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Chapter I.  Letter to Shareholders

Dear Shareholders,

For CSC, 2020 was the worst year, but it was also the best year: a year in which CSC
was confronted with unprecedented challenges and made arduous efforts, a year in which
CSC made the most extensive reforms and secured the most remarkable results since its
establishment. Just as Intel's former CEO Andy Grove said, "Bad companies are destroyed by
crises; good companies survive them; great companies are improved by them." With due
responsibility, CSC management team would like to report to all shareholders that, while
facing challenges, all employees of the Company are deeply aware that the Company must be
well prepared for any uncertainties in advance instead of negatively responding to them.
Therefore, the Company had spared no efforts in improving technology, process, and
marketing and making preemptive plans, so that the business operating structure of the
Company has been better than ever. From this year (2021) on, the Company will strive to
promote the operational and developmental cores, that is, "positioning itself as a steel mill
that produces premium products with high value" and "devoting itself to the development of
the green energy industry." In addition, we will make further efforts to the core work of energy
saving and carbon reduction. What CSC will focus on in the future is not producing more
steel but creating greater value from steel by promoting upgrading and transformation in
cooperation with the downstream steel-using industries. Environmental, social and corporate
governance (ESQG) is not only a common issue facing global enterprises, but also a valuable
opportunity and direction to advance corporate growth. Hence, CSC has made active efforts
to do well in ESG work, in a bid to achieve larger successes in the future to live up to all
shareholders’ expectations and support.

In 2020, the steel industry had undergone a dual impact of the US-China trade war and
the COVID-19 pandemic. In response to the raging pandemic, countries around the world

have been forced to launch infection prevention and control measures such as work and
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production suspension, which lead to stagnant foreign trade, depressed economy, and
resultant weak steel demand, hitting the industry so seriously that is equivalent to the
combined shock caused by SARS, September 11 terrorist attacks and 2008 financial crisis.
On the other hand, the supply of iron ore was affected by factors such as the pandemic and
adverse weather conditions. Although international steel prices were adversely affected by
the outbreak in the middle of the year, the price of iron ore did not significantly decrease, but
even registered a record high in more than nine years driven by the gradual recovery of
production and economic activities in Mainland China, which had worsened the operation
situation of steel plants.

Throughout the year, global steel plants were confronted with the pressure of heavy
losses due to the joint effects of a sharp decrease in demand for steel due to COVID-19 and a
high price of raw materials. Faced with this great challenge, the Company actively adapted to
changes, exerted itself to innovate, and carried out a number of major reforms in 2020: (1)
Adopting a new pricing system that offers monthly and quarterly prices simultaneously for
the first time in February, and launching the N+1 monthly pricing mode since October, which
reflects the steel spot pricing in a more timely manner. (2) Integrating commercial and
technical resources to establish an "Industry Care Group" that commits to proactively care for
customers and provide them with comprehensive customized support and services by making
use of the management and technical capabilities of the industry service team, with the goal
of joining hands with customers to get through this difficult period. (3) Launching the
revamping of the No. 2 blast furnace, of which the basic and detailed design was completed
by CSC’s own team and the artificial intelligence (Al) was introduced, at the end of July
ahead of the schedule in response to the impact of the pandemic. On December 17, 2020, the
first smart blast furnace commenced, leading the steel industry in Taiwan to the new era of
Al. Additionally, with measures including process improvement, strengthening product R&D
and marketing, and flexible adjustment of domestic and foreign sales ratios, the Company not

only maintained stable sales throughout the year, but also increased the proportion of high-
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end products in total sales volume to 46.53%. Thanks to the concerted efforts of all employees,
the consolidated profit began to rise rapidly since August as the steel market recovered, so
that a turn from loss to profit was achieved, rounding off the difficult year.

Responding to domestic and foreign investors’ highly attention to climate change issues,
the Company officially signed in September 2020 to become a supporter of the Task Force
on Climate-related Financial Disclosures (TCFD), and disclosed the risks and opportunities
related to climate change in the 2020 CSR Report. Moreover, the Company participated in
the ESG Sustainability Initiative, promising to take specific actions to reduce carbon emission
by 1% per year through 2025 from the base year 2018. Furthermore, to align with the
"Corporate Governance 3.0 - Sustainable Development Roadmap" issued by the Financial
Supervisory Commission, the Company released its annual financial reports at the end of
February 2021 to further enhance the timeliness of financial information disclosure. CSC was
also ranked top 5% in TWSE listed companies in the 2019 Corporate Governance Evaluation
announced in 2020.

As revenues from steel products account for nearly 80% of the consolidated operating
revenues of China Steel Corporation (CSC) Group, the global macroeconomic situation and
changes in the steel market are highly related to the operations of the Group. As a result, this
letter to the shareholders mainly analyzes the steel industry.

I. Business and Financial Performance in 2020
(I) Business and Profitability Analysis

Due to weak steel demand, incessant decrease in steel price, and high cost of raw
materials, the Company's gross profit of steel products in 2020 decreased significantly and
underwent a loss for months. Fortunately, with the reforms and countermeasures the
management team actively carried out, the Company responded quickly as the steel market
bottomed out. Through increasing the selling price and vigorously promoting production and
sales, the Company witnessed a V-shaped rebound in standalone and consolidated profit,

turning profitable from loss on the whole year basis.
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Information on the Company's consolidated and standalone financial statements are as
follows:

1. Consolidated Financial Statements
Unit; NT$ million/10 thousand tons

Year
2020 2019 Change

Item

Operating Revenues 314,783 366,241 | (51,458) | -14%
Gross Profit 15,118 27,828 | (12,710) | -46%
Profit from Operations 2,296 12,578 | (10,282) | -82%
Non-operating Income and 477 223 249 | 112%
Expenses

Profit before Income Tax 2,768 12,802 | (10,034) | -78%
Net Profit for the Year 2,258 10,330 (8,072) | -78%
Sales volume of steel products 1,452 1,462 (10) | -1%

2. Standalone Financial Statements
Unit: NT$ million/10 thousand tons
Year
2020 2019 Change

Item

Operating Revenues 183,842 207,298 | (23,456) | -11%
Gross Profit 8,227 12,706 (4,479) | -35%
Profit from Operations 597 4,587 (3,990) | -87%
I}::Ion-operatlng Income and 410 5.448 (5.038) | -92%

Xpenses

Profit before Income Tax 1,007 10,035 (9,028) | -90%
Net Profit for the Year 886 8,810 (7,924) | -90%
Sales volume of steel products 1,014 1,029 (15| -1%

(IT) Research and Development (R&D)

The Company completed a total of 34 new product R&D projects in 2020, a fruitful year
for the Company in terms of research and development, and continued the efforts towards
enhancing competitive advantage through product differentiation. Based on the operational
and developmental cores, “the high value added steel mill” and “development of green energy

industry,” the current R&D strategy of the Company is to develop core capabilities, including
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developing advanced premium steel, establishing excellent manufacturing capability, and

introducing AloT, boosting productivity, and deepening the upgrade of steel-using industry.

Major R&D outcomes are listed as follows:

1. Core technology for the electric vehicle industry

(M

2

)

Development of electrical sheets: Through the establishment of key
technologies, the Company has developed thin electrical sheets that are
characterized by lower iron loss, higher magnetic flux and higher strength for
drive motors in electric vehicles. The Company has successfully made such
products sourced by major electric vehicle manufacturers and has become a
critical supplier of electrical sheets.

Development of advanced high-strength steel: To meet lightweight and safety
requirements, CSC has developed a variety of dual-phase steel and high hole
expansion steel while striving to develop steel products with higher strength
and ductility, in an attempt to fill the gap in the industry's supply chain by
supplying domestic and overseas automobile brands.

Development of self-adhesive coating sheets and its processing technology:
The products developed can reduce the iron loss of electric vehicles, improve
efficiency, and increase endurance. In addition, the Company has mastered the
core technology of the production of self-adhesive molds and jigs and has been
equipped with demonstration equipment, in support of domestic
manufacturers to optimize their process equipment and enhance their mass

production capacity.

2. Intelligent manufacturing technology

(D

)

Development of smart metallurgical design technology: The Company applies
Al to construct the cross-process production prediction models, effectively
shortening the time of product development and order evaluation, simplifying
steel types and improving the rate of continuous casting.

Development of multi-purpose object detection technology through deep
learning: With the characteristics of images observed, the Company has
developed multi-purpose object detection technology specifically for steel

production.
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3. Energy and environmental protection technology
The Company completed the development and application of several energy-
saving technologies, such as setting up the pure oxygen combustion to ladle
preheating stations to reduce the consumption of sourced natural gas; building
intelligent models for hot stove that are incorporated into the intelligent modules
for blast furnace No. 2 to reduce hot stoves' use of fuel, improve process efficiency
and lower CO; emissions.

4. Development of important industrial materials
CSC Group makes constant efforts to develop various industrial materials and
products, such as fine carbon materials, lithium-ion battery materials, magnetic
materials and automotive lightweight aluminum sheets. In 2020, the orders for
automotive aluminum sheets reached up to 8,200 tons from the domestic and

foreign markets. What's more, it has passed 14 material verifications from 4 OEMs.

II. 2021 Business Plan and Business Development Strategies

Looking into 2021, despite the emergence of Covid-19 variants that may increase
uncertainty, the rollout of vaccines and the stimulus policies implemented by governments
around the world are expected to make the global economy regain its growth momentum. The
International Monetary Fund (IMF) projected in January 2021 that the global economy will
grow by 5.5% in 2021 compared to 2020.

In respect of the steel industry, benefiting from the prominent recovery of the domestic
and overseas manufacturing industry, the growth of industries like automobiles and
motorcycles, infrastructure, and home appliances is driving the rapid increase in the demand
for steel products. The international steel market, especially the US and the EU market, has
seen robust growth from the beginning of 2021, revealing a rosy outlook, thanks to the
positive factors such as demand exceeding supply and China's control over steel production
capacity. In addition to the significant rise in prices, the Company's sales volume of steel
products is expected to maintain stable in 2021.

CSC is celebrating the 50th anniversary in 2021. To enhance competitiveness for the

next five decades, the Company will make efforts in the following aspects, with the
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operational and developmental cores "positioning itself as a steel mill that produces premium

products with high value" and "devoting itself to the development of the green energy

industry."

l.

High value added steel mill

The Company endeavors to develop Advanced Premium Steel with "high technical
content, high profitability, and high industrial benefit" and increase their proportion of
sales. Constant efforts are made to evaluate and upgrade the capabilities of equipment
and process, in an attempt to construct intelligent steel plants and implement intelligent
production and sales. In addition, alongside self-improvement, the Company commits to
integrating industry, government, and academic resources for R&D innovation and
promoting the upgrade of the steel-using industry.

Development of green energy industry

The Company will continue to push forward various initiatives about energy saving and
emission reduction and build a district energy integration system to mitigate coal phase
out and carbon reduction pressure. Investments will be made in core technologies of
green energy and circular economy, and green industries and its steel usage including the
solar photovoltaic, underwater foundation of offshore wind farms and electric vehicles
are to be further developed, in an attempt to follow the international trend of sustainable
development.

The Company, since its establishment, has attached great importance to energy saving

and environmental protection, introducing the best technology and actively investing in

environmental protection facilities to achieve carbon reduction. From 2011 to 2020, the

Company invested approximately NT$11.4 billion in total and completed 1,163 carbon

reduction projects, reducing a total of approximately 1.35 million tonnes of CO; equivalent

per year.

In recent years, CSC has actively promoted air pollution improvement projects such as

constructing new enclosed building in coal storage yard, optimizing coke oven, installing
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coke dry quenching facility, renewing equipments for No.1 Power House, etc. In order to
better address the issue of "carbon reduction," in February 2021, the Company set up a "Task
Force on Energy Saving & Carbon Reduction and Carbon Neutrality" that is committed to
working on energy efficiency improvement, hydrogen ironmaking, CCUS (Carbon capture,
use and storage) technology, and low-carbon energy technology. According to the
development course of carbon reduction technology, the Company will evaluate various
technologies and introduce them into production, with the goal of achieving carbon neutrality
in 2050.

Besides, faced with extreme weather, water shortage and ESG issues, CSC Group has
introduced the use of reclaimed water and developed seawater desalination technologies in
advance. Beyond that, the Group takes the lead to invest in the green energy industry to
strengthen the Group's groundwork for sustainability and create greater value for the steel
industry chain. These efforts make CSC able to win in the future and contribute to the
sustainable development of Taiwan's industries, economy, and society. We look forward to

advancing toward the next brilliant 50 years hand in hand with all shareholders.

Chao-Tung Wong ado-
Chairman

Shyi-Chin Wang dﬁﬁ' am w #

President

0110



Chapter II. Company Profile

China Steel Corporation (CSC), located in Kaohsiung City, was founded in
December 1971. With annual crude steel production of 10 million metric tonnes, CSC’s
main products include plates, bars, wire rods, hot and cold rolled coils,
electrogalvanized coils, electrical steel coils, and hot-dip galvanized coils. The
domestic market takes roughly 66% of CSC’s production and the exports take the
remaining 34%. CSC is the largest steel company in Taiwan with market share of more
than 50% and export products mainly to Japan, Mainland China (including Hong Kong)

and Southeast Asia.

CSC is very active in innovation and has strong capability to put the innovations
into practice. The Company’s vision is “We aspire to be a trustworthy steel company of
global distinction that pursues growth, environmental protection, energy saving and
value-innovation.” CSC actively puts into practice its corporate value of “teamwork,
entrepreneurial approach, down-to-earthness and pursuit of innovation”, as well as its
operational beliefs of “promotion of social well-being, result orientation,
implementation of teamwork, and emphasis on employees’ self-realization.” CSC
keeps deepening the roots for its core business in steel, and is devoted to integrate the
related downstream industries to foster healthy development and international

competitiveness of Taiwan's steel related industry.

CSC was awarded the “National Quality Award” from the Executive Yuan
(Cabinet) in 1991; the “Distinguished Innovation Accomplishment Award” from the
Ministry of Economic Affairs in 2009; the only award of “Leading Company of
Maintenance and Reliability KPIs Survey Project, 2013” from the World Steel
Association; the World Steel Industry Leader by Dow Jones Sustainability Index (DJSI)
in 2013; the inclusion in the FTSE4Good Index by FTSE Russell in 2017; the Gold
Class Sustainability leaders in the steel industry by RebocoSAM in 2014 and 2018. In
addition, CSC was also awarded by the British Standards Institution the “Leader in
Sustainability Award” in 2018 and 2019; the “Outstanding Corporate Group in
Sustainability Resilience Award” in 2020. These achievements signifying that CSC’s
accomplishments in R&D, innovation, production, maintenance, and sustainable
development have long been acknowledged by the domestic and oversea industries and

the public.
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In order to enhance its operational synergy, CSC has diversified its businesses.
Presently CSC and its 28 subsidiaries constitute the “CSC Group” in five business
areas: steel, engineering, industrial materials, trading & logistics, and services &
investments. The CSC Group, positioning its status toward “A group, which deems
environmental protection and energy saving important, bases its headquarters in
Taiwan, centers its development in Asia, and focuses on the business scope of steels
and materials, engineering and services, and minerals and resources.” is proactively
making efforts to become a resource-saving and eco-friendly steel group of global

distinction.

On January 16, 2020, CSC announced to position itself as a steel mill that
produces premium products with high value and devote itself to the development of the
green energy industry as the operational and developmental cores in enhancing its
competitiveness for the next 50 years; The Company has been striving to promote
various strategies and action plans starting from 2021. Besides, the Company also
actively addresses carbon reduction issues by setting up a “Task Force on Energy
Saving & Carbon Reduction and Carbon Neutrality” in February 2021. The Task Force
will dedicate to implement and develope various energy saving and carbon reduction
technologies aiming at carbon neutrality by 2050. By deepening environmental, social
and corporate governance (ESG) practices, the Company would like to contribute to

the sustainable development of Taiwan’s industries, economy and society.
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Company History
December 3, 1971

September 16, 1972
September 1, 1974
December 26, 1974
September 15, 1975
July 1, 1977
December 16, 1977

July 1, 1978
June 30, 1982

July 1, 1984
April 30, 1988

July 15, 1993
April 12, 1995
May 31, 1997
June 2, 1998

April 15, 2006

November 22, 2006
October 6, 2008
June 30, 2010

March 5, 2013

October 22, 2013
December 20, 2017

December 31, 2018

January 16, 2020

China Steel Corporation was officially registered, with head office
located in Taipei.

Kaohsiung Plant Site Office was established.

Phase I expansion project commenced.

CSC stock was listed on Taiwan Stock Exchange.

Head office relocated to Kaohsiung. Plant Site Office closed.

CSC became a state enterprise.

Phase I expansion project was completed, with capacity of 1.5Mt per
year.

Phase II expansion project commenced.

Phase II expansion project was completed. Capacity reached 3.25Mt
per year.

Phase III expansion project commenced.

Phase III expansion project was completed. Capacity reached 5.652Mt
per year.

Phase IV expansion project commenced.

CSC was privatized.

Phase IV expansion project was completed. Capacity reached 8.054Mt
per year.

CSC Group’s identity system was formally introduced to the public.
Annual production capacity was officially increased to 9.86Mt owing
to success in equipment renovations and improvements carried out
over the years.

Groundbreaking for the China Steel Building took place.

Dragon Steel Corporation became a wholly owned subsidiary of CSC.
DSC’s Stage II phase 1 expansion project was completed. CSC
Group’s capacity reached 13.36Mt per year.

DSC’s stage Il phase 2 expansion project was completed. CSC Group’s
capacity reached 15.86 Mt per year.

China Steel Building was inaugurated.

The Board of Directors approved the initiation of the revamping plan
of coke ovens (Phase I and II).

CSC Group's operating revenues in 2018 sets the record of exceeding
NT$400 billion.

CSC positions itself as a steel mill that produces premium products
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February 21, 2020

July 1, 2020

November 11, 2020

with high value and devotes itself to the development of the green
energy industry as the operational and developmental cores in
enhancing its competitiveness for the next 50 years.

CSC sets a new milestone in its pricing system by offering monthly
and quarterly prices simultaneously for the first time.

To promote the utilization of BOF Slag, CSC and TIPC jointly submit
the Environmental Impact Difference Analysis Report for utilizing
BOF Slag as an alternative land reclamation material in Taipei Port,
approved by the Environmental Impact Assessment and Review
Committee of Taiwan EPA.

The first truck of BOF aggregate is successfully utilized as land
reclamation material in Taipei Port, which marks a new milestone in

BOF aggregate application.
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Rolling Mills and Utilities
Engineering Department
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Steelmaking Engineering
Denartment

Engineering Management
Department




(I) Functions of Major Divisions

1.

The Production Division is responsible for the planning, execution and
supervision of in-plant transportation, steel products manufacturing, utilities,
automation engineering, equipment maintenance, production planning, industrial
safety & hygiene, and environmental protection.

The Commercial Division is responsible for the planning, execution and
supervision of purchasing, marketing and transportation.

The Technology Division is responsible for the planning, execution and
supervision of research and development, quality control, metallurgical
technology, green energy and system integration technology, and intellectual
property and testing technology.

The Finance Division is responsible for the planning, execution and supervision
of finance, accounting, information system and cost.

The Administration Division is responsible for the planning, execution and
supervision of human resources, general affairs (including guard and fire
brigade), public affairs and Taipei liaison business.

The Corporate Planning Division is responsible for the planning, execution and
supervision of secretariat, industrial engineering, corporate strategy and legal
affairs.

The Engineering Division is responsible for the planning, execution and
supervision of the Company's major engineering projects, and handling

contracting of external projects.
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Table 1: Major shareholders of institutional shareholders
As of March 31, 2021

Name of Institutional
Shareholder

Major Shareholders of Institutional Shareholder

Ever Wealthy International

China Steel Chemical Corporation 100%

Corporation
Chiun Yu Investment Eminence Investment Corporation 25%; China Steel Structure Co., Ltd.
Corporation 35%; China Ecotek Corporation 40%

Hung Kao Investment

Chung Hung Steel Corporation 100%

Corporation
Gau Ruei Investment Eminence Investment Corporation 25%; China Steel Chemical Corporation
Corporation 40%; CHC Resources Corporation 35%

Table 2: Major shareholders of the entities from Table 1 that are institutions

As of March 31, 2021

ligsirimitomel Major Shareholders of Institutional Shareholders
Shareholders
China Steel Corporation 29.04%; Fubon Life Insurance Co., Ltd. 5.93%; International
China Steel CSRC Investment Hgldiggs Co., Ltd. 4.96%; Ever Wealthy International Comoration
Chemical 2..01.%; Matthews Asia Dlyldend Fund under the custody of HSBC Bank (Taiwan)
Corporation Limited 1.62%; Cathay Life Insurance Co., Ltd. 1.47%; C.C.T. Investment Co., Ltd.
1.46%; Xin Yang Investment Co. Ltd. 1.22%; Nanshan Life Insurance Co., Ltd. 1.12%;
Chin Hung Investment Co., Ltd. 1.06%
Eminence
Investment Gains Investment Corporation 100%
Corporation
China Steel Corporation 33.24%; IHI Corporation 5.53%; Berlin Co., Ltd. 4.85%; United
Steel Engineering & Construction Corporation 3.40%; Employee’s Stock Ownership
Trust of China Steel Structure Co., Ltd. under the custody of Mega International
China Steel Commercial Bank Co., Ltd. 2.62%; Yung Chi Paint & Varnish MFG Co., Ltd. 2.50%;

Structure Co., Ltd.

Great Grandeul Steel Co., Ltd. 1.95%; Dragon Steel Corporation 1.75%; C. Hao
Corporation 1.08%; Employee Welfare Committee's Stock Ownership Trust of China
Steel Structure Co., Ltd. under the custody of Mega International Commercial Bank Co.,
Ltd. 0.73%

China Ecotek
Corporation

China Steel Corporation 44.76%; Hua Eng Wire & Cable Co., Ltd. 9.57%; Chun Yu
Works & Co., Ltd. 3.50%; Great Grandeul Steel Co., Ltd. 3.17%; Chin Ho Fa Steel &
Iron Co., Ltd. 2.92%; Trust Asset Fund of China Ecotek Corporation under the custody
of Mega International Commercial Bank Co., Ltd. 2.48%;Bai Chien Investment Co., Ltd.
2.43%; Chun Yuan Steel Industry Co., Ltd. 2.42%; Taiwan Sugar Corporation 2.33%;

C. Hao Corporation 1.33%

Chung Hung Steel
Corporation

China Steel Corporation 40.59%; Cathay Life Insurance Co., Ltd. 1.80%; Employee’s
Stock Trust of Chung Hung Steel Corporation under the custody of Mega International
Commercial Bank Co., Ltd. 1.00%; iShares Core MSCI Emerging Markets ETF under
the custody of Standard Chartered Bank 0.65%; Taiwan Life Insurance Co., Ltd. 0.63%;
DFA Emerging Markets Value Portfolio under the custody of Citibank (Taiwan) Limited
0.56%; DFA Emerging Markets Core Equity Portfolio under the custody of Citibank
(Taiwan) Limited 0.46%; Hong Bang Investment Co., Ltd. 0.35%; DFA Investment Trust
Company - Emerging Markets Small Cap Series under the custody of Citibank (Taiwan)
Limited 0.35%; JPMorgan Chase Investment Fund under the custody of JPMorgan Chase
Bank N.A. Taipei Branch 0.27%

CHC Resources
Corporation

China Steel Corporation 19.83%; Taiwan Cement Corporation 12.15%; China Steel
Structure Co., Ltd. 9.33%; Asia Cement Corporation 9.17%; Universal Cement
Corporation 6.85%; China Steel Chemical Corporation 6.04%; Southeast Cement
Corporation 5.26%; Der Ching Investment Corporation 1.94%; Employee’s Stock Trust
of CHC Resources Corporation under the custody of Mega International Commercial
Bank Co., Ltd. 1.91%; Chia Hsin Cement Corporation 1.72%

Note: The data of Table 1 & Table 2 has been updated to the latest book closure date.
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(IIT) Employee Remuneration Distributed to Managerial Personnel and Distribution Situation

As of December 31, 2020
Unit: NT$ thousands

Total Amount as A
Total Percentage of
Net Income (%)

Amount |Amount of

Title Name of Stock | Cash

President Shyi-Chin Wang

Executive Vice

President Chien-Chih Hwang

Managerial
Personnel

Chiu-Po Chang
Min-Hsiung Liu
Yueh-Kun Yang
Pai-Chien Huang

Song-Jau Tsai

Yie-Shing Hwang

Hsin-Chin Kuo 0 1,102 1,102 0.124

Chung-Te Chen
Chih-Tai Charng

Wen-Ge Lo

Vice President

General Manager,
Finance Department

Shih-Hsin Chen

General Manager,
Accounting Department

Kai-Ching Huang

Directors

President of

Labor Union Chun-Sheng Chen

(IV) Analysis on proportion of compensation paid to Directors, President and Vice Presidents of
the Company to net income in the most recent two years; description of policies, standards
and portfolios of compensation payments; procedures for determining compensation and
correlation of such compensation with business performance and future risks:

1.

In 2020, total compensation paid to Directors, President and Vice Presidents of the
Company accounted for 6.31% of the Company's net income. In 2019, total
compensation paid to Directors, President and Vice Presidents of the Company
constituted 0.82% of the Company's net income. Independent Directors of the Company
only receive fixed compensation and are not entitled to the distribution of remuneration
for Directors. The policies and standards for compensations paid by the Company to
Directors, President and Vice Presidents are clearly stated in Paragraph 1, Article 6 of
the Company's Articles of Incorporation, which stipulates that "If there is profit in any
given fiscal year, the Company shall set aside no less than 0.1% as the remuneration in
stock or cash for employees, and no more than 0.15% as the remuneration for
Directors...." With regard to employee remuneration for Presidents and Vice Presidents,
the Board of Directors has approved that 1.5% of the total amount of employee
remuneration shall be distributed to them. Travel expenses for Directors are determined
referring to the standards set by industry peers. In addition, incentives for President and
Vice Presidents are distributed according to a certain proportion of the Company's profit
in the previous year.

The Company has formulated Rules Governing the Performance Evaluation of the
Board of Directors and Performance Appraisal Rules applicable to managements and
employees as the reference and basis for determining reasonable compensation
allocation, which is also linked to the Company's operating performance. The evaluation
criterias used to measure the Board’s performance includes level of participation in
business operation and the supervision and assessment of risk management and controls.
As for managements’ performance, the appraisal items include financial indicators (e.g.
sales volume of steel products, order of steel products, amount of cost saving, etc.) and
non-financial indicators (e.g. number of major occupational accidents, process
improvements, and project completion, etc.). Compensation paid to Directors and the
remuneration for employees and incentive bonus paid to managements are determined
according to outcomes of performance evaluation.
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IV. Implementation of Corporate Governance

(I) Operation of the Board of Directors

1. In 2020, the 17th Board of Directors convened a total of 6 meetings. Attendance of Directors is listed
as follows:
(January 1, 2020 to December 31, 2020)
. Percentage of
Title Name Attendance e Attendance in Remarks
in Person | by Proxy | Attendance
Person (%)
Representative of Chao-Tun
Chairman |Ministry of Economic Won & 6 0 6 100.0% None
Affairs &
Representative of
Director  |Ministry of Economic We{ﬂl;i?eng 6 3 6 50.0% None
Affairs £
F Sh Ming-Jong Liou
Ong\;v eng 5 0 5 100.0% was appointed to
Representative of u replace Fong-
Director  |Ministry of Economic Sheng Wu as
Affairs Ming-Jong representative on
Liou 0 ! 1 0.0% November 20,
2020
Representative of Ever R
Director |Wealthy International Sh&;ghm 5 1 6 83.3% None
Corporation &
Representative of Chiun . .
Director | Yu Investment Chien-Chih 6 0 6 100.0%
. Hwang None
Corporation
Representative of Hung
Director  |Kao Investment C\}; ng-l 6 0 6 100.0% None
. eng
Corporation
Representative of Gau
Director  |Ruei Investment Yu;z{h-Kun 6 0 6 100.0% None
: ang
Corporation
Representative of Labor
. Union of China Steel Chun-Sheng o
Director Corporation, Kaohsiung Chen 6 0 6 100.0% None
City
Independent |q, o 1e-Bin Chang 6 0 6 100.0% None
Director
Independent | .. 11<iung Hon 6 0 6 100.0% None
Director
Indgp cndent Lan-Feng Kao 6 0 6 100.0% None
Director

Other matters to be noted:

1.

If any of the following applies to the operation of Board of Directors, the date and session of Board Meetings, the

content of proposals, Independent Directors' opinions, and the Company's actions in response to Independent

Directors' opinions shall be stated:

(1) Items listed in Article 14-3 of the Securities and Exchange Act: Please refer to section 1. (1) of "Other matters
to be noted" in the "Operation of Audit Committee" on Page 34-37 of this annual report.

(2) In addition to the preceding matter, other resolutions of Board Meetings on which Independent Directors have
dissenting opinions or qualified opinions, and that are documented or issued through written statements: None.

Recusal of Directors due to conflict of interests (the name of the Directors, the content of proposals, reasons for
recusal, and participation in voting shall be stated):

All the Directors of the Company follow the regulation of Paragraph 1, Article 20 of the China Steel Corporation
Rules of Procedure for Board of Directors Meetings, which stipulates that "With regard to Board Meeting proposals,
a Director shall explain, to the Board of Directors, the important content of interests if he/she, the corporate he/she
represents or the following persons and enterprises have conflict of interests in such proposals. If there are concerns
that such conflict of interests may impair the interests of the Company, the Director shall not take part in discussion
and voting, nor exercise voting rights on behalf of other Directors, and shall recuse him/herself from discussion
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and voting: 1. The Director's spouse, parents, children or other relatives within the third degree of relationship; 2.

Enterprises in which the persons in the preceding subparagraph who directly or indirectly enjoy significant

financial interests. 3. Enterprises in which the person him/herself serves as Chairman, Executive Director or Senior

Executive. However, the above does not apply to enterprises which are affiliates of the Company."

(1) The 6th meeting of the 17th Board of Directors on March 23, 2020: Directors Shyi-Chin Wang, Chien-Chih
Hwang, and Yueh-Kun Yang recused themselves according to applicable laws during the proposal regarding
the 2019 Year-End Performance Evaluation of President, Executive Vice President, and Vice Presidents (From
January to December).

(2) The 9th meeting of the 17th Board of Directors on August 3, 2020: Directors Shyi-Chin Wang, Chien-Chih
Hwang, and Yueh-Kun Yang recused themselves according to applicable laws during the proposal regarding
the 2020 Mid-Year Performance Evaluation of President, Executive Vice President, and Vice Presidents (From
January to June).

(3) The 10th meeting of the 17th Board of Directors on November 6, 2020: Directors Shyi-Chin Wang, Chien-
Chih Hwang, and Yueh-Kun Yang recused themselves according to applicable laws during the proposal
regarding the salary and benefit adjustment for appointed managements.

3. TWSE/TPEx listed companies shall disclose the information of self-evaluation (or peer evaluation) of the Board
of Directors, such as evaluation cycle, period, scope, method and contents:

) Evaluation | Evaluation | Evaluation )
Evaluation Cycle . Evaluation Content
Period Scope Method

(1) The measurement items for the performance
evaluation of the Board of Directors include
the following five aspects:

A. Involvement in the Company's
operations

B. Improvement in the quality of decision-
making of the Board of Directors

C.  Composition and structure of the Board

of Directors

Board of D.  Election and continuing education of
Directors,

The Company conducts Directors

- ternal uati Board
an internal evaluation
T 2019.11.12 [Members, E.~ Internal Control

on a yearly basis and _ and Internal Self- | (2)  The measurement items for the performance

conduc'.cs an  external 2020.12.31 | Functional Evaluation evaluation of the Board Members include the

evaluation at least every Committees following six aspects:

three years. of the Board A.  Alignment of the Company’s goals and
of Directors fissions

B.  Awareness of the duties of the Director

C. Involvement in the Company's
operations

D. Management of internal relations and
communication

E.  Professionalism and continuing
education of Directors

F.  Internal Control
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Evaluation

Evaluation Cycle .
Period

Evaluation

Scope

Evaluation
Method

Evaluation Content

(3) The measurement items for the performance

evaluation of the Functional Committees include

the following five aspects:

A.
B.

E.

Involvement in the Company's operations
Awareness of the duties of the functional
committees

Improvement in the quality of decision-
making of the functional committees
Composition of the functional committees,
and election of its members

Internal Control

4. Measures for strengthening the functions of Board of Directors in the current year and the most recent year,

and relevant implementation assessment

(1) To continuously enhance Directors’ understanding of the development trend of corporate governance and
corporate sustainability issues, the Company regularly arranges environmental, social, and corporate
governance related sustainability courses for Directors and managements of CSC Group every year. The
courses conducted in 2020 covered the topic of TCFD (Task Force on Climate-related Financial
Disclosures), in order to be in line with the global trend.

(2) To enhance stable operation of the Company and establish a sound supervision mechanism, the Board of
Directors approved the formulation of the "Risk Management Policies and Procedures" in 2020 as the
highest guiding principle for risk management.

(3) The Company discloses the important resolutions of the Board Meetings on the corporate website, and
maintains directors and officers (D&O) liability insurance for Directors.

0330




(IT) Operation of the Audit Committee
The Company established the Audit Committee on June 23, 2016. In 2020, the Audit
Committee of the Board of Directors convened a total of 7 meetings. Attendance of
Independent Directors is listed as follows:
(2020.01.01~2020.12.31)

. Percentage of
Title Name Att%iigg;e n Abtteg(ri(z)l)r(lce Attendance in| Remarks
y Y Person (%)

Independent | gp,y\c-Bin Chang 7 0 100% None
irector

Independent | iy Hsiung Hon 7 0 100% None
irector

In](:i)qpendent Lan-Feng Kao 7 0 100% None
rector

Annual focus of the Audit Committee:

1. Recommend that the Company reflect on the reasons behind its poor operations in
recent years; whether it has heeded relevant warnings, other than the impact from the
rise of China, the US-China trade war, and the COVID-19 pandemic; and the strategy
recommendations for the future.

2.  Recommend that the Company, while investing large-scale projects, should focus on
enhancing the Company's own technological capabilities, making investment costs
reasonable, realizing localized production, and integrating intelligent design.

3. Pay attention to the competitiveness of China Steel Corporation India Pvt. Ltd. and

its COVID-19 response measures.

Recommend that the Company should consider, predict, and study ways to respond

to the COVID-19 pandemic and improve the financial health of the Group.

Other matters to be noted:

1. If any of the following applies to the operation of Audit Committee, the date and
session of Board Meetings, the content of proposals, resolutions of the Audit
Committee, and the Company's actions in response to opinions from the Audit
Committee shall be specified.

(1) Ttems listed in Article 14-5 of the Securities and Exchange Act:

4.

Date and

. Resolution of the Resolution of the Audit
Session of Proposal . .
. Board of Directors Committee
Board Meeting
2020.03.23 Discussion Item 1: The Company's 2019 |Unanimously The 4th meeting of the Audit
The 6th meeting|Business Report and Financial Statements |approved by all the |Committee of the 17th Board of]
of the 17th Directors present. Directors on March 20, 2020:
Board of| Passed and unanimously
Directors approved by all the committee

members present.

Discussion Item 2: Proposal for
Distribution of 2019 Profits

Unanimously
approved by all the
Directors present.

The 4th meeting of the Audit
Committee of the 17th Board of]
Directors on March 20, 2020:
Passed and unanimously
approved by all the committee
members present.

Discussion Item 5: Amendments to the
Company's "Procedures for Loaning of
Funds"

Unanimously
approved by all the
Directors present.

The 4th meeting of the Audit
Committee of the 17th Board of]
Directors on March 20, 2020:
Passed and unanimously
approved by all the committee
members present.
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Date and

. Resolution of the Resolution of the Audit
Session of Proposal . .
. Board of Directors Committee
Board Meeting
Discussion Item 7: Proposal to release the |Unanimously The 4th meeting of the Audit
prohibition on Director, Shyi-Chin Wang, (approved by all the |Committee of the 17th Board of]
from concurrently holding a position at  |Directors present. Directors on March 20, 2020:
China Ecotek Corporation to protect the Passed and unanimously
investment rights of the Company approved by all the committee
members present.
Discussion Item 8: Proposal to release the |Unanimously The 4th meeting of the Audit
prohibition on Director, Chien-Chih approved by all the |Committee of the 17th Board of]
Hwang, from concurrently holding Directors present. Directors on March 20, 2020:
positions at China Steel Structure Co., Passed and unanimously
Ltd., CSBC Corporation, Taiwan, approved by all the committee
Formosa Ha Tinh (Cayman) Limited, and members present.
Formosa Ha Tinh Steel Corporation to
protect the investment rights of the
Company
Discussion Item 9: Proposal to provide ~ |Unanimously The 4th meeting of the Audit
loans totaled NT$2.79 billion to 4 approved by all the |Committee of the 17th Board of]
subsidiaries, including C.S. Aluminium  |Directors present. Directors on March 20, 2020:
Corporation, etc. Passed and unanimously
approved by all the committee
members present.
Discussion Item 11: Proposal to invest Unanimously The 4th meeting of the Audit
NT$9,428.7 million in Stage 4 of the approved by all the |Committee of the 17th Board of]
Replacement of Phase I and II Coke Directors present. Directors on March 20, 2020:
Ovens - "Phase 1 Construction of Coke Passed and unanimously
Ovens and Coke Dry Quenching Facility" approved by all the committee
members present.
Discussion Item 12: Proposal to invest Unanimously The 4th meeting of the Audit
NT$523 million in the Replacement of ~ |approved by all the |Committee of the 17th Board of]
No. 33 Hot Stove of No. 3 Blast Furnace [Directors present. Directors on March 20, 2020:
Passed and unanimously
approved by all the committee
members present.
Discussion Item 13: Proposal to change |Unanimously The 4th meeting of the Audit
the related party transaction amount for  |approved by all the |Committee of the 17th Board of]
the Revamping of the 3rd Campaign of  |Directors present. Directors on March 20, 2020:
No. 2 Blast Furnace from NT$2,584 Passed and unanimously
million to NT$3,393 million approved by all the committee
members present.
Discussion Item 14: The Company's All the 11 Directors |The 4th meeting of the Audit
"2019 Statement on Internal Control present agreed to the |Committee of the 17th Board of]
System" statement without Directors on March 20, 2020:
any dissent. Passed and unanimously
approved by all the committee
members present.
2020.05.04 Discussion Item 1: Proposal to invest Unanimously The 5th meeting of the Audit
The 7th meeting[NT$5,909 million in the "Phase 1 approved by all the |Committee of the 17th Board of]
of the 17th{Replacement of Boiler Turbine Generators|Directors present. Directors on April 30, 2020:
Board of{for No. 1 Power House (BTG-9/10 Passed and unanimously
Directors Construction Project)" approved by all the committee

members present.

Discussion Item 2: Proposal to provide
loans totaling NT$5.65 billion to 10
subsidiaries

Unanimously
approved by all the
Directors present.

The 5th meeting of the Audit
Committee of the 17th Board of]
Directors on April 30, 2020:
Passed and unanimously
approved by all the committee
members present.

Discussion Item 3: Amendments to the
Company's Procedures for Acquisition or

Unanimously
approved by all the

The 5th meeting of the Audit
Committee of the 17th Board of]
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Date and

. Resolution of the Resolution of the Audit
Session of Proposal . .
. Board of Directors Committee
Board Meeting
Disposal of Assets Directors present. Directors on April 30, 2020:
Passed and unanimously
approved by all the committee
members present.
Discussion Item 4: Proposal to release the |Unanimously The 5th meeting of the Audit
prohibition on Chairman, Chao-Tung approved by all the |Committee of the 17th Board of]
Wong, from concurrently holding a Directors present. Directors on April 30, 2020:
position at Taiwan High Speed Rail Passed and unanimously
Corporation to protect the investment approved by all the committee
rights of the Company members present.
2020.06.19 Discussion Item 1: Capital injection Unanimously The 6th meeting of the Audit
The 8th meeting|totaled NT$680 million to China Steel approved by all the [Committee of the 17th Board of]
of the 17th|Power Holding Corporation for Directors present. Directors on June 17, 2020:
Board of|replenishing working capital Passed and unanimously
Directors approved by all the committee
members present.
2020.08.03 Report Item 1: The Company's 2020 2nd |Acknowledged by all |The 7th meeting of the Audit
The 9th meeting|quarter Financial Statements the Directors present. [Committee of the 17th Board of]
of the 17th Directors on July 31, 2020:
Board of] Passed and unanimously
Directors approved by all the committee
members present.
Discussion Item 1: Proposal to invest Unanimously The 7th meeting of the Audit
NT$1,984 million in Stage 5 of the approved by all the |Committee of the 17th Board of]
Replacement of Phase I and IT Coke Directors present. Directors on July 31, 2020:
Ovens - "Construction of Coke Passed and unanimously
Transportation and Handling System," approved by all the committee
with a view to facilitating the members present.
establishment of coke transportation and
handling processes for the production of
new Phase I and II coke ovens
Discussion Item 2: Proposal to invest Unanimously The 7th meeting of the Audit
NTS$311 million in the "Replacement of  |approved by all the |Committee of the 17th Board of]
B4124 Bridge Crane for the Steelmaking |Directors present. Directors on July 31, 2020:
Department" Passed and unanimously
approved by all the committee
members present.
Discussion Item 3: Preliminary works in  |Unanimously The 7th meeting of the Audit
the "Phase I Replacement of Boiler approved by all the |Committee of the 17th Board of]
Turbine Generators for No. 1 Power Directors present. Directors on July 31, 2020:
House": Proposal to subcontract the Passed and unanimously
construction of No. 6 Cooling Tower (CT- approved by all the committee
6) and the installation and procurement of members present.
pipelines out to China Ecotek Corporation
based on the results of price comparison
2020.11.06 Discussion Item 1: Proposal to Unanimously The 8th meeting of the Audit
The 10th|subcontract Stage 4 of the Replacement of |approved by all the [Committee of the 17th Board of]

meeting of the
17th Board of]
Directors

Phase I and II Coke Ovens - "Phase 1
Construction of Coke Ovens and Coke
Dry Quenching Facility" out to China
Steel Machinery Corporation, China
Ecotek Corporation, and United Steel
Engineering & Construction Corporation
upon price negotiation

Directors present.

Directors on November 5,
2020: Passed and unanimously
approved by all the committee
members present.

Discussion Item 3: Proposal to provide
loans totaling NT$5.13 billion to 10
subsidiaries, including C.S. Aluminium
Corporation, etc.

Unanimously
approved by all the
Directors present.

The 8th meeting of the Audit
Committee of the 17th Board of]
Directors on November 5,

2020: Passed and unanimously
approved by all the committee
members present.

0360



Date and

. Resolution of the Resolution of the Audit
Session of Proposal . .
. Board of Directors Committee
Board Meeting
2020.12.28 Discussion Item 3: Proposal to add Unanimously The 9th meeting of the Audit
The 11th|NT$852.4 million to the budget for Stage |approved by all the |Committee of the 17th Board of]

meeting of the
17th Board of]
Directors

2 of the Replacement of Phase I and 11
Coke Ovens - "Phase 1 Construction of
the New Enclosed Building in Coking
Coal Storage Yard for the Raw Material
Handling & Inplant Transportation
Department"

Directors present.

Directors on December 23,
2020: Passed and unanimously
approved by all the committee
members present.

Discussion Item 4: Proposal to invest
NT$3,799.1 million in Stage 3 of the
Replacement of Phase I and II Coke
Ovens - "Phase 2 Construction of the New
Enclosed Building in Coking Coal
Storage Yard for the Raw Material
Handling & Inplant Transportation
Department”

Unanimously
approved by all the
Directors present.

The 9th meeting of the Audit
Committee of the 17th Board of]
Directors on December 23,
2020: Passed and unanimously
approved by all the committee
members present.

Discussion Item 5: Proposal to invest
NT$8,080.3 million in Stage 6 of the
Replacement of Phase I and IT Coke
Ovens - "Phase 2 Construction of Coke
Ovens and Coke Dry Quenching Facility"

Unanimously
approved by all the
Directors present.

The 9th meeting of the Audit
Committee of the 17th Board of]
Directors on December 23,
2020: Passed and unanimously
approved by all the committee
members present.

Discussion Item 6: Capital injection
totaled NT$620 million to China Steel
Power Holding Corporation for
replenishing working capital

Unanimously
approved by all the
Directors present.

The 9th meeting of the Audit
Committee of the 17th Board of]
Directors on December 23,
2020: Passed and unanimously
approved by all the committee
members present.

Discussion Item 7: Proposal to renew the
Company's lease of the land at Subsection
1, Dianzihou Section, Hsiao Kang
District, Kaohsiung City from China Steel
Chemical Corporation after the expiration
of the lease on December 31, 2020

Unanimously
approved by all the
Directors present.

The 10th meeting of the Audit
Committee of the 17th Board of]
Directors on December 28,
2020: Passed and unanimously
approved by all the committee
members present.

The Company's actions in response to opinions from the Audit Committee: The proposals above were first
approved by the majority of the members of the Audit Committee before they were submitted to the Board of

Directors for resolution.

(2) Except for the aforementioned matters, other resolutions which were not
approved by the Audit Committee but resolved by more than two-thirds of all

the Directors: None.

2. Recusal of Independent Directors due to conflict of interests (the name of the
Independent Directors, the content of proposals, reasons for recusal, and
participation in voting shall be stated): None.

3. Communication between Independent Directors, Chief Auditor, and CPAs
(1) Communication between Independent Directors and Chief Auditor:

The Company's Chief Auditor sits in on 4 Audit Committee meetings and 6

Board Meetings each year to report the implementation of internal audit work.

In addition, the Chief Auditor reports the overall audit implementation for the

previous year to Independent Directors at the 1st Audit Committee meeting each

year, and fully communicates with Independent Directors in respect of the audit
content, internal control deficiencies found, and the improvement and follow-up
on anomalies. The Internal Audit Office submits audit reports and follow-up
reports to Independent Directors on a monthly and quarterly basis, and it also
directly communicates with Independent Directors via e-mails, phone calls, or

meetings in person as needed.

Communication between Chief Auditor and Independent Directors in 2020 is

listed as follows:
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Date and Session

Actions in Response to

of Board Meeting Proposal Independent Directors' Opinions Independein‘F Directors'
Opinions

2020.03.23 The 1st Internal Audit|No opinion. Not applicable

The 6th meeting of|Report in 2020

the 17th Board of|The 2019 Statement on|Unanimously approved. Not applicable

Directors Internal Control System

2020.05.04 The 2nd Internal Audit|No opinion. Not applicable

The 7th meeting of]
the 17th Board of]
Directors

Report in 2020

2020.06.19

The 8th meeting of]
the 17th Board of]
Directors

The 3rd Internal Audit
Report in 2020

Recommended that the Presidents of the
audited invested companies review the
results of implementation of the audit
improvement plan in the spirit of the
PDCA cycle for continuous
improvement, and that the Internal Audit
Office should report the results to the
Audit Committee.

The Internal Audit Office and
the Administration Division
should jointly study how to
integrate the
recommendations for
improvement listed in audit

reports into the annual
"President Diagnosis" in the

future.
2020.08.03 The 4th Internal Audit|No opinion. Not applicable
The 9th meeting of|Report in 2020
the 17th Board of|The amendment to the|Unanimously approved. Not applicable
Directors "2020 Audit Plan"
2020.11.06 The 5th Internal Audit|No opinion. Not applicable
The 10th meeting|Report in 2020
of the 17th Board
of Directors
2020.12.28 The 6th Internal Audit|No opinion. Not applicable
The 11th meeting|Report in 2020
of the 17th Board|Review and approval of the|Unanimously approved. Not applicable

of Directors 2021 Audit Plan
Date and Session .
of Audit . o Actions in Response to
. Proposal Independent Directors' Opinions Independent Directors'
Committee ..
. Opinions
Meeting
2020.03.20 2019  Internal  Audit|l. How to determine who should conduct|1. The internal audit unit of a
The 4th meeting of|Implementation Report the audit works of subsidiaries, the| subsidiary is responsible for
the Audit personnel from the subsidiary’s audit| auditing all cycles of]
Committee of the unit or the personnel designated by the| business operations at the
17th  Board off Company? subsidiary in accordance
Directors 2. Does the Company truly protect| with relevant regulations,

whistleblowers?

How does the Company respond to the

succession gap in internal auditors?

4. As various divisions of the Company or
its subsidiaries experience frequent
changes in supervisors currently, is
training provided to newly appointed
supervisors to prevent the recurrence of]
same problem?

3.

. When the Internal Audit

where such audit operation
pertains to internal audit of]
subsidiaries. The Company
regularly designates
personnel to each subsidiary
to carry out business audit in
accordance with the Ilaw,
where such audit operation
pertains to external audit of]
subsidiaries. Both
operations are carried out]
separately.

Office receives a complaint
or whistleblowing case and
carries out investigations,
the overriding principle is to
protect the whistleblower,
where strict measures will be
taken to protect the
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Date and Session
of Board Meeting

Proposal

Independent Directors' Opinions

Actions in Response to
Independent Directors'
Opinions

whistleblower through the
investigation process. No

whistleblower has been
revealed to date.
In order to nurture

personnel’s ability in case
investigation, the Internal
Audit Office has
continuously  strengthened
training for junior personnel
with satisfactory results. In
April 2020, two senior
auditors would return to the
Company from subsidiaries,
which would further
enhance audit operations at|
the Company.

. Due to the presence of a

sound system at the
Company, less audit
deficiencies have been

identified in recent years;
furthermore, the number of]
violations have not|
increased due to frequent|
changes in  supervisors.
However, subsidiaries do
not have a system as strict as
that at the Company; thus,
more  internal  control
deficiencies have been
identified. Starting from
2020, the Internal Audit
Office will extend the audit
period at subsidiaries by one
month. For engineering-
related subsidiaries, the
Internal Audit Office will
send two auditors to carry
out audit work, so as to
increase the depth and
breadth of audit.

The “2019 Statement on
Internal Control System”
of the Company

Unanimously approved.

Not applicable.

(2) Communication between Independent Directors and CPAs:

The CPAs of the Company sit in on regular Audit Committee meetings and

Board Meetings each quarter to communicate and discuss matters related to

financial statements. Based on their professional judgemnet, the CPAs of the
Company may request to communicate through Audit Committee meetings or
one-on-one meetings with independent directors.

Communication between CPAs and Independent Directors in 2020 is listed as

follows:
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Date and Session of

Independent Directors'

Actions in Response to

Board Meeting e Opinions Independent Directors' Opinions
2020.03.23 Discussion and communication on|l. Raised questions and|The  questions raised by
The 6th meeting ofjthe 2019 Consolidated Financial| discussed. Independent  Directors were
the 17th Board of|Statements and Standalone|2. Unanimously answered.

Directors Financial Statements approved the
financial statements.
2020.05.04 Reporting and communication on|Raised questions and|The questions raised by
The 7th meeting of|the 2020 1st quarter Consolidated|discussed. Independent  Directors  were
the 17th Board of|Financial Statements and answered.
Directors Standalone Financial Statements
2020.08.03 Reporting and communication on|No opinion. Not applicable
The 9th meeting of|the 2020 2nd quarter Consolidated
the 17th Board of|Financial Statements and
Directors Standalone Financial Statements
2020.11.06 Reporting and communication on|No opinion. Not applicable

The 10th meeting of]
the 17th Board of]

Directors

the 2020 3rd quarter Consolidated
Financial Statements and
Standalone Financial Statements

Date and Session of

Independent Directors'

Actions in Response to

gt Commfctee Key Pemts Opinions Independent Directors' Opinions
Meeting
2020.03.20 1.Report on communication|1l. Raised questions and[The  questions raised by
The 4th meeting of] between the CPAs and those| discussed Independent Directors were
the Audit| charged with governance 2. Unanimously answered.
Committee of the|2.Discussion and communication on| approved the
17th Board of the 2019 Consolidated Financial| financial statements
Directors Statements and  Standalone
Financial Statements

2020.04.30 Reporting and communication on|Raised questions and |The questions raised by
The 5th meeting of|the 2020 1st quarter Consolidated|discussed Independent  Directors  were
the Audit|Financial Statements and answered.
Committee of the|Standalone Financial Statements
17th  Board  of]
Directors
2020.07.31 Reporting and communication on|Raised questions and [The questions raised by
The 7th meeting of|the 2020 2nd quarter Consolidated|discussed Independent Directors  were
the Audit|Financial Statements and answered.
Committee of the|Standalone Financial Statements
17th  Board  of]
Directors
2020.11.05 Reporting and communication on|Raised questions and |The questions raised by
The 8th meeting of|the 2020 3rd quarter Consolidated|discussed Independent  Directors  were
the Audit|Financial Statements and answered.
Committee of the|Standalone Financial Statements
17th  Board  of]
Directors

Date and Session of Kev Points Independent Directors' Actions in Response to

Other Meeting Y Opinions Independent Directors' Opinions

2020.11.05 Communication of key audit matters|Raised questions and [The Company did not send any|
Communication in the 2020 CPAs' audit report discussed representative to participate in

between CPAs and
those charged with

this meeting as it was a one-on-
one meeting between CPAs and

governance Independent Directors.
2020.11.06 Communication of key audit matters|Raised questions and |[The questions raised by
Communication in the 2020 CPAs' audit report. discussed Independent  Directors  were
between CPAs and answered.

the managements

O
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Article 1

Article 2

Article 3

Article 4

Article 5

Article 6

Article 7

China Steel Corporation Codes of Ethics for Directors
Established on December 20, 2005
Amended on August 3, 2020

Chapter 1 General Provisions

This Code has been especially formulated for Directors to promote honest and ethical conduct and

to establish sound corporate governance.
Chapter 2 Standards of Ethical Conduct

When performing their duties, Directors shall comply with the following basic principles:
I.  Safeguarding the rights and interests of shareholders.

II.  Enhancing the authority of the Board of Directors.

III. Respecting the rights and interests of stakeholders.

IV. Improving information transparency.

While performing their duties, Directors shall have the pursuit of the Company’s overall benefits
as their objective, and must not harm the Company’s rights and interests for the benefit of a
specific individual or specific group. Moreover, when performing their duties they shall treat all

shareholders fairly.

Directors shall exercise the due care of a good administrator, emphasize the principles of integrity
and fairness, maintain a high degree of self-discipline and adhere to the law, the Company's

Articles of Incorporation and the resolutions of the Shareholders' Meeting.

Directors shall faithfully perform their duties for the best interests of all shareholders. In the event

that their own personal interests conflict with the interests of the Company, they shall give priority

to interests of the Company, and shall avoid using their authority to enable the following

personnel or enterprises to receive improper benefits:

I.  The person him/herself, his/her spouse, parents, children or relatives within the third degrees
of relationship

II.  Enterprises in which the persons in the preceding paragraph who directly or indirectly enjoy
significant financial interests.

III. Enterprises in which the person him/herself serves as Chairman, Executive Director or
Senior Executive.
The Company shall pay particular attention to lending of funds, material asset transactions,
purchase (sales) relationships, or the making of guarantees to the persons or enterprises
listed in the preceding paragraph.

To maintain the interests of the Company, Directors shall give priority to providing the Company
any opportunity regarding procurement, supply, cooperation, strategic alliances, mergers and
acquisitions or other business opportunities or profit-making opportunity of which they are aware
due to performance of their duties, and must not take advantage of such opportunities to seek

personal gains for themselves or the third party.

If a Director engages in competition with the Company, he/she shall report to the Shareholders'
Meeting in advance and obtain approval in accordance with Paragraph 1, Article 209 of the

Company Act.
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Article 8 Directors shall assume the obligation to maintain the confidentiality of the Company’s classified
information except when disclosure is authorized or legally required, and must not use the

aforementioned classified information to seek personal gain for themselves or the third party.

Article 9 Directors shall maintain the rights and interests of shareholders, and shall respect the rights and
interests of stakeholders including banks with which the Company has business dealings,

creditors, employees, consumers, suppliers, subsidiaries and communities.

Article 10 Directors shall comply with the laws concerning the prevention of insider trading and other
securities laws concerning equity trading and handling of confidential business information.
Directors who are in possession of material undisclosed information must not engage in trading of

related securities.

Article 11 If any proposal at a Board Meeting involves a Director him/herself or the interested parties set
forth in Articles 5 and 6 where there are concerns about impairing the interests of the Company,
the Director shall immediately and voluntarily recuse him/herself, and take no part in voting, nor
exercise the voting right as proxy for another Director.

Chapter 3 Supplementary Rules

Article 12 Natural persons appointed by juristic person directors to perform their duties shall comply with
this Code.

The provisions of this Code shall apply mutatis mutandis to the juristic person directors

represented.

Article 13 If a Director wishes to be exempted from the applicability of Article 5, he/she shall fully disclose,
to the Board of Directors, the persons or enterprises listed in Article 5 and the interest of each
legal act, and the reasons why this is not detrimental to the Company and it conforms to regular
business practice, and shall seek approval from the Board of Directors. However, if such an
instance falls under the legal acts between a Director and the Company as stipulated in Article 223
of the Company Act, the convener of the Audit Committee shall serve as the representative of the
Company.

If a Director wishes to be exempted from the applicability of Article 6, he/she shall explain, to the
Board of Directors, the specific details of such opportunity and the reasons why there are no
conflicts with or no effects on the interests of the Company, and shall seek approval from the

Board of Directors.

Upon approval by a resolution of the Board of Directors of exemption from applicability as
provided in the preceding two paragraphs, the Company shall immediately disclose information
including the titles and names of the personnel exempted, the date when the exemption is
approved by the Board of Directors, objections or reservations of Independent Directors, the term
of exemption from applicability, the reasons for exemption from applicability, and the standard(s)

for exemption from applicability on the Market Observation Post System.

Article 14 The Company shall disclose the Code it has adopted, as well as any amendments to it, on its
corporate website, in its annual reports and prospectuses and on the Market Observation Post
System.

Article 15 The Code, as well as any amendments to it shall enter into force after it has been adopted by the
Board of Directors and reported to the Shareholders’ Meeting.
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China Steel Corporation Codes of Ethics for First Echelon Supervisors and Executives
Established on December 20, 2005
Amended on March 25, 2019

Chapter 1 General Provisions

Article 1 This Code has been specifically formulated to guide the conduct of first echelon supervisors and
executives at the Company so that it conforms to ethical standards, to prevent illegal conducts,
and to enable the stakeholders of the Company to better understand the Company’s ethical
standards.

Article 2 First echelon supervisors and executives as referred to in this Code include President, Executive
Vice President, Vice Presidents at each division, the Special Assistant to President, Assistant Vice
Presidents, first echelon supervisors and salaried advisors at each unit, Sr. Engineering Experts,

Sr. Administration Experts, Sr. Fellow and Fellows.
Chapter 2 Standards of Ethical Conduct

Article 3 Honest and Ethical Conduct:

First echelon supervisors and executives shall perform their duties with an honest and
non-deceptive attitude and conduct that adheres to professional standards, including the handling

of actual or obvious personal conflicts of interest against their duties in an impartial manner.
Article 4 Prevention of Conflicts of Interest:

First echelon supervisors and executives shall engage in businesses in an objective and efficient

manner, and avoid using the positions they hold at the Company to enable the following personnel

or enterprises to receive improper benefits:

I.  The person him/herself, his/her spouse, parents, children or relatives within the third-degree
of relationship.

II.  Enterprises in which the persons in the preceding paragraph who directly or indirectly enjoy
significant financial interests.

III. Enterprises in which the person him/herself serves as Chairman, Executive Director or
Senior Executive.

The Company shall pay particular attention to lending of funds, material asset transactions,

purchase (sales) relationships, or the making of guarantees to the persons or enterprises listed in

the preceding paragraph.

Article 5 Avoidance of Opportunities for Personal Gain:

When the Company has an opportunity to gain profit, first echelon supervisors and executives

have the responsibility to preserve and increase the legitimate profit that the Company is able to

obtain, and shall avoid the following conduct:

I.  Opportunities for seeking personal gain for themselves or the third party through the use of
the Company’s property or information or by taking advantages of one’s position.

II.  Use of the company’s property or information or taking advantages of one’s position to
obtain personal gain for themselves or the third party.

III. Engaging in competition with the company.

Article 6 Keeping Business Secrets:

First echelon supervisors and executives shall be bound by the obligation to maintain the
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Article 7

Article 8

Article 9

confidentiality of any undisclosed information regarding the Company itself, its suppliers or
customers, except when authorized or legally required. Confidential information includes any
undisclosed information that might be exploited by competitors or could result in damage to the

Company, suppliers or customers once let out.
Engagement in Fair Trade:

The Company is dedicated to market competition based on superior management and high-quality
products and service, and does not achieve results by illegal or unethical methods. First echelon
supervisors and executives shall treat all customers, suppliers, competitors and employees fairly,
and must not obtain improper benefits through manipulation, concealment, or abuse of the
information learned by virtue of their positions, or through misrepresentation of important
matters, or through other unfair trading practices.

Protection and Legitimate Use of Company Assets:

The Company’s assets shall be protected and shall be effectively used only for the Company’s
legal commercial purposes. First echelon supervisors and executives have the responsibility to
safeguard company assets, to ensure that they can be effectively and legally used for business
purposes, and to avoid any theft, negligence in care, or waste of the assets that directly impact the
Company's profitability.

Compliance with Laws and Regulations:

First echelon supervisors and executives shall observe and promote the Securities and Exchange
Act and other laws and regulations which standardize corporate activities, and must not
intentionally violate any laws, engage in conduct to intentionally mislead, manipulate or unfairly
obtain advantages from the Company’s customers or suppliers, or make untrue statements
regarding the Company’s products or services.

Article 10 Compliance with regulations in Prevention of Insider Trading:

First echelon supervisors and executives shall observe laws concerning the prevention of insider
trading and other securities laws concerning equity trading and handling of confidential business
information. First echelon supervisors and executives who are in possession of important
undisclosed information must not engage in trading of related securities. Insider trading is both
illegal and unethical, and the Company will resolutely intervene to deal with such incidents.

Article 11 Encouraging the reporting of any conduct that is illegal or that violates the Code of Ethical

Conduct:

The Company shall raise awareness of ethics internally and encourage employees to report to the
Chief Auditor or other appropriate individual upon suspicion or discovery of any activity in
violation of a law, regulation or the Code of Ethical Conduct. The company shall keep
informants’ identities confidential and ensure their safety at its best to protect them from reprisals
and threat.

Chapter 3 Supplementary Rules

Article 12 Procedures for Exemption from Applicability:

If a first echelon supervisor or executive wishes to be exempted from the applicability of Article
4, he/she shall fully disclose, to the Board of Directors, the persons or enterprises listed in Article
4 and the interest of each legal act, and the reasons why this is not detrimental to the Company
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and it conforms to regular business practice, and shall seek approval from the Board of Directors.
If a first echelon supervisor or executive wishes to be exempted from the applicability of Article
5, he/she shall explain, to the Board of Directors, the specific details of the opportunity
information or competition with the Company, and the reasons why there are no conflicts with or
no effects on the Company’s interests, and shall seek approval from the Board of Directors.

Upon approval by a resolution of the Board of Directors of exemption from applicability as
provided in the preceding two paragraphs, the Company shall immediately disclose information
including the titles and names of the personnel exempted, the date when the exemption is
approved by the Board of Directors, the term of exemption from applicability, the reasons for
exemption from applicability, and the standard(s) for exemption from applicability on the Market
Observation Post System.

Article 13 Disciplinary Measures:

If a first echelon supervisor or executive violates the Code, he/she shall be disciplined directly in
accordance with the rewards and punishments set forth in Part 4, Chapter 2 of the Personnel
Management System, with the exception of serious cases required be reported to the Board of
Directors for deliberation.

If the disciplined personnel in the preceding paragraph considers the Company’s disposition to be
improper and it infringes on his/her legal interests, he/she may submit an appeal through the
administrative system in accordance with the provisions for handling an appeal in Part 7, Chapter
4 of the Personnel Management System, to seek remedy.

Article 14 The Standards of Ethical Conduct which first echelon supervisors and executives shall observe

includes the provisions of the Code and other relevant regulations of the Company.

Article 15 The Company shall disclose the Code it has adopted, as well as any amendments to it, in its

annual reports and prospectuses and on the Market Observation Post System.

Article 16 The Code, as well as any amendments to it shall enter into force after it has been adopted by the
Board of Directors and submitted to the Shareholders’ Meeting.
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(IV) Remuneration Committee
The Company approved the formulation of the Organization Regulations for Remuneration
Committee in the 8th meeting of the 14th Board of Directors held on August 23, 2011 in
accordance with Paragraph 1, Article 14-6 of the Securities and Exchange Act and the

Regulations Governing the Appointment and Exercise of Powers by the Remuneration
Committee of a Company Whose Stock is Listed on the Stock Exchange or Traded Over the
Counter.

The Remuneration Committee is mainly responsible for formulating performance evaluation
policies for Directors and Management Team, reviewing the performance of each personnel,
as well as formulating and regularly assessing the remuneration of Directors and Management

Team and the structure and system of remuneration.

1. Information on Remuneration Committee
Criteria| Meet the Following Professional Number of |Remarks
Qualification Requirements, Together | Independence Criteria | Other Public
with at Least Five Years Work (Note) Companies in
Experience Which the
An AlJudge, [Have Work|1[2[3[4[5|6[7[8[9[10| Member
Instructor Public Experience Concurrently
or Higher | Prosecutor, in the Serves as a
Position in | Attorney, | Areas of Remuneration
a Certified |Commerce, Committee
Department|  Public Law, Member
of Accountant | Finance,
Commerce, | or Other |Accounting
Law, Professional or
Finance, | or Technical | Otherwise
Title Accounting,| Specialists | Necessary

or Other Who Has for the
Academic Passed a |Business of]

Department| National the
Related to [Examinations| Company
the and Been

Business | Awarded a
Needs of | Certificate in

the a Profession
Company in|Necessary for
Name a Public or | the Business
Private of the
Junior Company
College,
College or
University
Inde.pendent Shyue-Bin Yes No Yes AAAAAAAAAAS 1 None
Director Chang
Independent| V™
P Hsiung Yes No No VIVIVIVIVIVIVIVIVIY | None
Director
Hon
Independent| Lan-Feng Yes No Yes AAAAAAAAAAS 0 None

Director Kao

Note: Please tick the corresponding boxes that apply to a member during the two years before being elected or during

the term of office.

2)
3)
(4)

)

Not an employee of the Company or any of its affiliates.

Not a director or supervisor of the Company or any of its affiliates. Not applicable in cases where the person

concurrently serves as the independent director, which is appointed to hold the position concurrently in

accordance with the Securities and Exchange Act or with the EIWS of the country of the parent company or

subsidiary, of the Company and its parent company, subsidiaries, or any company that shares the same

parent company with it.

Not a shareholder who holds shares, together with those held by the person’s spouse, minor. children, or

held by the person under others’ names, in an aggregate amount of 1% or more of total shares issued by the

Company or ranks as one of its top ten natural-person shareholders.

Not a spouse, relative within the second degree of relationship, or lineal blood relative within the third

Elze)greed czg )relationship of managerial officers listed in the criterion (1) or individuals listed in the criterion
an .

Not a director, supervisor, or employee of an institutional shareholder that directly holds 5% or more of the

total shares issued by the Company, ranks as one of its top five shareholders or d)t,:signates a representative
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(6)

()

®)

)

as the director or supervisor of the Company pursuant to Paragraph 1 or 2, Article 27 of the Company Act.
Not applicable in cases where the person concurrently serves as the indegendent director, which is appointed
in accordance with the Securities and Exchange Act or with the laws of the country of the parent company
or subsidiary, of the Company and its parent company, subsidiaries, or any company that shares the same
parent company with it.
Not a director, supervisor, or employee of another company whose half of the seats of directors or shares
with voting rights is controlled by the same person as the Company. Not applicable in cases where the
person concurrently serves as the independent director, which is appointed in accordance with the Securities
and Exchange Act or with the laws of the country of the parent company or subsidiary, of the Company and
its parent company, subsidiaries, or any company that shares the same fparent company with it.
Not a director (member of the governin%]board), supervisor (member of the sugerwsory board) or employee
of another company or institution that the Chairman, President or person holds an equivalent position of it
are the same person or the spouse of the person holding the aforementioned positions of the Company. Not
applicable in cases where the person concurrently serves as the independent director, which is appointed in
accordance with the Securities and Exchange Act or with the laws of the country of the parent company or
subsidiary, of the Company and its parent company, subsidiaries, or any company that shares the same
parent company with it.
Not a director &,nember of the governing board), supervisor (member of the supervisory board), managerial
officer, or shareholder holding 5% or more of shares of a specified company or institution that has a financial
or business relationship with the Company. Not applicable in cases wlgere the company or institution holds
more than 20% but no more than 50% of the total shares issued by the Company and where the person
concurrently serves as the independent director, which is appointed in accordance with the Securities and
Exchange Act or with the laws of the country of the Earent company or subsidiary, of the Company and its
Rlarent comfpany, subsidiaries, or any company that shares the same parent companty withit.

ot a professional individual who, or an owner, partner, director (member of the governing board),
supervisor (member of the supervisory board), or managerial officer of a sole proprietorship, partnership,
company, or institution, that provides audit services, or commercial, legal, financial, accounting or related
services from which a cumulative amount of remuneration not exceeding NT$500,000 has been obtained
in the most recent two years, to the Company or to any of its affiliates, or a spouse thereof. Not applicable
in cases where the person is a member of the remuneration committee, the public tender offer review
committee or the special committee for merger/consolidation and acquisition who exercises powers
pursuant to the Securities and Exchange Act and the Business Mergers and Acquisitions Act.

(10) Not been a person of any conditions defined in Article 30 of the Company Act.

2. Operation of Remuneration Committee
(1) The Remuneration Committee of the Company is composed of three members.
(2) Tenure of the current committee members: June 19, 2019 to June 18, 2022. In the
most recent year, the Remuneration Committee convened a total of 3 meetings (A).
The qualification and attendance of members are listed as follows:
. Attendance | Attendance Percel}tage PRI
Title Name e i (1)) oy B in Person (%) Remarks
y rroxy (B/A)
Convener |Shyue-Bin Chang 3 0 100% Scope of Authority: Discuss
nd vote on matters related to
Min-Hsiung Hon 3 0 100% remuneration at the
Committee Company, and submit
Members proposals and
Lan-Feng Kao 3 0 100% recommendations to the
Board of Directors.

Other matters to be noted:

If the Board of Directors does not adopt or amend the recommendations made by the Remuneration
Committee, the date, session, the content of proposals, resolutions of Board Meetings and the Company's
action in response to opinions from the Remuneration Committee shall be specified (if the remuneration
approved by the Board of Directors is better than that recommended by the Remuneration Committee, the
discrepancies and related reasons shall be specified): None.

If any member of the Remuneration Committee has dissenting opinion or qualified opinion on the resolutions
of the Remuneration Committee, where such opinions are documented or issued through written statements,
the date, session, the content of proposals, all the members' opinions of the meeting of the Remuneration
Committee, and the action in response to these opinions shall be specified: None.

L.

II.
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