and to review
sustainability goals and progress.

In accordance with the Company’s “Sustainability Policy and Sustainability Committee
Operating Procedures,” the Sustainability and Enterprise Risk Executive Committee
is responsible for comprehensively advancing sustainability goals and actions to meet
stakeholder expectations. The chairs of the various subcommittees under the
Sustainability and Enterprise Risk Executive Committee lead eight subcommittees—
the Sustainability Technology Group, Sustainability Business Group, Sustainability
Energy Group, Sustainability Manufacturing Group, Sustainability Supply Chain
Group, Corporate Social Responsibility Group, Risk Governance Group, and
Stakeholder Group—in accordance with their respective functions, holding quarterly
meetings. In principle, the Chief Sustainability Officer engages in monthly dialogue
with each committee to discuss various sustainability plans, emerging trends, and
track the implementation results of projects.

Among these, the Risk Governance Group serves as the unit responsible for the
Company’s operational risks. Led by the Chief Financial Officer, it coordinates the
identification and analysis of various risks within the Company and implements
relevant risk and opportunity management mechanisms, making rolling adjustments to
address internal and external risks and opportunities. To strengthen oversight of
sustainability-related risks and opportunities, the Company has established the
"Corporate Sustainability Policy" and the "Risk Management Policy and Procedures"
as overarching guiding principles for advancing corporate sustainability and risk
management.

These policies enhance management’s objectivity and professional approach,
reinforce the principles of corporate sustainability and risk management, strengthen
the Company’s decision-making and execution capabilities, expand the scope of
sustainability coverage, and enhance oversight mechanisms.

In addition, cross-functional task forces have been established under the
Sustainability and Enterprise Risk Executive Committee, including the Carbon Energy
Task Force, the Circular Economy Task Force, the ESG Digital Transformation Task
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Force, and the Plastic Reduction Task Force.

Through cross-departmental collaboration, the Company ensures the effective
implementation of risk management policies and procedures. This collaborative
mechanism also helps align the direction of initiatives across various sustainability and
risk-related issues.

2.2.1.2 Development of Skills and Expertise Related to Sustainability Risks and
Opportunities

The Company conducts director training courses in accordance with the Taiwan Stock
Exchange Corporation’s “Guidelines for the Implementation of Continuing Education for
Directors and Supervisors of Listed and OTC Companies” and reports the planning
direction of director courses to the Company’s Corporate Governance and Nomination
Committee to ensure that directors possess sufficient professional competence and skills
to assist in the effective operation of the Board of Directors.

12



Table 2.2.1-2 Diversification Policy for the 11th Board of Directors of the Company

Title Name Gender | Technology | Technology | Industry Corporate Risk Human Finance Strategy
Industry R&D Innovation | Sustainability | Management | Resources | Accounting | Investment

Chairman Shuang-Lang Male
(Paul) Peng
Director Frank Ko Male V V V V V
Director Chuang-Chuang Female VvV V V
Tsai
Director Han-Chou (Joe) Male vV \Y Vv \
Huang
Independent | Jang-Lin (John) Male \Y vV vV
Director Chen
Independent Chiu-Ling Lu Female Vv V Vv Vv Vv
Director
Independent Cathy Han Female V V V V
Director
Independent Tzu-Ting Huang Female V V V V V
Director
Independent Yen-Hsi Lin Female V V
Director
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2.2.1.3 Frequency of Communication Regarding Sustainability-Related Risks and
Opportunities

The frequency of communication regarding sustainability-related risks and opportunities
between governance bodies and management is outlined in the descriptions for each unit
in the table below:

Table 2.2.1.3-10verview of the Governance and Management Framework and
Responsibilities for Sustainability-Related Risks and Opportunities

Organization Responsibilities Chairperson | Attendees O8N
Frequency
Board of Directors / . Appr9ve s.zi.gniﬁcant Chairman Board Quarterly
Strategy Meeting sustainability-related members
proposals

. Oversee the effective
operation of the sustainability
governance framework

Sustainability and Risk | *  Monitor regulatory trends Chairman Committee | Semi-
Management . Resolve significant members annually
Committee sustainability-related

proposals

. Oversee the implementation
outcomes of sustainability

projects
Sustainability and Risk | ° .dointly ider.1tif‘y sustainability | Chairman Chief Quarterly
Executive Committee issues and implement committee
corresponding projects and members
actions

. Coordinate and allocate

resources

Risk Governance Task | *  Monitor key risk issues Chief Executive In

Force under the . Implement risk management Financial secretariat principle,
Sustainability and Risk policies approved by the Officer monthly
Executive Committee Board

. Develop and execute risk
management policies in
accordance with
international risk
management standards

Establish a management

;
TCFD Task Force mechanism for climate-related

Heads of | Implementing | In

risks and opportunities in Li?fsonmble units E]Z:iﬁle’
accordance with the TCFD Y
framework
Renewable Energy PrQV|de timely decisions apd Vice Implementing | In
guidance to teams executing . . L
Procurement Regular President, units principle,
renewable energy power purchase .
Report . . Energy biweekly
agreements in accordance with .
Business

RE100 targets

Task Force on Climate-Related Financial Disclosures  TCFD
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2.2.1.4 Balancing Sustainability-Related Risks and Opportunities

The Company’s governance units have fully balanced sustainability-related risks and
opportunities when overseeing the Company’s strategy, decisions on major transactions,
risk management processes, and related policies. Specifically, this includes the following:

1. Governance: The Sustainability and Enterprise Risk Management Committee is
responsible for overseeing issues related to sustainability-related risks and
opportunities and reports regularly to the Board of Directors. The governance unit
has fully considered the potential impacts of climate change on all agenda items,
including operational strategies, decisions on major transactions, and risk
management processes.

2. Strategy: In the process of formulating major decisions, the Company considers the
trade-offs between sustainability-related risks and opportunities to ensure that
potential opportunities can be seized when facing challenges. This includes product
strategies for low-carbon transition, the use of renewable energy, and related
policies, thereby enhancing the company’s competitiveness and resilience.

3. Risk Management: In our risk management processes, the Company identifies and
assesses sustainability-related risks and opportunities, integrating them into our
overall risk management framework. Additionally, through cross-departmental
collaboration, we evaluate the impact of sustainability risks on our business model
and value chain, and formulate corresponding risk management strategies.

4. Metrics and Targets: In addition to setting revenue and profit targets, the Company
establishes practical metrics and targets to manage sustainability-related risks and
opportunities, thereby enhancing transparency and highlighting the Company’s
accountability regarding sustainability issues.

2.2.1.5 Setting Sustainability-Related Risk and Opportunity Targets, and Linking Them to
Performance and Compensation Policies

AUO Corporation has established 10 specific sustainability goals, using 2018 as the base
year. The Sustainability and Risk Executive Committee regularly monitors the progress and
outcomes of these goals, reporting annually to the Board of Directors through the
Sustainability and Risk Management Committee. The Company’s Board of Directors and
senior management compensation policies are described as follows:

The performance evaluation and compensation of the Company’s senior managers are
based on the principles of the “Executive Compensation Policy” established by the
Compensation Committee and the Board of Directors. Each year, the Compensation
Committee reviews the policy and submits it to the Board of Directors for resolution. The
Company also collaborates with external professional compensation consultants to ensure
that senior manager compensation remains competitive and to enhance the alignment of
compensation policies with market trends and environmental dynamics.

To strengthen the link between the management team’s compensation and the Company’s
operational performance, total compensation consists of base salary, long-term and short-
term variable bonuses, and employee bonuses derived from profit sharing. Depending on
the position and performance, these components account for 7 O % to 9 O % of total
compensation. For the senior management team (including the Chairman, CEO, Chief
Sustainability Officer, and C-level executives), a long-term incentive plan is in place.
Performance metrics include (1) operational performance targets and (2) ESG
15



sustainability performance and key issue management targets, with 20% of the total
compensation linked to sustainability (environmental) performance. Additionally, the
specific weighting of the link between an executive’s role and responsibilities and ESG
sustainability performance is designed to range from 10% to 70%, aiming to closely align
the company’s climate (sustainability) transition strategy with compensation. This ensures
that the senior management team remains focused on and strengthens the various
management objectives they are responsible for while driving sustainability initiatives. The
performance evaluation period for long-term compensation plans is three years. Equity-
based compensation accounts for more than 50% of the total, and clawback provisions
are in place to deepen the alignment with shareholder interests and ensure that senior
executives fulfill their commitment to sustainable operations.

1. Operational Performance Targets: Include Earnings before Interest, Taxes,
Depreciation, and Amortization (EBITDA®), contribution to shareholders,
business unit revenue, gross margin, and operating margin.

2. ESG Sustainability Performance and Material Topic Management Targets:
These include the CSR EPS 2025 targets (which encompass four
environmental-related goals: climate adaptation, energy conservation and
generation, water conservation and generation, and circular production) as well
as material topic management targets

2 EBITDA = Operating Profit + D&A, i.e., operating profit before depreciation and amortization
16



3. Risk Mlanagement

3.1 Purpose of Sustainability-Related Financial Information Disclosures in
the Context of Risk Mlanagement

The Company discloses sustainability-related financial information regarding risk
management to enable the primary users of general-purpose financial reports to
understand the Company’s processes for identifying, assessing, prioritizing, and
monitoring sustainability-related risks and opportunities, and to describe how these
processes are integrated into the Company’s overall risk management system.

3.2 Information Requirements for Sustainability-Related Financial
Disclosures in the Context of Risk Management

The Company has established “Risk Management Policies and Procedures” to advance
the goals of sound business operations and corporate sustainability, thereby achieving
relevant risk management objectives.

3.2.1 Processes and Policies for Identifying, Assessing, Prioritizing, and Monitoring
Sustainability-Related Risks

The Company has established a risk knowledge base covering both internal and external
risks, primarily encompassing governance, reporting, strategic planning, compliance, and
operations/infrastructure. Risk categories include, but are not limited to, operational,
market, environmental, strategic, climate, financial, governance, and compliance risks.
Risk identification employs various feasible analytical tools and methods, drawing on past
experience and information, and taking into account internal and external risk factors as
well as stakeholder priorities. Through “bottom-up” and “top-down” analytical discussions
to comprehensively identify potential risk events that could prevent the achievement of
the company’s objectives, result in losses, or cause negative impacts. Risk identification,
analysis, assessment, prioritization, response, and monitoring and review are conducted
in accordance with the “Risk Management Policy and Procedures.”

1. Risk Identification: Using the risk knowledge base and guided by short-, medium-,
and long-term objectives and business responsibilities, we conduct a preliminary
identification of sustainability-related risks and opportunities to achieve
comprehensive enterprise-level risk identification.

2. Risk Analysis: Risk analysis primarily focuses on identified risk events,
considering the adequacy of existing control measures, past experience, and
industry case studies to analyze the probability of occurrence and the severity
of impact of such risk events.

3. Risk Assessment: Based on the results of the risk analysis, risks and
opportunities are evaluated by considering their nature, likelihood of
occurrence, and potential impact.

4. Risk Prioritization: Following the risk prioritization process, risks are ranked
based on the assessment results to determine their significance to the
company’s operations to determine which risk events require priority attention,
serving as a reference for selecting response measures in subsequent planning.
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5. Risk Response: Taking into account the company’s strategic objectives, the
perspectives of internal and external stakeholders, risk appetite, and available
resources—including but not limited to the likelihood and consequences of risk
occurrence, compatibility with acceptable risk levels, cost-benefit analysis, and
opportunities for achieving corporate objectives—select risk response methods
and ensure that relevant personnel fully understand and implement them.

6. Risk Monitoring and Review: Ensure that the risk management process and
related risk mitigation measures continue to operate effectively, and report the
results of risk management implementation to the Sustainability and Enterprise
Risk Management Committee and the Board of Directors on an annual basis

3.2.1.1 Information on Input Values and Parameters from Data Sources Used for
Sustainability Risks

To identify sustainability-related risks and opportunities, the responsible personnel in
each department of the Company first review past events, current conditions, and
observations of trends in accordance with internal enterprise risk identification and
management procedures, and consider climate issues of concern to stakeholders. The
scope of the preliminary identification of sustainability-related risks and opportunities
covers the Group and the upstream and downstream segments of the value chain.
Subsequently, the Company establishes future climate scenarios and selects the
Intergovernmental Panel on Climate Change (IPCC) “Very High Emissions” scenario
(SSP5-8.5) to analyze climate-related physical risks, and used the International Energy
Agency’s (IEA) Steady-State Policy Scenarios (STEPS) and the Net Zero Emissions
(NZE) 2050 scenario to analyze climate-related transition risks. Following scenario
analysis based on these scenarios, the Company assesses potential climate-related risks
and opportunities arising from the Group’s operational activities and supply chain; the
scope of risk and opportunity identification includes the regions where the Group’s
production facilities are located.

3.2.1.2 Impact and Application of Sustainability-Related Scenario Analysis on Risk
Identification

In response to the identification of climate-related risks and opportunities highlighted by
IFRS S2 Climate-related Disclosures, AUO classifies risks according to the TCFD
framework, which includes: climate change and carbon management policies and
regulations, technology, market and corporate reputation transition risks, as well as
immediate and long-term physical risks from extreme weather events, totaling 9
categories of climate-related risks. Subsequently, senior managers from responsible
departments—such as Manufacturing, Product, Technology, Human Resources, and
Finance—assess the impact of climate change issues on the value chain and identify
potential challenges and opportunities that the organization may face in the short to
medium term.

Each department examines and evaluates the relevance and severity of each issue to the
Group’s operational risks from various perspectives, including anticipated regulatory
trends and scenario analysis assumptions. Through collaboration and discussion among
relevant internal departments, the Group determines the risks and opportunities that
require focus, thereby identifying physical and transition risks that may impact the
Group’s business objectives.
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3.2.1.3 Methodology for Assessing the Nature, Probability, and Severity of Sustainability-
Related Risks

During the risk identification and analysis process, assessments are conducted using
both qualitative and quantitative methods across three dimensions: occurrence
frequency, impact severity, and management control effectiveness. Based on the
described risk scenarios, occurrence frequency and impact severity are determined,
while control effectiveness is assessed based on the expected level of internal control
management over the next year. Occurrence frequency is categorized into five levels:
“Rarely, Unlikely, Possible, Likely, and Frequently,” with a score ranging from 1to 5;
Severity is categorized into five levels: “No Impact, Minor, Moderate, Severe, and
Catastrophic,” with a score ranging from 1to 5; Control effectiveness is categorized into
five levels: “Very Good, Good, Acceptable, Poor, and Bad,” with a control effectiveness
score ranging from 1 to 5 points.

3.2.1.4 Ranking of Sustainability-Related Risks Relative to Other Risks and the
Methodology

For the identified, assessed, and analyzed relevant risks, the magnitude of each risk will be
evaluated based on the quantified results of the occurrence frequency, impact severity,
and control effectiveness for each risk item and its corresponding risk scenario.

The calculation formula is: Risk Impact = Frequency x Severity. Risk Impact represents the
full scope of risks facing the organization before controls are applied; Operational Risk
Value = Risk Impact x Control Effectiveness. Operational Risk Value represents the state
of risks after controls have been applied. This is presented using a two-dimensional matrix
that maps Risk Impact against Control Effectiveness. Based on this matrix, risks with high
impact and low control effectiveness are included in the Company’s annual priority risk
management program.

The table below presents the results of the Company’s 2025 comprehensive risk
identification. The risk classifications include climate risks covered in this chapter, other
sustainability-related risks, and other risk categories managed by the Company but not
associated with the TCFD or IFRS.

Description of Sustainability-related Operational
SlseniEEE el i Rlsk/Opportunltyy erask Score

Other Risks Compliance with occupational safety and health 19.7
regulations

Other Risks o Macroeconomic conditions and changes in industry 0.3
trends

Other Risks 3 Cgr‘por‘ate operating strategies and product 8.4
pricing

Other

Risk Sustainability- 4 Information security 7.8

related Risks

Other Risks 5 Corporate operating strategy and business scope 7.7

Other Risks 6 Disasters and catastrophic events 7.7

Other Risks 7 Informatlon authorization and regulatory 75
compliance

19



Description of Sustainability-related Operational
Sl Rsk/Oppportunlty " Rlzk Score

Other Risks Increasing demand for sustainable products and
services

Other Risks 9 Customer demand / customer service 6.8

Other Risks 10 Changes in product-related regulations 6.1

Climate- 11 Climate change and carbon management (market) 6.0

related Risks 9 9 ’

Climate- Climate change and carbon management (long-

. 12 5.9

related Risks term)

Climate- _

related Risks 13 Energy use restrictions or shortages 5.9

Climate- 14 Climate change and carbon management (policy 5.6
Risk related Risks and regulation) :

Other Risks 15 Outsour‘s:mg management of information systems 50

and services

Other

Sustainability- 16 Human rights and labor relations 5.0

related Risks

Other Risks 17 Information system change management 4.9

Other Risks 18 Geopolitical and emerging risks 4.5

Other Risks 19 Damage to critical infrastructure 4.0

Climate- 00 Climate change and carbon management 39

related Risks (technology) )

Using the two-dimensional matrix approach described above as an example of climate-
related risk identification, the Company identifies the multifaceted risk impacts of
climate change based on the TCFD framework’s transition and physical climate-related
categories.

As shown in Figure 3.2.1.4, based on the 2025 identification results, among the 9
categories of climate-related risks, a total of 4 climate risk categories fall into the L-type
(high impact/low control zone. Additionally, considering the impact on operating costs
following the implementation of Taiwan’s carbon levy, combined with S1 (climate-related
carbon policies and regulations), a total of five climate risk categories have been included
in the subsequent management scope.

20



3 $1(Climate — Carbon Policies and Regulations) S$2 (Energy Constraints and Shortages)

c
2 S4 (Climate — Carban Markets)

5
L] ® ST (Physical — Long-term)

Ajeaeg yoedw| ysiy
na
L]
(]

= N o}
05 83 (Climate — Carbon Technologies)

al

0] 05 1 1.5 2 25 3 35 4 4.5
Level of Control (Higher value indicates lower level of control)

Figure 3.2.1.4 Two-dimensional matrix of climate-related risk types under the TCFD
framework

3.2.1.5 Methods for Monitoring Sustainability-Related Risks

For risk items identified as annual priorities, enhanced management measures are
implemented, and the effectiveness of risk mitigation is tracked until the risks are brought
under control. Responsible units may establish risk monitoring indicators; if a risk is found
to be deteriorating, relevant countermeasures are taken. The effectiveness of risk
mitigation measures is tracked quarterly, and the results of risk management
implementation are reported annually to the Sustainability and Enterprise Risk
Management Committee and the Board of Directors.

3.2.1.6 Impact and Reasons for Process Changes during the Reporting Period

This year, the Company introduced a new process for identifying and assessing sources
of climate risks and opportunities in accordance with the IFRS Sustainability Disclosure
Standards. This process was developed by adapting the methodology used by AUO to
identify material dual-impact topics during the preparation of its sustainability report.
Specifically, since the stakeholders considered in the Sustainability Report are broader in
scope, in addition to the risk scenarios previously developed solely through internal
climate change and carbon management risk identification, the Company also aims to
generate more diverse and comprehensive, outward-to-inward climate risk scenarios
through collaboration with stakeholders, based on the high- and medium-priority climate,
carbon, and energy issues identified in the materiality survey. We will then follow the IFRS
Sustainability Disclosure Standards to focus on identifying and disclosing sustainability
information that has a material impact on financial performance, thereby providing the
Company with a more systematic and diversified basis for assessing climate-related
physical risks, transition risks, and climate opportunities.

3.2.2 Process for Identifying, Assessing, Prioritizing, and Monitoring Sustainability-
Related Opportunities

The Company believes that opportunities exist in the process of mitigating and adapting
to climate change. Therefore, by establishing a sustainability-related opportunity
management process, we identify, assess, prioritize, and monitor climate-related
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opportunities, and utilize climate-related scenario analysis to track changes in external
trends.

3.2.2.1 Sustainability-Related Opportunity Management Process

1.

Opportunity Identification and Analysis:

The Company identifies and analyzes opportunities through two approaches. First, by
evaluating and analyzing climate opportunities previously identified from a climate risk
perspective, we identify projects that can be further developed to transform crises
into business opportunities. Second, by collecting information on domestic and
international market trends, industry intelligence, and government subsidy programs,
we conduct opportunity identification and analysis based on the Company’s current
core technologies and value chain partnerships.

Opportunity Evaluation and Prioritization:

Based on the results of opportunity identification and analysis, we evaluate and
prioritize opportunities to determine which ones require immediate attention, and
establish relevant metrics and targets.

Opportunity Monitoring and Review:

Responsible units are tasked with implementing the objectives and actions related to
climate-related opportunities. The Chief Sustainability Officer regularly monitors and
reviews the short-, medium-, and long-term objectives and implementation
effectiveness of the Sustainability and Enterprise Risk Executive Committee to
effectively manage all sustainability-related opportunities.

3.2.2.2 Impact and Application of Climate-Related Scenario Analysis on Opportunity
Identification

The Company incorporates scenario analysis into its climate-related opportunity
identification and analysis process, utilizing the International Energy Agency (IEA)’s
“Net-Zero Emissions 2050 (NZE)” scenario, primarily referencing the key strategies
proposed by Taiwan’s National Development Council in the “General Description of the
2050 Net-Zero Emissions Pathways and Strategies,” and analyzing and forecasting
favorable outcomes based on the Company’s business environment.
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Table 3.2.2.2-1 Impact and Application of Opportunities

Climate Scenario Assumptions | Stakeholders Potential Benefits Management Approach

The Company applies the [EA
Stated Policies Scenario
(STEPS) and Net Zero
Emissions (NZE) scenario to
analyze climate-related
transition risks. This is
expected to increase the use

Low-carbon production
reduces financial costs
arising from carbon
taxes

Global brand customers
require supply chains to
adopt low-carbon energy

Join RE100 and gradually
increase the proportion of
renewable energy
adoption

Strengthen engagement
with green brand
customers to co-create

smart management and low-
carbon solutions.

management, water
resources, and circular
economy solutions to
create new business
opportunities

) of low-carbon energy in key Short term -
Energy Operations, industries and drive AUO, . Investment in renewable (within 2 green bus.lr?ess
Source Market participation in renewable Customers energy power sales years) opportunities
energy investment, business to address Accumulate experience in
operations, and sales. supply—demand energy generation,
imbalances in the storage, and EPC?
renewable energy market market management in
preparation for entering
the renewable energy
trading market
To achieve net zero emissions * Invest in smart Enhance value-added
by 205_0= the competent manufacturing solutions display technologies to
authority has mtr‘o.duced. to enhance customer support suppliers,
twelve key strategic action energy efficiency and customers, and the value
plans aimed at improving create decarbonization chain in transitioning
Market | Technology, mddus:tjr(‘jlal energy efficiency Suppliers, opportunities S?xir:cthit:rgm toward low-carbon and
and addressin :
Entry Market tr‘ansf‘or‘matiog needs through Customers . Invest in carbon years) sustainable development

Develop integrated
application solutions for
vertical markets to create
additional competitive
business segments

3 Engineering, Procurement, Construction (EPC)
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Climate Scenario Assumptions | Stakeholders Potential Benefits Management Approach

Energy
Source

Participation
in Carbon
Market

Taiwan has introduced its
Nationally Determined
Contribution (NDC 3.0)
targets and launched green
and transition finance action
plans, including a sustainable
taxonomy, green bonds, and a
NT$100 billion Green Growth
Fund to mobilize capital. A
carbon fee scheme is
scheduled for implementation
in 2025, alongside the
preparation of an Emissions
Trading System (ETS),
forming a comprehensive
carbon pricing mechanism
aligned with international
practices. This enables
additional revenue generation
through carbon credits.

AUO,
Investors

Sell early-stage carbon
credits to meet offset
requirements for entities
subject to carbon fees

Provide carbon credits
required for
environmental impact
assessment offset
mechanisms

Short term
(within 2
years)

Monitor trends in carbon
credit trading volumes
and prices

Track regulatory
developments in carbon
taxes/fees and cap-and-
trade systems

Actively engage with
major emitters regarding
offset demand from
voluntary reduction
initiatives
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3.2.53 To what extent and how are processes for identifying, assessing, prioritizing,
and monitoring sustainability-related risks and opportunities integrated into and
influencing the overall risk management process

The Company’s processes for identifying, assessing, prioritizing, and monitoring
sustainability-related risks and opportunities have been integrated into the Company’s
overall risk management framework. To enhance the Board of Directors’ oversight
functions and strengthen management capabilities, the Sustainability and Enterprise Risk
Management Committee assists the Board in governing relevant risks and opportunities
and reports to the Board on a regular basis. Specifically, the processes related to
sustainability risks and opportunities are integrated into the Board’s Sustainability and
Enterprise Risk Management Committee for oversight, while the Sustainability and
Enterprise Risk Executive Committee is responsible for implementing the sustainable goals.
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4 Strategy

4.1 Purpose of Disclosing Strategy-Related Sustainability Financial
Information

The Company discloses strategic sustainability-related financial information to enable
primary users of general-purpose financial reports to understand the Company’s
strategies for managing sustainability-related risks and opportunities. For sustainability-
related risks and opportunities expected to impact the Company, the disclosure details
their effects on the business model and value chain, strategies and decisions, as well as
financial condition and performance.

4.2 Strategic Disclosure of Sustainability-Related Risks and
Opportunities

According to the Sixth Assessment Report (ARB) of the United Nations
Intergovernmental Panel on Climate Change (IPCC), Taiwan exhibits high climate risk
characteristics, including: increased rainfall intensity, longer annual maximum consecutive
dry spells; longer summers, and shorter or even disappearing winters. The Company
believes that within the complex boundaries of organizational operations, it is essential to
ensure that every aspect possesses the operational resilience to adapt to climate change.
In manufacturing, the first step is to reduce reliance on natural energy resources, such as
regional water, electricity, and gas infrastructure, and to extend this approach to supply
chains with similar natural resource needs. In other areas, the company must actively
address challenges related to national or regional regulations, market value and R&D
momentum driven by products in the value chain, and the expectations of diverse
stakeholders regarding low-carbon transition. Based on industry characteristics and
various operational conditions, the Company conducts in-depth assessments across
short-, medium-, and long-term timeframes to determine the strategic and operational
management resources required for different business segments, while also making
advance plans and preparations for financial support.

In our resilience management framework, we review sustainability risk and opportunity
projects. Based on key information such as our operational status, changes in policies and
regulations, international trends, low-carbon market developments, and technological
advancements, we consider the entire upstream, midstream, and downstream value chain
across short-, medium-, and long-term timeframes. In accordance with IFRS guidelines, we
assess sustainability response actions and evaluate their financial impacts.

1. Value Chain: Assess the points along the value chain affected by sustainability risks

and opportunities, including upstream related industries and suppliers, the Company’s
own operational organization and business model, and downstream related industries

and customers, and disclose the extent of their impact.
2 T—
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