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Internal Carbon Pricing (ICP) Framework
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The Company has introduced an Internal Carbon Pricing (ICP) mechanism with the

purpose of concretizing and monetizing carbon emissions, thereby embedding them

into daily operations and long-term strategic planning to accelerate our transition

toward a low-carbon business model. The primary objectives include:
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Strengthening Decision-Making and Risk Management
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By integrating carbon costs into strategy and financial planning, we ensure that
climate-related issues are adequately considered in the decision-making
process. This enables the company to anticipate the potential impacts of future
carbon taxes or trading schemes, enhance the management of both physical
and transition risks associated with climate change, and safeguard the

resilience of business strategies.
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Driving Energy Efficiency and Low-Carbon Investments
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ICP allows us to perform more realistic cost-benefit analyses by factoring in the
impact of carbon emissions during investment evaluations. This incentivizes
the company to prioritize renewable energy deployment, energy-efficient
equipment, and low-carbon products, thereby enhancing energy efficiency
while capturing emerging low-carbon opportunities that strengthen our

competitive advantage.
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Identifying Low-Carbon Opportunities and Creating Value
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By establishing ICP, the company transforms climate externalities into
measurable internal management indicators, enabling more efficient resource
allocation. This not only improves short-term operational efficiency but also
contributes to long-term value creation for shareholders and society,

reinforcing the company’s market competitiveness in the low-carbon transition.
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Supporting Climate Goals, Policy Implementation, and Navigating regulations
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The ICP system is not only a management tool but also supports the gradual
achievement of our emission reduction goals and sustainability commitments.
By internalizing a carbon price, the company can proactively simulate and
prepare for potential future requirements such as carbon taxes, trading
schemes, or other climate-related regulations, thereby mitigating transition
risks. This approach demonstrates our determination to act on climate issues
to stakeholders while further strengthening the company’s leadership and

reputation in sustainability.
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Within Scope 1 and Scope 2 emissions, capital expenditures related to energy use
and decarbonization, as well as operational items with significant carbon impacts,

will incorporate ICP into cost-benefit assessment processes.
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The Company adopts the “Shadow Price” model as the type of Internal Carbon
Pricing. This approach applies the set internal carbon price to projected emissions
during investment or project evaluations, treating it as an additional cost or benefit
factor in the analysis. This internal monetization mechanism enables the company
to better reflect the implicit cost of carbon emissions, thereby improving decision-

making and encouraging low-carbon investments.
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Our company plans to set the internal carbon price at USD 50 per ton of CO,. This
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figure references the World Bank’s guidance aligned with the Paris Agreement
pathway of limiting global warming to below 2°C, which recommends that carbon
prices should reach USD 50-100 per ton by 2030. Since our company is not an
energy-intensive industry, we adopt TWD 50(approximately USD 50) as a prudent
starting point, subject to annual review and adjustment in line with policy
developments and industry trends. This ensures that the internal carbon price

continues to reflect the real cost of carbon and delivers management effectiveness.
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Case 1: Solar PV Installation at Nanchou Plant
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Based on pure cash savings (excluding carbon value), the solar PV project
demonstrates strong payback, with an undiscounted payback period of
about 7.95 years and a cumulative net cash flow of approximately TWD
29.97 million over 20 years. By applying an internal carbon shadow price of
TWD 1,500 per ton of CO,, the project generates an additional internal
benefit of TWD 469,260 annually, reducing the payback period to about 6.7
years and increasing the 20-year net benefit by around TWD 9.38 million.
This highlights the project’s dual economic and environmental benefits.
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Case 2: Green Electricity Procurement at Zhongxiao Office
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Starting in August 2025, the Zhongxiao Office will gradually increase its green
electricity procurement. Although the current green electricity price is
higher than Taiwan Power’s standard tariff, projections of a 10% annual
increase in grid electricity prices combined with the internal carbon value
show that the project will trend toward positive benefits year by year,

reaching a cumulative net benefit of approximately TWD 389,000.



