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About the Report

Zyxel Group has published a CSR report every year since 2011.
The Company's implementation of corporate sustainability has
been disclosed in detail for adherence to the initial goal and
commitment to our first CSR report.

Zyxel Group is dedicated to the fulfillment of corporate
responsibility, boosting customer trust in our good corporate
governance, allowing the employees to be identified with the
Company, and facilitating cooperation with our partners in
creating a multi-win situation. The Report discloses our
commitments and efforts in a detailed manner. We will continue
the fulfillment of corporate responsibility and promise all
stakeholders sustainable development.

Scope of the Report

This report is based on materiality assessment and includes Zyxel
Group and its subsidiaries Zyxel Communications, Zyxel
Networks, and MitraStar in Taiwan. Due to its smaller scale, Black
Cat Information, a subsidiary, is not included. Other overseas
subsidiaries report only financial and human resource
information.

Compared to the previous reporting period, this report includes
environmental-related information from MitraStar's subsidiary,
Wouxi MitraStar Technology.

Content
Report period: January 1~December 31, 2023

Issues of Stakeholders' Concern

This part covers the consideration of the potential impacts of
stakeholders on the Company as well as the identification of
significant issues associated with the operations and actual
achievements in terms of economy, environment and society and
discloses the Company’ s strategies, implementation processes,
and outcomes. The significant issues this year are slightly different
from those in the report for the previous year. Please refer to
Chapter “Communication with Stakeholders” for details.

UN Sustainable Development Goals (SDGs)

Zyxel Group supports the 17 SDGs set by the UN. In 2023, we
focused on 7 SDGs which were adopted as the core and achieved
in a sustainable manner.

Zyxel Group Sustainability Committee” discussed economic,
social and environmental issues concerning the Company’' s
benefits and prioritized the issues discussed according to their
significance for the Company and stakeholders and the
importance of the issues to the management of Zyxel Group to
formulate its CSR strategies in line with our SDGs.

Report Structure

Pursuantto TWSE' s "Rules Governing the Preparation and
Filing of Corporate Social Responsibility Reports by TWSE
Listed Companies” and “Corporate Social Responsibility
Best Practice Principles for TWSE/GTSM Listed Companies” ,
disclosures were made based on the framework of the Global
Reporting Initiative  (GRI) ~ Standards, Sustainability
Accounting Standards Board (SASB) Standards, and Task
Force on Climate-related Financial Disclosures (TCFD). The
disclosure framework reference table is attached as an
appendix to the Report.

GRI Standards

The Report was prepared in accordance with the framework
of the GRI Standards: Core option. Materiality analysis results,
disclosures, and reviews will be described in the following
respective chapters.

SASB Standards

The Company first adopted the disclosure framework of the
SASB Standards in the Report to disclose information on
MitraStar Technology in the “electronic manufacturing
services (EMS) and original design manufacturing (ODM)
industry” and on Zyxel Communications and Zyxel
Networks in the “hardware industry” .

TCFD

The opportunities and risks of the financial impacts of climate
change, as well as the response measures, were evaluated
and disclosed.

Internal Audit

this report has been disclosed only after internal audit.
Department review: Reviewed by the heads of relevant
business departments.

Sustainability Committee: The Sustainability Committee’ s
communications team compiles the information, drafts the
report after discussing with relevant departments

Chief Sustainability Officer: submit for approval.

external verification: verification audit

Board of Directors: submit for approval by the Board of
Directors

Disclosure on the official website

External Verification

Financial Information: The financial figures in this report are
prepared in accordance with International Financial Reporting
Standards (IFRS) as recognized by the Financial Supervisory
Commission. The financial data is audited and confirmed by
KPMG. All figures are reported in New Taiwan Dollars (NTD).
Report Verification: This report has been verified by an
independent third-party verification agency, AFNOR Asia Ltd.
The verification statement is included in Appendix IV of this
report.

Report Publication

The Sustainability Report is published annually by Zyxel Group.
Previous version issued in June, 2023. Current version issued in
Aug, 2024. Next version to be issued in Aug, 2025.

Management System Verification Certificates

« ISO 9001 Quality Management System

« QC 080000 Hazardous Substance Process Management System
« TL 9000 Telecommunications Quality Management System

« ISO 14001 Environmental Management System

« ISO 45001 Occupational Health and Safety Management System
« ISO 14064-1 Greenhouse Gas Inventory Certificate

« ISO 27001 Information Security Management System

Feedback

If you have any questions or suggestions regarding the content or
activities of this report, please feel free to contact us.

ESG Email

Website
csr@zyxelgroup.com

www.zyxelgroup.com

Zyxel Group Sustainability Office

Telephone et

HBB6S T ES042 Park 300, Taiwan

Any revisions to the information in this report will be noted with a
description of the changes at the relevant disclosure sections.

No. 6, Innovation 2nd Rd., Hsinchu Science


file:///C:/Users/UT00073/AppData/Roaming/Microsoft/Word/www.zyxelgroup.com
mailto:csr@zyxelgroup.com
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Message From Our Chairman

As industrialization continues to escalate, the exponential increase in direct and indirect
carbon emissions from human activities has led to intensifying greenhouse effects,
extreme climates, and escalating natural disasters. Our planet and its ecosystem cannot
sustain such patterns without facing impending destruction. To counteract the worsening
climate crisis, global initiatives have been undertaken to reduce carbon emissions and
achieve net-zero emissions by 2050. International trade regulations and carbon tariffs
have also been established to curb emissions across industrial supply chains, including
those involving cross-border trade.

As responsible global citizens, and in alignment with customer and national expectations,
we have a duty to ensure the reduction of carbon emissions in our own production
processes and upstream supply chains. This commitment not only aligns with green
operational resilience but also represents a critical competitive edge for our sustainable
development.

At Zyxel Group, a leading international networking brand, our mission is to build a
sustainable enterprise. Our vision entails creating economic value, fostering
environmental sustainability, and promoting positive social values. To this end, we have
established the Zyxel ESG Committee, guiding our sustainable development policies and
strategies. From top to bottom, our group is dedicated to innovative breakthroughs,
launching carbon reduction initiatives, and providing green product solutions. Our actions
reflect our dedication to addressing the significance and expectations associated with ESG
(Environmental, Social, and Governance) concerns among stakeholders.

We will continue to communicate with colleagues worldwide, urging collaborative efforts
that influence positive change. Together with our customers and suppliers, we co-create
green economic value, shaping a sustainable future.

Zyxel Group unites for sustainable
innovation and impact, partnering
with customers and suppliers to

co-create green economic value
and shape a sustainable future.

Dr. Shun-l Chu,
Chairman of Zyxel Group
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Message From Our CSO

At Zyxel Group, we're more than just talking when it comes to sustainability - we
take action. Our unwavering commitment to sustainable operations sets us apart
from the competition. As global concerns about climate change and net zero
continue to grow, we're proud to be leading the way in developing eco-friendly
and energy-efficient products that minimize our environmental

impacts.

We're also dedicated to strengthening our green supply chain, cultivating top
talent, and giving back to the community. We don't just talk about making a
difference - we actually make it happen. By implementing sustainable concepts
across all aspects of our operations, we're empowered to create a positive impact
on the world. So why not join us? Together, we can work towards achieving the
United Nations Sustainable Development Goals (SDGs) and create a brighter,
more sustainable future for all.

We're committed to

driving positive change

with a proactive approach
toward a more sustainable future.

Join us to make a real difference.

Denise Lin,
CSO of Zyxel Group
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About Zyxel Group

The Zyxel Group Corporation began operations on August 16, 2010 in Shin-chu Taiwan, as it was set up to reorganize from Zyxel
Communications which is founded in 1989 by Dr. Shun-I Chu. Zyxel Group has Zyxel Communications and MitraStar Technology
as its subsidiaries is listed in the Taiwan Stock Exchange (TSE) under ticker number 3704 replacing Zyxel Communications. Zyxel

Group offer complete networking solutions of Telco, SME and digital Home for a wide range of deployment scenarios. q 1
o

Zyxel Communication Corp. develops innovative products under the Zyxel brand for telco, enterprise and home customers, while
MitraStar concentrates on customized hardware/software integration of advanced products and technology for industrial needs.

Zyxel Group emphasizes on customer-oriented product and application design; this core value has been extended into products
and services from every affiliated companies. Despite striving for individual growth, all our companies focus on better competitive
advantage as a whole to contribute to the advancement of communication technology, which in turn fulfills the needs of the
evolving Internet and its demanding users. This not only differentiates us from the rest of the pack, but also fosters higher
momentum of the Group on the market.

Today, Zyxel Group has subsidiaries in America, China, Southeast Asia, Europe and Middle East. and 150 global markets served. As
a responsible corporate citizen, the Zyxel Group operates under highly open and proficient governance to maintain healthy value
growth and their commitment to a green environment. ®

Organizational Development

August, 2010: Zyxel Group Holding Corporation was funded through a share swap with Zyxel Communications. Zyxel
Communications has been a totally held subsidiary of Zyxel Group Holding Corporation from then on.

January, 2011: The Product R&D and Manufacturing Business Unit was separated from Zyxel Communications. Zyxel Group Holding
Corporation established MitraStar Technology, another totally held subsidiary thereof. Zyxel Group Holding
Corporation is the parent company with Zyxel Communications and MitraStar Technology as its main affiliates.

February, 2019: Zyxel Communications segmented its channel business units. Zyxel Group Holding Corporation founded Zyxel
Networks. Since the organizational segmentation and adjustment were carried out, Zyxel Communications has
concentrated on the development of its business in the telecommunication market to offer well-structured
broadband solutions and application services to telecommunications service providers and meet their needs for ’

customization. Zyxel Networks has been devoted to satisfying the needs of small and medium-sized enterprises as
well as domestic users.

June, 2023: The company changed its English name from “Unizyx Corporation” to "Zyxel Group Corporation.”

ZY)XEL ZY)XEL MitraStar

COMMUNICATIONS NETWORKS
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| Global Market

Zyxel Group currently has markets in the Americas, China, Southeast Asia, Europe and the Middle East, serving 150 regional markets around the world.

Zyxel Group annual report

Americas

USA
Argentina
Brazil
Colombia
Ecuador
Peru

South America

Africa

Algeria

Ethiopia

Kenya

Rwanda

South Africa
Sudan

Tanzania

Uganda

More information: 2023

Europe Mid-East
Austria Netherlands Armenia
Belarus Norway Israel
L )
Belgium Poland Middle East
»
Czech Russia Egypt
Denmark Slovakia
Finland Spain
France Sweden Azerbaijan Malaysia
{
Germany Switzerland Bangladesh Pakistan
Hungary Turkey China Philippines
Italy UK Georgia Singapore
Luxembourg Ukraine India Taiwan
Moldova Indonesia Tajikistan Oceania
Japan Thailand Australia
Kazakhstan Uzbekistan = New Zealand
Korea Vietnam
Kyrgyzstan


https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
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| Products & Services

The Zyxel Group offers service providers, businesses and home users with products and services through the Zyxel brand and MitraStar DMS services. In collaboration with
customers, suppliers and all partners, Zyxel Group strives to stay ahead of the digital wave with its advanced, reliable broadband connectivity products and solutions.

To satisfy every demand from consumer devices to remote central office equipment, wired to wireless, home to cloud applications, we at Zyxel Group created a solid foundation
with next-generation network technologies built into every new product for customers to design their own integrated applications. The efforts also allow the Zyxel Group to have
a cross-the-board understanding on the global market and to create a more comprehensive range of solutions that empowers users to enjoy the best contemporary, smart
networking experience.

We share the same values with our customers, and we are eager to satisfy them as well. Backed by our experienced teams, outstanding products and exceptional customer services,
we are confident about every promise with our name on it.

For more details of products and services, please visit the Zyxel Communications, Zyxel Networks, MitraStar Technology websites.

Target Market

Service Provider Business

EMPOWERING SERVICE PROVIDERS TO UNLOCK THE POTENTIAL
OF BROADBAND

EXPERIENCE A TRUE ONE NETWORK LIKE NO OTHER INSPIRE SMART DIGITAL LIFE

Key Products

Zyxel Group takes the new generation of network communication technology as the core, and focuses on the product development and manufacturing of wired and wireless
broadband networks, new generation networks, digital home multimedia and smart life applications, as well as Zyxel brand expansion. The main products and solutions can be
divided into the following areas:

Broadband access equipment Fiber optic equipment Equipment for Businesses Home Network

] Wireless Wireless
Wireless and . . . . . .
mobile Fixed line Optical Central and Fixed line Optical Central and Fixed line Optical
customer Customer network office mobile Customer network office mobile Customer network
premise premise units equipment ST premise units equipment CLEIBIEY premise units
equipment equipment premise equipment premise equipment

equipment equipment


https://www.zyxel.com/global/en
https://www.zyxel.com/global/en
https://www.mitrastar.com/
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Awards & Recognition

S&P Global Ratings sty Mo,

Industry Mover No. 2

in communications equipment industry

Sustainalytics

£ Risk Ruling

ESG risk rating: Low 12.5 L
Ecovadis
Silver eCOVGdIS

Governance Evaluation
Top 6%~ 20% <

TAIWAN

FE S X

Workforce health evaluation

Top 10% in electronics QSM

industry

2024 S&P
Sustainability Yearbook
Top 5%

in communications equipment industry

FTSE Russell
Global communications

Equipment industry Top20%

TCSA Sustainability Report

Gold award for two consecutive
years

Business Weekly Magazine

Carbon Competitiveness
Top 100

Environmental Department

Green Procurement Award

MSCI .
. MSCI i

2023 ESG Ratings ESG RATINGS

A o -

cop Ncop

Climate Ratings ;sagg

B (Management Level)

Taiwan Corporate
Sustainability Awards

Information Security Award

CommonWealth Magazine
corporate carbon reduction assessment

Excellence (Top grade)

Hsinchu City Government

Green Procurement Award
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Sustainable Achievements

Economic Aspect

Business Continuity Management Plan

Complete risk plans and drills for supply chain
disruptions and production interruptions.

Employee Business Ethics

Completion rate of employee business ethics
education and trainings 97.7%
Major business ethics violations: 0

Information Security Management

Major information security incidents: 0
Obtained the ISO 27001 certificate

Customer Relations

Business confidential protection course completion
rate: >97.7%

Customer satisfaction: MitraStar >9.0 Zyxel
Networks >4.3

Supplier Sustainability Management
Hosted 2 supplier conferences (Taiwan and Wuxi)

CSR Commitment Form Completion Rate: MitraStar:
84% / Zyxel Communications/Zyxel Networks 100%

ESG Assessment Survey Completion Rate: MitraStar
63.5% Zyxel Communications/Zyxel Networks 100%

Environmental Aspect

Science Based Targets initiative

Submitted a SBT commitment letter in 2023, put
forward the short-term SBTs in 2025, and to achieve
the net-zero emission commitment in 2050.

Low-carbon Transformation Plan

Received a project grant from the Industrial
Development Administration of the Ministry of
Economic Affairs.

TCFD Report
Released the 2023 TCFD Report

Greenhouse Gas Reduction and Inventory

Conducted Scope 3 greenhouse gas inventory,
achieving a 17.3% carbon reduction in 2023.

Biodiversity Risk Assessment

Using the WWEF Biodiversity Risk Filter to evaluate
global operations and suppliers.

Establish national standard for product
environmental footprint

Developed standards for calculating environmental
information exposure for the Ministry of
Environment.

Women in Technology
Women as Senior Managers:19.4%

Women in STEM positions: 25.7%

Human Resource
Human capital investment return rate: 7.98

Average training hours: 29.5 Hours

Human Rights Due Diligence
Released human rights due diligence questionnaire
Major human rights violations: 0

Human rights-related training courses completion
rate: 97.7%

Zero placement fee

Talent Training, Social Care

Shun-I Chu Scholarship: NT$8.95 million was
awarded to 384 students. Sponsoring 16 events.
Christmas charity activities.

Donation of network equipment for charitable
purposes.
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Special Feature of the Year

Lead the Supply Chain's Low-Carbon Transformation and Upgrade

Zyxel Group's subsidiary MitraStar Technology has received support from the Sustainable Supplier Conference
Ministry of Economic Affairs’ Industrial Development Bureau. This initiative
combines the expertise of industry, government, and academia, working
together with the supply chain on energy-saving technologies, equipment
upgrades, carbon reduction, and digital carbon data management.

In 2023, Zyxel Group held one supplier conference at its Taiwan headquarters
and one at the Wuxi MitraStar factory. The conferences shared the “Zyxel Group
Low-Carbon Transformation Blueprint” and “Setting Net-Zero Targets
Together with Supplier Partners.” Additionally, six outstanding sustainable
suppliers were recognized. The events aimed to encourage all suppliers to work
towards sustainability and enhance the company’ s resilience in sustainable
management. Approximately 220 suppliers attended both online and in-person.

Five key action plans

Plan Net-Zero Pathways and Strategies: Establish a carbon reduction plan for the central plant
and design a carbon reduction pathway with implementation methods to guide smaller
enterprises.

Create a Digital ESG Sustainability Management Platform: Implement a digital energy
management platform across the central plant and supply chain, covering greenhouse gas
emissions, carbon footprint analysis, and energy monitoring. Integrate group and supply chain
data to enhance the efficiency of carbon reduction operations.

Implement Carbon Reduction Measures and Develop Low-Energy-Consumption Products:
Replace high-energy-consuming equipment to improve energy efficiency. Collaborate with
suppliers to design environmental friendly products with principles such as low toxicity, energy
efficiency, easy to disassemble and recycle, and extended product lifespan, applying sustainable
product design concepts throughout the product lifecycle.

111-Hour Zero Carbon Academy and Digital Auditing: Provide 111 hours of training, including
an introduction to low-carbon transformation, ISO14064-1 practical training, sustainability report
introduction, and ISO14067 internal verifier training. Support the supply chain in digital auditing
and certification. From December 2023 to June 2024, a total of 2,987 participants are expected.

Link to International Net-Zero Initiatives: Zyxel Group has set science-based targets (SBTi) for
carbon reduction and is guiding the supply chain in taking action according to the steps and
preparations required to join SBTi, leading the supply chain to participate in the SBTi net-zero
initiative.

A Outstanding Sustainable Suppliers Recognized A Zyxel Group Shares Low-Carbon

Transformation Blueprint
More information: link!
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Business Continuity Management Plan

Zyxel Group has implemented a Business Continuity Management (BCM)
plan to protect critical operations during major risks and meet customer
demands for operational continuity. This plan minimizes the impact and
downtime caused by disasters.

Execution Details

Zyxel Group conducts business impact analyses, development, implements, and
continuously improves the BCM framework. The group's departments are divided into six
teams: Capacity Allocation, Emergency Response, External Services, Production
Operations, Logistics Support, and Technical Support, all working together to implement
BCM strategies.

Plan Outcomes

Risk analysis has identified supply chain and production disruptions as major risk
events. Zyxel Group subsidiaries have developed and tested BCM plans for these
events, establishing a comprehensive crisis management and disaster response
system. Regular drills and improvements are conducted annually, integrating BCM into
daily operations and management processes. More information: Businiess Continuity

Management

Human Rights Due Diligence (HRDD)

Zyxel Group designed a "Human Rights Due Diligence Questionnaire"
based on the "Human Rights Due Diligence Process." This
guestionnaire identifies human rights risks within the group, allowing
early planning of improvements and preventive measures to create a
more friendly workplace.

Execution Details

Referencing RBA-related human rights issues, the questionnaire covers seven key human
rights topics: "Reasonable Working Hours and Compensation” , "Prohibition of Forced
Labor” , "Safe and Healthy Working Environment” , "Zero Tolerance for Harassment and
Bullying” , "Mental and Physical Health and Balance” , "Non-Discrimination” , and
"Freedom of Assembly and Association” . The survey assesses 31 human rights issues,
categorizing them into low, medium, and high-risk based on their frequencies and risk
levels. The survey targets Zyxel Group's subsidiaries—MitraStar Technology, Zyxel
Networks, Zyxel Communications, and Wuxi MitraStar Technology—including both direct
and indirect employees in Taiwan and Wuxi, as well as foreign workers.

Human Rights Due Diligence Process:

Continuous
Improvement

Issue Risk
|dentification Assessment

Mitigation
Measures

Plan Outcomes

The human rights due diligence identified "Reasonable Working Hours and
Compensation” and "Safe and Healthy Working Environment" as higher-risk issues. The
company will implement multiple response measures and continue to monitor and
improve these areas.

More information: Human Rights: Due Diligence
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ESG EDM

To convey Zyxel Group' s core values of sustainability, we issue a sustainability newsletter as a communication platform to provide stakeholders with the latest updates on our
sustainability actions. This newsletter also aims to educate and inspire subscribers to acquire sustainability-related information and join us in taking action. It reflects our
commitment to the environment and society, fosters the establishment and continuous improvement of internal culture, and creates a positive impact on society and the
environment. Additionally, the digital format of the newsletter effectively reduces resource consumption, aligning with the principles of sustainable development. more information:

ESG EDM

z Y ): E L Iyxel Group Sustainabiity J\;:""?:l‘

111
Wo're committed to
driving positive change
with a proactive approach
toward o more sustalinable future.

Join us to make a real differsnce.
Dwedma Lin,
CHO of Yyesl Group
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Zyxel Group unites for sustainable
innovation and impact, parinering
with customers and suppliers to
co-create green economic valve

1

and shape a sustainable future. [ E '
Dr.Shun- Chu, :‘:-‘
A

Chairman of Zyxel Group »

As industrialization continues to ascalats, the exponential Increase In
direct and indirect carbon emissions from human activities has led to
intensifying greenhouse effects, extreme climates, and escalating
natural disasters. Our planet and its ecosystem cannot sustain such
patterns without facing impending destruction. To counteract the
worsening climate crisis, global initiatives have been undertaken to
raduce carbon emissions and achieve net-zero emissions by 2050.
Intarnational trade regulations and carbon tariffs have also been
established to curb emissions across industrial supply chains, including
those involving cross-border trade.

As responsible global citizens, and in alignment with customer and
national expectotions, we have a duty to ensure the reduction of carbon
emissions in our own production processes and upstream supply chains.
This commitment not only aligns with green operational resilience but
olso represents ¢ critical competitive edge for our sustainable
development.

At Zyxel Group, a leading international networking brand, our mission is
to build a sustainable enterprise. Our vision entails creating economic
value, fostering environmental sustainability, and promoting positive
social volues. To this end, we have established the Zyxel ESG Committee,
guiding our sustainable development policies and strategies. From top to
bottom, our group is dedicated to innovative breakthroughs, launching
carbon reduction initiatives, and providing green product solutions. Our
actions reflect our dedication to addressing the significance and
expectations associoted with ESG (Environmental, Social, and
Governance) concerns among stakeholders.

Through this newsletter, we communicate with colleagues worldwide,
urging collaborative efforts that influence positive change. Together with
our customers and suppliers, we co-crecte green economic value,
shaping a sustainable future.

ZYXEL s

GROUP Zyxel Group Sustoinability Journal

Zyxel Group
2022 Sustainability Report

Zyxel Group releases 2022 Sustainability Report
Unveiling the latest sustainable achievements

With an unwavering commitment to sustcinable development, Zyxel Group
has been actively working towards low-carbon franstormation since 2011
Our annual sustainability reports, comprising six key chapters, provide
stakeholders a comprehensive view of our achievements in areas like
corporate govemance, pariner relationships, green products, and
community welfare

Recognized for our integrity and transparency, Zyxel Group was awarded
the TCSA Taiwan Corporate Sustainabiity Award. We invite you to explore
our 2022 Sustainakility Report, a testament to our ongoing dedication 1o
sustainability

Leading the way: Zyxel Groub guides supply chain
in low-carbon transformation
| Accelerating Towards t 5

Toward
LRR RN

] ¥ 4

MitraStar Technology. with support from the Ministry of Economic Affairs, is
leading o sustainabilty initiative with 11 partners. Focusing on low-carbon
practices and green products, efforts include technology upgrades and
carbon data management to achieve net-zero goaols by 2050

ZYXEL i

Z | G Sust: bility J |
0. R OV P yxel Group Sustainability Journal

Zyxel Group achieves

MSCI ESG rating of l \

MSCI, one of the world's top three
Influential ESG assessment
organizations, recently released it
ESG ratings. owording Iyxet Group an
A grade. We excelled in three key
areas: Human Capital Development,
Supply Chain Labor Standards, and
Corporate Governance. This
racognifion underscores Iyxel Group's
global standing in sustainability.

MSCI
ESG RATINGS
(e o [ ®v oo 0] A [Asa]

As the frend of global sustainable investments continues to grow.
companies with higher ESG ratings are increasingly atfractive to investors.
In Taiwan, prominent intemational ESG rafing agencies include S&P Global
MSCI, and FTSE Russel, each employing distinct rating methodologies.
MSCTs ESG rafings encompass fhree dimensions: Environment, Social, and
Governance. These dimensions are further cotegorzed into ten major
themes and 33 corresponding key indicators. Weightings are assigned to
key indicators based on the indusiry of each company. resulting in ESG
ratings ranging from AAA to CCC. This system evaoluates a company’s
resiience in addressing ESG ricks.

LZyxel Group wins
Q_f C.SA Sustainability Report Gold Award and

nformation Security Leadership Award

In the recently announced 2023 Talwan Corporate Sustainabiliity Awards
[TCSA). Zyxel Group stood out among numerous enferprises, once again
receiving the “Sustainability Report - Bectronic Information Monutacturing
Industry Category 1 Gold Award.” Additionally. we made our debut and
clinched the Sustainable Individual Performance - Information Sec



https://www.zyxelgroup.com/ESG/edm
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A. Strategy & Blueprint

Zyxel Group's sustainable management
framework is based on our visions and
integrated with our sustainability
policies. We supervise sustainability
matters and formulate and execute
strategies through the Company's
management platforms, such as the
Board of Directors, Advisory Committee
and Sustainability Committee.

The Sustainability Committee responds
to the UN' s SDGs and analyzes and
identifies the material issues of the
main stakeholders’  concern, e.g,

investors, customers, government DT it DTG ) 1 i 1 ABAE 1 MR
. . MO AL [N EOMTR ROV A L] ) B PLERIS

agencies, suppliers, employees, and \ i waRTIn :

communities, thereby setting the JV‘/U |!I“ Q%;!

Company’ s sustainable development
goals. Our sustainability policies are
implemented on the basis of our five
main sustainability focuses, namely
sustainable management, corporate
governance, environmental protection,
sustainable products, and friendly
workplace and social welfare in
communities.

Investors H Customers H Government H Supplier H Employee H Community’

Stakeholders
Sustainability ~ Implement . Mitigating Innovative : Fulfilling
Goals sustainable Creating a Value Environmental Sustainable (G S Corporate Social

management Chain Impact Products Value Responsibility
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B. Sustainability Committee

Zyxel Group takes the Zyxel Group Sustainability Policy as our highest guiding principle for our sustainable development, and has established the Zyxel Group Sustainability
Committee as the highest-level management for the planning, implementation, and supervision of our sustainable development strategy. The Zyxel Group Sustainability Committee
formulates policies and goals for its three subsidiaries to operate sustainably. It discloses the vision and mission of sustainable development, sees to it that the subsidiaries carry
out operations sustainably, and regularly reviews the implementation results.

The Zyxel Group Sustainability Committee is composed of Board of directors, senior executives, and members of relevant departments. The members include Zyxel Group and its
three subsidiaries Zyxel, ZNet, and MitraStar. This steering committee acts as a strategic guidance unit. The chairman of Zyxel Group serves as the committee chairman to supervise
the sustainability work and report to the board of directors about the subsidiaries’ implementation of sustainable operations.

In 2022, the former Chief Operating Officer of Zyxel Communications was appointed as the dedicated Chief
Sustainability Officer. The establishment of the "Sustainability Office" followed, overseeing and supervising
sustainability initiatives, reporting to the board of directors, and providing guidance to subsidiary companies on
their various sustainability efforts.

The "Sustainability Office" has a Corporate Communication and Planning Group which is responsible for resource
integration, communication, and coordination between Zyxel Group and the three subsidiaries. It guides the

implementation of the strategy of the committee from above and communicates with each executive team from Commualiy
top to bottom to enforce policies in a horizontally cascaded manner. G . peitionshp
mployee
The Zyxel Group Sustainability Committee is composed of a number of sustainability working groups, headed by .
the top managers of relevant departments, who set annual and long-term goals, implement sustainable operations, !
and regularly report implementation results. Dt Accounting

_—

The Zyxel Group Sustainability Committee holds weekly reports where the sustainability working groups take turns - ..
to have dialogues, discuss with the Sustainability Manager, review the implementation status of related businesses, AL eyt

and check for continuous improvements. All of the sustainability working groups also report to the chairman of the ' : \ Economy
steering committee every month to review the short, medium, and long-term sustainability goals and the blueprint iy Chair L /
for sustainable development. At the quarterly board meeting, the chairman of the steering committee and the et
communications team report to the directors on major decision-making issues, sustainability plans, and work
progress.

The Sustainability Committee also releases ESG newsletters to promote our ESG initiatives and accomplishments to
employees and customers, as well as providing ESG knowledge education. Additionally, in accordance with the
functions of the committee's working groups, educational training is arranged periodically to progressively
integrate sustainability principles and practices into the DNA of employees, thereby fostering a company culture
that collectively achieves our sustainability objectives.
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inabili mmi Management Str r
Sustainab ty Co e e t Structure Key Sustainability Committee Initiatives in 2023

Board of Directors * Initiated the Business Continuity Management Plan

Submitted a commitment letter to the SBTi for carbon

- Supervise enterprises to practice sustainable

development reduction targets

* « Ensuring the implementation of sustainable

Aavalanmant naliriac

Applied for subsidies under the Ministry of Economic

Affairs' "Large Corporations Supporting Small

S Ceiiee Sustainability Office Manufacturers in Low-Carbon and Smart Upgrading and

Transformation" project

* Released the 2023 TCFD report

* CSO: Denise Lin

Chairman: Chairman of Zyxel Group, Shun-I Chu

* Sustainability Project Strategy Center

Member: Zyxel Group CEO, MitraStar President, . , , * Developed environmental information disclosure
Zyxel Communications President, Zyxel * Guide the execution of various ) ) o .
Networks President ——& sustainability initiatives for standards for the Environmental Protection Administration
subsidiaries . . . .
* The Chairman of Zyxel Group serves as the Hsidiar * Conducted human rights due diligence to identify human
chairperson. ° Report to the Board of Directors on . L
* Oversees sustainability efforts and reports to development blueprints, rights risk issues
the board of directors. etz oilay [pllerms, el pregiess * Carried out an employee engagement survey

l :
Stakeholder Communication Corporate Governance Information Security Supplier Management Audit team
Team Team Team Team

* Sustainable sourcing

. . . . .
Resource integration * Corporate Governance ° Information management * |Internal audit

* Integrated strategy execution o o * Data protection * Supplier sustainability . . .
* Communicate across groups R Mg mET * Patent intellectual property management Supplier audit
Carbon Management Environmental Protection e B e Labor & Human Rights : ——
Team Community Contribution
* climate change ° Energy management * Product quality T —
* Carbon management ° Waste management management « Human capital o Welfare Committee
* Carbon fees and carbon * Workplace safety and * Sustainable design dovclopmnt - Tyl Favnden

rights health * Green packaging * Industrial relations
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C. Stakeholder Communication

For the management of the issues of stakeholders’ concern, Zyxel Group has a stakeholder management procedure in place. Through stakeholder identification and issue
analysis, key stakeholders are identified to assess their impact on operations. Annual management objectives and procedures are set, communication channels are established,
and plans for improving stakeholder relations are devised. A report on the annual outcomes of communicating significant stakeholder concerns is presented to the board of
directors each year. These achievements are published on the website and in the sustainability report, enhancing corporate responsibility towards stakeholders.

Stakeholder Concerns Survey Project

To gain a more comprehensive understanding of our stakeholders and their concerns about the company, we initiated the "Stakeholder Concerns Survey Project" from 2021
to 2022. We began by providing training to the HEQ Investment and Control Sustainability Committee on conducting stakeholder surveys. Using their feedback on company
concerns as a foundation and considering questionnaires from GRI, CDP, DJSI, and others, we designed two types of surveys. One focused on the impact of sustainability
issues on operations for company executives, and the other gauged stakeholder interest in sustainability issues. Additionally, an English version of the surveys. was created
for use by overseas colleagues, international suppliers, and customers.

Enterprise Risk Management Process (ERM)

We integrate the significant impact results, assessed based on the impact and likelihood of sustainability issues identified by stakeholders, with the analysis conducted by the
'Sustainability Committee Risk Management Team' within the Enterprise Risk Management (ERM) framework. This integration allows for a more comprehensive impact
assessment of key issues affecting the company’ s operations. More information:

Stakeholder Online Questionnaire Survey

Zyxel Group values feedback from various stakeholders. To facilitate this, we have established a "Stakeholder Online Questionnaire" on our official website. This platform
allows us to regularly gather concerns and issues that stakeholders have regarding our company. Our dedicated team is responsible for managing these responses, and we
collaborate with relevant departments to assess and provide responses. In 2023, a total of 160 questionnaires were collected. Through the analysis of these questionnaire
responses, we evaluated the significant concerns that stakeholders have regarding HEQ Investment and Control. Notably, there were no changes in these concerns compared
to the previous year.
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Materiality Identification and Analysis Process

Understanding the Organizational Context

W

(2)

()

Identification

Collect issue

Interest
Identification

6 main stake
holders: Investors,
Employees, Customers,
Suppliers, Contractors,
Government/Communities

26

Preliminary issues

535

questionnaires

Identify Actual and Potential Impacts

(4)

G?dentify Positive and

Negative Impacts

)

Impact
Significance

200

questionnaires

Assess Impact Significance

Matrix Diagram

Ranking of Significant Impacts

Determine Major
Issues

13 Major Issues

Following GRI Standards and the AA1000 Stakeholder Engagement Standard (SES), we establish a stakeholder
engagement process based on five principles: Dependency, Responsibility, Tension, Influence, and Diverse Perspectives.

Through the Zyxel Group Sustainability Committee's ESG consensus meeting, we identify stakeholders who impact or
are impacted by the company's operations in economic, environmental, and social areas.

52 members of the Zyxel Group Sustainability Committee provided feedback during the ESG consensus meeting, and
considered the opinions of internal and external experts.

Integrated disclosure topics from SDGs, GRI, SASB standards, CDP, and the DJSI questionnaire.

Resolved to evaluate 8 governance, 6 economic, 6 environmental, and 6 social sustainability issues.

Issued 790 questionnaires on “Stakeholder Interest in Sustainability Issues,” with an English version provided for
international colleagues, overseas suppliers, and customers. A total of 535 responses were collected, resulting in a
67% response rate.

Recipients were chosen based on “representativeness” and according to three principles: “frequency of
interaction,” “impact,” and “level of concern,” targeting the six key stakeholders identified for evaluation.

Issued 286 questionnaires to company executives on “Impact of Sustainability Issues on Operations,” with 200
responses collected, achieving a 70% response rate.

Analyzed four operational impacts: “business growth” , “customer trust” , “talent retention” ,and “risk
management” , assessing both positive and negative impacts and their intensity.

Integrated the results from the “Sustainability Risk Management Team” in Enterprise Risk Management (ERM),
analyzing the impact intensity, short, medium, and long-term impacts, likelihood of occurrence, and whether they have
occurred for issues related to governance, economic, environmental, social, and product areas.

Analyzed the significance of impacts and assessed them based on Zexel' s industry category and operational business

relationships across governance, economic, environmental, human (including human rights), and product areas.

Reviewed regulatory requirements, international standards, management systems, questionnaire feedback, grievance

mechanisms, and media reports, and consulted with internal and external experts to identify 26 preliminary sustainability

issues, assessing their positive and negative impacts as well as actual and potential impacts.

Created matrices to map the positive and negative impacts of issues according to “impact significance” and
“likelihood of occurrence.

Based on the positive and negative impact matrices, prioritize the issues, select 13 major topics through dual
assessments, and consult with internal and external experts.

« Confirmed by the Sustainability Officer, reported to the Board of Directors for approval by the Sustainability Committee,

and incorporated into internal performance management procedures.
For each major topic, assess its impact on operations, develop strategies, establish management policies, set short,
medium, and long-term goals, and review the progress annually to track and evaluate performance.
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Positive Impact Matrix Diagram

Financial
perfarmance
Legal ) . Green
compliance Risk and crisis product
management Energy
Innovative  Management Corporate
Brand value ) management avernance . .
Material 9 g Business ethics
procurement Clirmate chyate
Climate strategy
I Water re = Customer
B -,I‘}:i_mul_.r c relationship
= L=y management
Information
E security
o
W
a3 ) -
Tax affairs Privacy
rotection  Product guality i
4 P - SR Sustainable
5 Waste management supplier

Biodiversity

Low + Stakeholder concern  — High

1 3 Major Issues

5 governance/economic issues
Corporate governance
Business ethics
Information security
Customer relationship management

Sustainable supplier ﬁ

Negative Impact Matrix Diagram

Sustainable supplier

Risk and crisis

rT‘anager"]ent
Financial
performance Corporate
- governance
= Climate strategy " J
l Brand value l I : Business ethics
teri o roga Cust
- pmhﬂﬂtféll'_:;gm compliance relgiiggﬁirp Grler
= management [J"I-:.JdL.f. \
. Privacy
Tax affairs protection  Product quality
E Waste management Infarmation
security
Biodiversity . Innovative
Water resource management
management
Low « Stakeholder concern + High
3 environmental issues
Climate strategy Talent attraction and retention
Energy management Talent training and development
Green product Human rights management

Occupational safety and health

Social engagement
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Material Issues for Operational & Value Chain Impact

Impact Identification

Aspect

Governance

Environment

Major Issue

Corporate
governance

Business ethics

Information
Security

Customer

relationship
management

Sustainable
supplier

Climate
strategy

Energy
management

Green product

Actual

Potential

Period

Long-
term

Short-
term

Short-

term

Long-
term

Short-
term

Long
term

Long
term

Short
term

Business
Growth

Impact on Operations

Client
Trust

Talent
Retention

Risk
Manageme  Suppliers
nt

Company
Operations

Impact on the Value Chain

Customers

Significant Impact

Positive

Ensure Stable Company
Development and Achieve
Sustainable Operations

Enhance Company Reputation and
Brand Image

Meet Customer Requirements for
Information Security

Customer Trust, Enhance
Partnerships with Clients, and
Support Business Growth

Establish a Sustainable Value Chain
and Strengthen Supply Chain
Resilience

Leverage Operational Opportunities
Avrising from Climate Change

Accelerate Renewable Energy
Deployment and Reduce Operational
Costs

Expand Market for Sustainable
Products

Foster a Diverse and Inclusive
Corporate Culture to Create
Positive Impact and Enhance HR
Competitiveness

Enhance Employee Skill
Development to Improve Corporate
Competitiveness and Address
Market Challenges

Promote Smooth Operations
through Bidirectional
Communication in Labor Relations

Create a Healthy and Safe Work
Environment to Enhance Employee
Loyalty and Assist in Recruitment

Strengthen Community Relations
and Brand Image. Engage in
Community Activities to Increase
Employee Cohesion

Negative

Incurring Fines and Reputation
Damage, Increasing Operational
Costs

Violation of Professional Ethics,
Reducing Stakeholder Trust

Data System Failures and
Cyberattacks, Affecting Operations
and Causing Financial Losses

Increased Customer Relationship
Management Costs, Affecting
Performance

Raw Material Price Fluctuations,
Rising Costs. Supply Shortages,
Delays, and Interruptions in Key Raw
Materials and Consumables,
Affecting Delivery Schedules.
Adjustments to Production
Processes, Energy Usage, and
Emission Controls to Meet
International Net-Zero Targets and
Environmental Regulations,
Increasing Compliance Costs and
Risks

Insufficient Renewable Energy,
Increasing the Difficulty of Achieving
Carbon Reduction Goals

Increased Investment in Green
Product R&D, Raising Research and
Development Costs

Talent Attrition

Increased Costs for Talent
Development and Management

Human Rights Violations Resulting
in Fines. Non-compliance with
Customer ESG Audit Requirements,
Affecting Business Development.
Impact on Corporate Image

Regulatory Violations Leading to
Fines, Increasing Operational Costs,
and Affecting Corporate Image.
Resulting in Low Employee
Retention Rates

Costs for Community Sponsorship
and Participation Activities

Mitigation Measures for Positive and
Negative Impacts

Establish an effective corporate
governance framework and control
mechanisms to enhance governance
capabilities

Conduct ethical risk assessments and
supervision

Identify cybersecurity management risks
to prevent security incidents

Establish smooth customer
communication channels. Uphold
product quality and service, providing
customers with optimal solutions.
Establish a raw material price risk
management mechanism. Actively
develop new material sources to avoid
monopolization by a few suppliers.
Establish safety stock levels

Identify climate change risks and
opportunities, implement risk
mitigation measures. Set carbon
reduction goals and strategies

Increase the use of renewable energy

Build product design capabilities that
reduce environmental impact

Monitor market salary trends to
ensure competitive compensation
packages

Offer diverse talent training programs
to attract and retain talent

Promote the concept of human rights
protection

Provide a healthy and safe working
environment

Build good community relations and
actively engage in community affairs



ZYXEL 2023 Zyxel Group Sustainability Report |22

G ROUVP

Major Issues Boundaries

Major Issue

Corporate governance

Business ethics

Information Security

Customer relationship
management

Sustainable supplier

oy Climate strategy
<.

=

o

5 Energy management
]

=]

~+

Green product

wn

[©)

@,

0]

=3

<

GRI Standards

201-1207-1 207-2 405-1

205-1~3 206-1

418-1

418-1

204-1308-2414-2

201-2 305-1~305-4, 305-6~305-7

302-1,3~4

302-5416-2

201-1201-3401-1401-2401-3
405-1

404-1 404-2 404-3

402-1406-1407-1408-1409-1

401-2403-1~10

203-1203-2

. . Company external
Company internal boundaries pany €x
boundaries
SASB SDGs - o
yxe a verseas .
Zyxel Group I etes Zyxel Networks ~ MitraStar SubEeTs Customer  Supplier
] () () () ()
] () () () ()
] () () ()
() () () ()
Supply Chain
Management
Sources of Raw ® ® ® L
Materials

Labor Practices -
Employee Diversity [#
and Inclusion

Working
Conditions

Governance
/Community

Chapter

Financial
Performance

Business
Ethics
Information
Security
Management

Customer
Relation

Supplier
Sustainability

Sustainable
Product
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Sustainability Strategy Alignment with Major Issues

Pillars Strategy Major Issue
Corporate
governance

-

c

Q

£

> M ~

s Business

I ethics

s Implement

) .

% sustainable

£ management

i)

w

=1

(%]
Corporate
governance
Customer
Relationship

o Management

>

3 K

>

Q

}E Creating a

‘T Value Chain

i

o Sustainable
supplier
Climate

3 strategy

[}

=

S

2 Mitigating

“  Environmental

[

_g Impact

*E Energy

a Management

Stakeholder

Investor

Government

Investor

Government

Customer
Supplier

Customer

Customer

Supplier

Government

Community

Government

Community

Operational Impact

Achieve the company's
sustainable management
goals

To create a sustainable
business environment, it is
essential to avoid any
dishonest behavior that
could harm customer trust
and cause corporate losses.

Ensure the confidentiality of
information assets to comply
with regulations and gain
customer trust.

Gain customer satisfaction
and trust to achieve greater
profitability.

Sustainable management of
suppliers will strengthen
partnerships within the
supply chain and realize the
company's sustainability
values.

Understanding climate
change risks and
opportunities can oversee
operational strategy and
financial planning to reduce
the financial impacts of
climate risks.

Support sustainable
operations by implementing
environmental protection
and energy-saving goals,
reducing greenhouse gas
emissions, and lowering
energy costs.

Implementation Policy

Establish an effective corporate
governance framework and control
mechanisms to enhance governance
functions

Establish business ethics policies and
guidelines to cultivate a corporate
culture based on the principle of
"integrity" and conduct ethics-
related risk assessments and
oversight.

Identify information security
management risks to prevent
security incidents and enhance
employees' information security
awareness and knowledge.

Establish smooth and efficient
customer communication and
implement customer information
protection mechanisms.

Implement a sustainable supply
chain management model and
establish sustainable partnerships
with supply chain partners.

» Conduct Business Continuity
Management (BCM) plan climate
disaster drills to strengthen
climate resilience.

 Set carbon reduction targets and
promote greenhouse gas
reductions.

Improve energy use efficiency

Increase use of renewable energy

Goals
Performance Indicators 2024 2027
short-term mid-term

Corporate Governance evaluation
score and ranking

leti f Busi Ethi
Co‘m‘p etion rate of Business Ethics 208%
training
Number of major Business Ethics

i 0 cases
violations
Completion rate of Information

9
Security training >98%

Number of major information

. 0 cases
security incidents

Annual ISO 27001 certification
Customer Satisfaction (Maximum

score: MitraStar 10, Zyxel
Networks 5)

MitraStar>9
Zyxel Networks>4.3

Coverage of Trade Secret

°
Protection Training >95%

>97%

Key Suppliers:

e Completion rate of CSR
Commitment Signing

e Completion rate of ESG
Assessment Surveys

e Completion rate of ESG
Training and Awareness
Programs

MitraStar80%
Zyxel Communications/Zyxel
Networks100%

Number of production
interruption days due to climate
disasters

0 days

Set targets according to SBTi
(Science Based Targets initiative)

According to SBTi Absolute
Reduction Method

Percentage reduction in electricity
intensity compared to the
baseline year 2021:

Reduction of 20%

» Complete solar energy
installations
Increase the proportion of
renewable energy usage

Initiate installation at the Hsinchu
plant

Maintain within the top 6% to 20%

Obtained annually

2030
long-term

Top 5%

100%

100%

MitraStar>9.5
Zyxel
Networks>4.5

>99%

MitraStar90%
Zyxel
Communications
/Zyxel
Networks100%

achieve a 50%
reduction in
carbon emissions

Reduction of
21%

Complete
installation at the
Hsinchu plant

SDGs

©

Chapter

Corporate
Governance

Corporate
Governance
C. Business Ethi:

Corporate
Governance
E. Information
Security
Management

Value Chain
A.CustomerRele
ship

Value Chain
B. Supplier
Management

Sustainable
Environment
A. climate chan¢

Sustainable
Environment
B. Energy
Management
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Pillars Strategy
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Community Contribution

Fulfilling
Corporate
Social
Responsibility

Major Issue

Green product

Human Right
Management

Workplace
Health &
Safety

Community
Contribution

Stakeholder

Customer
Supplier

Employees

Employees

Government
Supplier
Employees

Government
Supplier
Employees

Community

Operational Impact

Enhance the sustainable

value of products by

implementing R&D and
design for Sustainable
Products to build product
design capabilities that
reduce environmental

impact

Attracting and retaining top

talent can enhance

operational performance.

Diverse training programs
will attract and retain talent

Maintain human rights to
establish a sustainable work

environment

Maintain a safety-first work
environment to ensure
continuous operations and

steady growth.

Public welfare activities help
build strong relationships
with the local community
and enhance corporate

image

Implementation Policy

« Establish design guidelines and
checklists for Sustainable Products

« Conduct product carbon footprint
assessments and management

* Implement Sustainable Product
design and packaging

Monitor market salary trends to
ensure competitive total
compensation.

Provide diverse talent training
programs

Ensure professional skills training
opportunities for staff

Focus on women’ s career
development

Human rights awareness promotion

Promote a safety culture

Implement preventive management

s through scholarships, industry-
academic collaboration, self-
organized events, and sponsorships

Organize or sponsor community and
environmental care activities annually

Goals
Performance Indicators 2024 2027 2030
short-term mid-term long-term

 Develop product carbon « Adopt product * Complete « Recycled plastics

footprint operational carbon environmenta « Energy-saving
procedure documents footprint | footprint hardware and
« Achieve product carbon platform impact report  software
footprint management targets e« Certification of for products . pjastic-free
« Proportion of Sustainable the first * 100% packaging
Product design integ ration carbon-neutral integration of , 100% recycled
product greendesign  paper packaging
Indirect employee turnover rate <15% <14% <12%
Annualt‘rammg program 5929 593% 595%
completion rate
Satisfaction with professional
skills training courses (Maximum >4 55 >4.1 % >4.3 5
score: 5 points)
percentage of female managers >30.7% >30.8% >31%
Co.m.plenon rate of human rights 508.5% >99% 100%
training courses
Coverage ratg of occupational 508.5% >99% 100%
safety education courses
Number of major occupational 0 0 0

accidents

Support talent cultivation-related projects through

Long-term sustainability annual donations

Number of participants in
activities

5000+ participants

2000+ participants per year per year

SDGs

Chapter

Sustainable Product

Friendly Workplace
ADiversity and
inclusion
Recruitment

Friendly Workplace
B.Human Capital
Development

Friendly Workplace
C.Human
RightManagement

Friendly Workplace
D.Workplace Health
& Safety

Community
Contribution
A.Cultivation of
Talent

Community
Contribution
B.Care of the
Community
C.Environmental
Protection
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Actions & Communication Channels for Stakeholder Topics of Concern

Stakeholder meanings Issues Channels Frequency Actions 2023 Results Chapter
Board of Directors Quarterly * Provide investors with appropriate Organize shareholder meetings and earnings
returns on investment calls to communicate with shareholders
Zyxel Group Investor Every year * Provide timely and accurate Collaborate with the Financial Supervisory
Conference Freree] ffermerien Cor|r1mt|§5|otr1 t(; complete corporate governance
: ® Release major announcements evaluation tasks
Provide transparent 7
! yxel Group company Every year R f
disclosure of annual report/sustainability tf;)roighttf;e BElC kR
operational status to report OhSCba oY)
Investor investors, enhance
investment value, and Zyxel Group company Quarterly
increase investor website: investor relations
i webpage
confidence
Market Observation Open  Aperiodic
System
Spokesman Aperiodic
Reqular Business Meetings ~ Weekly * Online courses on legal Coverage Rate of Business Confidentiality
] ] regulations for the protection of Protection Law Course: 97.7%
ESG Planning Meetings Quarterly business secrets Established the Product Security Incident o
* Customer Satisfaction Survey Response Team (PSIRT) under the Group's Customer Relationship
Maintain product Online Customer Service Aperiodic ® Customer Service Online System Product Security Management Department Supplier Management
quality and service System * Provide high-quality products Continuously optimize the customer service
excellence, provide ] ] * Committed to the research and online system
Customer optimal solutions for gUStomer Satisfaction Every year development of environmentally 2023 customer satisfaction rating:
customers, and foster urvey friendly products and MitraStar9.64(out of 10) * Zyxel
mutual growth . . . technologies Networks4.84(out of 5)
between the company ggsst%rgseersQuestlonnalre ?Ssct%ﬁ'grg LQ * Cooperate with customers' 14 products use PCR recycled plastic for their
and its customers . requirements specifications for environmentally casings
friendly products Provide Business Continuity Management,
Avsiemer Audia According to certifications, sustainability reports, and other
customer documents
requirements
President’ s town meeting Quarterly * Communication Through Diverse 55 president’ s town meeting, 52 labor-
o Employee Communication management meetings
. Labor-management Periodic Channels 487 questionnaires for employee opinion
Employees are vital meeting Q :
assets for the Online course survey
0 . o * Diversified courses for physical, 100% completion rate of management function
company's growth. Internal staff website Aperiodic | ene e e 3
Building strong labor- ment}a'an career deve opm.er?t‘ tralnlng . .
management Welfare Committee website Aperiodic * Subsidies for diverse club activities Professional skills course completion rate 100%
Employees agement ? ¢ Diverse health promotion / course satisfaction 4.65
relationships is . : .
; . o activities Completion rate of human rights-related
essential for continuous Company announcement  Aperiodic . : . L . ®
. . A working environment that training courses for new recruits 100%
innovation and . ;
. . . ) o meets labor regulations and Sexual harassment prevention courses cover
improved operational Suggestion mail box Aperiodic

performance

Employee
survey

satisfaction Every year

standards
Factory accident and disaster
prevention

97.7%

Activity Satisfaction 4 or above out of 5,280%
Occupational Safety Education Course
Completion Rate: 99.6%
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Stakeholder meanings Issues Channels Frequency Actions ® 2023 Results Chapter
Supplier survey Every year Implementation of Systematic * Completion of Systematized Counter-signing
Counter-signing Documentation Supplier Management
Supplier on-site audit Aperiodic Documentation * Supplier Code of Conduct Adherence Advocacy
Mandating Suppliers to Adhere Completion Rate/Signing Achievement Rate:
. - . to Code of Conduct 100%
Supplier training materials  Every year Supplier signs social * 519 CSR statement and commitment letter
] responsibility statement and * Suppliers signed the integrity commitment
Supplier conference Every year commitment letter letters: MitraStar>80% Zyxel
S Suppliers are important Supplier signs the integrity Communications/Zyxel Networks100%
upplier o ] . ; ; ] ) .
Contractor _ Partners for the company, Green Management System  Aperiodic commitment letter o qupller On-Site Audit Complgtlon Rate:
working together to create Supplier Social Responsibility MitraStar: 13 - Zyxel Communications/Zyxel
a sustainable value chain Assessment Survey Networks:100%
Conduct supplier on-site audits ~ * Supplier ESG course complete rate:100%
Supplier Conflict Minerals * Supplier Zero Carbon Academy Number of
Investigation participants: 262; Total class hours: 1,310 hours
Net-zero courses for suppliers * Held Supplier Conference
"Green product management
system" to assist suppliers in
complying with all green
regulations
Association of Science Park  Aperiodic Online courses on legal regulations Join Hsinchu Science Park Industrial Safety and
Ineluziizs for the protection of business secrets Environmental Protection Month Series Activities
o Customer Satisfaction Survey No major violations of the law
Coordinate  with legal Government department Aperiodic Customer Service Online System Corporate Governance Evaluation: top 6%~ 20%
and P0|A'Cy advocacy, ( e PR GHEEIEE Provide high-quality products
comply with government ~ Climate Strategy Committed to the research and
Government andregulatory standards, Energy Management Government seminars and Aperiodic )
and engage in proactive public hearings development of environmentally
communication to gain friendly products and technologies
government support Government Evaluation Every Year Gespeinwiin @usenmes
specifications for environmentally
friendly products
Conflict Minerals Investigation
Internal company Irregularly * Participate in community * Christmas charity event for rural elementary
clubs contribution activities schools, with 172 employees participating.
] *  Zyxel Foundation Scholarship In 2(|).23, 384;;t;deqtli benefited from scholarships
EstablishAstrcA)ng . . Eg%%r;astsiggucatlon Annualy * Industry-academia collaboration * ;c;tgrlggreN(;r/héldssn:;I:)nr?c'development events.
;cc)tr::/r;;l;;?ttigg;te;aigonsmps’ RISUIBS S Sponsored/held 8 community care activities.
] . ; h ;
Communtyaifars ond ot Susegy 2l Foundation sl D Splm gt
Community mAalnAtaln ongoing interactions Energy Management A . Base" rehabilitation project.
with 'Ud}JSt"Y peers and Company website Ongoing * Industry-academia collaboration programs with
iz;c;;:r:itcl)%zségr};rr?\t%?cation National Cheng Kung University and National
and collaboration, contribute Press releases ezl S (l\:lznct;arLLr:wTin;/sgAmplaints received from
positively to society surrounding areas
Spokesperson Irregularly

Complaint channels

Available anytime
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| Corporate Governance

A. Governance Structure

B. Financial Performance

C. Business Ethics

D.Risk Management

E. Information Security

o

o
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"Integrity" is one of the core values of Zyxel Group and its subsidiaries. In terms of corporate governance, we Implement sustainable management

emphasize the principle of integrity, and believe that good corporate governance allows us to have a firm
foundation for growth and to offer all stakeholders with the best interest. As a responsible corporate citizen, Corporate governance, Business ethics,

it is our obligation to serve the community and the people relying on us. ; .
Information security

In terms of financial operations, Zyxel Group has an auditing unit to ensure adequate reporting and internal
controls. In addition to all measures towards safeguarding shareholders' interests, we disclose transparent
and relevant information to stakeholders and investors in a timely manner. Zyxel Group reveals its financial
status information such as annual reports and financial reports on the company Web site. Concerned parties
are always assigned an official spokesperson to respond to queries and issues. For more Information about
Zyxel Group's corporate governance and financial information, please visit the "Investor Relations" on Zyxel
Group Global Website.

Investors, Customer supplier, Government

Corporate Governance Evaluation TCSA Award

Top ESG risk ranking

Employee Business Ethics Training

Completion Rate major business ethics violence major security incident
Certification
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Strategy Issue Operational Impact Actions Performance Indicators 2023 Target 2023 Achievements

« Establishing an effective 232Illjjzltions
Achieve the corporate governance :
TR framework and control Corporate Governance and continue Tob 6%~20% v
panys. . evaluation to implement '°P
sustainability goals mechanisms to enhance imorovement
governance functions. megsures
To create a sustainable Establish a business ethics
. . i Training completion rate
business environment, Ec?lltceyr:\ncdo?taonrgtaer?:ature fored ¢ i o >98% 97.7% X
it is essential to avoid orporate ¢ Sir efiiczMIe [PIrejef s
: based on "integrity" and
any dishonest . -
: conduct ethical training
practices that could d hical rick
undermine customer Conduct et |cadr|s - Number of major
trust and lead to assessments and supervision 0 0 v

through internal control self- business ethics violations

corporate losses .
P assessments and audits

Completion rate for
information security >99% 100% v

Ensuﬁre thg . « |dentify cybersgcunty training courses
confidentiality of management risks to prevent
information assets to security incidents Number of major
comply with « Enhance employees' awareness information security 0 0 v
regulations and gain and knowledge of information incidents
customer trust. security .
Annual acquisition of ISO  Annual Annual
27001 certification acquisition Acquisition v

The Board of Directors of Zyxel Group, as the highest governance body, has established an Audit Committee and a
Compensation Committee to enhance oversight and management functions. A Chief Governance Officer is appointed
to handle Corporate Governance matters. The company has also adopted the "Corporate Governance Best Practice
Principles," "Business Ethics and Code of Conduct," and "Sustainability Best Practice Principles" to strengthen
Corporate Governance operations.

Goals
2024 2027 2030
short-term mid-term long-term sRC
Top 6%~20% Top 5%
>98% >98% 100% [
i

Major business ethics violation: 0

>98% >98% 100%

major information incident: 0

Annual acquisition

MitraStar  ZYXEL ZYXEL



ZYXEL 2023 Zyxel Group Sustainability Report|30

G ROUVP

Zyxel Group has set up 9 directors, including 3
independent directors, and adopts the candidate
nomination system. The shareholders' meeting shall elect
a person with capacity for a term of 3 years and may be
re-elected. The number of directors shall include
independent directors, and the number of independent
directors shall not be less than 3. In order to improve the
supervision  responsibility and  strengthen the
management mechanism, the Board of Directors of the
Company has established the Remuneration Committee
and the Audit Committee. In 2023, the board of directors
has met 5 times and held an ordinary shareholders'
meeting on July 15, 2023

The three independent directors account for 33% of all
board members. The independent directors have to sign
the independence statement every year during their
terms of offices, to confirm that they comply with the
requirements of the "Regulations  Governing
Appointment of Independent Directors and Compliance
Matters for Public Companies” . Among the Company’ s
directors, only two seats are spouses or relatives within
the second degree of kinship. This complies with the
Securities Exchange Act.

Name Title

Shun-I Chu Chairman

Chair of Zyxel Foundation

Sustainability Governance Responsibilities

Chair of Sustainability Guidance Committee,

Zyxel Group's "Board Election Procedures" establish a "Board Diversity Policy" with specific management goals. The
implementation policy includes diversity factors such as gender, age, nationality, race, and culture, as well as
professional knowledge and skills, including background, expertise, and industry experience. No more than one-
third of the board members are also company executives, with three board members being employees of Zyxel
Group, one of whom is an executive director. The board also includes three independent directors. In terms of tenure,
f?ur directors have served for less than 3 years, three for 4-10 years, and two for over 10 years, with an average tenure
of 6 years.

The board emphasizes gender equality, with one female director among the nine board members, representing 11%
of the board. In terms of age, there is one director aged 41-50, four directors aged 61-70, and four directors aged
71-80. In terms of professional knowledge and skills, Zyxel Group’ s Board members are specialized in engineering,
mechanical engineering, management science and finance and have the industrial experience needed by Zyxel
Group's business. For the time being, Zyxel Group's Board is composed based on the policy and targets set forth by
Zyxel Group. More information:

Achievement

One female director, representing 11% of the total
board members.
Two directors have a background in finance and

Target

At least one seat of female director
At least one director has a background in

finance and accounting accounting. v
! g One director serves on the Sustainability Development
?J!faaiita%ﬂﬁd'redor has a background in Committee, and another has a background in v
y sustainability.
Less than one-third of the board members Less than one-third of the board members also serve
also serve as company executives as company executives
Professional Knowledge and Experience
Gender  Education Operational ~ Accounting and Business Industry Intele\;national : Decision- Sustainable
- arket Leadership .
Judgment Finance Management Knowledge . Making Development
Perspective
Male Elegtron{cs
Engineering

Gordon Yang Director Member of Sustainability Guidance Committee pale MBA
Yuh-Long Chen Director - Male Electronics
. . g = Electronics
Ping-Chin Lee Director Male . .
Engineering
Wayne Huang Director Member of Sustainability Guidance Committee Male Elestron{cs
Engineering
. . : Member of Sustainability Guidance Committee "
Ping-Jie Chu Director Member of Zyxel Communications Female Finance
. . Independent Audit Committee Chair, .
Chin-Tang Liu director Compensation Committee Chair Male Accounting
Chin-Liang  Independent Audit Committee, | | )
Wang director Compensation Committee Male  Electronics
o . Independent Audit Committee, .
g L director Compensation Committee Male Electronics

Note: Independent Director Yi-Bing Lin assumed office in June 2024. Refer to the Board of Directors webpage in the Investors section of the Zyxel Group website



https://www.zyxelgroup.com/IR/ch/board.html
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.zyxelgroup.com/IR/en/board.html
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Courses related to maintaining the professional knowledge of directors are also conducted
irregularly. Zyxel Group will also provide relevant training information for reference from time
to time, and regularly evaluate the independence of certified accountants. At the same time,
courses related to corporate social responsibility are provided to help them understand the
trend of corporate governance and sustainable development. More information

Zyxel Group has established conflict of interest regulations in its Board of Directors' Rules of
Procedure and the Audit Committee Charter. Directors who have a conflict of interest with a
meeting agenda item, either personally or as representatives of a corporation, are required
to disclose the significant details of the conflict during the meeting. If the conflict could
harm the company's interests, the director must refrain from participating in the discussion
and voting on that issue, and must also abstain from acting as a proxy for other directors in
voting. If a director's spouse, a relative within the second degree of kinship, or a company
controlled or affiliated with the director has a conflict of interest with a meeting agenda
item, the director is considered to have a personal conflict of interest regarding that item.
The names of relevant directors, the key details of the conflict, and the recusal actions are
documented in the meeting minutes.

Zyxel Group has independent directors who, from an objective and impartial standpoint,
provide recommendations based on their expertise and experience. When the board
discusses any proposal, it should fully consider the opinions of the independent directors, and
the reasons or opinions for their agreement or dissent should be included in the meeting
minutes. This approach ensures the principle of conflict of interest avoidance and effectively
protects the company's interests. note: more information:

We have established the "Board Performance Evaluation Guidelines" to promote self-
motivation among board members and enhance the effectiveness of board operations. Each
year, we conduct performance evaluations of the board, individual directors, and functional
committees at least once. Every three years, an external professional independent
organization or a team of expert scholars executes an assessment. The board is responsible
for driving the practice of sustainable development within the company. It continuously
reviews implementation progress and strives for improvement to ensure the realization of
sustainable development policies. We present a sustainable development mission or vision,
develop policies, systems, or relevant management guidelines, integrate sustainable
development into our operational activities and strategic direction, and approve specific
implementation plans for sustainable development. We also ensure that the disclosure of
sustainable development-related information is timely and accurate.

The board of directors should oversee the company's implementation of sustainable
development, regularly review its effectiveness, and pursue continuous improvement to
ensure the enforcement of sustainability policies. This includes establishing a sustainability
mission or vision, formulating relevant policies and management guidelines, integrating
sustainability into the company’ s operations and strategic direction, approving specific
initiatives for sustainable development, and ensuring the timely and accurate disclosure of
sustainability-related information.

The Company's Chairman shall not serve as the CEO concurrently.

Convene the meeting with independent directors, independent auditors and
internal audit officers separately at least once per year.

Zyxel Group' s directors consist of professionals from diversified backgrounds,
including civil engineering, electrical engineering, management and finance, and
also include one female.

Each year, each reappointed director must participate in training courses related to
corporate governance and sustainable development for a minimum of six hours.
The Company perform the Board of Directors self-performance assessment
periodically each year, and appoint an external independent organization to
execute the external evaluation at least once per three years, the Company has
appointed KPMG Advisory Services Co. to execute the Board of Directors
performance assessment in 2021.

Five Aspects of Board Performance Evaluation
¢ Level of participation in company operations
¢ Improvement on quality of the Board decisions
¢ Board composition and structure
¢ Appointment of directors and directors’ continuing education.
e Internal control

Category Agenda ltem
ESG Report ESG Implementation Status in 2022
ESG Report ESG Annual Plan for 2023

Sustainable Management Stakeholder Concerns Survey Project Progress Report

Corporate Governance = Business Ethics Implementation Status

Board and Functional Committee Performance
Evaluation (Internal)

Intellectual Property Management Plan and
Implementation Status

Corporate Governance

Corporate Governance

Risk Management TCFD Report
Risk Management BCM

Information Security Information Risk Management

Climate Change Greenhouse Gas Inventory Progress

Climate Change TCFD Project


https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
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Audit Committee

. To improve corporate governance and solidify the Board’ s supervision
functions. The Audit Committee, acting professionally and independently, assist
the board in decision making.

. The Audit Committee shall be composed of the total number of
independent directors , who shall be no less than three persons, including one
convener, and at least one member who shall have accounting or financial
expertise. The Audit members shall hold the term of office for three years and can
be reelected for a second term of office.

. As required, the Audit Committee shall convene the meeting
at least once per quarter, and shall communicate with the internal auditing unit
and independent auditors thoroughly.

. Includes a review of Zyxel Group's internal control system,
financial statements, significant acquisition or disposal of assets, derivatives
trading, loaning of funds to others, making of endorsements or guarantees for
others, appointment, dismissal or remuneration of independent. Number of
meetings in 2023 / Average attendance rate: 4 meetings / 100% attendance.

More information:

Zyxel Group has established a "Compensation Committee" as an independent
body, holding at least two meetings annually to formulate compensation
policies for senior management. These policies are based on market standards
and management considerations, proposing compensation for the Chairman,
CEQ, and senior executives. After approval by the Compensation Committee,
these proposals are submitted to the board of directors for final approval.

The CEO's compensation is determined not only by individual performance but
also based on the company's operational financial performance, linking variable
compensation to financial metrics such as consolidated revenue, gross profit,
operating income, and the annual growth rate of operating profit margin.

To achieve long-term incentives that drive operational growth and
sustainability, the compensation policy follows the company’ s "General
Manager Performance Bonus Guidelines." This evaluates overall company
performance, contributions, team cohesion, future constructiveness, and social
responsibility. In 2019 and 2020, stock options were issued, and in 2019, a
Sustainability Committee was established to set long-term performance goals.
International sustainability indices, such as DJSI and MSCI annual ratings, are
incorporated into the performance indicators for senior executives, further
aligning their variable compensation with these metrics.

More information:

Variable

Compensation

CEO

Key Executives

Compensation Committee

To improve corporate governance, solidify the compensation system for
directors and managerial officers throughout Zyxel Group, make the enterprise
compensation system more transparent and impartial, and protect shareholders’
interest and right, Zyxel Group established the Remuneration Committee.

The Remuneration Committee members shall be nominated by the
Chairman and appointed upon resolution of the Board, consisting of three persons,
including at least one independent director who shall serve as the convener and
chairman of meetings.

The Remuneration Committee shall convene a meeting at least
twice per year and may convene meetings at any time whenever necessary.

The Remuneration Committee submit proposals to the Board of
Directors for discussion: Stipulate and review regularly the company action policies,
systems, standards and structures, and performance of directors and managerial
officers. Regularly review and adjust directors' and managerial officers' compensation.

Number of meetings in 2023 / Average attendance rate: 2 meetings / 100%
attendance.

More information

Performance Indicators

Annual growth rates of consolidated revenue, gross profit, operating income, and
operating profit margin

Category

Financial Returns

Risk Management: Identification and mitigation of high-risk projects.

RElale Femd Sustainability Indicators: Various sustainability development metrics and rankings

Indicators from sustainability indices such as DJSI, FTSE, and MSCI.
Management Stockholding Value as a Multiple of Fixed Salary
9.9
3.05

Note: This data pertains to senior executives in Taiwan

Note: Stockholding value is calculated based on the closing stock price on December 29, 2023
Note: CEO: (Year-end closing stock price x Number of shares held) / Base salary, Key Executives: [(Year-end closing stock price x Number
of shares held) / Base salary] summed across all key executives / Number of senior executives.

CEO Compensation to Median Employee Salary Ratio

CEO Compensation to Average Employee Salary Ratio

12.62 10.71

Note: The ratios represent the relationship between the total annual compensation of the CEO and the average or median salaries of

employees, calculated by dividing the CEO's compensation by the average or median employee salary.


https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
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Designated personnel handle shareholder suggestions or disputes and
engage Mega Financial Transfer Agency to assist with these matters.
Stock personnel monitor the situation of major shareholders and
disclose this information on the designated information disclosure
website of the competent authority on a monthly basis, effectively
managing the list of significant shareholders and ultimate controllers.
Meanwhile, a risk control mechanism is established with related
companies to formulate regulations regarding loans to others and
endorsements and guarantees, preventing potential financial
malfeasance and its cascading impact on related companies.

An Investor conferences is held every quarter, and the executives at the
management level directly explain the business overview, strategic
planning and future development to the investment corporation and
the media, and report the target plan and results of sustainable
development.

Open information on corporate operations and an inquiry/answer
mechanism are provided to investors on the company Web site. Zyxel
Group has designated a staff to collect and reveal corporate
information and a spokesperson to provide the information on the
company Web site for investors to inspect.

Zyxel Group website: http://www.zyxelgroup.com

Zyxel Group establishes an internal audit unit under the board of directors. In accordance
with the company's scale, business conditions, management needs and other relevant laws
and regulations, Zyxel Group has deployed several qualified and appropriate full-time
internal auditors and deputies.

The internal audit plan is a key work item of Zyxel Group's enterprise risk management. It
audits the operation of each unit and subsidiary and proposes improvement measures to
ensure the performance of enterprise operations.

 The internal audit unit considers the laws and regulations, establish internal audit
procedures, and audit the integrity and compliance of Zyxel Group 's internal control to
ensure the effective operation of the system.

« Zyxel Group carries out internal audits to assist the board of directors and mangers in
inspecting and reviewing defects in the internal control systems as well as measuring
operational effectiveness and efficiency, and makes timely recommendations for
improvements to ensure the sustained operating effectiveness of the systems and to
provide a basis for review and correction.

 The internal departments and subsidiaries of Zyxel Group conduct self-assessments
once a year in accordance with regulations, have its internal audit unit reviews the self-
inspection reports prepared by all departments and subsidiaries, and submit the self-
assessment reports, together with the reports on the correction of defects and
irregularities of internal control systems discovered by its internal audit unit, to serve as
the primary basis for the board of directors and the audit committee to evaluate the
overall efficacy of all internal control systems and to produce Internal Control System
Statements.

\\.‘ @
= | \
o= |\ |
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According to the 2023 consolidated income statements, the Company's operating
income totaled NT$ 30.38 billion; the gross profit amounted to NT$6.679 billion; the
gross margin was 21.99%; the operating expense came to NT$5.39 billion; an after-tax

profit of NT$1.356 billion was made; and the EPS was NT$3.38

(Unit: NT$ thousand)

Item 2020 2021 2022 2023
Net operatin
: = e 22,250,630 25,681,970 30,515,803 30,379,982
income
Gross profit 5,780,099 6,060,518 6,987,954 6,679,139
Net operatin

: - : 1,292,694 1,425,434 1,847,262 1,289,242
profit (loss)
Before-tax profit

: 1,175,888 1,438,064 1,992,303 1,556,690

(loss)
Consolidated net

i 831,001 1,095,459 1,626,931 1,355,592
profit (loss)
ltem 2020 2021 2022 2023
Return on assets % 4.84 546 6.95 583
FERLIT 1 S 2 10.69 1250 16.92 12.83

Operatin
Proportion pf't - 28.88 3142 46.16 31.48
rofi
to paid-in E ¢ brofit
et profi
capital % . 26.27 31.70 49.79 38.02
before tax

Profit margin % 3.73 4.27 5.33 4.66
EPS/NT$ 191 249 3.87 338

Type Total Payroll expense
Labor and health insurance expense
Pension expense

Other employee benefit expenses

total

3,649,928

361,950

191,743

140,325

Payments to the Government: The total consolidated income tax paid in 2023

was NT$ 457,041thousand

Production
Volume (thousand
units)
Broadband Equipment 17,998
Enterprlsg Networking 263
Equipment

Other 2,263

Total 20,524

Sales Revenue
(NT$ thousand)

19,473,189
302,721

1,576,257

21,352,167

Sales Ratio (%)

77.39%
13.13%

9.48%
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(Unit: NT$ thousand)

Zyxel Group adopts a sustainable development tax management policy, T 2020 2021 2022 2023
being a multinational telecommunications company, it actively monitors tax
regulations in various countries and periodically reviews its tax policies to Revenue 22,250,630 25,681,970 30,515,803 30,379,982
ensure compliance with local laws and regulations. orofit bef
.. rofit before tax 1,175,888 1,438,064 1,992,303 1,556,690
The CFO of Zyxel Group serves as the top decision-maker for the group's tax
policies. The accounting department is responsible for income tax reporting, Current income tax payable 156,038 263,925 417,471 394,726
and income tax declarations are processed only after appropriate approval. .
The accounting departments of subsidiary companies regularly report on tax Effective tax rate 13.3% 18.4% 21.0% 25.4%
management and results of each operational location to the management :
team, enabling the group's management to have a comprehensive Income tax paid s ajens b1 AL
understanding of the company's tax policies and execution status. To address Cash effective tax rate 5.9% 6.0% 15.5% 29 4%
tax risks arising from globally dispersed operational locations and the
compliance complexities of various regulations, we continuously update our Note: more information:
observation and assessment of relevant tax regulations. In addition to
internal training, we also engage external professional tax advisors, when
necessary, to assist in providing recommendations for significant
transactions to mitigate potential tax risks.
ltem Asia Europe Other Total
Operating Revenue 56% 31% 13% 100%
Profit before tax 116% 6% -22% 100%
Committed to comply with the spirit and contents of the tax laws and i
. . . Current income tax payable 92% 59 3% 100%
regulations in the countries where the company operates.
Committed to not transfer created value to low-tax jurisdictions. el ER el 74% 19% 7% 100%
Committed to not use tax structures that lack commercial substance. Note: Other Regions: United States, Brazil, and other countries

Committed to apply the Arm’ s Length Principle in transfer pricing.
The effective tax rate and cash effective tax rate for 2023 were 25.4% and 29.4%,

respectively, both higher than the average effective tax rate of 15.39% and average cash
avoidance. tax rate of 15.09% for the "Technology Hardware & Equipment" industry as reported by
the SAM CSA Companion.

Committed to not use secrecy jurisdictions or so-called "tax havens" for tax

The process for approving tax policies is overseen by the Board of Directors.


https://www.irpro.co/3704/financial/283/CH/20230511091125-2.pdf
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Zyxel Group actively participates in various industry associations and non-profit

organizations, focusing on areas such as industry development, technological

innovation, and corporate sustainability. Through these associations and activities, the

company gains the latest information related to the industry and technology, while

maintaining strong relationships with companies and organizations in relevant fields. .
Zyxel Group also ensures that its policies align with government public policies and the Industrial
positions adopted by its industry associations.

The company maintains open communication with its stakeholders and upholds a Development

politically neutral stance, refraining from engaging in political election activities or
making political donations. Zyxel Group has not contributed to any political
campaigns, public policy groups, or legislative organizations. In 2023, the company
paid a total of NT$ 845,647 in membership fees to industry associations and
organizations.

Technological

202 2021 2022 202 .
Category 020 0 0 e Innovation
Industry Associations or Non-
Profit Organizations Involvement 606,490 991,959 1,088,115 845,647
Interest Group Lobbying 0 0 0 0
Political Campaign
Organizations or Candidate 0 0 0 0
Donations Corporate
Other expenditures, such as 0
election or referendum spending E E ¢ Sustainability
Total 606,490 991,959 1,088,115 845,647

o]
L ]

-
|

«The Allied Association for Science Park Industries
«Taiwan Association of Information and
«Communication Standards

«Taipei Computer Association

» Telecommunications Industry Association
» THE BROADBAND FORUM

» Wi-Fi Alliance

» GLOBAL CERTIFICATION FORUM (GCF)
» HDMI Licensing

« VCCI Council

« Taiwan Institute for Sustainable Energy
+ CIO Taiwan

« Hsinchu City Human Resources Management Association
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Zyxel Group, based on the principles of integrity, transparency, and accountability, has established policies rooted in honesty and has implemented robust Corporate Governance
and control mechanisms to create a sustainable business environment. The Group has developed global standards applicable to all employees, business partners, and suppliers,
ensuring that the same standards are followed in work and business operations. This also guarantees fair and equitable treatment of customers, suppliers, and competitors.

For employees, the internal focus is on establishing policies and procedures that comply with the relevant laws and regulations, providing training, publicity activities
and declarations, regular risk assessments, and internal control and auditing. While the external focus is on using notification channels and whistleblower protection
mechanisms to protect third-party participants.

: We also extend Zyxel Group's integrity management concept to review and assist suppliers in ethical management so they can understand the core value of Zyxel
Group's integrity management and jointly establish sustainable business cooperation partnerships.

Major

Channels
Issues

Stakeholders

« Investor + Annual report

« Government : :
and Public Hearings
» Customer + Customer audit

- Supplier  Supplier survey

» Government Seminars

Performance

Actions .
Indicators

 Coordinate with legal advocacy
and related activities

+ Online course on legal regulations
for trade secret protection

» Require suppliers to sign a code of
integrity and ethics commitment

Completion rate

programs

ethics violations

The Company's management procedure for integrity management involves

. We observe business conduct requirements and the related laws and regulations of countries where we operate, map out policies and procedures, develop an assessment
mechanism for preventing the risk of unethical conduct based on the RBA's management systems and standards, and provide relevant dissemination and training courses to convey
the Company's ethical business values. A specific whistleblowing system is established accordingly and the whistleblowing email address and hotline are offered. The Company also
designates personnel to take in complaints and adopts whistleblower protection measures for preventive response.

Policies and Regulations

Comply with business conduct requirements
and the laws and regulations of countries
where the Company operates for integrity

mananamant

“Integrity Management Principle & Operating
Procedure and the Code of Conduct”
« Legal compliance
« Anti-corruption and anti-bribery
« Prevention of conflicts of interest
« Fair competition
« Protection of intellectual property rights
« Information security

-

Risk Assessment

Develop an assessment mechanism for the risk
of unethical conduct based on the RBA's
management systems and standards

Employees:
Moral Hazard Identification and
Assessment Form
Letter of Commitment to Business Ethics
Suppliers:
Code of Conduct for Supplierss
Suppliers' Letter of Commitment to
Integrity

of ethics training

Number of major

2023 target 2023 achievement Remedies
Require the course
>98% 97.7% X to be mandatory for
completion.
0 0 v =

Education and Dissemination

Convey the Company's ethical business
values

The Company's ethics-related policies are
available on the website

Ethics education and training every year
Trading Prevention Course every year

Goals
2024 2025 2030 SDGs
short-term  mid-term long-term
>98% >98% 100%

Number of major ethics violations: 0

Whistleblowing and Protection

Establish a specific whistleblowing system,
provide the whistleblowing email address and
hotline, designate personnel to take in

Stakeholder reporting and whistleblowing
procedures
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The team is a management organization
for business ethics and integrity management. It is responsible for coordinating the
development, monitoring and implementation of the Company's integrity management
policies and regulations, regularly reviewing the promotion of and compliance with the policies
and regulations every year, and making reports to the Board of Directors.

The Group's subsidiaries draw up their own operating procedures and codes of conduct in
accordance with Zyxel Group’ s policies, conduct internal implementation planning, organize
dissemination and training courses, assess risks, and provide whistleblowing channels.

The office assesses
moral hazards, monitors and audits the assessment process, maintains the whistleblowing
channels, and frames review and corrective plans.

 Every employee should comply with local laws, rules, and regulations while conducting
business.

« Our business partners must follow the regulations.

« All employees including top executives shall not engage, directly or indirectly, in any bribery
or other activities which may be construed as corrupt business practices.

« In all relations with governmental agencies, customers, and suppliers, we shall not, directly or
indirectly, engage in bribery, kick-backs, payoffs, or other activities which may be construed as
corrupt business practices.

 The involvement of personal interests in the Company’ s overall interests is prevented to
avoid conflicts of interest which may lead to the failure of the Company's personnel to handle
business matters in an objective and effective manner

The Company conducts transactions with customers in conformity with fair business,
marketing and advertising standards and adopts reasonable measures to ensure the safety and
quality of the goods or services provided.

» The employees shall not bring in business from customers by offering improper benefits and
shall be dedicated to improving the products and services that meet the requirements of the
customers.

« To respect the intellectual property rights of others, all our employees and senior
management shall ensure the confidentiality of the confidential information of the Company
and our customers.

|

« Information on the Company and our customers and suppliers shall be keep confidential
unless the Company is authorized or required by the laws to disclose the information.
« An effective mechanism shall be used to prevent improper use of the confidential information.

Zyxel Group's ethical policies and norms are based on the basic premise of
complying with business conduct standards and the relevant laws and
regulations where it operates, and implementing honest business operations.
The content covers: anti-bribery and corruption, prevention of conflicts of
interest, fair competition, intellectual property protection, and information
security.

The Board of Directors of Zyxel Group has passed the “Guidelines for Integrity
Management and Operational Procedures and Conduct” , which is formulated
in accordance with the Code of Integrity Management of Listed OTC Companies
and the relevant laws and regulations where the company operates, in order to
implement the integrity management policy and prevent dishonest behavior.

The Staff Code of Conduct stipulates the basic code of conduct and ethical
standards that all employees must abide by when performing their duties every
day and expounds and reiterates the company's existing concepts, values, and
spirit of relevant laws and regulations. The Employee Appointment Measures
clearly stipulate employees shall not accept bribes, commissions, etc., so as to
prevent employees from sacrificing the rights and interests of the company for
personal interests.

Business ethics and Integrity related norms:

Guidelines for Integrity Management and Operational Procedures and
Conduct

Procedure for Ethical Management and Guidelines for Conduct
Internal Procedures for Handling Material Information
Sustainability Development Best Practice Principles

Code of Business Conduct and Ethics

Stakeholder Appeal and Prosecution Guidance

Ethical Corporate Management Best Practice Principles

Fair competition Management Procedures



ZYXEL 2023 Zyxel Group Sustainability Report|39

G ROUVP

Zyxel Group has established an assessment mechanism for the risk of dishonest behavior
according to the RBA management system and specification. In addition to employees, we
also assess the integrity risk of external suppliers.

Zyxel Group uses the "ethics risk identification and evaluation form" to identify risks. We
require departments we identify as high-risk to fill in the business ethics checklist and sign the
business ethics commitment letter. The risk team will conduct an audit meeting for evaluation.

« Required to comply with the "Supplier Code of Conduct".

« Fill out the "Supplier Social Responsibility Assessment Questionnaire”. We conduct on-site
audits of suppliers using the "Supplier On-site CSR Assessment Checklist" as part of our due
diligence on behavior integrity. We also require suppliers to fill in the "Suppliers' Corporate
Social Responsibility Statement and Commitment Letter" and "Integrity Commitment",
promising to abide by the relevant anti-corruption business ethics regulations.

To guide Zyxel Group' s stakeholders to better understand our business ethics standards,
Zyxel Group has released our ethical related policies on the company website. We also
communicate our concept of business ethics through education, promotion, mandatory
online training courses, and various other communication channel and methods.

The annual online course covers five major areas: regulatory
compliance, avoiding conflicts of interest, information protection, intellectual property
protection, and fair trading. It communicates the company's business ethics principles. This
course is mandatory for all employees, including new hires who must complete it upon
joining.

To enhance awareness of insider trading, the
company offers an online course on insider trading prevention. Employees are required to
complete the training and pass an exam with a score of 80 or above to be considered
qualified. In 2023, 1,499 participants completed the training. The course content includes the
causes of insider trading, the identification process, and the legal responsibilities for

2023 Courses Trainees participants ~ Coverage%

Regulatory Compliance, Avoiding
Conflicts of Interest, Information

Business Ethics Protection, Intellectual Property 9,738 99.8%
Protection, Fair Trading, All
employee
Insider Trading Awareness of Insider Trading 1,467 95.3%

Prevention

Zyxel Group has established internal and external whistleblower mechanisms to combat
corruption. The cases handled by the personnel in charge will be transferred to the relevant
internal authorities.

The company website has a link to a mailbox for reporting corruption and/or misuse of
company resources. The anti-corruption review team will set up a case for each report and
create a file. All reports will be kept strictly confidential. Zyxel Group will take all necessary
steps to protect whistleblowers and those who are involved in the investigation from
retaliation or unfair treatment.

Formulate specific whistle-blowing systems, including whistle-blowing mailboxes,
dedicated lines, designation of whistleblowers, and measures to protect whistleblowers.

. Standardize all internal and external
reports, which are handled by the appeal review team, establish a case for each complaint,
and record or save it in writing, electronic files or system sign-off. Major violations found
after investigation shall be reported to the independent directors or supervisors by the audit
office, and appropriate rewards shall be given to the whistleblower upon verification. The
company shall handle the whistleblower case in a confidential manner, and handle it in a
prompt, fair and objective position, and make every effort to protect the absolute
confidentiality of the identity of the complainant or whistleblower.

Internal Stakeholders External Stakeholders

Human Resources Department Audit Office

Whistleblower email: Whistleblower email:
Material regulatory violation case 0
Incidents reported through the whistleblower system 0


mailto:Care.Unizyx@unizyx.com.tw
mailto:audit@unizyx.com.tw
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Zyxel Group includes the risk management in its business strategies and corporate culture, in order to manage the exposure of various potential risks and hazards to operations
and earnings. Through the top-down hierarchical organization, we establish systematic risk response policies and procedures in order to effectively identify, analyze and evaluate
risk management mechanisms, control various risks, and establish corresponding mitigation policies to effectively control the enterprise’ s risk, and mitigate the effects posed

by the risks to related stakeholders accordingly.

The ” are adopted by the board of directors as the highest guiding principle for risk management. Meanwhile, we have set up a risk
management policy group subordinated to the “Zyxel Group Sustainability Committee” , which establishes the corresponding policies and procedures in accordance with
ISO31000 Risk Management Guidelines, and is responsible for implementing the risk management policies authorized by the Board of Directors.

As the top guiding principle for risk management, the policy defines all types of risks
based on the Company's overall management policy to establish a risk management
mechanism enabling early identification, precise measurement, effective monitoring,
and strict control. In this way, we can prevent possible losses within acceptable risk
levels, respond to internal and external environmental changes, and make
continuous adjustments and improvements in order to boost the shareholders’
interests and the Company's value.

Board of

Directors
Board of Directors

| Audit
Committee

Sustainability Committee

Audit Committee Risk Management Team Internal Auditing

Office Inte.rr)al
Auditing
o i Office
Monitoring Execution Auditing
Risk
Management
Team

Departments/Plants

Departments
/ Plants

Awareness of risk management is required for Zyxel Group’ s business management
and must be ingrained into the management strategies and organizational culture.
Through systematic and institutionalized management and effective risk
identification, analysis, and assessment mechanisms, we can control risks, formulate
corresponding mitigation measures, and keep track of corporate risks in an effective
manner so as to mitigate the impacts of the risks on relevant stakeholders.

The Board of Directors serves as the top management and decision-making unit in the
risk management organization and reviews the risk management strategies as awhole
based on the overall business strategies and operating environment.

The "Audit Committee” subordinate to the Board of Directors is responsible for
reviewing the internal control system, ensuring compliance with related laws and
regulations, and controlling existing or potential risks to the Company.

The independent internal audit unit is responsible for internal auditing and control,
regularly reviewing subsidiaries' financial and operational aspects, and ensuring the
adequacy of internal control system design and implementation. It supervises internal
control, completes the annual audit plan, reports to the Board of Directors, and follows
up on subsequent improvements.

It formulates relevant response policies and procedures according to the ISO 31000
Principles of Risk Management and executes risk management policies approved by the
Board of Directors. A risk management meeting shall be held at least once a year to
report the implementation of risk management to the Board of Directors.

Each department, including Strategy, Finance, Legal, Information Technology, Human
Resources, Environmental Safety, Research and Development, Manufacturing, and Sales,
formulates policies to align with key strategic directions. Functional departments and
subsidiaries establish effective two-wav and horizontal communication mechanisms


https://www.zyxelgroup.com/images/esg/ZyxelGroup_Risk_Management_Policy_and_Procedure_Regulations_CH_2023.pdf
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The process begins by identifying operational and strategic objectives to
establish the focus areas for risk management. Risk trend reports are
reviewed to understand the opportunities and risks associated with industry
and economic trends. This is combined with the company’ s historical risk
records to identify and analyze potential risks that could impact operational
objectives. Through a tiered risk assessment process, plans and measures for
risk management are determined. Throughout the process, documentation,
communication, consultation, monitoring, and reviews are conducted.

A comprehensive risk survey is conducted every three years, while each
functional unit performs an annual risk review. This ensures the effectiveness
of risk identification, management, and control measures, aiming to prevent
operational and financial losses and to develop timely countermeasures. A
comprehensive risk identification survey was conducted in 2022, and a review
of risk management effectiveness was completed in 2023.

Verify the business and strategic goals

Zyxel Group and its subsidiaries conduct detailed risk identification through specialized divisions within
each functional unit. This process involves stress testing and sensitivity analysis to determine the impact
severity of potential risks. Cross-analysis is then performed to assess the likelihood of these risks
occurring, resulting in the calculation of risk values. Major risks are identified based on factors such as
previous occurrences, acceptable levels, and short-, medium-, and long-term impacts.

For identified risks, strategies are developed to mitigate, transfer, or avoid them. For significant risks, a
Business Continuity Plan (BCP) is devised, and scenario drills are conducted. In the event of emergencies
or major incidents, Zyxel Group activates a crisis management mechanism. Subsidiary General
Managers serve as commanders, assembling relevant units, forming functional teams, and devising
response measures. Communication is promptly issued to ensure transparency, allowing for the
continuous and effective management of corporate risks and the uninterrupted operation of the
business, thereby achieving sustainable development goals.

The company conducts an annual internal control self-assessment, evaluating the effectiveness of risk
controls against various risk scenarios within relevant units. This assessment also considers the impact
of external environmental changes and shifts in business models, ensuring ongoing supervision,
improvement, and risk management.

Control risk trends

Goals
Establish risk management as the focus and goal Review various risk trend reports to verify industrial risks and opportunities.
Risk identification Risk analysis Risk evaluation
Assessment ‘ « In a quantitative manner « Decide the acceptable risk level

Identify the potential risks to business
goals based on the risk profile.

» Conduct risk matrix data analysis on the potential frequency,
impact, and controllability of the levels of these risks.

« Comparison of acceptable risk level
and analysis results

Risk countermeasures

« Consider the feasibility, costs, and benefits
» Decide the risk treatment plan and policy

Risk rating management

« Low risks shall be controlled by various units.
« Moderate and high risks shall be included in the Company’ s management

Self-assessment on internal control

Effectiveness of risk controls

Supervision and improvement

The Sustainability Committee risk management group will continue to take
corrective actions.
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Zyxel Group proactively addresses the challenges posed by evolving risks. Based on factors such as geopolitics, economy, technology, environment, and society, the company has
identified 55 types of risks, including decision-making, economic, financial, cybersecurity, market, supply chain, climate change, and human resources risks. After assessing their
acceptability, 27 risk items were shortlisted. These risks were evaluated based on their impact intensity and likelihood of occurrence. Sixteen significant risks, with a risk value
greater than 9, were identified as having the potential to affect the company's operations, and Risk Management measures were implemented accordingly.

Zyxel Group has long been concerned with major risks such as financial risks caused by currency fluctuations, supply chain shortages, and information security risks arising from
increased digitization. The Group also refers to the Global Risks Report published by the World Economic Forum (WEF) and continuously identifies emerging risks that are expected
to have long-term impacts on business operations. This proactive approach allows Zyxel to closely monitor changing risk trends and develop appropriate response strategies.
According to the Zyxel Group has identified three emerging risks expected to arise in the next 3 to 5 years. These include customer concerns about
geopolitical risks, rising operational costs due to inflation, and increased customer demands for carbon reduction and the use of renewable energy. This has made the company's
need for renewable energy and carbon credits more urgent. Zyxel Group has analyzed the potential impacts of these risks and is actively taking mitigation measures to address
them.

Impact (L) Score
6
Very high 5
Environmental policy and yhe
market product . igh
regulatory requirements - Customer behavior changes Hig 4
competition _
5 e Gon [om-aEaen Information security attack Medium 3
: Exchange rate
products and services g Low 2
earthquake 1o . changes Raw material price fluctuations
. Network communication abnormality Very Low 1
4 Compliance
X Carbon tax  Economic deterioration in regional relations o
% The spread of Jcarbon fee N S Probability (P) Score
g_ 3 infectious diseases power outage geopolitics Business model changes Almost certain 5
= (67% > 99% probability of occurring)
= Leakage of Low carbon technology Likely \
< flood confidential information transition (51% > 66% probability of occurring)
o Possible
Typhoon damage Data system abnormalit
2 yp 9 BT W Y Y (33% - 50% probability of occurring) g
Unlikely )
(5% < 32% probability of occurring)
. . Almost impossible
fire
1 Credit (< 5% probability of occurring) i
debt management
Production equipment failure
0 Risk (R) = Impact (L) x Probability (P)
0 1 2 3 4 5 6 Very high 17-25
Impact strength High 9-16

Low 1~8


https://www3.weforum.org/docs/WEF_The_Global_Risks_Report_2024.pdf

ZYXEL 2023 Zyxel Group Sustainability Report |43

G ROUP
Aspect  Risk Category Description Potential Impact Measures Taken Correspondence
Emerging Risks (3-5 Years)
. . « Inresponse to geopolitical risks, customers In response to geopolitical risks, the company has
Ongoing tensions between the US are re%uesting E’?he l:cjompany to relocate eDstablﬁsheéi S produchcar:jsﬁe. Kets | db Corporate
e and China, worsening cross-strait production sites, leading to increased costs ee(\)/ec())lﬁiecals:{salzsegles D B (17253 NS IRt o)) Governance:
Risk relations, and the Russia-Ukraine associated with setting Up new production geop g D. Risk
ISKS war continue to challenge the locations. Management
global economy. * Geopolitical conflicts affect operations and :BCM
supply chain management.
Market intelligence and surveys are conducted to
" Global economic forecasts are Geopolitical conflicts may disrupt operations and anticipate and respond to market conditions.
Economic trending downward. sup|cl>oly chains. v A Production capacity is optimized, and relationships with
Risks customers and suppliers are strengthened in response to
the US-China trade war
+ Compliance with international net-zero goals
and environmental laws may require
Countries continue to set net-zero agJeUgtr:geg‘rﬁég.grrlogouncttr'glg Pr:gfgasssisée”ergy
i emission targets and revise WS, Gl 15 19| ! P . TP
Climate environmen?al Iaws. Customners compliance costs and risks. ‘ Identify climate change risks and opportunities, implement Sustainable
chgnge demand carbon reduction and * More resources are needed to invest in green risk m!t||g~at|on measures, and assess operational and eI
Risks adherence to international Eﬂrodgct development, increasing R&D costs. financialimpacts. L A Climate
initiatives. Green energy price + Meeting customers’ demands for carbon Set carbon reduction goals and strategies, initiate carbon change
fluctuations also cause uncertainty reduction and renewable energy usage may management, and implement solar power installations. 9
in carbon credit purchases. require higher expenditures. oo
* The shorta%e of renewable energy in Taiwan
increases the difficulty of achieving carbon
reduction goals.
Major Risks
; ; Currency and interest rate The company’ s high export ratio exposes it to . . .
Al el fluctuations affect global economic foreign exchange risks due to currency Morlntor market llnﬁ]orénatlon and exchange rate trends to 2023 annual
Risks development. fluctiations. implement timely hedging operations. report
Establish a cross-departmental "Information Security
Management Committee” chaired by the CEO and
appointed a Chief Information Security Officer to
c<|)|ord|nate information security policies and resource
allocation.
) ) Employees must complete annual mandatory gorporate E
c fthreats f System anomalies and cyber-attacks may disrupt cybersecurity courses and undergo irregular'e-mail social ~ P2VEANCE: t.
hovers arange o tlireats rom k operations, Ieadmg to financial losses. engineering drills to enhance Cybersecunty awareness and Securit
Cyber- uman_erkro_r t(‘i\ rga éjoou%attai’:1 S. vigilance. . . . Mana )ément
security ngor s SI'(nC ets | ata breaches, Implement SBOM (Software Bill of Materials), engage in 9
Risks Syl alttic S souha e_ngllneerlng, CMMC 2.0 certification, and evaluate the adoption of the
|nt§rna t rleg_ts, [Pyt SE(_chjJI’Ity, NIST CSF maturity assessment framework to strengthen
and natural disasters or accidents. defenses across six dimensions: governance, identification,
protection, detection, response, and recovery.
) ) Implement data classification, define roles and responsibilities, gg(/%%:tﬁce. E
Confidential data leaks, ransomware, deepfake  and utilize Data Loss Prevention (DLP) solutions to prevent rETE
scams. gnsafe orimproper sharing, transmission, or use of sensitive Security
ata.

Management


https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf

ZYXEL 2023 Zyxel Group Sustainability Report |44

G ROUVP

Aspect

Market
Risks

Supply
Chain Risks

Climate
Change
Risks

Human
Resources
Risks

Risk Category

Description Potential Impact

Changes in customer preferences
may lead to different
considerations when choosing
products or services.

The inability to respond to market demands
in a timely manner may impact company
revenue.

Easy access to low-cost product
technology affects market prices.
Increased demand for technology
integration in the market.

Changes in market competition,
leading to the redistribution of
customers and markets

* Increased global or regional
sustainability awareness has
led to different considerations
for customers when choosing
products or services.

* Demand for products with low
consumption rates and those
made from recycled materials
is rising.

High-energy or high-emission products
and services face obsolescence due to
misalignment with market demand.
Designing green products incurs
additional costs, leading to higher overall
product prices.

Supply shortages, delays, or
interruptions in the supply of
critical raw materials and
consumables.

Affects delivery timelines.

Fluctuations in raw material prices
due to changes in market and
international economic conditions.

cost increase

The company has consistently
designed products with energy-
saving and carbon-reduction
features, improving production
processes.

Climate change may necessitate innovative
processes, service delivery changes, or
financial expenditures under current
conditions.

Intense competition in the labor

e e el e s Inability to recruit talent promptly may

impact business development and lead to a

Industry changes and economic loss of competitive advantage.

conditions cause talent mobility.

Measures Taken

Correspondence

Monitor market trends, understand customer needs, and

proactively develop new products and core technologies.
Invest in related technology R&D, increasing capacity and
investment in innovation.

Prioritize staying attuned to market trends to meet customer
needs and improve satisfaction.

Establish a "Project Risk Management Policy" to implement
Risk Management plans during new product planning,
ensuring timely risk management in product development.

Stay abreast of green product market trends, understand
customer needs, and proactively develop new products and
core technologies.

Develop green product technologies to reduce power
consumption or standby energy use.

Establish sustainable supply chain partnerships.

Diversify risk management based on supplier production sites.  Partnerships:

Actively develop new material sources to avoid reliance on a B. Supplier
few suppliers. Management
Establish safety stock levels.

Establish a Raw Material Price Risk Management mechanism.

Implement group-based procurement to enhance raw material .

: : g Value Chain:
supply chain management, adapting to macroeconomic B. Supolier
EETEES: Manspement
Conduct market intelligence gathering or surveys to 9
understand market conditions and respond proactively.

Use recyclable materials in products.
Automate production processes. Sustainable
Prioritize energy-saving targets for high energy-consuming, Products
low-efficiency equipment.
Friendly
Workplace
Implement effective human resource management A.Diversity and
mechanisms and performance evaluation processes. inclusion

Recruitment
B. Human Capital
Development

Strengthen talent recruitment and training channels.


https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
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3. Business Continuity Management (BCM)

To ensure that Zyxel Group maintains operational resilience in the face of various threats that may cause disruptions, and to ensure that business, production, and management
activities continue uninterrupted, thereby safeguarding the interests of the company and its stakeholders, Zyxel Group implements operational continuity management and
planning to minimize the impact of disasters.

Zyxel Group has established the "Operational Continuity Management Guidelines" and formed an "Operational Continuity Management Team." Each subsidiary has set up an
execution team that develops risk-based Business Continuity Plans (BCPs) according to the company's operational risk analysis. The company conducts drills for specific risk
scenarios each year and makes improvements and follow-ups, embedding operational continuity into its daily operations and management processes.

| BCM Policies | BCM Organization - BCM Committee SO Commitias

The Group's Chief Sustainability Officer serves as the

) o . hief d
"Operational Continuity Management Committee” crietcommander

®  Ensure operational continuity

®  Reduce the impact of Head, with the General Managers of each subsidiary General Convener

operational disruptions acting as the Chairpersons. They oversee the execution General Manager of Subsidiaries
®  Protect information, assets, and anld oper(;atlon of their resze.ec.tcljvecejs.ub&dlarles. The I

relevant departments are divided into seven main . .
personnel safety . . Capacity Allocation Team
o I groups: Capacity Allocation Team, Emergency Response U7 N IS I pacity
®  Minimize property loss Team, External Services Team, Production Operations Manufacturing plant, materials Manufacturing plant, materials
®  Comply with regulations Team, Logistics Support Team, Technical Support Team, Factory affairs, environmental safety Production
. . and Facility Recovery Team.
®  Enhance operational resilience y y |
®  Safeguard stakeholder interests Services Logistics Production Technical Support Team Facility
- Order, Delivery Process Quality Industrial Engineering Facility
ales Import and Export Production Testing, Information Technology Management

| BCM Process

In accordance with ISO 22301 for Business Continuity Management Systems, we have established a Business Continuity Management (BCM) system. This involves
conducting operational risk impact analyses, establishing standards and forms based on the implementation framework, and developing Business Continuity Plans (BCPs)
for operational disruptions. We have also established procedures for incident response, crisis communication, business continuity, and recovery. Additionally, we simulate
business disruption scenarios each year based on operational conditions, conduct drills, review results, and make improvements and follow-ups.

. Scenario Exercise

+ Risk Assessment « Business Continuity - BCP » Conduct BCP Scenario
+ Business Impact Analysis Management Standard + Management Flowchart Exercise

(BIA) » Exercise-Related « Plan Annual Exercise
+ Top 10 Threat Event Standard Form Program

Ranking
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| Business Continuity Plan (BCP)

In 2023, experts were invited to review the company's current operational continuity management measures, engaging in discussions and
revising existing processes through training sessions. The risk analysis revealed that supply chain disruptions and production interruptions are
the two major risk events impacting operations in recent years. Zyxel Group's subsidiaries have developed Business Continuity Plans for both
supply chain disruptions and production interruptions. Drills were conducted for scenarios involving supply chain disruptions, as well as wars
and fires that may cause production interruptions. The company has established an operational continuity management system, developed a
comprehensive crisis management and disaster response mechanism, and planned to conduct regular drills and improvements annually,

integrating operational continuity into daily operations and management processes.

War Tabletop Exercise Record Form

BCM plan trainina

Fire Tabletop Exercise Record Form

Facing the threat of war and economic blockade, Taiwan has initiated offsite

Scenario contingency plans by establishing backup site.
Recovery
Objectives clieits
1. Due to the inability to restore production capacity within 6 months, the
Business Continuity Planning (BCP) is activated by the BCM Committee
2. Material Transfer Plan
3. develop recovery plan
4. Notify customers of the transfer of orders to the backup site and provide the
estimated updated delivery dates
Process
— 3

"\ ’ : % = e

Improvement Sales performance assessment and production scheduling are divided by customer,

Results accelerating the generation of reports.

Scenario

Recovery
Objectives

Process

Improvement
Results

Due to an electrical fire, the packaging department's production activities at Hsinchu
site were interrupted.

3 months

1. The safety department reports to the relevant units, extinguishes the fire, conducts
damage assessment, and informs the capacity adjustment team.

2. The capacity adjustment team evaluates the situation and determines that the
production interruption will last more than two weeks, reporting to the convenor.

3. Due to the extent of the damage, which cannot be repaired within two weeks, the
Business Continuity Management Committee decides to activate the BCP.

4. Plant operations, IT, and production lines conduct an inventory, report the damage,
recovery methods, and estimated recovery time.

5. A temporary production line and production process system are established.

6. The sales department informs the customer and updates the delivery date.

-k ! \ v \ >
Enhance the speed of emergency communication between reporting personnel and
relevant units.

Information Security Backup and Disaster Recovery Drills

in critical situations. More information E. Information Security

Zyxel Group conducts annual disaster recovery simulation drills for critical application systems as part of its information security management. The company defines the
maximum tolerable data loss time (RPO) and maximum tolerable downtime for information services during a disaster, ensuring the company's capability to respond effectively
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Zyxel Group is committed to optimizing cybersecurity, driving digital transformation, and creating a trustworthy and secure online world through technological innovation and
close collaboration with key partners. As a major network communications company with information security software and hardware equipment and technical capabilities, we
have an extensive and diverse information security solution portfolio and have obtained ISO 27001 information security certification in the face of increasingly severe information
security threats. We continue to strengthen the integration of network and information security, ensure product information security, and at the same time enhance employee

information security awareness, evaluate supplier information security, and protect the intellectual property security of customers and partners.

Zyxel Group' s security policy sets information security management regulations, guidelines, standards, rules, and codes of conduct to achieve our information security
goals, ensuring the effectiveness of Zyxel Group' s information security practices. We formulated information security management policies and codes of conduct including

"Network Security Management Measures

"o

accordance with the ISO 27001 international standard.

, "Software Asset Management Measures”, "Personal Computer Equipment Services and Management Measures", and others in

Company employees, subsidiaries of online operations, and manufacturers providing information services get notified of the relevant security management information in
writing or electronically.

Goal

Implement
sustainable
management

Major
Issues

Operational Impact

Ensure the confidentiality
of information assets to
comply with regulations
and gain customer trust

Actions

Identify cybersecurity risks to
prevent security incidents

Enhance employees'
information security
awareness and knowledge

Performance

Indicators A IEI
Completion rate of
information security >99%
training courses
number of major 0
security incidents
annual I1SO 27001 Obtained
certification every year

e —

| '}
.

0
M

2023 Achievement

100% %
0 \
Obtained %

(®
e

Goals
2024 2027 2030
short-term mid-term long-term
>98% >98% 100%

Obtained every year

Jo
v

c
e d |
) " 4

SDGs

O 00

D
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| Information Security Organization

Dedicated Information Security Organization: Zyxel Group has a dedicated Chief
Information Security Officer (CISO) responsible for coordinating information security
strategy planning. In 2014, the company established an information security
organizational framework based on ISO 27001 and formed a specialized Information
Security Team under the leadership of the CISO. This team is responsible for
formulating information security strategies and objectives, monitoring security
incidents and activities, executing various information security tasks and projects,
and conducting information security awareness and training programs.

Direct Subordination to the Chairman’ s Office: In response to the escalating threats
in information security, the "Zyxel Group PSIRT Committee" (Product Security
Incident Response Team, PSIRT) operates under the "Information and Product
Security Management Division." This division comprises the Information Security and
Product Security Management Departments, both of which are directly under the
oversight of the Chairman's Office. They are responsible for continuous monitoring
of potential external threats and providing immediate responses to security issues.

Monitoring by the Board of Directors: The implementation of information security is
reviewed regularly on an annual basis. Management review meetings are also held in
an effort to unceasingly promote and improve he information security management
system. With the aim of ensuring the continuous and effective operation of the
internal information security management mechanism, a report on information
security work plans and their implementation is made to the Board of Directors at
least once a year.

Information Security Organization

Chairman Office

Information and Product Security
Management Division

Product Security
Management Dept.

Information Security
Management Dept.

| Information Security Workforce and Investment

Zyxel Group has departments responsible for information and product security,
which were formed in 2017, as well as 20 independent information security
personnel, of which 40% are senior employees and 60% are newbies. Among the
personnel, 8 have acquired professional information security certificates (1ISO27001
Lead Auditor, CTIA (Certified Threat Intelligence Analyst) Certificate, CEH (Certified
Ethical Hacker) Certificate, TCSE (Trend Certified Security Expert), CCNA (Cisco
Certified Network Associate)). On top of that, continuous efforts have been devoted
to ensuring our products acquire the information security certification of BSI Bund.
Through technology utilization and the identification of information security risks
and deficiencies, we can enable effective intensification, develop comprehensive
information security protection capability, and build a rigorous and effective
information security protection network.

To enhance the company’ s capability in detecting and responding to cyberattacks,
we participated in the "2023 Corporate Cybersecurity Exercise" hosted by
TWCERT/CC. The exercise simulated internal penetration by hackers using social
engineering techniques. The company successfully detected the hacker's activities
and implemented countermeasures to block the attack, ensuring continuous and
uninterrupted operation of its information systems.

The company also supported its products in obtaining cybersecurity certification
from the German Federal Office for Information Security (BSI_Bund). By leveraging
advanced technology, the company identified information security risks and
vulnerabilities, effectively enhancing its cybersecurity defense capabilities.

Information Security Committee

Chairman Office

Chief Information
Security Office

Information Security
Audit Team

Information Security
Representative

Product Security Incident
Response Team

Information
Security Team
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| Information Security Management Framework

In order to strengthen information security management, Zyxel Group has set up a safe and reliable digital operation platform to ensure the sustainable operation of data,
systems, equipment, and networks. We have implemented security control mechanisms for data processing, transmission, and storage while taking information security and
work efficiency into account. We have set up a complete information security management framework, with governance, promotion, and inspection as the three management
directions. As part of our information security policy, we raise awareness about information security and undergo and pass ISO 27001 information security certification audits
regularly to ensure our compliance measures and track improvements.

Policy Development

* Establish company information
security policies

* Develop internal information
security operational management
guidelines

Conduct operational impact analysis on a
regular basis.

* Regularly drill the disaster recovery plan.

* Implement improvement measures and
track progress.

* Promote information security

. N : olicies and provide employee
* Real-time threat situation awareness Information ’l?railnilng provi ploy
. R?gulartrusk asseisment of Security « Conduct irregular social
information asse.s System engineering exercises
* Conduct regular internal/external
audits .
Review Promote Compliance Assurance
* Comply with GDPR, ISO
Incident Handling 27001:2022
* Cybersecurity incident reporting, ¢ Adhere to relevant domestic and
response, and resolution international regulations

* Meet customer requirements
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The company’ s information security management encompasses four
major control measures to prevent data misuse, leakage, alteration,
and destruction due to human error, deliberate acts, or natural
disasters. These measures address various risks and hazards that could
impact the organization:

Organizational Control Measures

Personnel Control Measures

Physical Control Measures

Technical Control Measures

Zyxel Group has established an information security management
system (ISMS) compliant with the international standard ISO/IEC
27001:2013 (including the national information security system
standard CNS 27001:2014). The information security management
system has acquired the information security management certificate
and passed regular audits for six consecutive years since its first
introduction and certification in 2015. Continuous information security
management, the acquisition of the certificate through re-evaluation
on a triennial basis, and the execution of regular audits in between
ensure the unceasing improvement and optimization of our
information security management and technology.

Zyxel Group Information Security Team has formed a security
operations center (SOC) and built a safety intelligence database
through data collection and big data platforms. Multi-dimensional
association analyses are conducted in combination with user and
entity behavior analytics and machine learning to detect information
security incidents or anomalous connections. A real-time early
warning mechanism is also in place to have a timely grasp of internal
and external information security threats, deal with relevant incidents
immediately, and minimize damage to information security.

To ensure the confidentiality, integrity, and
availability of all information, Zyxel Group passed
the BSI verification agency review in 2015 and
obtained the ISO 27001:2013 international standard
certification. Zyxel Group continues to implement
the PDCA (Plan-Do-Check-Act) Management spirit,
continuous improvement of information security
management and technology, to ensure the security
of customer data.

We follow the ISO 27001:2013 version of the
standard requirements to establish various
management documents, conduct annual inventory
and updates of information assets, and perform risk
assessment, operational impact analysis, disaster
recovery drills, account permission checks,
vulnerability scans, penetration testing, and social
networking  engineering  drills  for  various
information security tasks. We perform internal and
external audits regularly every year, and hold
management review meetings to continuously
implement various information security policies.

. bsi X
bsi. ) &%
Certificate of Registration

INFORMATION SECURLTY MANAGEMENT SYSTEM - IS

- 15622420

To grasp the strategic adjustments and enhancement trends of the company's overall information
security defense system each year, Zyxel Group introduced the NIST Cybersecurity Framework (CSF)
maturity assessment mechanism in collaboration with third-party professional consultants starting

in 2023.

This assessment evaluates the overall information security maturity based on five key indicators:
Identify, Protect, Detect, Respond, and Recover. The process involves continuously collecting data
on the company's current information security management and control status and the state of its
security frameworks and policies for each horizontal evaluation item within the NIST CSF.
This enables the management to identify areas in information security management operations
that can be further improved and adjusted, allowing for a swift response to information security
policies and establishing an efficient organizational communication interface.
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To assure the sustainable business operations and prevent our important information
systems from leading to the risk of unsustainable services due to major disasters or
incidents, the Company regularly conducts information security risk assessment to
adjust our sustainable management policies, reviews laws and regulations, and
evaluates and revises the internal information security regulations in order to ensure
their legal compliance and effectiveness.

Our employees also participate in information security awareness campaigns, education
and training as well as social engineering exercises to raise their information security
awareness and make sure that the concept of information security is ingrained into their
routine at work. Information asset risk assessment, internal/external audits, and backup
system switchover drills for keeping our information systems essential to the business
running are implemented periodically to analyze operational impacts, carry out disaster
recovery drills, perform improvement measures, and keep track of and evaluate the
improvement on a regular basis.

In accordance with the information security incident management guidelines, the
information security organization works to ensure the operational and systematic
processes of reporting, categorizing, grading, processing, tracking, and analyzing
statistics for the company's information security incidents.

When information security incidents occur, swift notification and responsive actions
are taken to restore normal operations of various business functions as quickly as
possible. Adopting advanced persistent threat (APT) monitoring and security
operations center (SOC) operational mechanisms, in collaboration with external
cybersecurity experts, the Information Security Operations and Response Team rapidly
assesses information security alert notifications and incident intelligence, thereby
enhancing and expediting the detection and response mechanisms.

Zyxel Group conducts regular disaster recovery drills every year to ensure the company's
ability to respond effectively during critical moments. The recovery mechanisms we
employ in the event of a disaster swiftly restore business operations to a normal or an
acceptable level, enabling essential application systems to continue functioning and
ensuring uninterrupted business operations.

Backup administrators perform data recovery tests at least once a year. In 2023, 15
backup storage devices were selected for recovery testing across 6 key application
systems, resulting in the successful recovery of the backed-up data.

The results of the 2023 disaster recovery drill revealed that the maximum tolerable data
loss time in the event of a disaster (Recovery Point Objective, RPO) is 5 hours.
Additionally, the maximum acceptable information service recovery time following a
disaster (Recovery Time Objective, RTO) is 20 hours.

The results of drills in the past three years have all achieved the company's set
objectives. Detailed statistical data is provided in the following table.

Goal 2021 2022 2023
A critical annual practice involves RPO <= 10 hrs. 8 hrs. 9 hrs. 7 hrs.
conducting disaster recovery
simulations for key application
systems to ensure uninterrupted
RTO <= 24 hrs. 24 hrs. 21 hrs. 19 hrs.

business operations.

Notel : RPO: Recovery Point Objective
Note2 : RTO: Recovery Time Objective

2 social engineering drills are implemented for information security education and
awareness-raising to intensify our employees’ awareness of information security and
avoid email scams.

To improve the employees’ cognitive ability for information security, enhance their
information security awareness, facilitate all personnel's understanding of the importance
of information security, provide them with knowledge of all potential security risks and
response approaches, and thereby maintain overall information security, an internal
information security website, “Information Security Website” , is built to offer real-time
information security news to the employees.

Online required information security courses covering information security policies and
usage guidelines are completed. All our employees are required to complete information
security courses for personnel at different levels, allowing them to become aware of the
importance of information security and any potential security risk, improving their
information security awareness, and ensuring their compliance with related information
security regulations.

2023 Information Security Courses: “Introduction to Cybersecurity," "Windows Security
Protection,” and "Email Social Engineering and Protection.” A total of 5,227 participants
attended these courses, with 4,705.5 training hours logged and a 100% completion rate.
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Network
Security

Device
Security

Application
Security

Data
Security

* Received the 2023 TCSA Information Security Leadership Award.

» From 2021 to 2023, no major cybersecurity incidents occurred, nor
were there any cases of confidential information leakage affecting
customer or employee personal data, resulting in fines.

North south and east west firewalls and network control have been
reinforced to prevent virus attacks from spreading.

Continuously adopt advanced technology for computer scans and
system/software updates.

Continued monitoring of 10 sets of network risk factors, maintaining an "A"
security rating.

Ongoing monitoring of domain security maturity, maintaining a maturity
level of 3.

Operated the security monitoring center, continuously enhancing threat
detection capabilities, ensuring swift and effective incident response, and
minimizing damage and recovery time.

Network visibility has been improved to identify and control network
connected devices.

Multi layered endpoint information security protection programs have been
used to strengthen the detection and response to unknown attacks.
Regular vulnerability assessment was performed for devices in internal user
network segments on a weekly basis.

We established safety framework design principles and carried out source
code security testing and product safety verification to integrate product
design with information security.

Regular vulnerability assessment was performed for systems and devices in
the internal host network segment every week. Cyberspace security
services were used to assist in external automated risk exposure evaluation
to reinforce software asset and safety control.

The classification of confidential documents, authority control, and data
backup and protection have been further ensured.

The Company introduced document and data encryption as well as
effective track records.

Education
and Training

Awareness
Promotion

Operational
Impact
Analysis

Disaster
Recovery
Plan

5,772 employees participated in information security education, training and
tests, with a training completion rate of 9 9.62 %. All participants passed the
tests.

» An email based social engineering drill was conducted on a half yearly basis.
High risk employees identified in the drill received reeducation and retraining
for information security to boost their information security awareness and
vigilance.

Published guidelines and regulations for using ChatGPT, encouraging
learning and understanding of Al-assisted design features and applications.
An internal information security website was built to provide information
security policies and share new information, thereby increasing information
security risk awareness.

Backup system switchover drills for keeping our information systems essential to
the business running were completed.

In response to the impact of COVID-19, we used highly secure equipment,
adopted a multi-factor authentication mechanism, and regularly reviewed the
authorization status to further secure the information system services and
network connections, enabling the employees to work from home.
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In an effort to monitor potential external threats
continuously and cope with security issues immediately,
Zyxel Group has formed the “Product Security Incident
Response Team” (PSIRT). The team maps out and
executes product safety control measures, identifies
procedures and guidelines required to be improved
together with our product safety representatives, and
makes flexible and continuous revisions. It has
established safety framework design principles and
carried out source code security testing and product
safety verification to solve root problems and integrate
product design with information security.

In June 2021, joined as a NIST CNA number
administrator and became a member of the MITRE
Common  Vulnerabilities and  Exposures (CVE)
Numbering Authority (CNA). We evaluate the risk and
impact of reported vulnerabilities to ensure the accuracy
and consistency of CVE information. In February 2023,
we were assessed by NIST CNA and achieved
Contributor level

Not only can we independently manage and analyze
product vulnerabilities, but by gaining international
membership, we leverage external constraints to
accelerate the internalization of product security. This
helps expedite the practice of Security by Design,
ensuring that the development process adheres to
security design principles. This approach protects Zyxel
Communications' information assets from various
internal and external risks, ensuring the confidentiality,
integrity, and availability of the company's information
security management system.

With the evolution of network technology and the growth of market demand, Zyxel Group actively develops
various network technology and other products. In order to maintain Zyxel Group's competitive advantage in
innovative technology capabilities and protect the interests of all stakeholders, we prioritize the protection and
control of intellectual property and confidential information.

Zyxel Group has developed intellectual property management strategies and established a mechanism to
improve the advantages and value created from intellectual property. Zyxel Group’ s "Procedural Management
Guidelines for Intellectual Property" were formulated to set up the management objectives, application policies,
and management maintenance of intellectual property rights. Zyxel Group has also adopted the Taiwan
Intellectual Property System (TIPS) to strengthen Zyxel Group's intellectual property management system and
enhance Zyxel Group's competitiveness.

Zyxel Group attaches great importance to the development of various types of patents, and enhances Zyxel
Group's competitiveness in intellectual property through the strategies of education, a rewards system, and a
talent training management system.

. Zyxel Group formulated the "Employee Creative Invention Proposal Reward Guidelines" and related
patent invention bonuses to encourage R&D colleagues to actively engage in innovative R&D, provide creative
proposals, apply for patents, and continue to accumulate patent rights, copyrights, trademark rights, trade
secrets, and professional technique intellectual assets.

. The "Valuable Patent" course is held, with business and product managers and R&D colleagues as the
main teaching target, to introduce the definition of valuable patents and Zyxel Group's patent proposal
application process and improve the quality of patents.

We also request our suppliers to protect intellectual property and specify in the procurement contract with them
that the subject matter delivered by the suppliers shall not infringe the patent right, trademark rights, copyright,
or the rights of others.

To accumulate our R&D capacities, new employees are required to take courses on intellectual property rights.
These courses cover an introduction to patent systems and the prevention of rights violations and focus on
intellectual property management training. The Company promotes the responsibility and obligation to protect
intellectual property with the employees and adopts non-disclosure agreements for the protection of the
intellectual property.

All our employees must also complete our CSR courses involving the protection of intellectual property rights
every year. They are required to maintain the confidentiality of the confidential information of the Company and
customers, are obligated to protect the information, and shall not communicate or obtain such information for
internal and external individuals, companies or organizations unauthorized to access it.
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| Value Chain

A. Customer Relation

B. Supplier Sustainability




ZYXEL 2023 Zyxel Group Sustainability Report |55

G ROUVP

A. Customer Relation

a N

Customer Service Policy Customer Service Commitment

Zyxel Group is devoted to listening to the voice of customers, creating values We Off?f innovatiye design, manufacturing an(_j sewice_s and deliver
competitive and high-quality products and services in time to ensure

customer satisfaction.

with service quality, and satisfying the customers’ needs. The customers’
complaints are always prioritized. We take the customers’ critiques and
suggestions on the chin with a proactive and ethical attitude and strive to

improve our product and service quality. \\ /

Goals and Achievements

Goals
Major Issues Operational Impact Actions Performance Indicators 2023 Goal 2023 Achievements SDGs
2024short-term  2027mid-term  2030long-term

Maintain smooth and

effective Cu§tomer satisfaction: MitraStar>9.0  MitraStar 9.64 MitraStar>9.0 MitraStar>9.0 MitraStar>9.5
] ] ication with (MitraStar perfect 10/10 - Zyxel Zyxel vV Zyxel Zyxel Zyxel
Customer  Customer satisfaction ~ communica Zyxel Networks 5/5) Networks>4.3 Networks 4.84 Networks>4.3 Networks>4.3 Networks>4.5
Relationship ~and trust can be built ~ customers
Management for higher profits Implement the ) fdential
customer information Bl Qo cideligy >95% 97.7% v >95% >97% >99%

protection mechanism Training Coverage Rate

1. Protection of Confidential Information

With the aim of protecting the interests of all stakeholders, Zyxel Group highly values the protection and control of confidential business information. Hence, the Company has
developed the “Management Guidelines for the Classification of Confidential Documents” to specify appropriate methods to keep confidential documents secure and related
protection measures and thereby facilitate the management of the Company’ s business secrets and internal confidential documents.

When entering into a contract with a third party, we request it to observe the information confidentiality rules and explicitly state that both parties shall be responsible for
keeping the confidential information of the opposing party known or held thereby for performing the contract confidential and shall not divulge the confidential information of
the opposing party to others, provide them with the information, or assist them in obtaining it, in any form. Both parties shall perform necessary measures to prevent the
confidential information from being stolen or divulged, including reasonable measures for ensuring that employees having access to the confidential information of the
opposing party do not disclose it.
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2. Customer Communication Platform

Zyxel Group' s subsidiaries have built their own customer relationship management
systems to offer timely, effective, high-quality and interactive information exchange and
problem-solving services to customers. The distribution partners of Zyxel
Communications across the world serve as the best platform for us to communicate with
global customers. We not only organize activities with the distribution partners to share
product planning and after-sales services, but also provide online training courses and
training completion certificates to allow the distribution partners to offer customers
timely local services with higher quality.

| eITS Customer Service System:

Zyxel Group’ s professional customer service team uses an elTS system to provide
product consulting services, problem-solving solutions, software updating information
and product documents, product education and training courses, and education and
training platforms for large brand customers to help boost their technical service
capabilities for new products. Our elTS system enables the tracking and management
of the progress of all customer support tasks.

| Customer Complaint Platform:

Our customer service system also provides a customer complaint platform to handle
customer complaints. In 2022, no material customer complaints were received via the
platform.

| Customer Service Knowledge Platform:

To equip our customer service personnel with more comprehensive professional skills,
a customer service knowledge platform has been built to gather technical product
information, problem-solving records and other information for the personnel’ s
reference and for the inquiry of our front-line employees or partners. -

| Social Media Platform:

Enables users to interact and share knowledge and experiences. Offers features
including a knowledge base, frequently asked questions (FAQs), and discussion forums.
It provides users with an individual learning and communication platform while also
offering us a swift means to receive feedback and enhance our products.

ZYXEL

Zyxel Offers Complete Nmorkmg Solutions
accest ent

3. Customer Satisfaction Survey

We focus on the R&D and OEM of network communication technology and products and
spare no effort to have a grasp of the needs and expectations of large brand customers.
Our Customer Service Department is responsible for looking into, gathering data on, and
analyzing customers’ satisfaction with its after-sales services according to the ISO9001
procedures every year, notifying relevant departments of customer feedback for
improvement and review, and informing the customers of the improvement.

Customer satisfaction surveys are conducted mainly by sending questionnaires to
customers by email. The department has interviews with the contact persons of the
customers, if necessary, after the initial analysis to ensure the correct interpretation of
customer feedback.

Our subsidiary, Zyxel Networks provides high-quality products and services to small and
medium-sized enterprises, along with real-time technical support. In 2023 Zyxel
Networks achieved a 98.9% customer online system issue response rate and delivered
satisfactory solutions to customers within the specified timeframe.

MitraStar Customer Satisfaction Score (Perfect score: 10)

2020 2021 2022 2023 2023 goal

Score

Survey response
. 85.7% 70.0% 76.7% 89.3% 74%
rate

Zyxel Networks Customer Satisfaction Score (Perfect score: 5)

2020 2021 2022 2023 2023 goal

Score
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B. Supplier Sustainability

1. Supply Chain Overview

2. Supplier Management System

3. Supplier Sustainability Management Approach
4. Sustainable Procurement

5. Supply Chain Sustainability Capacity Building
Highlights of Achievements

519 supplier submitted Supplier sign the code of conduct
Audited 20 Supplier

Supplier CSR commitment Completion rate: 100%

Supplier Zero Carbon Academy
Supplier ESG courses
2 Supplier Conferences participants 2,987
Completion rate: 100%
Courses hours 4,2 18

Taiwan Ministry of Environment
20 Supplier audit improvements

Completion rate: 100%

Green Procurement Award

Hsinchu City Government Green
Procurement Excellence Award

ESG training course for Ethical Hazard Assessment for

Purchasing Staff. Completion

rate: 100%

purchasing staff Completion

rate: 100%
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Zyxel Group's supply chain management goes beyond competitive quality; it aims to develop stable partnerships with suppliers to continuously enhance overall supply chain
resilience and concretely practice sustainable procurement. The goal is to treat suppliers not only as business partners but also as collaborators in promoting sustainable
development. In addition to fostering sustainability among its own supplier management personnel, Zyxel Communications has established an ESG Supplier Management Team
for suppliers. This team utilizes a sustainable supply chain management process and has implemented an electronic management system to set standards, assess risks, and
conduct audits. Furthermore, the team provides guidance and facilitates exchanges through various sustainability capability development programs, promoting strategies such
as carbon reduction, energy saving, green procurement, and human rights management to suppliers, thereby creating sustainable value together.

Supplier Sustainability Policy Supply Chain Management Strategy

* Integrate the Group' s resources to achieve competitive costs
*  Value supply chain sustainability values, improve the through strategic collaboration

sustainable supply chain capabilities of our suppliers : : . . . .
PPYY P PP * Take supplier relationships and harmonious partnerships seriously

* cooperate with our suppliers in sustainable development and

the creation of a responsible supply chain industry. Realize a supply chain sustainability management model

* Committed to adhering to regulatory commitments, and
implementing international initiatives and standards.

°  QCDS

* Collaboratively building a green supply chain with suppliers

Goals and Achievements

Major . Goals
Operational Impact Actions Performance Indicators 2023 Goal 2023 Achievements SDGs
Issues 2024 short-term 2025 mid-term 2030 long-term
9
H o) H ) H O,
Percentage of suppliers MitraStar80% MitraStar84.1% MitraStar80% MitraStar90%
_ Zyxel Zyxel L Zyxel
. . signing a letter of o N v Zyxel Communications/Zyxel -
Sustainable supplier _ Communications/Zyxel Communications/Zyxel Networks100% Communications/Zyxel
managementcan - Realizeasupply ~ Commitment Networks100% Networks100% 0 Networks100%
deepen the chain sustainability : MitraStar70% MitraStar63.5% MitraStar90%
. . Key suppliers’ ’ MitraStar80%
Sustainable partnership with the management model . Zyxel Zyxel I Zyxel
. ) ) ) acquisition of ESG-related L L x Zyxel Communications/Zyxel L
Supplier supply chain and « Build sustainable Communications/Zyxel Communications/Zyxel Networks100% Communications/Zyxel
uestionnaire &
put into practice the  supply chain a Networks100% Networks 100% Networks100%
Company’ s partnerships Key Supplier ESG MitraStar80% MitraStar100% - MitraStar90%
sustainability values awareness course Zyxel Zyxel v Zyxel Communications/Zyxel Zyxel
completion rate Communications/Zyxel Communications/Zyxel ¥ ¥ Communications/Zyxel

Networks100% Networks100% Networks100% Networks100%
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1. Supply Chain Overview

Zyxel Group is a network communication equipment manufacturer. The Company and the subsidiaries thereof, MitraStar Technology, Zyxel Communications and Zyxel Networks,
are based in Taiwan, have branches in America, China, Southeast Asia, and Europe, and serve 150 regional markets around the world. The Company has production bases in Taiwan
and China. We continue the promotion of procurement localization to allow the suppliers to offer services in a more effective way, shorten the delivery time to reduce environmental
footprints, and help the suppliers create more job opportunities while cementing our long-term partnerships with them. The types of procurements from the suppliers depend on
the nature of the business of our subsidiaries. MitraStar Technology focuses on the R&D and OEM of products; Zyxel Communications offers brand products to telecommunications
operators; Zyxel Networks is engaged in channel sales.

| Main Types of Procurements from Suppliers

MitraStar: The primary raw materials and components procured include integrated circuits, circuit boards, display panels, electromechanical components, mechanical parts, and
packaging materials. Production consumables consist of process materials like solder paste and solder wire. In 2023, for MitraStar’ s various locations, the top 80% of procurement
transactions for raw materials, components, and production consumables involved 496 suppliers, primarily located in Taiwan, China, Hong Kong, Malaysia, South Korea, Singapore,
and the United States, with 78 identified as key suppliers.

Zyxel Communications : The main procurement categories for finished product suppliers include client-side devices, central office equipment, wired and wireless access network
equipment, and mobile broadband solutions. In 2023, there were a total of 12 finished product suppliers, with the top 3 suppliers accounting for 96% of the total procurement
value. These suppliers are primarily located in Taiwan, China, and Thailand, with 3 identified as key suppliers.

Zyxel Networks: Collaborating with final assembly manufacturers (ODMs), Zyxel Networks co-develops communication products and procures finished goods from suppliers.

Through Zyxel's sales channels, it offers customers valuable products, services, and solutions. There are 14 finished product suppliers in total, with the top 4 suppliers covering
90% of the procurement value. These suppliers are located in Taiwan and China, with their main production bases in China. They also provide flexible options for customers to
manufacture cybersecurity products in Taiwan. Four of these suppliers are considered key suppliers.

| Local procurement

Each plant prioritizes sourcing materials from local suppliers, which not only shortens
material lead times and reduces the environmental footprint of the raw materials
required for manufacturing but also indirectly increases employment opportunities
and promotes socio-economic development. This approach enables suppliers to
provide services more efficiently and strengthens long-term partnerships with them.

Eiif

| Main Types of Procurements from Suppliers

MitraStar : Key suppliers under the category of PVL in annual selection.

2023: 78 suppliers

Zyxel Communications/Zyxel Networks : Key suppliers with annual transaction
amount >80%.

2023: Zyxel Communications: 3/ Zyxel Networks: 4
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2. Supplier Management System

| Supplier Management System

To effectively drive sustainable supply chain management, Zyxel Group
establishes the "Global Supply Chain Management Headquarters" and
forms the " Zyxel Group Sustainability Committee - Supplier
Management Group." This committee integrates the supply chain
systems of its subsidiaries and is responsible for coordinating, planning,
and implementing project activities.

| Supplier Electronic Management System

Through the Green System and Outsourcing on Web System, the system
consolidates supplier ESG management-related activities, educational
training courses, and information on advocating supplier code of
conduct and other related data.

Leader: Director of the Goup's Supply Chain

Management Office

Maragemsnt E5SG Project
Supplier o Setting of E5G Reward
and Education and 1 ration
] Audits Collaboratic KPls Programs for
Establishment of Training with Suppliers ) .
. Suppliers of
Paliges and i =G
in E5G \
- teh Year
fegulation Programs

Supplier Whistleblowing Channels

| Supplier Management Personnel Training
Supplier Management Personnel Ethical Risk Assessment

Every year, the "Zyxel Group Sustainability Committee - Risk Management Team” conducts a moral
hazard assessment for employees according to the “Labor Risk and Moral Hazard Factor Identification
and Assessment Form” , identifies high-risk issues using the hazard level assessment method, and
issues a "high-risk item assessment result report” .

Procurement personnel considered to have high potential moral hazards under the item “improper
benefits” according to the identification result and high-risk issues identified are listed in the report.
A “business ethics checklist” is provided for the personnel to check any moral hazard that may be
generated from trading with the suppliers. Control measures and rectifications made for the risk issues,
as well as reviews verified subsequently, are recorded in the report. All procurement personnel are also
required to sign the “Letter of Commitment to Anti-corruption and Anti-bribery” to ensure a fair,
impartial and reasonable competitive environment. - In 2022, all the personnel signed the “Letter of
Commitment to Anti-corruption and Anti-bribery” .

Supplier Management Personnel Training

In terms of the development of the employees’ supplier management capabilities, the Company
actively offers education and courses on sustainability concepts and knowledge as well as supplier
management capabilities, particularly to the on-site supplier audit team to enhance the formulation of
on-site audit plans, audit techniques and approaches, and process management and assist the
suppliers in improving their knowledge-based and experiential training. We also include the
suppliers’ management staff’ s implementation of sustainable procurement goals and strategies as
a performance evaluation item, demonstrating our attention and determination to implement supply
chain sustainability management.

e CSR Education and Training: All management staff of the suppliers complete CSR training courses
that all our employees are required to take on the online education and training platform every year

« Sustainable Procurement Training: Courses are launched for the management staff of the suppliers.
The courses are classified into two categories, "ESG Education and Training Materials for the
Group/Suppliers - Basic” and “ESG Education and Training Materials for the Group/Suppliers -
Advanced” . Relevant concepts are promoted through online education and courses in the hope of
incorporating the concept of sustainable procurement into supplier selection and management.

« Training for the Supplier Audit Team: For the training of the “Supplier Audit Team” for supplier
audit capabilities, training programs have been implemented. Training meetings are convened for
the Supplier Audit Team before on-site supplier audits to not only discuss SOPs for the on-site audits
and appoint members who will be in charge, but also to conduct audit R&R drills and training.

We have a supplier whistleblowing channel in place and its email address is available on the Company’ s website. The recipients are the chief auditor and top management. All
whistleblowing emails are anonymous. This channel can help the Company manage moral hazards generated during supplier management.

Reporting channel for violations of integrity management: audit@zyxelgroup.com


mailto:audit@zyxelgroup.com
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3. Supplier Sustainability Management Approach

As part of the Zyxel Group procurement and supply chain development policy and commitment, we established a four-stage sustainability supply chain management process with
requirements management, risk assessment, audit confirmation, and continuous improvement. We evaluate the performance of the supply chain with regards to the three aspects
of economy, society, and environment. This helps ensure that suppliers meet standards and improve their sustainable performance.

Comply with the RBA code of conduct, Conduct supplier ESG self-assessment On-site audit, submit "improvement Provide appropriate assistance,
follow the supplier code of conduct, and survey and ESG risk assessment plan" for non-conforming items, lack of coaching and educational training
sign the commitment document improvement course counseling to improve

* Responsible Sourcing Management Provide “Supplier Social Responsibility
Procedures Assessment Questionnaire”

* Supplier Code of Conduct
* Purchase Agreement

e Supplier CSR Statement and
Commitment

* Supplier Integrity Commitment

* "No Use of Environmentally

Step 1: Requirement Management

To create a supply chain compliant with the RBA standards and evaluate the suppliers’
capabilities to fulfill social responsibility, we set up the “Responsible Procurement
Management Procedure” and the “Supplier CSR Audit Guidelines. The Procedure and the
Guidelines are used as a basis for supplier sustainability management principles to urge
the suppliers to meet the sustainability requirements. In addition, the suppliers are required
to sign the "Ongoing/Product Procurement Agreement” to ensure the compliance of the
products offered with environmental protection laws and regulations and product safety
regulations. They must also make a declaration of the non-use of conflict minerals to achieve
the goals of pollution prevention, environmental impact mitigation, and personal safety.
We follow the ILO's standards, the RBA Code of Conduct, and the self-requirements for best
practices of benchmarks in the electronics industry are adopted as reference for the
establishment of the “Code of Conduct for Suppliers” regulating labor, health and safety,
environment, business ethics, and management systems. Code of conduct for suppliers

effectiveness checks

On-site audit Develop improvement plans with

Provide supplier the “on-site audit suppliers

improvement report” CSR Education and Training for
Suppliers

Assign improvement plans

Supplier Audit Appraisal Form

Suppliers’ Signing of the Letter of Commitment to Social Responsibility /
Commitment to Integrity

Number of signed Number of 2023signed Achi -
suppliers in 2023 Supplier supplier target chievement rate
MitraStar 474/478 496 80% 84.1% /84.9%
Zyxel
. 12/12 12 100% 100%/100%
Communications
Zyxel Networks 14/14 14 100% 100%/100%


https://www.zyxelgroup.com/images/esg/Zyxel_Group_Supplier_Code_of_Conduct_en_2024_20240429163702.pdf
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To gain a deeper understanding of supply chain development and identify potential risks,

Supplier risk Matrix

Key Supplier

a three-stage supplier risk assessment mechanism is implemented. Based on business

relationships with suppliers, this mechanism evaluates potential risks in governance,
environmental, and social aspects according to the supplier's industry category and '
operating region. Suppliers are periodically required to provide corporate social

High risk
key supplier
sk

leveal: high

responsibility evaluation data. Using the "Supplier ESG Evaluation Questionnaire," risk
management measures are employed for monitoring. Subsequently, "on-site audits" are
conducted to produce formal audit reports to identify supply chain sustainability risks.
These findings are incorporated into supplier selection and evaluation criteria. Audits and

guidance are conducted for suppliers that may pose higher risks to ensure effective

control and mitigation of these risks.

| Supplier risk assessment mechanism

[ STEP |:>

Evaluate

Way

Response

Assessment project

\\1

=

STEP

2

Low risk
key supplier

level: Medium

Non Key Supplier

High risk
MNan key
supplier

level: Medium

Low risk
Non key
supplier

level; Low

Suppliers for
specific industries,
regions, countries,

and product

categaries
sign
Supplier Code of
Conduct

Supplier CSR
Aszessment
Questionnaire
Identification

On-site audil

[ STEP

\

All supplier Key supplier Key and high-risk supplier
business closeness Supplier ESG
Industry category assessment On-site audit

country region
Product attributes

questionnaire
Supplier risk matrix

risk improvement plan

« Conduct an initial screening based
on the procurement transaction
amount.

« |dentify specific risks according to
different industry categories.

« Include geopolitical and natural
disaster risk assessments based on the
supplier's operating location.

« |dentify key risks based on the
attributes of critical products, such as
housing, PSU, and PCB.

« Suppliers perform self-assessments
using the "Supplier Social
Responsibility Evaluation
Questionnaire." This questionnaire is
based on RBA standards and covers
aspects like labor, health and safety,
environmental standards, business
ethics, and management systems to
assess sustainability management.

» Based on the questionnaire results,
suppliers are managed and
categorized using the "Supplier Risk
Matrix.

« Require suppliers from specific
industries, regions, and products to
provide material sourcing contingency
measures and risk management plans.
« Have suppliers sign the Supplier
Code of Conduct.

The "Supplier Risk Matrix" is divided
into four levels: Extremely High Risk,
High Risk, Medium Risk, and Low Risk.

For key high-risk suppliers with higher
management urgency identified in the
"Supplier Risk Matrix," on-site audits
are conducted.

Request suppliers to submit
improvement plans and progress
reports, and further understand the

extent of improvements made.

Conflict Minerals
Management

Customer complaint
handling process

Supplier
Management

Environmental
Protection

Saving energy and
carbon footprint
reduction

Labor Rights

Human Rights

Labor
Management

High risk Low risk High risk Low risk
key key Non key Mon key
supplier supplier supplier supplier
v v v v
v v v v
v v v
v

Supplier risk factor identification

Quality & Design
Management

Materials & Shipping

Management

Business Ethics

Hazardous substance
management

Environmental
Management System

Occupational Health
and Safety
Management

Emergency
Preparedness
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Step 3: On-site Audits

| Supplier ESG Audit Team

Consisting of the Supplier Quality Management, Human Resource, Environmental
Safety and Health, and Procurement Departments, the “Supplier ESG Audit Team” is
responsible for the evaluation, assessment and management of the suppliers’ social
responsibility capabilities. The audit team shall receive training on the RBA standards
and the Company’ s system manual, as well as training courses for internal auditors.

| Conduct a written audit of the "Supplier ESG Evaluation Questionnaire"

Conduct a written audit of the "Supplier ESG Evaluation Questionnaire" for all suppliers.
The questionnaire, based on RBA standards, covers labor, health and safety,
environmental standards, business ethics, and management systems. This audit aims
to understand suppliers’ awareness of sustainability management and identify supplier
risks.

| On-site Audits

The Company performs on-site audits for our key suppliers for their compliance with
the RBA Code of Conduct and laws and regulations in terms of labor, ethics, health,
safety, and environment according to the RBA Validated Assessment Program (VAP) so
as to identify and validate supply chain sustainability risks through the issued audit
report. We also use “supplier social responsibility audit reports” as an indicator for
supplier selection and evaluation.

| Results

Based on the severity of non-compliance issues identified in suppliers, different
deadlines for improvement are provided. If suppliers fail to meet the requirements
within the given timeframe, the business relationship will be terminated. In 2023, 20
on-site audits of key suppliers were conducted, and no supplier relationships were
terminated due to audit results or failure to meet improvement requirements.

2023 Audits with the “"Supplier Social Responsibility Evaluation Questionnaire”

Number of Suppliers

Evaluated
MitraStar 315
Zyxel 5
Communications
Zyxel Networks 4
2023 Key supplier audit
Number of Goals
On-site number of
Audits auditors
MitraStar 13 13
Zyxel 3 3
Communications
Zyxel Networks 4 4

Goals

496

Completion
Rate

100%

100%

100%

Completion Rate

Deficiency
[tems

40

47

60

63.5%
100%

100%

Deficiency
Improveme
nt Rate

100%

100%

100%

Case Sharing

Driving sustainability excellence: our commitment to responsible supply chain management

Suppliers are crucial to our sustainable operations. Effective supply chain management mitigates operational risks and supports our sustainability objectives. As a global
leader in the telecom industry, we ensure the sustainability of our supply chain through regular coaching and auditing initiatives.

For suppliers identified with high ESG risks, our Supply Chain Management Team implements an immediate Emergency Response Procedure. We develop risk-monitoring
plans, engage in discussions through frequent meetings to drive improvements, and conduct practical drills to ensure the effective implementation of sustainable practices.
This proactive approach underscores our commitment to maintaining a responsible and sustainable supply chain, aligned with global sustainability goals.
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Step 4: Continuous Improvement

Zyxel Group's supply sustainability plan aims to improve the sustainable supply chain capabilities of our suppliers. Learning materials for the “Supplier CSR Education and
Training” are designed according to the “Responsible Business Alliance (RBA) Code of Conduct” that we adhere to. In this way, we can disseminate labor rights, ethical,
health, environmental, and management system standards and assist the suppliers in ongoing improvements. In addition, a supplier whistleblowing channel is in place with the
chief auditor and top management as the recipients to avoid malpractice.

| Specific suppliers are required to provide contingency measures and risk management plans for material sourcing from their respective origins.
For high-risk countries, industries, material supply origins, and products, require key suppliers to provide detailed reports, disclose information on public websites, or

communicate via email outlining their risk management practices and contingency measures. This helps in assessing and identifying risks associated with the suppliers to
effectively reduce those risks.

| Deficiencies and Improvement Actions of Zyxel Group’ s Suppliers

MitraStar: Conducted on-site ESG audits for 13 key suppliers, identifying a total of 40 deficiencies.

Zyxel Communications: Conducted on-site ESG audits for 3 key suppliers, identifying a total of 47 deficiencies ;
Zyxel Networks: Conducted on-site ESG audit for 1 key supplier and video call audits for 4 key suppliers, identifying a total of 60 deficiencies

Category

Labor and
Human
Rights

Health and
Safety

Health and
Safety

Health and
Safety

Health and
Safety

RBA Item

Non-Discrimination,
Anti-Harassment,
Humane Treatment

Occupational Health
and Safety, Emergency
Preparedness

Industrial Hygiene

Occupational Health
and Safety

Machine Safeguarding

Key Issues Identified

Recruitment flyers involved discrimination based on
gender, race, and marital status.

Evacuation plans did not match the actual site layout;
improper placement of emergency exit lights; blocked
evacuation routes.

Organic solvents were stored and used without
secondary containers; corresponding SDS were not
available.

No maternity care policy; no lactation room; and
hazardous work sites lacked warning signs for pregnant
workers.

Insufficient hazard risk assessments; incomplete signage
in controlled work zones; inadequate placement of
protective equipment.

Corrective Actions

Required suppliers to review recruitment processes and
promotional materials, and establish anti-discrimination
policies.

Provided guidance to suppliers, requiring planning and
improvements based on actual fire safety standards.

Requested suppliers to review chemical usage and
management regulations, and regularly schedule safety
management courses.

Established maternity care policy, created lactation rooms
and work adjustment plans, and posted warnings in
hazardous areas.

Established regular risk assessment and hazard
identification mechanisms, implementing engineering and
administrative controls.

Completion
Rate
100%

100%

100%

100%

100%
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4. Sustainable Procurement

When selecting suppliers for cooperation, Zyxel Group strictly requires that the suppliers’ materials ranging from
components to accessory materials during product manufacturing, must comply with international environmental protection
laws and regulations and set evaluation items for new suppliers based on the environmental issues identified by the RBA. In
terms of conflict mineral management, our green product policies for the suppliers prohibit the use of conflict minerals and
require the suppliers to make a commitment to not use the conflict minerals. Through the regulations and requirements, we
are able to realize a supply chain sustainability management model.

Our brand subsidiaries, Zyxel Communications and Zyxel Networks, also identify conflict minerals as critical materials for the
control of critical material risks according to the management procedure.

| Sustainable Procurement Management

* The Green Product Management - New Supplier Evaluation Operation process developed to select manufacturing suppliers that meet international hazardous substance management requirements to
ensure all products comply with relevant regulations.

« The Supplier Green Product Purchasing Contract and Supplier Corporate Social Responsibility Statement formulated to standardize suppliers' compliance with environmental protection directives including
"the Restriction of the use of certain hazardous substances in electrical and electronic equipment”, the "Waste Electrical and Electronic Equipment Directive", the "Directive of Packaging and Packaging
Waste", "Registration, Evaluation, Authorization and Restriction of Chemicals”, the "Batteries and Accumulators and Waste Batteries and Accumulators Directive”, the "Directive of Eco-design Requirements
of Energy-using Products (ErP)", "US Conflict Minerals", the "Stockholm Convention on Persistent Organic Pollutants (POPs)", and "TSCA, the Toxic Substances Control Act", and address environmental issues
of corporate social responsibility and other requirements.

« Suppliers are required to submit product-related component testing and verification reports during the product design stage, and the product development progress and implementation results are
monitored through the review report.

 Green Management Platform: Aiming to implement "green management operational processes" among suppliers, the company established its green management requirements to be communicated and

enacted through an online platform (B to B mode). This platform facilitates the collection of relevant data, including surveys and test reports, to enable investigation into whether the components provided
infarmation bv siinnliers contains hazardouis siithstances

2023 Hsinchu City
Government Green
Procurement
Excellence Award

2023 Ministry of
Environment Green
Procurement Award

I Conflict Minerals Zyxel Group’ s "Conflict Minerals Policy" covers procurement procedures. When the supplier signs

Zyxel Group has established a conflict minerals procurement policy and management process. the procurement contract, it also agrees to the prohibition of conflict minerals. Suppliers are
The prohibition of conflict minerals metals has been incorporated into the suppliers' green required to abide by our procurement policy’ s prohibition of conflict minerals and comply with
product policy. The company commits to not using conflict minerals or metals and refrains from the “Conflict Minerals Reporting Template” and work together with us to do their best for
accepting minerals from non-compliant smelters in the Congo and its surrounding countries and corporate social responsibility.

regions. Raw materials such as tantalum (Ta), tin (Sn), gold (Au), tungsten (W), cobalt (Co), mica,
palladium (Pd), etc., sourced from the Congo and its neighboring countries and regions under
the control of armed groups, will not be utilized in the manufacturing of products. The company
has also issued a "Conflict Minerals Prohibition Statement" to communicate this commitment.

Product and Supplier Survey Coverage Rate

In 2022, Zyxel Communications product survey coverage rate was 99.93%, Zyxel Networks
product survey coverage rate was 99.6%. From 2015~2022, MitraStar Technology surveyed 154-
Our "Conflict Minerals Internal Flow Chart" is designed to ensure the suppliers’ conflict minerals part suppliers for the possible use of metal minerals for the product parts at customers’  request.
management process. MitraStar has adopted the RBA' s "Conflict Minerals Reporting Template”
(CMRT) to conduct a reasonable level of mineral source country investigation (Reasonable

Note 1: Zyxel Communications/Zyxel Networks are brand owners. The coverage rate of conflict minerals management product
investigations is

Country of Origin Inquiry, RCOI) which data provided by the Responsible Minerals Initiative for
suppliers to identify the sources of 3TG in their products and confirm whether it comes from
conflict areas.

Conflict Minerals / Metal Management Policy

The subsidiaries of Zyxel Group promise not to accept metals sourced from non-

compliant smelters in conflict areas and have published the “Prohibition of Conflict
Minerals / Metal Statement” on the company's official website. We also ask
suppliers to abide by the Prohibition of Conflict Minerals/ Metal procurement policy
and communicate this requirement to their upstream suppliers for compliance.

calculated based on materials suppliers and does not include other brand owners within the group.

Note 2: As MitraStar is an ODM, the conflict mineral surveys for its suppliers are conducted mainly at customers’ request. It was
relatively difficult to calculate the percentage of suppliers surveyed due to larger changes in the supplier pool. Hence, the number
of suppliers surveved was disclosed instead.

Conflict Minerals Management Process

Require Supplier signs

suppliers to the
provide a procurement
contract also

source survey
form agree to the

[ Y N S 4
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5. Supply Chain Sustainability Capacity Building

We actively collaborate with suppliers to advance the concept of a Sustainable Environment. In addition to providing ESG-related training to suppliers, we assist them in
continuous improvement efforts. This includes collaboration on climate change initiatives and requiring suppliers to implement the ISO 14064-1 greenhouse gas inventory plan
as a foundation for future carbon reduction in products and to set future low-carbon management goals. We also offer incentive programs to encourage suppliers.

| Supplier ESG Training | Key Supplier Greenhouse Gas and Product Carbon Footprint
Based on RBA Code of Conduct, QNAP designs an online "Supplier Corporate Social Audits

Responsibility Training” to promote standards in labor rights, ethics, health, Key suppliers are subject to audits for ISO 14064 greenhouse gas inventories and
environment, and management systems. The training consists of two stages: ISO 14067 product carbon footprint assessments. Plans are in place to
understanding the importance of ESG and QNAP's ESG policies, and the process for incorporate ESG criteria into the supplier selection process (PVL). Key suppliers
supplier CSR audits. Suppliers are trained annually, with a 100% completion rate for are required to obtain relevant ESG certifications and awards to promote

key suppliers in 2023. 2023 Key Supplier ESG Training Completion Rate 100% sustainability initiatives.

I Honor Suppller Award Program — Suppller SUStamablllty Award Key Supplier ISO 14067 Product Carbon Footprint Implementation

Each year, suppliers are assessed based on their sustainability achievements. Suppliers Year Completion rate goals

showing significant progress or performance improvements are recognized with
awards at the end of the year, based on successful on-site evaluations. In 2023, six
outstanding supplier awards were presented at supplier conferences held in Wuxi, 2027 75%
China, and Taiwan.

2024 50%

2030 100%

Key Supplier ISO 14064 Greenhouse Gas Inventory Implementation

2023 Target 2023 Achievement rate

MitraStar: 24%
(@6]ale[Made[=IlaleIVE=N Required to be conducted by the Zyxel

gas inventory end of 2024 Communications/Zyxel
Networks: 100%

MitraStar: 24%

Zyxel
Communications/Zyxel
Networks: 100%

Complete
Greenhouse Gas
Inventory
Verification

Completion rate: Zyxel
Communications 95%
Zyxel Networks 50%
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Project for Low-Carbon and Smart Upgrade Transformation of the Manufacturing Industry by Leading Suppliers

accelerate progress towards the 2050 net-zero goal.

| Supplier Zero Carbon Academy :

Through training and guidance programs, the initiative aims to help the supply chain
build foundational knowledge in carbon disclosure and digital capabilities,
facilitating joint carbon reduction actions with Zyxel Group. Additionally, the courses
are open to Zyxel Group employees, enhancing professional knowledge for relevant
employees and fostering energy-saving and carbon-reduction awareness across the
entire workforce.

The training period runs from 2023 to 2024, totaling 111 hours of coursework. The
course includes Low-Carbon Transformation Pathways, Greenhouse Gas Inventory,
Carbon Neutrality Standards, Sustainability Reporting, Carbon Trading, etc. By August
2024, a total of 2,987 participants have engaged in the program, accumulating 4,218
hours of training.

Communication

Transformation

Disclosure

In 2023, Zyxel Group received a subsidy from the Ministry of Economic Affairs' Industrial Development Bureau for the " Large Companies Leading Smaller Enterprises to a Low
Carbon and Smart Supply Chain Transformation" project. They have partnered with suppliers to launch a carbon reduction transformation initiative, working together to

Zero Carbon Academy

Corporate ESG Low-Carbon Transition Path
Overview

Introduction to 1ISO14068 Carbon Neutrality
Standard

Introduction to Scope 3 Greenhouse Gas
Inventory

ISO14067 Internal Auditor Training 1, 2

Key Communication Points - Introduction to ESG
Sustainability Report

Product NetZeroPro Low-Carbon Digital
Transformation Platform Introduction

Disclosure Requirements - GRI Standards & SASB
Sustainability Accounting Standards Introduction

ISO14067 Supplier Training 1, 2, 3

1SO14064-1 Internal Auditor Training

Carbon Trading Basics and Practical Trading

Organizational NetZeroPro Low-Carbon Digital
Transformation Platform Introduction

EU CBAM Corporate Response Strategy

1SO14064-1 Supplier Practical Training 1, 2, 3

Introduction to Internal Carbon
Pricing (ICP)

Introduction to ISO50001 Energy Management

Practical Path to Net Zero Transition 1, 2

Factory Energy Saving Case Studies & Energy-
Saving Technology Sharing

| Development of Low-Energy Consumption Product Materials

Zyxel Group integrates sustainability into its core product design by focusing on
environmentally friendly designs using low-toxicity, energy-efficient materials that
are easy to disassemble, recycle, and refurbish, extending product life for optimal
ecological benefits. Collaborations with the supply chain include:

¢ Developing, verifying, and introducing PCR plastic materials with raw material

suppliers

¢ Designing eco-friendly packaging and applying sustainable ink
e Optimizing structural and aesthetic designs to reduce secondary processing

consumption

Minimizing mold openings to reduce waste and pollution
Streamlining product casing designs and standardizing pallet specifications
Implementing energy-saving software and hardware designs to lower energy

e Ensuring products are easy to disassemble and recycle.
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| Guidance for Key Suppliers to Implement I1SO 14064

11 key suppliers are chosen for need of assistance in assessing their carbon emissions.
These suppliers include those in packaging materials, passive components,
equipment supply chains, and power supplies. A consultant will be engaged to
conduct on-site visits, guide them in carbon reduction, and utilize digital low-carbon
transformation service platforms. The support also includes aiding them in obtaining
external verification of their organizational greenhouse gas emissions.

| Digital Low-Carbon Transformation Service Platform

This system includes:- Organizational Carbon Disclosure and Management Module: Helps
to manage and disclose organizational carbon emissions.

- Product Carbon Footprint Calculation Module**: Assists in calculating the carbon footprint
of products.

The platform transforms the carbon assessment process into a digital system, improving
data quality and verification efficiency. It also supports carbon reduction pathway planning
to achieve low-carbon management goals across the supply chain.
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| Supplier Conferences

In 2023, Zyxel Group held supplier conferences at
its facilities in Taiwan and Wuxi, China. These events
aimed to explain the supplier empowerment
mechanisms to ensure effective implementation of
guidance and plans. Additionally, six top-
performing ESG suppliers were recognized. The
conferences also featured supplier presentations
on energy-saving and carbon reduction
experiences, fostering mutual experience sharing
and motivation within the supply chain.
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| Sustainable Environment

o

A. Climate Change

o

B. Energy Conservation
C. Water Management
D. Waste Management
E. Air Pollution Prevention

F. Biodiversity

o
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Sustainable Environment

Sustainable Environment Commitment

Climate change has become one of the most pressing global environmental issues. With the
rise of low-carbon and circular economy trends, Zyxel Group recognizes that only by pursuing
environmental sustainability can we secure opportunities for sustainable operation in the
global trend and competitive market. Zyxel Group is committed to addressing the impacts of
climate change, prioritizing environmental sustainability as a major issue in our sustainable
operations. We aim to meet stakeholders' concerns and expectations regarding

environmental issues.

Performance Highlights

SBTi

Commitment Letter

2030 Near term Goal
2050 net zero target

Received subsidy from the Ministry
of Economic Affairs’ CDP

low-carbon and smart climate change evaluation

upgrading and
transformation plan

B management level

Water withdrawal intensity is
reduced compared to the 2021
base year

22.43%

Greenhouse gas reduction Electricity intensity decreased
compared to the 2021 base year compared with the 2021 base year

17.3% 17%

sustainable Strategy: Mitigating environmental impacts

Major Issues: Climate Strategy ~ Energy Management

Stakeholders: Customer Supplier Government Community

T3
SDGs

Business Weekly

Top 100 Carbon
Competitiveness
Companies

Waste recycling rate

80%

Released

TCFD Report

on the Financial Impact of Climate
Change

Number of days of production
interruption due to climate
disasters

0
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Sustainable Environment Policy

Zyxel Group has identified a sustainable environment as a major issue for its
sustainable operations. The company commits to adhering to international
treaties and domestic and foreign environmental regulations, integrating its
environmental, health, and safety policies with its green product policies. It sets
management goals, strategies, and performance indicators for environmental
issues such as climate change, energy management, water resource
management, waste management, biodiversity, environmental protection, and
occupational health and safety. The company actively communicates awareness
to stakeholders, including employees, investors, customers,
suppliers/contractors, and partners, and takes environmentally friendly actions.

Management Organization:

The Carbon Management Team, Environmental Safety Team, and Green Product
Team of Zyxel's Sustainability Committee implement environmentally related
actions. The Board of Directors of Zyxel Group approves the sustainable
environment policy, providing guidance and oversight to the relevant
environmental teams.

Three Environmental Strateav Pillars

Upstream Supply Chains

Supply
Chain
Carbon
Reduction

* Setting of low-carbon management goals for
suppliers

® Require suppliers to conduct carbon inventory

® Suppliers to establish carbon reduction plans

Company's Operations

Net-zero carbon emissions

Energy management

Energy transformation

Life transformation

Support for international initiatives

Sustainable Environment Strategy

In alignment with our green environment and sustainable product policies, our environmental
strategy focuses on three value chain dimensions: "Green Supply Chain," "Green Operations,"
and "Green Products." Under these categories, we have developed three key carbon reduction
strategies: "Supply Chain Carbon Reduction,” "Climate Mitigation and Adaptation," and "Low-
Carbon Green Products." These strategies help identify climate change risks and opportunities,
promote mitigation and adaptation plans, and set targets for greenhouse gas reduction,
energy conservation, water conservation, and waste reduction. We also aim to raise employee
awareness and encourage environmentally friendly actions.

By implementing a green product management system, we minimize the environmental
impact throughout the product life cycle and disclose product carbon footprints to meet
customer demand for carbon emission information. Additionally, suppliers are required to
conduct carbon inventory assessments, forming the basis for future product carbon reduction
initiatives and supplier low-carbon management targets. Through collaboration with
employees, customers, and suppliers across the value chain, we launch comprehensive
sustainability actions. With a management system aimed at continuous improvement, we
actively respond to international initiatives and align with global sustainability efforts.

Downstream Customers

Green

Green
product

Operations

Low-carbon
Green
Products

Climate
Mitigation
and
Adaptation

Strategy

* Introduction of a green product management system
to reduce the environmental impacts throughout the
life cycle of the products

¢ Disclosure of product carbon footprints in response to
customers’ demand for information on the carbon
emissions of the products

Note: Actions for the three environmental strategy pillars: For Green Supply Chain, refer to Chapter Value Chain: Supplier Management, - for Green Products, refer to Chapter Sustainable Product, for Green Operations, please

refer to this chapter Sustainable Environment
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Pillars

Green
Operations

Green Supply

Chain

Green product
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Strategy

Net-zero
carbon
emissions

Energy
Management

Energy
transformation

Life
transformation

Support for
international
initiatives

Supply chain
carbon
reduction

Low-carbon
products

Corresponding Practice

+ Set carbon reduction goals
+ Greenhouse Gas Reduction

- Improve energy usage efficiency
Intelligent energy management
+ Replace energy-consuming equipment

Promote Renewable Energy

Carbon Management Education and Promotion

Support international initiatives and
commitments and participate in the initiatives

 Conduct supplier energy consumption
diagnosis

« Require suppliers to conduct carbon
inventory

« Suppliers to establish carbon reduction plans

«Reduce the environmental impact throughout
the product lifecycle
« Disclose product carbon footprints

2024 Short-term Goal

SBTi absolute reduction target

+ Replace energy-consuming equipment
+ Establish an energy visualization management system

Install solar photovoltaic systems

Implement internal carbon pricing

Organize energy-saving and carbon reduction events

» CDP Carbon Disclosure

« Commit to the Science Based Targets initiative (SBTi)
« Support TCFD for the financial impact of climate
change

* TNFD Report

«Complete energy consumption diagnosis for major
energy-consuming suppliers

«Key Supplier Carbon Inventory Completion Rate:
MitraStar75% Zyxel Communications100% Zyxel
Networks75%

«Establish design guidelines to ensure eco-friendly
packaging, product energy efficiency, easy disassembly
and recyclability, and the use of sustainable materials
and parts/components

«Use non-plastic bags, energy-efficient software and
hardware that can be disassembled easily, PCR plastics,
and 100% recyclable paper packaging materials for
green products to be shipped

« Create a standardized product carbon footprint format
«Achieve ISO 14067 product carbon footprint verification

Medium-to-long-term Goal 2030

2025 submit SBTi short-term& long-term goals
Purchase Carbon Credits

50% Carbon Reduction by 2030

Deliver the commitment to net zero in 2050

+ Reduce electricity intensity by 27% compared to the
2021 baseline
+ Achieve a renewable energy share of over 7%

Install solar photovoltaic systems
Purchase green electricity
Evaluate RE100 participation

2030 Purchase electric company cars

Assess joining EV100

« 100% Key Supplier Carbon Inventory Completion
Rate
*50% key Supplier carbon reduction by 2030

Apply the green product design to all products to be
shipped

Note: The scope of the environmental strategy objectives is set to include Zyxel Group and its subsidiary MitraStar's Hsinchu plant, as well as its subsidiary Zyxel's Hsinchu plant.
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Targets & Goals

Goals

Topic Operational Impact Actions Performance Indicators 2023 Targets 2023 Results SDGs
2024 short-term 2027 mid-term 2030 long-term
Identify climate Conduct annual 0 days of e
Enhancing change risks and climate disaster drills Number of days of 0 days of production 0 days of 0 days of 0 days of é
Cli_n)ate opportunities to as part qfthe Business productign interruption .producti.on interruption v .producti.on .producti.on .producti.on
Resilience monitor operational ~ Continuity due to climate disasters interruption interruption interruption interruption
strategies and Management Plan
financial planning, Reduce carbon Based on SBTi Based on SBTi e
Greenhouse Gas thereby reducing the Adopt SBTi Science- . Settargets emissions by Absolute Absolute Reduce carbon L 2
. T — Set targets based on SBTi . o v . . S o
Reduction r Lo Based targets based on SBTi  17.3% from the Contraction Contraction emissions by 50%
climate risks. 2021 baseline year Approach Approach
Percentage reduction in a
Improve energy electricity intensity o ] o g o . o . o . <O
Impleme.n.t energy-  efficiency compared to the 2021 10% reduction  17% reduction v 20% reduction 21% reduction 27% reduction
Energy saving initiatives, baseline year
M reduce greenhouse 1
anagement gas emissions, and Hsinchu plant B
lower energy éosts. Increase the use of Complete solar energy . Initiate Hsinchu ~ Complete Hsinchu rent:\lfcacblizrfgr L J
renewable energy installations plantinstallation  plantinstallation 7% 9y
()
‘ Actively implement
water-saving Percentage of reduction
Resource measures in water intensity 10% reduction 22.43% reduction o . o . o .
Management -Conduct water- compared to the 2021 v 2 el 2 e EHE 2 e
saving education and baseline year
awareness campaigns
Percentage of reduction
<Promote waste in waste intensity o . o . o . o . o . ey
Waste sorting and reduction  compared to the 2021 10% reduction 14.67% reduction v 15% reduction 16% reduction 18% reduction
Management -Strengthen waste baseline year
'recycling and reuse
s Waste recycling rate >70% v >70% >80% >82%
. : 0 cases of violation of cases of violation of ‘ =
Compliance with . . . -
: Compliance with environmental environmental
environmental X . . 0 0 0 0 0
. regulations protection laws and  protection laws and
regulations : ;
regulations regulations
o .
] Ensure environmental Al cgmﬂed Achieved 2an
e compliance through  External management SO 1SO14001
Management P 9 nage environmental o Vv 100% certified 100% certified 100% certified
external management system certification MitraStar -
Systems ) management
system verification. ZCom ~ ZNet
systems. —_—

Note: Carbon Emission Intensity = Carbon Emissions / Zyxel Communications Consolidated Revenue
Note: Zyxel Communications has no manufacturing facilities, thus no waste management information is disclosed
Note: The three main carbon reduction strategy goals, annual targets, and performance: For the green supply chain, refer to the "Partnerships: Supplier Management" section; for Sustainable Products, refer to the "Sustainable

Product” section.


https://www.zyxelgroup.com/images/esg/2023_Mitrastar_ISO14001_certificate_20240108105101.pdf
https://www.zyxelgroup.com/images/esg/ZCOM_ISO14001_certificate_2026_01_14.pdf
https://www.zyxelgroup.com/images/esg/ZNET_ISO14001_certificate_2026_01_14.pdf
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A. Climate Change

The impact of climate change requires businesses to establish adaptation and mitigation capabilities to reduce climate risks to their operations. This is a crucial issue that
businesses must address and plan for early on in their sustainability efforts. Through collaboration and dialogue with government agencies and environmental organizations,
companies can strengthen the resources and actions needed to face climate change and achieve the net-zero transformation goals and vision.

1. Participate in international climate initiatives

()
SUSTAINABLE
DEVELOPMENT

GLIALS

To respond to one of the UN’ s Sustainable Development Goals, Goal 13:
Climate Action, emergency measures are adopted to cope with climate change
and its impacts.

Response to SDGs Climate Action Goals

We aim for GHG reduction, energy saving, water resource management, the
incorporation of product R&D into the life cycle of our products, and the
disclosure of product carbon footprints.

Participation in the SBTi (Science Based Targets initiative)

( A SCIENCE
A BASED
\_ N\ TARGETS

Zyxel Group is actively engaging in international initiatives by committing to the
SBTi Science-Based Targets Initiative. The company has submitted its SBT
commitment letter and plans to present its short-term and long-term targets by
2025 to achieve the Net Zero goal by 2050. We are also evaluating joining the
EV100 and RE100 initiatives to demonstrate Zyxel Communications Holdings'
commitment to international advocacy and to kick off our carbon reduction
actions. °

+\
CDP (Carbon Disclosure Project) Platform wWCDP

Subsidiaries Zyxel Communications and MitraStar Technology complete
questionnaires about “climate change” and “water safety” on the CDP
platform every year. For climate change, they were rated as B & B-. In addition,
MitraStar Technology received a B-rating for “value chain engagement” . Both
of the companies made significant progress in terms of their ratings as compared
to the previous year.

The two companies disclose on the CDP platform their climate change-related
strategies, goals and actions, set improvement goals and plans for betterment
according to the CDP's evaluation requirements and results, and review their
improvements based on the customers' requirements for suppliers’ CDP
performance with the aim of meetina their needs and alobal expectations.

TCFD for Climate Scenario Analysis and Financial
Impact Assessment

Zyxel Group has partnered with the "Tunghai University Center for Corporate
Sustainability Development" to conduct climate scenario analysis and financial
impact assessment. This analysis helps to identify current and future risk factors
and their potential financial impacts on the company, allowing for the
implementation of risk prevention and response measures.

Additionally, the company has published the” 2023 Zyxel Group TCFD report,”
which covers climate governance, strategies, risk management, and targets. The
report includes the results of the TCFD climate scenario analysis, financial impact
assessment, and the identification of climate-related risks, opportunities, and
corresponding strategies and actions.



https://www.zyxelgroup.com/images/esg/2023_Zyxel_Group_TCFD_20240730132658.pdf
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As an official supporter of the TCFD (Task Force on Climate-related Financial Disclosures), Zyxel Group integrates climate change into one of our assessment projects for
significant risks to corporate sustainability. We follow the framework of the "Task Force on Climate-related Financial Disclosures" (TCFD) released by the Financial
Stability Board to disclose information on climate governance, strategies, risk management, indicators, and targets, with annual updates. This information is disclosed in
our sustainability report and financial annual report.

By adopting this approach, Zyxel Group identifies the risks and opportunities of climate change impact on the company. We oversee operational strategies and financial
planning at the corporate governance level, minimizing the financial impact of climate risks on our operations. Furthermore, we analyze opportunities resulting from
climate change and intensify our research and development efforts to continuously develop energy-saving products and solutions. In addition, we have conducted
climate scenario analyses to assess potential financial impacts and have published the findings in the "2023 Zyxel Holding Climate Action Report."

Identify the risks and opportunities arising from

climate change, and promote climate change
mitigation and adaptation plans.

Mitigate potential climate change risks and build
resilience to adapt to climate risks.

Analyze opportunities related to climate change,
enhance research and development capabilities,
and continuously develop green and energy-
efficient products and solutions.

Set greenhouse gas reduction, water
conservation, and waste reduction targets within
energy management.

Raise employees' awareness and encourage
environmentally friendly actions.

Integrate climate change-related risks into the
corporate risk management system, conducting
regular identification, evaluation, and
management through standardized processes.

Zyxel Group actively strengthens environmental sustainability in its sustainable operations by
establishing the "Zyxel Group Sustainability Committee," chaired by the Chairman of Zyxel Group,
who also serves as the Chairman of the Board. The Sustainability Committee reports quarterly to the
Board of Directors on sustainability plans and achievements, including environmental aspects. The
Board oversees the performance of environmental management policies and commitments.

The "Zyxel Group Sustainability Committee" is the highest-level organization for managing
sustainable development. It is supported by a dedicated Chief Sustainability Officer, who has
established the Sustainability Office. Under the Sustainability Office, various sub-committees are
formed, including the Environmental and Safety Group, the Green Products Group, and the Supplier
Management Group, which are composed of relevant departments from each subsidiary. These
groups coordinate and collaborate on climate change-related issues such as greenhouse gas
reduction, energy conservation, water resource utilization, low-carbon green products, and supply
chain carbon reduction. The environmental management policies and measures are communicated
to both internal and external stakeholders to raise awareness of environmental impacts.

The "Zyxel Group Sustainability Committee" has established a "Climate Change Task Force"
responsible for addressing climate change-related issues. This task force coordinates with relevant
departments to assess the potential operational risks and financial impacts, evaluate related risks and
opportunities, and oversee the company's climate actions and outcomes.
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Governance

Strategy

Risk Management

Metrics
and
Targets
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Disclosure matters

The board's oversight of climate-related risks and
opportunities.

Describe the role of management in assessing and
managing climate-related risks and opportunities.

Identify short, medium, and long-term climate-
related risks and opportunities

* Climate-related risks and opportunities impact

operations, strategy, and financial planning

Consider the resilience of organizational strategies
in different climate scenarios

Process for identifying and assessing climate-
related risks

* Process for managing climate-related risks

Integrate the process of identifying, assessing, and
managing climate-related risks into the overall risk
management of the organization

Evaluation of climate-related risks and opportunities
followed by strategies and risk management
process indicators

Greenhouse gas emissions and related risks in all
areas

Targets for managing climate-related risks and
opportunities, and the performance of
corresponding targets

Response to management strategies and actions

The chairman of the Sustainability Committee of the parent company Zyxel Group is concurrently the chairman of the board of
directors and supervises the promotion and implementation of the sustainable development of the team, and makes decisions and
reports directly to the board of directors.

The "Environment, Safety, and Health Team" under the MitraStar Sustainability Committee is the main member unit of the Climate
Change Team. It is responsible for issues related to climate change, assessing its impact in terms of operational crises and financial
impacts, evaluating related risks and opportunities, and the company’ s climate-related actions and results.

Based on strategic goals, risks and opportunities are identified. The short-term (3 years) focus is on resource use efficiency, raw
material cost increases, environmental regulations, and immediate risks such as extreme weather events including floods and
typhoons. The mid-term (3-5 years) primarily addresses the costs of low-carbon and high-efficiency technology improvements, as
well as shifts in consumer preferences. The long-term (beyond 5 years) includes carbon pricing and carbon taxes, changes in supply
and demand structures, and long-term risks such as chronic climate changes like rising temperatures.

Operationally, climate impacts can lead to shifts in consumer behavior, affecting market share. Strategically, product development
requires investment in low-carbon and high-efficiency technologies. Financially, these factors result in increased investment
expenses and operational costs.

Conducted climate scenario analyses to assess potential financial impacts program

Use the TCFD framework to establish a climate risk identification process, and actively identify risks through the climate risk matrix.

According to the risk identification process, the identification results are collected and discussed in the "Sustainable Development
Committee" meeting held every year to formulate management practices.

Integrate the process of identifying, assessing, and managing climate change risks and various operational risks into the enterprise
risk management (ERM) system.

Greenhouse gas reduction, energy conservation, and water resource management are used as key indicators to measure the extent
of risk impacts.
Product development incorporates the product life cycle, disclosing carbon emissions and setting low-carbon product targets.

* Targets for greenhouse gas reduction, energy conservation, and water resource management are established, along with

corresponding action plans.
Regular audits of greenhouse gas emissions are conducted to assess the operational impacts faced by the company.

Expose climate action to meet SDG goals

Participate in the SBTi scientific carbon reduction target initiative

Implement a monitoring mechanism and set targets for climate risks with a high degree of impact

Develop low-carbon indicators for product parts, analyze data on high-carbon parts, and provide relevant information on carbon
reduction directions

Link the internal system and the data stream of the carbon footprint platform
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| Financial Impact Analysis of Climate Change Scenarios

In addition to recognizing the financial impacts of risks and opportunities related to climate change, in 2022, we initiated a significant risk and opportunity scenario analysis
project. This project involves a self-assessment of the impact of climate change risks under different climate scenarios, enabling us to adopt adaptive strategies and response
measures. Zyxel group not only conducts risk analysis for itself but also includes suppliers within the analysis boundaries of our value chain. Different scenarios are established

based on physical risks and transition risks:

| Physical Risks

Scenario Setting: We conducted climate change risk assessment for 41 analysis subjects located
within Taiwan for Zyxel Group. This includes 2 owned assets and 39 suppliers. Utilizing severity,
vulnerability, and exposure as the calculation template for risk assessment, we analyzed extreme
rainfall with severity, flooding potential causing vulnerability, potential for landslides and debris flow
causing vulnerability, as well as exposure of the assets located in Taiwan, by conducting scenario
simulations. The analysis method involves four scenarios described in the IPCC Fifth Assessment
Report: RCP2.6, RCP4.5, RCP6, and RCP8.5, which outline future greenhouse gas emissions.
Additionally, it encompasses Taiwan temperature and rainfall predictions for four periods based on
government reports: short-term (2021-2040), mid-term (2041-2060), medium-long term (2061-
2080), and long-term (2080-2100). This comprehensive approach involves climate simulation
research up to the year 2100.

Physical Risk Analysis Findings: Zyxel Group's owned assets located in Taiwan do not have any
significant physical risks. However, some of the suppliers operating in Taiwan, while not at risk of
landslides or rockfalls, may face potential floodina risks in the future.

| Transition Risks

Scenario Setting: Three scenarios were analyzed based on the Taiwan government's net-zero
pathway, IPCC AR6's SSP1-1.9 scenario, and the SBT-NZ scenario, which requires achieving
net-zero emissions before 2050 as stipulated by SBT. Three risk factors—regulatory, market,
and reputation—were assumed as conditions for analysis. The financial impact estimation was
projected until 2050. Regulatory risks primarily affect operational costs and capital
expenditures, while market risks mainly influence potential revenue losses for the company.

Transition Risk Analysis Findings: Under the scenario of achieving the government's net-zero
target, Zyxel Group would require substantial investment in procuring renewable energy. The
resulting financial impacts would mainly involve carbon taxes, with market and carbon penalty
risks reduced to zero. In the case of achieving the SBT-NZ goal, compliance with SBT-NZ
would commence around 2040. The primary cost driver would be the procurement of
renewable energy. Additionally, the transition risk concerning customers would involve a
decrease in market share for products.

Climate Risk Levels of Owned Asset Locations under RCP Scenarios - Scenario Simulation Chart Data

RCP 2.6

5: 2021-2040 | RCP4.5: 2041-2060 | RCP4.5: 2061-2080 | RCP4.5: 2081-2100

RCP 6




ZYXEL 2023 Zyxel Group Sustainability Report|78

G ROUVP

Risk

Based on different scenarios, the company's unit carbon tax payment varies significantly due to substantial differences in taxation systems,
leading to a high degree of uncertainty. The assessment primarily considers three levels of carbon tax:

Carbon Tax

Consideration Factors and Assumptions

1. Government Net-Zero Pathway: SSP2-4.5 (Approximately 2-10 USD/tCO2e from 2021 to 2050)

Regulations

Emissions Cap and
Carbon Penalty

Renewable Energy
Infrastructure Costs
Renewable Energy
Operational Costs
Renewable Energy
Procurement Costs
Cost of Purchasing
Electricity from Taiwan
Power Company

Technology

1. 2.SSP1-1.9 and SBT-NZ: Carbon price under SSP1-1.9 (Reaching around 650 USD/tCO2e by 2050)

Currently, international regulations and trends lean towards imposing carbon taxes rather than utilizing carbon penalties or emissions
caps. Therefore, only under the Government Net-Zero Pathway would additional consideration be given to carbon penalties (within
regulations not exceeding 1500 NTD/tCO2e).
The installation cost of setting up renewable energy generation facilities in-house is recognized as capital expenditure for the current
year. The cost of renewable energy installations is obtained from the IRENA Renewable Energy Report 2022.

The operational costs of renewable energy are obtained from the IRENA Renewable Energy Report 2022.

The procurement cost of renewable energy in Taiwan is calculated by adding the Taiwan Power Company’ s current average selling price
of renewable energy to the public electricity fee (sourced from Tai power).

Procurement Cost and Benefits from Tai power are calculated at a rate of 2.55 NTD/kWh for industrial high-voltage electricity
consumption.

Cost Categories
Operating Costs

Operating Costs

Capital
Expenditures
Operating Costs

Operating Costs

Operating Costs

According to IEA data, the cost of Carbon Capture, Utilization, and Storage (CCUS) can vary depending on the specific circumstances. As

Carbon Removal Costs

this study considers carbon removal as the ultimate approach to achieving net-zero emissions, the most expensive direct air capture

technology is used, which costs around 85-345 USD/tCO2e. Therefore, based on three scenarios, the assumptions are as follows: 1.
Immature Technology: 340 USD/tCO2e ; 2. Average Price: 235 USD/tCO2e ; 3. Mature Technology: 130 USD/tCO2e

Risk of Decreased
Market Share for
Products

Market

External Scenarios

Explanation

Assessment of Risks

BAU situation: Financial Impact (No
Implementation of Transformation Strategy)

Transition Scenario: Management Costs
(Implementing Transformation Strategy)

Mitigation Measures

Government Net-Zero Pathway

Based on the net-zero target currently
proposed by Taiwan

Regulatory risk, market risk

Requlatory risk: Increasing cost of carbon
penalties

Regulatory risk: Relatively stable carbon
tax fluctuation

Primary cost: Procurement of renewable
energy

Procurement of renewable energy

The estimation of market risk is based on the potential loss of customers who prioritize carbon reduction targets when a company does
not achieve its transition goals. This could lead to an expected decrease in market share.
1. 1. Government Net-Zero: 1% of revenue loss; 2. SSP1-1.9 and SBT-NZ: 25% of revenue loss

SSP1-1.9

Based on the SSP1-1.9 pathway outlined in the
IPCC ARG report

Regulatory Risk: Short-Term Growth in Carbon
Tax, Followed by Carbon Emission Reduction,
Decreases by 2050

Market Risk: Potential Order Loss, Increased
Financial Risk

Primary Costs: Procurement of Renewable
Energy, Carbon Tax

Procurement of renewable energy

Projected Revenue

SBT-NZ

Estimated scenarios based on achieving the SBT Net
Zero criteria

Regulatory Risk: Short-term High Growth in Carbon
Tax, Decreases After Carbon Emission Reduction,
Lower by 2050

Market Risk: Potential Order Loss, Increased Financial
Risk

Primary costs: Procurement of renewable energy,
carbon removal costs

Procurement of renewable energy, Adoption of
carbon removal technology
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| Climate Change Risk & Opportunity Classification

Based on the categories of climate-related risks and opportunities of TCFD, Zyxel Group’ s relevant departments collect and analyze information on international climate-related
trends, industry concerns, and Zyxel Group' s reply to the contents of the CDP (Carbon Disclosure Project) questionnaire and meet to evaluate and discuss them. The impacts of
specific risk topics and scenarios on Zyxel Group' s organization and operations are identified and climate-related risks and opportunities are ranked according to the degree of
impact to find out the potential crises and possible opportunities in response to climate change. Plans to follow TCFD recommendations are included in the annual financial report
where Zyxel Group exposes the most important climate-related risks and opportunities.

Analysis of P ial Fi ial | f TCFD Cli h Risk
TCFD Climate-Related Risk Identification Matrix nalysis of Potential Financial Impacts of TCFD Climate Change Risks

Analysis of Potential Financial Impacts

Type Aspects Major Risks
b Increased Tax, Management, and Investment
Carbon fee, carbon tax
* Enhanced emissi Costs
reporting obligat Policy and . Increased Costs to Comply with Environmental
Environmental law .
* lJse ma Legal Regulations
and di . )
Emissions control Increased Costs for Low-Carbon Equipment
'E * Constraints on air polluti » Costs to transition to lower
£ Trarfsmon Technology emissions and effective Increased Costs for Technology Development
E REL technology
. Changes in market
5 * Rizing zea levels _g Consumer Behavior Impacting Market Share
; requirements
2 Market : R
. S ncreased costs of raw
o * At risk of litigation ) Increased Raw Material Procurement Costs
materials
. Increased stakeholder concern
Reputation . Damaged Corporate Brand Image
or negative feedback
* hMandates on and regulation of existing
products and services e Extreme weather events (ex: Resulting in Power Outages, Factory Equipment
cute
* Stigmatization of sector typhoons, floods) Loss, and Supply Chain Disruption
Physical
"__ _ Risks
Chronic Climate Change Increased Electricity Usage, Rising Carbon
Degree of Impact Chronic ¢ Y7508 &

(average temperature rise) Emissions, Leading to Cost Increases
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Degree of Likelihood

Type

Transition
Risks

Physical
Risks
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* Use of recycling

* Reduced water uzage amd

consumption

VIO

we to more efficient buildings

* Shift toward decentralized
ENErgy Eeneration

Aspects

Regulations
/ Energy

Technology
/ Product

Market

Reputation

Acute

Chronic

* Energy
substitutes/diversification

Degree of Impact

Risks

« Carbon fee, carbon tax
 Environmental law
» Emissions control

Costs to transition to lower emissions
technology

« Changes in market requirements
» Increased costs of raw materials

Increased stakeholder concern or negative
feedback

Extreme weather events (ex: typhoons,
floods)

Chronic Climate Change (average
temperature rise)

Type

Resource Usage
Efficiency

Energy Source

Products and
Services

Markets

Resilience

Opportunity

» Use of more efficient production and
distribution processes
« Use of new technologies

» Development of low emissions products and
services

« Ability to diversify business activities
« Shift in consumer preferences

« Access to new markets
« Use of public-sector incentives

Increase investors' willingness for long-term
investment

Increase the organization’ s strategy
resilience against natural disasters

Major Opportunity

Analysis of Potential Financial Impacts

Production Line Automation, Enhancing Production
Efficiency

Reducing Energy Usage Costs

Meeting Customer Demand for Energy-Efficient
Products, Increasing Revenue

Exploring New Business Opportunities to Increase
Revenue

Prioritize Capturing Market Trends, Meeting
Customer Needs, and Enhancing Satisfaction

Increase Revenue
Reduce Operational Production Costs

Stabilize Shareholder Structure, Reduce Probability
of Stock Value Volatility

Reduce Probability and Impact of Operational
Disruptions and Losses

Response plans and actions

« Set SBT carbon reduction targets

« Greenhouse gas reduction, water saving, waste reduction targets
« Continuous implementation of gas reduction measures

« Assess the use of renewable energy

« Introduce green product management system to reduce the impact of product life
cycle on the environment

» Expose product carbon footprint and respond to customers' demand for product
carbon emissions information
« Continue to invest in energy-saving product research and development

Develop low-carbon design products, improve product efficiency, and respond to
market demand

» Continue sustainable environmental goals and actions to establish a sustainable
corporate image

« Responding to international initiatives

» Conduct risk assessment and risk mitigation measures for typhoon and flood
disasters in the manufacturing plant area

« Regular natural disaster emergency drills
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3. Carbon Management

Climate change has become a critical threat to the global environment. To advance sustainable development, Zyxel has committed to science-based carbon reduction targets (SBTi),
setting a long-term goal to achieve net-zero emissions by 2050. The company is implementing a carbon reduction plan and developing a timeline and strategy for execution.

| Carbon Reduction Pathway and Strategy

Planning a carbon reduction pathway is a crucial step toward achieving the net-zero emissions goal. Zyxel Group is focusing on green operations as its strategic direction. In
response to international initiatives, net-zero carbon, energy management, and lifestyle transformation, the company has set short-term, mid-term, and long-term reduction
targets. Specifically, Zyxel aims to achieve a 50% reduction in carbon emissions by 2030 and a net-zero commitment by 2050.

The company conducts greenhouse gas inventories to understand its own and its supply chain 's emissions, including scope 3 emissions, and seeks third-party verification. A
carbon management platform has been introduced to strengthen operational carbon management, assess areas and actions with carbon reduction potential, and plan the
implementation of reduction strategies.

Additionally, Zyxel has initiated internal carbon pricing to guide internal carbon reduction strategy development and foster a culture of carbon reduction within the company. A
solar energy project has also been launched, and plans are being evaluated for green electricity procurement. By setting reduction strategies, planning actions, and continuously
improving, Zyxel aims to regularly report on carbon reduction results and progress to achieve long-term carbon reduction goals.

Annual Scope 1 + Scope 2 Greenhouse Gas Emissions / Intensit
| Greenhouse Gas Inventory P P / y
Zyxel Group's greenhouse gas inventory report adheres to ISO 0.89

14064-1:2018 and the Greenhouse Gas Protocol guidelines,
using the operational control approach. The baseline year is set

as 2021, with external experts assisting in the greenhouse gas EEVIENTE .

inventory and establishing a systematic framework to ensure 563.340 0.62 0.63

high data accuracy and credibility. -9
796552

In accordance with ISO 14064 standards, the greenhouse gas 562.875 534087

inventory was conducted for Zyxel Group and its subsidiaries,

including MitraStar Technology, Zyxel Communications, and

Zyxel Networks. In 2023, the inventory also included MitraStar 16749.645

Technology ' subsidiary in Wuxi, China. The assessment covered 12700.684 12780.440

manufacturing facilities in Taiwan and China, with updated
emissions data from 2020 to 2022. The scope 3 inventory range
is also being gradually expanded to meet SBTi targets.

In 2023, the greenhouse gas emissions are as follows: Scope 1
emissions amounted to 1,265.563 metric tons of CO2 4859.282 4868.121 4906.925
equivalent, while Scope 2 emissions totaled 17,710.526 metric
tons of CO2 equivalent. The overall total emissions were

18,976.089 metric tons of CO2 equivalent. All subsidiaries have MitraStar Hsinchu site Wuxi MitraStar Zyxel Communications
obtained third-party verification for ISO 14064-1.

2021 2022 2023

mmm Zyxel Networks —0— GHG Emissions Intensity
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Scope 1 + Scope 2 Greenhouse Gas Emissions (Unit: metric tons CO2-e)

2021 2022 2023
Scope 1 Scope 2 total emissions Scope 1 Scope 2 total emissions Scope 1 Scope 2 total emissions
MitraStar 427.340 4,431.942 4,859.282 175.477 4,692.645 4,868.121 491.695 4,415.230 4,906.925
Wuxi MitraStar 597.583 16,152.061 16,749.645 611.873 12,088.811 12,700.684 633.955 12,146.485 12,780.440
Zyxel Communications 76.843 486.497 563.340 79.223 483.652 562.875 78.304 455.783 534.087
Zyxel Networks 86.877 686.496 773.373 97.332 693.191 790.523 103.524 693.029 796.552
Total 1,188.643 21,756.996 22,945.639 963.905 17,958.299 18,922.204 1,307.478 17,710.526 19,018.004

Note: In 2023, the MitraStar subsidiary in Wuxi, China, was included in the disclosure, and the emission data for 2021-2022 were updated accordingly.

Scope 3 Greenhouse Gas Emissions

Scope 1 Greenhouse Gas Emission Proportion . . . - - . - .
P P Both MitraStar and Zyxel sites have identified emission sources based on their organizational boundaries to

co2 . - - e 2. e L
T (tCO2e)) account for direct and indirect greenhouse gas emissions. However, the classification and quantification of indirect
‘ " emissions are challenging due to their complexity and difficulty in ensuring accuracy. Therefore, a "Materiality
() . . . . . . . . e . oy
4% CH4 Assessment Criteria" is used to identify emission sources that pose significant risks and opportunities to the
33314 company. After discussions among management representatives, considering practical, technical, and economic
. feasibility, each site has decided on key indirect emission sources for annual reporting, as shown in the table
’ below. Both the MitraStar and Zyxel sites have completed third-party verification and received I1SO 14064-1
HFCs N20 certification.
853.53... 1.64 The primary sources of Scope 3 emissions are energy and goods procurement. To reduce Scope 3 emissions, we
0% have required suppliers to conduct greenhouse gas inventories and collaborate on carbon reduction initiatives.
Emissi tCO2
= CO2 =CH4 =N20 =HFCs Categories Sources of emissions - m_ISSIOnS( ¢ -
MitraStar Site Zyxel Site
Emissions from upstream transport and } 17.82
o . distribution for goods ’
Scope 1 * Scope2 Emission Proportion (tCO2e) .
Category 3: indirect GHG Downstream Transportation and ) 2764.81
emissions from Distribution of Goods
. ’ \ Mobile U ROl i o1 Employee Commuting 305.4288 423.94
Fu9|§|ve \ Combustion o )
Erggs'ggs 27.78 emissions from business travels 99.3543 68.39
S .
c 0.2%
6.0% ’ Emissions from Purchased goods 870.2595 6023.68
o . Category 4: indirect GHG
Electricity CStatE)ona'ry emissions from products Upstream Emissions from Capital Goods - 171.92
15.500.77 ombustion db o
e 2532 used by organization )
93.7% 0.9% Waste Disposal 13.9783 87.61
Catggpry . indi'recthH'Gh Emissions from the Use of Products - 946033.30
= Electricity Fugitive Emissions emissions associated wit
= Mobile Combustion = Stationary Combustion AU O Pl Vs i End-of-Life Emissions from Products - 666.50

the organization.
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In response to the IPCC' s special report on limiting global warming
to 1.5°C, Zyxel Group has established short-, medium-, and long-term
carbon reduction targets. We are committed to the SBTi Science-
Based Targets Initiative and have submitted our commitment letter,
with plans to submit our SBT targets by 2025 to achieve our
commitment of net zero by 2050.

To meet the SBTi science-based targets, we have set 2021 as our
baseline year. Based on our assessed carbon emissions, we will utilize
the SBT carbon emissions calculation platform to set annual reduction
targets that align with keeping global temperature rise below 1.5°C.
Starting in 2021, we will conduct greenhouse gas inventories for Scope
3 emissions.

By joining the SBTi initiative, we aim to establish clear carbon
reduction targets and timelines, strengthen our reduction actions and
results, and fulfill our net zero commitment, demonstrating our
determination as an international company to contribute to global
sustainable development.

scopel

Evaluate using electronic company vehicles.

MHIStir:CS;ar . Purghase temperature and humidity control equipment with low :
siie refrigerant content. .
« Improve septic tank systems to reduce anaerobic emissions.
MitraStar - Replace diesel forklifts with electric forklifts. .
Wouxi site « Reduce generator testing time.
« Reduce frequency of company vehicle usage (prefer online .
communication). usage.
« Reduce frequency of lawn mower usage to reduce gasoline .
consumption.
Zyxel site « When maintenance and testing are in good condition, .

Develop solar photovoltaic system
Replace high-efficiency chillers.
Implement energy-saving responsibility zones.

Implement night-time lighting control; turn off unused lights
and air conditioning during security patrols.
Maintain energy-consuming equipment properly to prevent

In 2023, we initiated the plannin%of KPIs for senior management, department heads, and
teams responsible for executing the climate transition plan. This is aimed at promotlnP the
company's Ion%—term sustainable development through incentives. Simultaneously, to
encourage employees to achieve greenhouse gas reduction targets and enhance carbon
reduction efficiency, we organized a series of energy-saving and carbon reduction activities.

To incorporate climate risks into internal financial and operational decision-making, as well as
to develop internal carbon reduction strategies and promote a carbon reduction culture
within the company, Zyxel Group has begun drafting the implementation plan for internal
carbon pricing. This initiative aims to drive proactive internal carbon reduction by internalizing
the external costs of carbon emissions. The internal carbon pricing plan will align with the
company's climate goals, referencing carbon market prices and regulations to determine an
appropriate internal carbon price. Zyxel Group plans to officially launch the internal carbon
pricina initiative in 2025.

Scope2 Scope3

Indirect greenhouse gas emissions from purchased electricity.
Reduce greenhouse gas emissions from product use.
Reduce waste generated from operational activities.

Replace low-efficiency, high-power equipment (e.g., chillers).
Add photovoltaic power generation to reduce electricity
consumption.

Reduce business travel, increase the use of online meetings
Reduce waste generated from operational activities..

Continue managing electricity usage effectively.

Encourage employees to use stairs more to reduce elevator

Reduce business travels, increase the usage of online meetings.
Reduce energy consumption in product usage.

Reduce product weight (e.g., packaging, materials) to lower
transportation carbon emissions.

.

appropriately reduce diesel generator testing time to reduce
diesel usage.

Purchase refrigeration equipment that uses environmentally
friendly refrigerants.

increased energy consumption due to poor operational
efficiency.

Use smaller chillers during non-summer months to reduce energy
consumption.

Increase the recycling rate at the product disposal stage to
reduce incineration and landfill activities.
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Carbon Management Digital Platform

The Carbon Management Digital Platform is designed to manage
carbon data, including greenhouse gas emissions and carbon
footprint analysis. It also serves as a collaborative tool for
collecting carbon data from the supply chain, guiding supply
chain partners in emissions accounting. Zyxel Group has
established this carbon management system to regularly monitor
greenhouse gas emissions and calculate product carbon
footprints. The system provides data visualization for managing
reductions, tracking progress towards reduction goals, and using
analytical metrics to support decision-making and promote
reduction actions.

The system includes:

- Organizational Carbon Disclosure and Management Module:
This module helps Zyxel Group and its supply chain partners
efficiently manage carbon reduction strategies, organizational
data, and product carbon footprints. It supports communication,
collaboration, support, supervision, and reinforcement, driving
supply chain partners to understand and utilize the digital system
for carbon accounting.

- Product Carbon Footprint Calculation Module: This module
connects with Zyxel Group’ s own Green Product Management
System to display carbon footprint results across the product
lifecycle. It assists internal teams in rigorously examining carbon
emissions and footprints at each stage of the product lifecycle—
from design and supply chain collaboration to raw material
procurement, manufacturing, packaging, logistics, recycling, and
disposal—supporting the development of low-carbon products.
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B. Energy Management

Zyxel Group is committed to continuously improve energy and resource efficiency. Beyond optimizing the use of resources in product design and development, the Corporate
Sustainability Committee closely monitors international trends and regulatory requirements, conducting risk impact assessments and formulating responses. The committee
integrates energy-saving and carbon-reduction strategies and initiatives across relevant departments, establishes energy management plans, and continuously tracks performance
and progress.

Zyxel Group implements measures such as energy-saving initiatives, enhancing manufacturing process efficiency, replacing energy-consuming equipment, introducing energy
management systems, and planning for the use of renewable energy. These strategies are designed to address climate change risks and reduce the environmental impact of
greenhouse gas emissions. Additionally, the company promotes energy-saving activities among employees and conducts educational programs to raise awareness about energy
conservation and environmental protection.

Energy Goals and Achievements

Goals
Topic Strategy action Performance Indicators 2023 Goal 2023 Achievements SDGs
2024 short-term 2027 mid-term 2030 long-term

Electricity intensity reduction

10% reduction 17% reduction v 20% reduction 21% reduction 27% reduction
compared to the base year 2021.

Improve Energy Efficiency

leti f
Smart energy management system Completion o

Smart Energy Management g Plan introduction In progress v Hsinchu site - -
Energy implementation. . . e
implementation P
Management N ) ol - )
eplace Energy-consuming ep'acement of energy-consuming e lradaton | o aesess v Carmaled ) .
Equipment equipment.
Increase Renewable Energy ~ Completion of solar energy ) ) ) Begin installation of ~ *Completion of solar ~ Begin installation of
Usage installation. solar energy energy installation solar energy
Annual Electricity Consumption and Electricity Intensity
Energy Usage
.gy‘ ‘ 9 440 4.17
Unit: Gigajoules (GJ) 2020 2021 2022 2023
3.46 3.46
Purchased Electricity 97,999 107,028 105,693 97,664 116 4,612 4,670 4772
! =TT 7807 e
Diesel 22 149 78 53 =zsen ’ ’
. 63,401 62,516 62,725
Gasoline 311 487 319 691 53,828
Total Electricity
Consumpiian 97,999 107,028 105,693 97,664 35,425 36,224 35,705 34939
Total Energy
Consumpiian 98,332 107,664 106,090 98,409 2020 2021 2022 2023
Note: Energy Conversion: According to the energy product heat value table, diesel has a heat value of 8,400 MitraStar Hsinchu site Wusxi MitraStar Zyxel Communications

kcal/L, and gasoline has a heat value of 7,800 kcal/L. 1 kcal = 4.184 kJ. Conversion factor for gasoline/diesel:
[Usage (L/year) * Calorific Value (kcal/L) * 4.184 k)/kcal] / 1,000,000\text{[Usage (L/year) * Calorific Value mm 7yxel Networks Electricity Intensity
(kcal/L) * 4.184 kJ/kcal] /,000,000}[Usage (L/year) * Calorific Value (kcal/L) * 4.184 kJ/kcal] / 1,000,000
Note: In 2023, MitraStar Technology 's subsidiary, Wuxi MitraStar in China, was included in the disclosure,
and the emissions data for 2020-2022 were simultaneously updated.

Electricity Consumption: Gigajoules (GJ)
Electricity Intensity: Electricity Intensity = Electricity Consumption (GJ) / Zyxel Group Consolidated Revenue (NTD million)
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| Energy Management Platform

Zyxel Group has established an "Energy Management Digital Platform" that utilizes Al-
based energy-saving technologies to effectively manage energy efficiency. This platform
analyzes energy efficiency, usage, and consumption processes to identify high-energy
hotspots and determine opportunities to improve energy performance. The system
includes modules for monitoring, data management, analysis, optimization, control,
surveillance, and reporting, all aimed at enhancing energy usage and efficiency. This
ensures the minimization of energy costs while maintaining reliable and sustainable
energy supply. The smart energy management system features digital management
functions for air conditioning and electrical energy.
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| Renewable Energy Usage Plan

Renewable energy utilization is a critical strategic goal within Zyxel Group's energy
management plan. In 2023, Zyxel Group initiated a solar power installation project, starting
with the installation of photovoltaic systems at the MitraStar Hsinchu plant in Taiwan and
the MitraStar Wuxi plant in China. This project is expected to be completed by 2025, with
an estimated total generation of approximately 1.76 million kWh, which will account for
6.47% of the total electricity consumption. For new facilities currently under planning, solar
photovoltaic systems have also been incorporated into the design to progressively increase
the use of renewable energy.

In alignment with Zyxel Group's commitment to the SBTi 2050 net-zero target, the company
is not only focusing on self-generated solar power but also planning for the use of other
renewable energy sources and the procurement of renewable energy certificates to
enhance the overall renewable energy usage ratio. Zyxel Group supports the RE100
renewable energy initiative and has evaluated joining RE100 to demonstrate its
commitment to clean energy and proactive low-carbon transformation.

| Replace Old Equipment

In the low-carbon manufacturing process, a comprehensive evaluation of major
energy use across the entire plant is conducted to identify processes where
production improvements and energy savings can be achieved. This analysis

prioritizes the updating of relevant equipment.

By analyzing the efficiency of the SMT process temperature and humidity
control system and wave soldering process equipment, outdated equipment
with low energy efficiency, such as ice water chillers, soldering furnaces, and
reflow ovens, has been identified. These old equipment are targeted for carbon
reduction upgrades to optimize production processes and manufacturing

techniques.

It is estimated that this initiative will result in an energy savings of 1.1 million

kWh and a carbon reduction of 546 tonnes.

| Energy Saving Solutions

item 2021 2022
Lighting System
Installed LED lighting Energy - 605.89
Installed sensor lights in Sczt'gg;
basement reduction = 85,665
Air Conditioning System
Reduced night-time chiller
operation time & replaced SR 92.97 87.69
cooling tower heat savings
exchanger
Replaced cooling tower Carbon 14,307 12,399
heat exchanger feguction
Management System
Energy
Reduced exhaust fan savings ) )
operation time Carbon ] )
reduction
Production System
Energy
Integrated tin furnace savings 51813 -
operation Carbon
reduction 79,735 -
EeI 611 694
Total savings
Catbon 94,042 98,064
reduction

unit: Energy savings (kWh) , Carbon reduction (kg CO2-¢)

2023

1,260.44
189,441

709.30

111,966

50.77
6,967

2,021

308,375
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C. Water Management

Zyxel Group’ s subsidiary MitraStar’ s production process is based on assembly and does not use water so the company does not consume a lot of water resources. We mainly

use water for basic factory facilities and people's daily life needs and the sources are all tap water. With limited water resources in Taiwan, Zyxel Group also actively promotes
various water-saving measures to reduce water use.

Zyxel Group actively implements water conservation measures, resulting in a year-on-year decrease in water intensity. In 2023, the water intensity was 4.83, representing a 22.43%
reduction compared to the baseline year of 2021.

| Goals and Achievements

= Continue to implement

Water daily water saving Percentage Reduction in Reduced by
Management measures Water Intensity Comparedto ~ Reduced by 10%. v Reduced by 23%  Reduced by 24% Reduced by 26%
9 + Water Conservation Baseline Year 2021 22.43%

Education and Advocacy

1. Water Resources Management Policy

The water resources management policy aims to achieve the results of saving water resources
through water-saving facilities, water-saving measures and education promotion.

| Water risk assessment

To understand water resource risks, we refer to the World Resources Institute (WRI) Water Risk
Assessment Tool, specifically the "Aqueduct Water Risk Atlas," to identify potential impacts and
risks at each production site. The analysis indicates that our production and operational
locations in Taiwan are situated in low water stress risk areas, while the Wuxi site in China, located
in a high-risk area, has proactively implemented water conservation measures in response.



https://www.wri.org/aqueduct?_ga=2.233256411.471005747.1556241536-1307547811.1556241536
https://www.wri.org/aqueduct?_ga=2.233256411.471005747.1556241536-1307547811.1556241536
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2. Water Management

| Water saving measures

Cherish water resources, specific measures include:

Assess water usage to improve efficiency

Set targets to reduce water consumption

Install water-saving faucets in all employee washroom facilities
Install water-saving devices

Control water usage for exterior wall cleaning and irrigation
Adjust the blowdown ratio for cooling towers

Promote water-saving concepts and plans among employees

| Wastewater Management

Sewage from MitraStar and Zyxel sites are included in the waste water plant of the
Hsinchu Science Administration Bureau for treatment. The sewage treatment fee
is paid quarterly according to the water quality and volume, so it has not caused
damage or impact to the surrounding ecology of the operating base.

Simultaneously, regular outsourced wastewater testing is conducted on the
sewage discharged into the drainage system of the Hsinchu Science Park to
ensure compliance with standards. The industrial wastewater discharge from the
Hsinchu Science Park is coordinated and managed by the Park Administration's
wastewater treatment plant, eliminating the need to apply for pollution facility
installation permits or pollution emission permits in accordance with regulations.

In 2023, there were zero wastewater discharge pollution incidents.

Historical Water Usage

(M Liters/year) 2020 2021 2022 2023

Surface water

Underground
water
Third-party water 152.76 159.85 164.06 146.69
Total water 152.76 159.85 164.06 146.69
withdrawal
Total water
. 109.55 119.17 121.38 107.76
discharge
VRIS 43.19 40.69 42.68 38.93

consumption
Note: In 2023, the MitraStar subsidiary in Wuxi, China, was included in the disclosures, and the
water data for 2020-2022 has been updated accordingly.

Water Withdrawal Volume and Water Intensity

6.87

: 20

430 =rrge
99.19 110.01 11154 9481
2020 2021 2022 2023

mmm MitraStar Hsinchu site
mm Zyxel Communications

Wouxi MitraStar
mmm Zyxel Networks

Water Intensity: Water withdrawal volume (cubic meters) / revenue (million NTD)
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D. Waste Management

We continue to improve our production equipment to meet international environmental protection requirements and help protect our environment. MitraStar’ s Hsinchu site
includes a manufacturing plant. In terms of environmental considerations, the main environmental pollution sources that may arise are reflow ovens and wave soldering ovens

for soldering operations. The exhaust gas contains trace metal fumes and volatile organic compounds.
Goals and achievements

Goals

Topic Strategy Actions Performance Indicators 2023 Goal 2023 Achievement
2024short-term 2027mid-term

Percentage reduction in Reduce by

» Promote Waste waste intensity compared to Reduce by 10% 14 67% v Reduce by 15% Reduce by 16%
. (o}

2030long-term

Reduce by 18%

Waste ificati i ;
Classification and Reduction the baseline year of 2021.
management « Strengthen Waste
R li R .
ecycling and Reuse Waste Recycling Rate >70% 80% Y >70% >80% >82%

SDGs

Most wastes produced on the MitraStar Hsinchu site fall into three categories:

» General commercial wastes: These are mostly daily-life garbage.
» Hazardous commercial wastes: Waste organic solvents, tin and lead pieces as well as electronic components.

» Recyclable materials: Paper, plastic and iron/tin cans.

1. Reduced use of raw materials

The amount of raw materials used in the manufacturing processes is deliberately decreased to save
on costs and to cut the waste. The reduction has been realized with the following methods

« Packaging materials are recycled
 Low-volatility solvents are used to reduce the amount needed

« Closed spraying system for less organic solvent usage
Improved flowing path in tin ovens for less tin bar usage
Fans are replaced by smart heat | ‘ |

dissipation mechanisms
The packaging material for heat sinks has been changed from wooden boxes to cardboard boxes

The discarded wooden boxes are provided to farmers for use as chicken breeding boxes

Notel: In 2023, Zyxel' s subsidiary, Wuxi Zyxel Technology in China, was included in the disclosure, and the waste data for 2020-
2022 were simultaneously updated.

Note2: Zyxel site only generate "general household waste" and "recyclable materials," which are collectively managed and
transported for disposal by the Hsinchu Science Park Administration. Therefore, there are no records of the weight of waste

collection and disposal.
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2. Management and recycling of wastes

During the manufacturing processes we employ workflow improvement and
material recycling to cut both acquisition costs and pollution to the environment.
Under the strict supervision of MitraStar, qualified processing service providers
separate and categorize all recyclable or reusable materials and report them online
as required by the Environmental Protection Administration.

In 2023, the MitraStar produced 1022.65 tons of general commercial waste, 24.382
tons of hazardous waste, and recycled 80.08% of waste resources. All wastes were
confirmed to meet the Environmental Protection Administration’ s standards. The
wastes are managed with the following principles:

» Experts from the Environmental Protection Administration are invited to instruct
us on how to separate different waste materials.

« Paperis cut and bound to become notebooks.

« Packaging material made of PVC is reused.

» Waste tin or lead pieces are collected and melted to make blocks.

« Inseparable metal wastes are recycled to become raw materials or even works of
art.

The rest of the waste shall comply with environmental protection laws and be

entrusted to qualified removal and treatment manufacturers for physical or other

forms of treatment.

Waste Generation Volume and Waste Intensity

0.048
0.046
0.043
0.041
i i .
2020 2021 2022 2023

mmmm General Industrial Waste Hazardous Industrial Waste =~ —@— Waste Intensity

Units: Waste Generation Volume: Metric tons, Waste Intensity: Metric tons / Revenue (million NTD)

Waste Recycling Situation

(Unit: Metric Tons)

Category Handling Method 2020 2021 2022
Reuse for Original Purpose 0 0 0
General . cvcling 90671 106577 110125
Business FarR r 0 077 595
Waste Other Recycling X .
INEE 906.71 1066.54 1106.50
Reuse for Original Purpose 0 0 0
Hazardous p. v cling 63.84 90.08 82.80
Business her R li 10.20 12.16 22.51
Waste Other Recycling L . .
A 74.04 102.23 105.31
Waste Direct Disposal Situation  (unit: Metric Tons)
Category Handling Method 2020 2021
Landfilling 0 0
Incineration for Energy Recovery 0 0
General : : :
Business Simple Incineration 38.45 43.01
Waste Other Treatment 0 0
Treatment Unknown 0 0
INEE 38.45 43.01
Landfilling 1.45 2.18
Incineration for Energy Recovery 4.52 24.02
Hazardous  Simple Incineration 0 0
Busi
3\7;2?:5 Other Treatment 0.35 0.27
Treatment Unknown 0 0
Nt 6.32 26.47
Waste Generation and Recycling Rate  (unit: Metric Tons)
2020 2021 2022
General Business Waste 38.45 43.01 39.85
Hazardous Business Waste 6.32 26.47 66.15
Total Recycling / Reuse Amount 980.76 1168.77 1211.80
Total Waste Generation 1025.53 1238.25 1317.81
Waste Recycling Rate (%) 95.63% 94.39% 91.96%
0.046 0.048 0.043

Waste Intensity

2022

39.85

39.85
1.88
64.28

0.00

66.15

2023
0
979.24
12.61
991.85
0
107.63
8.03
115.66

2023

30.80

30.80

1.73

109.60

0.24

111.57

2023
30.80

111.57
1107.51
1249.88

88.61%
0.041
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E. Air Pollution Prevention

Zyxel Group' manufacturing facilities do not emit ozone-depleting substances or sulfur oxides, and there are no significant emissions of other air pollutants. The only emissions
are volatile organic compounds (VOCs) and nitrogen oxides (NOx). In 2023, the emissions were 9.27 metric tons of VOCs and 0.06 metric tons of NOx. These emissions are

reported and fees are paid on a quarterly basis.

Reduction of Volatile Organic Compounds (VOCs)

_----- To address VOC emissions, we are implementing active reduction measures,

including:
0.03 0.04 0.04 0.06 10% Reducing the residual amount of chemicals in containers.
533 6.59 8.70 932 Reduction Covering solvents when not in use.

Replacing old tin furnaces with new ones in 2024, aiming for a 10% reduction in

0.24 0.26 0.28 0.31 ..
VOC emissions.

Note: The air pollution calculation scope includes the MitraStar Hsinchu and Wuxi factories. Zyxel
Communications and Zyxel Networks, being non-manufacturing companies, do not have air pollutant emissions.
Direct Volatile Organic Compounds (VOC) Emissions

0.31
0.28

—0
0.24
F—

mmm /OC  ==e==\/OCs Emissions Intensity
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F. Biodiversity

We have responded to the TNFD biodiversity initiative by establishing the "Zyxel
Group Biodiversity and No Deforestation Commitment,” which has been approved
by the Board of Directors. This commitment involves engaging with external
stakeholders across all business operations and value chain management.
Additionally, biodiversity is integrated into our risk assessments concerning the
ongoing management of operations, and we have identified no biodiversity-related
risks in our operations, taking proactive measures to address potential challenges.

We have also incorporated biodiversity into our supplier code of conduct, requiring
suppliers to comply and support biodiversity alongside the value chain. Zyxel Group
is taking active steps to preserve biodiversity and forest conservation, reducing
negative impacts on the natural environment and addressing the challenges posed
by climate change to ecosystems. We aim to complete the TNFD nature-related
financial disclosure report by 2024 and will publish it on our official website.

-

Biodiversity and No Deforestation Commitment

Zyxel Group and its value chain suppliers and partners avoid establishing factories

or conducting operations near globally or nationally significant biodiversity areas.

» Compliance with all international and local forest and biodiversity laws and
regulations relevant to our operations.

« Avoiding or minimizing the impact of Zyxel Group's value chain operational
activities on biodiversity.

« Conduct regular biodiversity risk assessments, set priorities and targets, and
adopt mitigation measures according to the mitigation hierarchy (Avoidance,
Minimization, Restoration, and Offset) to achieve the goal of No Net Loss (NNL)
in operational activities.

» Aim to achieve Net Positive Impact (NPI) on the environment and ecology, as
well as No Gross Deforestation by 2050, committing to biodiversity preservation
and preventing deforestation.

« Collaborating actively with non-profit organizations to support initiatives and
efforts related to forest and biodiversity conservation.

 Promoting biodiversity awareness among stakeholders such as employees,

suppliers, etc., and organizing actions that contribute to ecological conservation.

Biodiversity Risk Assessment

Zyxel Group utilizes the Biodiversity Risk Filter (BRF) tool and database developed by
the World-Wide Fund for Nature (WWF) to assess biodiversity risks associated with
its own operations and those within its supply chain. The BRF tool evaluates risks
based on the "Dependency” and "Impact" relationships between business activities
and biodiversity. It categorizes these risks into eight major types and 33 specific risk
items, including both Physical Risks and Reputational Risks. Zyxel Group also plans to
incorporate future regulatory risks into its analysis in line with BRF updates.

The company has conducted risk assessments for its 20 global locations, spanning
Asia, Europe, and the Americas, as well as for 20 key suppliers. These assessments
consider the industry attributes, operational locations, and the significance of each
supplier to Zyxel' s operations.

Biodiversity is also integrated into Zyxel Group's risk management framework,
aligning with climate change-related financial impact assessments (TCFD). The results
of these analyses prioritize high-risk areas, where immediate mitigation measures are
taken to minimize ecological impacts.

Physical and Reputational Risk Assessment Matrix for Company
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Top 10 Risk Categories - Number of Operational Sites with Risk Ratings

Zyxel Group Suppliers
3.6 Tropical Cyclones 11 { 2 — 5.4 Pollution 4 _
2.2 Water Condition 5] | = _ 7.3 Labor/Human Rights _
6.1 Protected/Conserved Areas 6 | 4 _ 6.1 Protected/Conserved Areas 11 [ 1 _
3.2 Fire Hazard z 11 _ 8.1 Media Scrutiny 14 _
1.1 Water Scarcity 115 _ 1.1 Water Scarcity 14 _
7.3 Labor/Human Rights 6 2 6 _ 3.2 Fire Hazard 3 12 _
8.3 Sites of International Interest 14 _ 6.5 Range Rarity 5] 4 7 _
Verylow  Low  Medium  High Veryhigh
(1.0-1.8) (1.8-2.6) (2.6-3.4) (3.4-4.2) (4.2-5.0)
Results of Biodiversity Risk Analysis Biodiversity Risk Mitigation Measures

Based on BRF analysis, Zyxel Group's 20 operational sites across Asia, Europe, andthe ~ To address biodiversity risks, Zyxel Group is committed to ensuring that its operations
Americas, along with 20 key suppliers, were evaluated. The analysis identified thetop ~ comply with all international and local forestry and biodiversity laws and regulations. The
10 risk factors for each site, including both dependency and impact risks. Risks such company adopts avoidance and mitigation measures to minimize environmental and
as limited wildlife resources, water quality issues, water shortages, and pollution, biodiversity impacts.

SIS U O 275 MR (7 OGN Regular assessments of biodiversity impacts are conducted, integrating biodiversity

The analysis revealed that for both Zyxel Group's operational sites and its suppliers, protection into business decisions. Zyxel plans and carries out ecological conservation

tropical cyclones pose the highest dependency risk, while proximity to protected activities, strengthens environmental education for employees, and encourages their

areas represents the highest impact risk. participation in biodiversity protection efforts. The company also actively collaborates

with local communities, supporting biodiversity-related issues and participating in the

Category Item Mitigation Measures establishment and management of local protected areas, further reducing the impact of
Tropical Tropical Cyclones: Conduct annual emergency business activities on the natural environment.

Dependency Risk EpemER el earaesell eits In Resorekme: For suppliers, Zyxel leads efforts in biodiversity protection, ensuring that they adhere to

Cyclones with disaster emergency procedures. &g . PR : f
principles of sustainable resource use. The company prioritizes sourcing environmentally

iz @onla with all intmrtere] e certified materials from suppliers to prevent impacts on local biodiversity.

Impact Risk Protected Areas | local forestry and biodiversity laws and
regulations at operational locations.
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Ecological Conservation Actions Factory Green Beautification

Zyxel Group' s operational sites are located in densely developed urban areas, not near ecological protection zones. The construction and Awardfe;d the "Factory Green
operation of company facilities have not significantly impacted the surrounding ecosystems. We strictly adhere to environmental regulations to Eeaytl |cat|otn la'&d. "
prevent our operations from affecting biodiversity conservation. In Taiwan, through the Zyxel Foundation, we continue to undertake natural Cr;\g:ogtr;r;ieonn%rizg‘llnbenance
ecological protection projects and conduct employee education and advocacy. We initiate a series of activities to promote natural conservation Hsinfhu L Park)./

and biodiversity, fulfilling our responsibility to mitigate ecological impacts and achieve a positive environmental impact with no deforestation.

MitraStar Park, Zyxel Park Biodiversity and Ecological Conservation Tour

Both the MitraStar site and Zyxel site are equipped with parks, with the goal of

preserving biodiversity. These parks also provide spaces for employee relaxation

and serve as educational environments for promoting environmental diversity.
MitraStar Park Zyxel Park

2
The green area of the park reaches5,140 m The green area of the park reaches5,140 m?

Ecological experts have been invited to organize biodiversity and ecological
conservation guided tours within the company's parks.

“Nature Valley Environmental Trust Base" Reforestation Project

Zyxel Foundation has adopted the "Nature Valley Environmental Trust Base" reforestation project, specifically the "Pencil Tree Conservation Ark
Plan," located near the Zyxel Group headquarters in Hsinchu County. This project aims to restore the endangered pencil tree species, offering
hope for its future and actively supporting environmental sustainability and biodiversity.

Additionallv. Zvxel Foundation collaborates with the Nature Vallev Environmental Trust Base to oraanize ecoloaical exoerience activities.
These events allow employees 3
to connect with the land,
experience valuable natural
and cultural assets, calculate
their daily carbon emissions,
and measure the carbon
storage of trees. This initiative
integrates ESG  education
deeply into the employees'
consciousness.
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D. Sustainable Packaging & Shipping
E. Disposal & Recycling

F. Carbon Footprint Disclosure
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Sustainable Product

Q m Sustainable Strategy: Innovative sustainable product
Sustainable product commitment

The era of green consumption is approaching as the world' s awareness of environmental ?. Major Issues: Sustainable product
protection and concern about climate change is raised. We, as an international network
communication company, are deeply aware that developing green industries and following %
international green regulations will help sharpen our global competitive edge. Zyxel Group -
formulates green product policies, works together with the employees, suppliers, and customers

in confronting the impacts of climate change on the world, commits to the minimization of the ﬁ SDGs
environmental impacts throughout our products’ life cycle, and supports the net-zero emission

initiative with them.

Stakeholders: Customer Supplier

Performance Highlights

Fully implemen.ted packaging Assisted the Environmental
design Protection Administration in

75% of product boxes made 0 products violating hazardous Formulating standards
from recycled paper substance management for caIcuIating

14 products use PCR recycled
plastic for their casings

without PE bags

(except for customer-specific environmental
requirements/EMS) information disclosure
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Green Product Policy

Zyxel Group's green product policy focuses on ensuring that products
meet international environmental standards throughout their design,
manufacturing, packaging, transportation, and recycling processes.

The policy aims to develop strategies to reduce environmental impact

Green Product Management Strategies

Zyxel Group' s subsidiaries, MitraStar Technology, Zyxel Communications and Zyxel Networks,
strictly control their product quality and obtain the ISO 9001 & TL 9001 quality management
system certificate on an ongoing basis. Different green management systems are introduced
based on the business nature, e.g., R&D and OEM of products, brand management, and channel

and includes five key implementation policies: compliance with
environmental regulations, green product research and development,
minimizing the environmental impact over the product lifecycle,
restrictions and regulations on harmful substances, and green supply
chain management. These efforts are directed towards sustainable
development, reducing resource consumption, lowering pollution, and
promoting a circular economy with green products.

sales, for the product life cycle involving product design, supply chains, green products,

manufacturing, packaging and transportation,
and waste and recycling, thereby monitoring the
environmental impacts of the products
throughout all stages, from raw materials,
production, transportation, use to disposal.

Green
Management

Policy

Green Channel Green Design

The products of our subsidiaries are sold e
o through the green channels of e-commerce
Compliance with environmental platforms to mitigate the environmental Product { .
regulations and customer 2 0ng 0 Carbon Sustainability Green Supply
requirements impacts of the sale. In addition, marketing Footprint Product } Chain
Y programs are developed for green products to Pisclosure
Green supply motivate customers to buy the products and to
management give green education.
We launch a product carbon footprint label e Green Product

Goals and Achievements

Major
Issue

Operational

Actions
Impact

Green  Enhance the e «Green product- « Develop operational ¢ Use PCR recycled 14 products used PCR « Implement ISO 14064- « Develop comprehensive « Use recycled plastic
Products | sustainable value related design procedures for product plastic for product recycled plastic casings. 1/14067 module for the product environmental « Energy-efficient hardware/software
of products by guidelines and carbon footprint. casings. Plastic-free packaging. product carbon footprint footprint impact reports. « Plastic-free packaging
implementing checklists « Achieve product ¢ Adopt plastic-free 75% recycled paper for platform. « 100% recycled paper packaging
green product establishment. carbon footprint packaging. product boxes. « 100% implementation « Comprehensive environmental !‘
research and «Product carbon management targets. | * Use recycled paper for Provided product carbon « Achieve certification for of green product design. footprint reports
designs to reduce footprintinventory | Proportion of green product boxes. footprint reports upon the first carbon-neutral « Design considerations for m

environmental

and management.

g
Reduce product

life cycle impact
on the environment

Performance
Indicators

product design

2023 Goals

Provide product

project to answer the customers’ demand for
information on the carbon emissions of the
products and achieve green marketing for
consumers by disclosing the carbon footprints
of the products.

2023 Achievements ‘
| 2024 short-term

2027 mid-term

Manufacturing,
Package and
Shipping

Goals

2030 long-term

customer requests.

product (ISO 14068-1).

disposal/recycling/repair/reuse/refurbis

impact. «Green product implementation. carbon footprint hment/durability/SoC
design and reports upon customer
packaging requests.

implement.




ZYXEL 2023 Zyxel Group Sustainability Report|98

G ROUVP

A. Green Collaboration System

We launch excellent products and provide customers with high-quality services with the concepts of leading technology, excellent quality, customer satisfaction, and sustainable
development. They follow the Hazardous Substances Restriction Directive, Waste Electrical and Electronic Equipment Directive, Packaging and Waste Packaging Materials Directive,
EU Chemical Registration, Evaluation, Authorization, Restriction Regulations, Batteries, Waste Batteries and Waste Batteries Directive, Energy consumption related products
Ecological Design Directive (ErP), Conflict Minerals, Stockholm Convention Persistent Organic Pollutants (POPs), EPA Toxic Substances Control Act, and other requirements to prevent
pollution and reduce impact on the environment. These policies help minimize impact on sustainable development and achieve the goal of sustainable cooperation with suppliers.
Combining relevant instructions and requirements with the ISO9001&TL9000 Quality Management System and 1ISO14006 Environmental Management System - Ecological Design
through the PLMS (Product Life Management System) gives us systematic and structured methods that are effective throughout the entire product development and life cycle. We
implement control and supervision to reduce the impact on the environment and we continue to obtain the ISO14001 environmental management system verification certificate.

Sustainable Product Collaboration System Green Information

Collection system

In order to fully implement green business management, we have Agent Outsourcing Customer

built a "Green collaboration information system” to control each L

stage from the suppliers of raw materials, production, manufacturing, Customer \ j Customer
transport, to usage and disposal to ensure all meet green Requirement 7" shipment Acceptence

requirements in every aspect. It is jointly implemented by MitraStar's T I
factories in Hsinchu and Wuxi China, and continues to obtain QC
080000 hazardous material process management certification. ( \

Through use of the " Collaboration Information System" including
"Green Product Database", "Life Cycle Analysis System”, "3R and Proposal Design EVT DVT PVT&MP EOL
disassembly Report Database" and "Restriction of Hazardous =)= >—0 —) ® > *®
Substances Management System", MitraStar aggressively controls its «© o o e o @
environmental impact in the entire lifecycle of all of its products, in its

commitment, and in its responsibility as a corporate citizen in
developing a low-toxic, waste-reducing, easily recyclable and energy-
efficient product.

With establishment of the “Information Management System for
Green Product Collaborative Operations” , we become the first in the
industry to implement many green development initiatives.

Green Spec-In Collaboration® Green Supply Chain Collaboration Recycling Collaboration
Green Design database Green platform 1QC XRF test
-RoHS data collect Er P/LCA management system
-WEEE data collect 3R report system
-ErP/LCA data collect

3*party(5GS,...)

3R Report Design for

¢ Environment Declaration

Supplier

Association
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B. Sustainable Design

The goal of Zyxel Group's green products is to minimize the impact of products on the environment. Zyxel Group is committed to optimizing product energy efficiency and

reducing materials used to cope with climate change. We comply with international regulations and requirements, including but not limited to: 2009/125/EC and amending
Regulation (EC) No 1275/2008, ENERGY STAR - Small Network Devices, and the European Union Code of Conduct (CoC).

In addition to optimizing product energy efficiency, Zyxel green products use low-power external power supplies, all of which comply with the European Union's ErP Regulation
(EC) No. 278/2009, the US CEC of the United States, and Canada's CSA C381.1-08 to reduce product usage energy loss.

Three Principles of Green Product Design:

1. Material Selection for Products: Based on three criteria: :
Reduced Usage, Utilization of Recycled Materials, Consideration of Material Suitability

* Reduced Usage: In response to the circular economy, the use of virgin materials is minimized from the beginning of the product lifecycle, and

* Implement standardized component design, defining 38 categories of parts, with an estimated 305 part numbers to be designated as PCL (Preferred Component List)
to enhance component sharing.

* 21 hardware circuit design modules have been defined, with 8 modules completed and introduced into mass production in key projects, while the design and
verification of 13 modules are ongoing.

* Use of Recycled Materials: Zyxel Communications uses 95% PCR (Post-Consumer Recycled) plastic materials in product structural design and thermal requirements.
At the end of 2022, the first green product with an outer casing made from PCR plastic was launched.

* By the end of 2024, all Zyxel green product casings are expected to be made from PCR recycled plastic.
* Consideration of Raw Material Ecological Characteristics:

* Selection of Components with Green Certifications: IC chipsets and power supplies are certified by RoHS, Energy Star, ErP, CoC, etc., with 100% of the PSUs meeting
ErP and RoHS standards.

* Implementation of Hazardous Substance Management: Products are designed and developed with priority given to user safety and health, complying with RoHS,

WEEE, ErP, and REACH standards. The 2023 report from the European Rapid Alert System for Dangerous Products (RAPEX) indicated that Zyxel Group produced zero
unsafe products.




ZYXEL 2023 Zyxel Group Sustainability Report|100

G ROUVP

2. Product Structure Design: Focuses on "simplification,” "standardization," and "modularization”

Aiming to reduce unnecessary hardware design to lower energy consumption and decrease product size, thereby reducing carbon emissions. Cloud-based CAD tools with
Al computation are used to optimize product structure design, achieving the same structural strength with minimal plastic usage.

I 7

Execution Results S
- Completed the revision of the green product design guide, including PCR plastic, plastic-free packaging, recycled aluminum, e /:fﬁﬁ;?>
- Implemented 38 projects focused on easy assembly/disassembly, achieving a 100% completion rate. té\ v
A

- Implemented 37 redesign projects, with a completion rate of 97.37%. GG ( ©'|

- Integrated PCR recycled plastic into product casings in 16 projects. W z\ﬁ A f /

- Fullyimplemented plastic-free packaging design (except for special customer requirements/EMS). Wi Y

- Achieved over 85% pallet stacking utilization in 41 projects, with a completion rate of 83.67%. Y - b\___-/gx

- Adopted single PCB designs in 30 projects to avoid using multiple boards, achieving a completion rate of 71.43%.

3. Product Usage Design: Guided by the principles of "High Efficiency,” "Energy Savings,” "Low Impact,” and "Extended Product
Lifespan,” aiming to enhance the practicality and satisfaction of consumers with the product.

Aiming to enhance the practicality and satisfaction of consumers with the product.

Energy-saving Design:
* Software Energy-saving Design

* Power-saving Mode: Automatically enters power-saving mode when Ethernet connection is inactive.
* Wake-up Mechanism: Continuously maintains power-saving mode until network activity resumes.
* Scheduling Mode: Schedules Wi-Fi connection status based on user habits. Hardware Energy-saving Design

° Hardware Energy-saving Design

* LED Indicators: Zyxel Communications Use highly efficient LED bulbs; reduce default LED brightness; adjust brightness through buttons or software.
° External Power Supply: Choose power supplies certified by RoHS, Energy Star, ErP; high-efficiency energy conversion: >90% DC/DC conversion; optimized energy

supply for Type C power supply.
Easy Refurbishment : Casing design facilitates easier maintenance and refurbishment, meeting low-impact requirements.

* Snap-fit Design to replace Adhesives and Hot-melt

* Adhesive-free Assembly: Back and front covers are assembled without adhesives, allowing technicians to disassemble the
product casing during refurbishment without special tools

* Textured Design: Special embossed texture design on the back cover prevents scratches during refurbishment

Durability: Prolongs the product's lifespan
° Meets IP68 Standard: Our high-end outdoor routers comply with the IP68 standard, ensuring the product can operate in extreme environments.
° Built-in SFP/SFP+: Incorporates SFP/SFP+ casing, supports various network architectures and aiding service providers in seamless upgrades using the same product,

thereby avoiding wastage during technological upgrades.
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C. Sustainable Manufacturing

We focus on the inputs and processes during manufacturing, including source management of raw materials, clean production efficiency at the supplier end, output from the manufacturing process,
the product itself and its provided services, and the byproducts of production and the related processes. All material flows, including energy and resource flows, related to these inputs and outputs
are the environmental footprint concerns we have for the manufacturing process. Through a comprehensive assessment of environmental performance indicators, we consider the results and
impacts, quantitatively analyzing the value created for society and its correlations.

We are verified by ISO 14001:2015 Environmental Management System and ISO 45001:2018 Occupational Health and Safety Management System, aiming to maintain the effectiveness of the
environmental health and safety management system. We continue to promote continuous improvement activities, develop improvement plans, assess their effectiveness, and undergo annual

external audits conducted by verification bodies.

Additionally, we have obtained IECQ QC080000:2017 certification for hazardous substance process management, ensuring tha all products comply with customer and relevant regional requirements
for hazardous/substance restrictions and recycling directives. We go beyond standard requirements to establish internal requirements for green products, environmental protection, safety, health,

and the manufacturing environment and processes.

Sustainable Raw Materials

Ve

-

\\\W

Policy

Zyxel Group is committed to sustainable raw material
management, covering the entire process from
sourcing to the production and sales of the final
product. By actively collaborating with internal and
external stakeholders, we aim to use resources
responsibly and reduce environmental impact. Our
approach to manage and utilize raw materials aligns
with sustainable development principles, promoting
environmental  protection, sustainable resource
utilization, and supply chain transparency. Zyxel Group
has established the "Sustainable Raw Materials Policy,"
which has been approved by the Board of Directors.

Strategy

@ Strictly adhere to international hazardous
substance environmental management standards and
customer requirements to ensure product design and
manufacture comply with relevant regulations.

® Implement sustainable raw material actions

to minimize the negative impact of raw materials on
sustainable development.

® Promote the concept of a circular economy

by continuously increasing product sustainability and
the use of recycled materials.

® Increase the use of third-party verified raw

materials to ensure sustainability and verifiability of raw
material sources.

® Collaborate with business partners and value

chain stakeholders to implement best practices for
sustainable raw materials.

@ |dentify and protect globally and nationally
significant biodiversity conservation areas, avoiding the
use of raw materials that may originate from these areas
to reduce ecoloaical impact.

\

4

Sustainable Raw Material Actions

® Raw Material Selection Priorities

Implement Life Cycle Assessment (LCA) to evaluate the entire life cycle of raw materials, including resource consumption and
environmental impact. Recycling is the key consideration, involving not just end-of-life processing but also material recovery and reuse.
We analyze "closed-loop recycling” and "open-loop recycling” and find that recycling plastic products can significantly save about 97%
of production energy, optimizing resource circulation and reducing waste.

® Tracking Raw Material Sources

Apply LCA to trace the environmental impact of products from raw material procurement, manufacturing, usage, to disposal,
identifying carbon emission hotspots and requiring third-party verification. Zyxel Group emphasizes the "Reduce, Reuse, Recycle" (3Rs)
principle to minimize waste, extend product life, and increase recycling rates, thus reducing overall environmental impact.

@ Reducing Negative Environmental Impacts of Raw Material Production

Use Life Cycle Impact Assessment (LCIA) to identify environmental impacts from raw material procurement to final disposal,
highlighting the most significant environmental impact stages to guide sustainable design and operational decisions. Analyze
environmental issues like Global Warming Potential (GWP) and Ozone Depletion Potential (ODP), using data and model results to
implement eco-design measures, support policy development, and identify opportunities to reduce environmental impacts, providing
scientific basis for product environmental labeling.

@ Reducing Negative Social Impacts of Raw Material Production

According to ISO 14020 series standards, disclose environmental information about products and services, and attach environmental
labels on products, sustainability reports, or promotional materials. These labels are based on scientific and fair assessment methods
to help consumers understand the environmental impact of products and make more informed choices.

® Setting Targets for Sustainable Raw Material Shares and Recycled Material Ratios

Provide transparent environmental information about products based on ISO 14025 Type Il environmental labels, showing specific
environmental data and benefits. Since 2022, we have implemented this environmental declaration system, aiming to set targets that
meet all customer needs and improve continually to achieve consensus.

® Reporting Progress on Sustainable Raw Material Procurement Targets

Require all suppliers to obtain ISO 14064-1 verification statements from third-party certification bodies to promote LCA concepts and
self-emission source identification, achieving 100% completion. Next, we require key component (e.g., PWBA, power adapters, PCB
motherboards, Ethernet cables, BOSA, plastic mechanical parts) suppliers to obtain ISO 14067:2018 verification, with 42% progress to
date. In the next phase, we will focus on reduction requirements and plans according to the ISO 14064-2 and ISO 14068-1 standards.
® Trainings for Raw Material Management Personnel

Provide training on LCA and ESG basic concepts to business teams in order to effectively interact with customers and understand their
needs. All LCA analysis team members hold ISO 14067 Lead Auditor qualifications. After receiving business feedback, they conduct
professional analysis to support decision-makers in ESG strategy formulation and assist the procurement team in setting targets. To
foster knowledge of sustainability and the capability to procure sustainable raw materials, training courses for supplier management
personnel are offered, including basic and advanced versions of "Supplier ESG Education Training Materials," to integrate sustainable
procurement concepts into supplier selection and management.
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D. Green Packaging & Shipping

1. Product Packaging

Suppliers are required to adhere to the EU "Packaging and Packaging Waste
Directive,” with "Reuse,” "Recycle,” and "Reduce” as the primary guiding
principles. ot

Green Packaging Design Principles:

« Ensure materials are recyclable and biodegradable.
« Avoid the use of single-use plastics.

« Optimize product packaging proportions.

« Clearly label recycling and disposal information.
Reuse /Recycle

« Plastic-free packaging design, avoiding the use of plastic film or coatings.

No toxic inks, adhesives, or hazardous substances, using halogen-free or soy-

based inks for printing.

« Select packaging paper and supply chains with FSC certification.
« Use recyclable single packaging material.

« Utilize recycled fibers.

; |
Labeling Materials and Recycling Design of Single Recyclable Corrugated
Symbols Cardboard Packaging Box

Note: The Zyxel Group's Sustainability Committee's Green Product Team has established the
Group's Green Product Design Guidelines. Due to differences in business sales scope and
customer attributes among the various subsidiaries under the Group, product designs
need to adhere to local regulations and customer requirements. Therefore, actual
designs for green products may differ from the general principles mentioned above.

Reduced

While prioritizing product protection, design packaging with minimal materials to
minimize the packaging size for optimal design. This not only reduces manufacturing
and transportation costs but also lowers carbon dioxide emissions.

« Avoid overpackaging and minimize packaging volume and weight.

« Use single-color black and white printing and reduce the printing area.

« Reduce unnecessary printed materials.

Eliminate PE bags and plastic ties for products
Monochromatic Printing in Minimal Area and accessories, using paper packaging for
essential accessories instead.

2. Product Transportation

Optimizing pallet utilization and product loading efficiency are key focuses in transportation
design, as increasing loading rates can significantly contribute to carbon reduction. By
refining product casing designs to reduce packaging volume, standardizing pallet
specifications, and adjusting packaging dimensions, Zyxel Group aims to enhance the
stacking and loading efficiency of pallets and containers. This approach not only increases
the quantity of products transported per shipment but also substantially reduces
greenhouse gas emissions during transportation, aligning with carbon reduction and
environmental sustainability goals.

Optimized
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E. Green End of Life

We require the suppliers to adopt the 3Rs and disassembly process in the product recycling phase as the guiding principles for product design when designing products. We also
provide proactive guidance for the suppliers in completing WEEE surveys and preparing 3R reports on an irregular basis to create a “product recycling library” for the reference
of recycling companies and consumers from different countries for recycling and disassembly, thereby fulfilling the obligation to actively inform.

The companies also register for WEEE separately in European countries and/or enroll in WEEE programs jointly and take direct responsibility for finance and management. In
addition, we report real information on their products and the sales thereof, ensure there are appropriate measures in place, and collaborate with distributors complying with the
WEEE leaislation of the countries where thev operate.

F. Carbon Footprint Disclosure

| Product Carbon Footprint Inventory Plan
The Company's “Product Carbon Footprint Inventory Plan” adopts the concept of source management, where life cycle

thinking is introduced at the initial design stage of products. Thus, by initiating the plan, we incorporate the product design
process into the environmental impact assessment and take every possible chance to minimize the direct and indirect

L EE T 23-002
environmental impacts of the products so as to achieve the aim of the Product Carbon Footprint Inventory Plan, i.e,

implementing the eco-friendly/ecological/sustainable design and manufacturing of our products. A SRR3R AR

| Product Carbon Footprint and Environment Carbon Footprint Calculation Platform Product 'i{“f“‘“““;“:" Footprint
~ategory nules

Starting 2021, in Zyxel Group undertook the initiative of independently developing a product carbon calculation platform and Bon

implementing a life cycle assessment software database. Through these efforts, we assist Zyxel Group in presenting the R R R T |
environmental impacts caused during product design, development, and manufacturing in various indicator forms such as
carbon footprint, water footprint, ozone depletion, etc. We transform these environmental impact indicators into further
analytical indicators for human health and natural resource consumption. This empowers us to provide assessment data on the
environmental friendliness level to end customers during service delivery, and helps us fulfill our commitment to achieving net-
Zero emissions.

| National Standard for "Environmental Footprint Category Rules for Network
Communication Equipment Products”

Customer Premises Equipment of
Broadband and Communication

In 2023, Zyxel Group, represented by its subsidiary Zyxel Communications, collaborated with Chunghwa Telecom, a leading
domestic telecommunications company, to develop the "Product Environmental Footprint Category Rules (PEFCR) for Network
Communication Equipment." In the fourth quarter of 2023, this standard was reviewed and approved by the Ministry of %10

Environment and released as the "23-002 Product Environmental Footprint Category Rules - Network Communication AN s epaoka B C 20231117
Equipment" standard.

Following this standard, manufacturers of network communication equipment can calculate the environmental footprint of

their products, including the product carbon footprint. The PEFCR ensures that products of the same type and function have a
consistent baseline when calculating environmental information disclosures (e.g., product carbon footprint), ensuring fairness,
transparency, and consistency.

The "23-002 Product Environmental Footprint Category Rules - Network Communication Equipment” standard is publicly
available for download on the Ministry of Environment's website at the following link: link!


https://cfp-calculate.tw/cfpc/Carbon/WebPage/PCR_FileDownload.ashx?fid=5493ddfb-6603-459d-a698-d2bdd3951aff&sid=f
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G. Green Channel
1. Green Marketing

Zyxel and ZNet use virtual websites in conjunction with physical stores to sell their products via online e-commerce platforms. Despite having no warehouses and shelves, the
companies can, with the Internet enabling two-way interaction with consumers, not only cut their marketing costs, but also greatly reduce the environmental impacts caused by
the sale of the products through physical channels.

In addition, ZNet has offered an online security license subscription service for its B2C service platform, Zyxel Marketplace, and further planned to release its own e-commerce
platform allowing the direct purchase of its hardware equipment in Europe in Q4 2022 to expand its online marketing services.

2. Green Education

Through the quick after-sales services and systems, Zyxel and ZNet carry out a series of educational green product marketing campaigns and selling programs for consumers to
raise their awareness of green products and motivate them to purchase the products. Green education and products can thus be promoted by changing the consumers’
awareness/attitude and buying behavior on an experiential basis.

Zyxel Group spares no effort to disseminate eco-friendly concepts. Internally, the Company actively implements green product design and encourages the employees to take
part in environmental protection events. Externally, we are dedicated to proactive interaction and cooperation with government agencies, communities, and industries in the
hope of ingraining the concept of a green environment and fulfilling corporate responsibility with our influence as an international enterprise.

Promotion of Green Design
Zyxel and ZNet products are designed to be highly efficient and energy-efficient, to cause less pollution, and to have longer lifespans. Their design employees are also required
to view consumer value, practicality, and satisfaction as considerations when designing the products. Related energy-saving technologies have been put into practice as follows:
* Automatic power consumption adjustment based on the status of the connected household appliances
° Automatic power consumption adjustment based on the length of network cables
* Wireless network connection timing
* Automatic device hibernation
* Custom PoE Power Scheduling Feature (Zyxel Networks)
° Smart energy-efficient fans
° Smart Ethernet energy-saving function

Improvement of Employees’ and Consumers’ Green Awareness
* Encourage the employees to participate in internal environmental protection and energy-saving campaigns such as electricity saving in offices, waste battery recycling, etc.
* Actively join environmental protection activities in the community, e.g. the science park’ s Industrial Safety and Environmental Protection Month events
* Organize environmental protection experience sharing sessions
* Post articles with green topics
* Employee Carbon Footprint Label Design Competition
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|IFriendly Workplace

A. Diversity & Inclusion Recruitment
B. Human Capital Development

C. Human Right

D. Workplace Health & Safety
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Talent is the most valuable asset supporting the continuous growth of the company. In
addition to fostering an innovative and diverse company culture, we are committed to

providing employees with a challenging, enjoyable, and fairly rewarding work environment. : Creating Shared Value

We prioritize the hiring of local employees at our operational sites around the world, : Talent attraction & retention Talent cultivation &
encouraging contributions from marginalized groups. In addition to establishing development Human Right Management Workplace
comprehensive management systems to safeguard employee rights, providing smooth labor- Health & Safety

management communication and complaint channels, we also offer competitive
compensation and benéefits, launch a variety of work-life balance programs, and ensure a safe

and healthy working environment, all aimed at nurturing the holistic well-being of our . Employee Supplier Government
employees.

Through a comprehensive education and training system and employee development

planning, we assist employees in enhancing their professional skills and personal growth, il g

making them a crucial driving force for the company's sustainable development.

Women in Tech Average Employee Training
Sustainable Leadership in a . Hours Conducted
i Human Capital Return
Healthy Workforce of Senior P
Executives are Women on Investment hours
Top
in the Electronics industry of STEM Positions Average Training Cost per
Held by Women Employee NTD
Conducted
Completion Rate of Human Occupational Safety V@) o e
i i iolati ajor Occupational Accidents
MEIRIRAN I E I U S Rights-Related Training Education Coverage Rate . i

cases cases
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Support and respect, within its sphere of influence, the protection of international human rights set out in the United
Nation’ s Universal Declaration of Human Rights, the International Labor Organization’ s (ILO) fundamental

Provide a good working environment, pay attention to employees' conventions and the Global Compact.

physical and mental health and career development + Restrict any discrimination, harassment or persecution in the workplace. Forbid any discrimination regarding race,

color, religion, national origin, gender, age, disability, sexual orientation, gender identity, pregnancy, political factions
and marital status.
Provide a safe working environment and require extensive training and safe equipment.

Diversity and inclusion, human rights protection, no discrimination, * Employees must be committed to maintaining a safe and healthy work environment by employing all safety operation

bullying, harassment procedures and principles while conducting business.

2023 2023 Goals

Strategy Issue Operational Impact Strategic Actions Performance Indicators ; Status SDGs
goal Achievements 2024 short-term 2027 mid-term 2030 long-term
AR ERE (IR :f;nndltsotrcgirstertesalary Indirect employee turnover ==
talent can enhance operational o ploy <15% 11.4% Vv <15% <14% <12% ivi
erformance competitive total rate il
P ' compensation.
Pro_v!de diverse talent Annual tra|n|_ng program 590% 96% v 592% 593% 595%
training programs completion rate
Diverse training programs will Satisfaction with E
attract and retain talent Ensure professional skills . . -
training opportunities eiiezsionel slalls teling] >4 4.65 Vv >4 >4.1 >4.3
for staff courses
(Maximum score: 5 points)
Creatin Lo . Focus on women' s percentage of female _ o o o o
Sharedg M?T)tlélﬂ humatn‘rlgt?lts = K career development managers — E el #RlliEs ek i%
establish a sustainable wor
Value : . .
t
environmen Human.rlghts awareness Cornpletlorj r.ate of human 597% 97.7% Vv 598.5% 599% 100%
promotion rights training courses
High-Quality Work filciiae .
Environment and Employee T Employee Activity
Care to Enhance Employee Emplere s Satisfaction Rate =N 0% v =N =2 =2
Enaagement pioy Offering Diverse
949 Employee Activities
_ ) Coverage rate of
Malptaln ) ST Promote a safety culture occupational safety >98% 99.6% Vv >98.5% >99% 100%
environment to ensure education courses =
continuous operations and Imol - i Number of mai o
Steady growth mplement preventive umber of major 0 0 v 0 0 0

management occupational accidents
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As of the end of 2023, Zyxel Group employs 3,893 people. Of these, 78.4% are permanent employees, 0.7% are temporary staff, and 20.8% are dispatched workers. Among the
permanent employees, 16.6% are supervisors, 54% are professionals, 8.6% are administrative staff, and 20.8% are direct workers. The gender distribution is 56.5% male and
43.5% female. Due to the characteristics of the technology industry and the employment market, there are more male employees than female, but the overall male-to-female
ratio remains balanced. Geographically, 64% of employees are based in Taiwan, at the headquarters of the parent company and its subsidiaries. The average age is between 30
and 50 years, with an average tenure of nearly 6.5 years. The human resource structure supports the company's steady growth.

Categories

Full-time
Type Contract
Temporary

Total

Categories

Manager

Professional

Job
Administration
Direct
Employee
Taiwan
Locati Asia

ons  Americas

Europe

<30
Age  30-50
>50

Average Tenure

Male
47
0
0
47

Male
22
20

32
13

10.5

Zyxel Group

Female Subtotal
85 132

1 1

0 0

86 133

Zyxel Group

Female Subtotal
21 43

35 55

29 34

0 0

85 130

0 2

0 0

0 0

9 11

64 96

12 25

85 9.2

Male
834
0
430
1,264

Male
163
438

21
212

440
394

136
632
66

7.2

MitraStar
Female
801
0
362
1,163

MitraStar
Female
71
201
107
422

477
324

168
572
61

5.6

Subtotal
1,635
0
792
2,427

Subtotal
234
639
128
634

917
718
0
0

304
1,204
127

6.4

Zyxel Communications

Male
425
4

13
442

Female
222

0

4

226)

Subtotal
647
4
17
668

Zyxel Communications

Male
97
311
18

296

49
76

60
283
82

7.1

Female

32
146
43

173

21
24

26
171
25

7.0

Subtotal

129
457
61
0

469

70
100

86
454
107

7.0

Zyxel Networks

Male
431
15
1
447

Female

209

8
1

218

Subtotal
640
23
2
665

Zyxel Networks

Male
75
343
12

0

275
31
14

110

74
306
50

6.8

Female

27

154

29
0

164

20

25

33

161

6.8

16

Subtotal
102
497

41

439
51
15

135

107
467
66

6.8

Male
1,737 / 56.9%
19 / 67.9%
444 |/ 547%
2,200 / 56.5%

357 / 70.3%
/ 67.5%
57 / 213%
/ 334%

1,056 / 541%
431 / 553%
63 / 741%
187 / 56.4%

276 / 53.6%
1259 / 56.4%
211 / 64.9%

6.9

Total Number / Proportion

Female

1,317

/ 43.1%

9 / 321%
367 / 453%
1693 / 435%

Number/Proportion by Type

Female

151
540
211
422

899
348
22
50

/ 29.7%
/ 32.5%
/ 787%
/ 66.6%

/ 45.9%
/ 44.7%
/ 259%
/ 211%

239 / 464%
972 |/ 43.6%
114 / 351%

6.8

Total
3,054 /
28 /
811 /
3,893 /

Total
508 /
1,661
268
634

~ O~ ~

1,955
779
85
237

~ O~ >~ ~

515 /
2231 /
325 /

78.4%
0.7%
20.8%
100%

16.6%
54.4%

8.8%
20.8%

64.5%
25.5%
2.8%
7.8%

16.9%
73.1%
10.6%

6.9

Note: The employee numbers for all companies include their overseas subsidiaries, except for Zyxel Group, which does not include the subsidiary Black Cat Information, and MitraStar, which does not include the subsidiary

XSquare Communications Corporation.
Note: Permanent employees refer to full-time employees with a permanent contract. Part-time employees include those with no guaranteed hours, short-term contract staff, and interns.

Note: Employees classified as dispatch workers are primarily support staff for the Wuxi MitraStar production line.
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In an effort to promote all-round talent solutions, the Company ensures a good work environment and integrates
the resources from industry, academia and the government for organizing various recruitment campaigns,
developing online exposure, and engaging in interactions on social media.

Talent is recruited through physical channels, including employee reference programs, campus recruitment,
campus internship programs, industry-academia cooperation, and R&D substitute services. Newsletters are used
for internal marketing. We also run the Company's website, social media, Facebook page, LinkedIn page and
YouTube channel to increase reach.

Committed to empowering future young talents, enhancing competitiveness, and promoting the development
of network communication research and technology, Zyxel Group focuses on campus talent development.
Through initiatives such as "Internship Programs" and "Industry-Academia Collaboration," the company actively
nurtures future talents in network communication research and technology.

In Taiwan, the campus recruitment activities take place annually during the recruitment
season in March to April. Each session involves HR staff paired with engineers, aiming to provide participants
with not only basic information about the company but also an in-depth understanding of network
communication expertise. Depending on the situation, various interactive games may be prepared to engage
the public and further enhance the company’ simage in the network communication field. In 2023, Zyxel Group
participated in campus recruitment activities at four universities.

Zyxel Group's university internship program offers students the opportunity to engage in
internships ranging from one semester to one year through face-to-face interviews. Interns receive
compensation that exceeds the statutory minimum wage, free lunch, and dedicated guidance from departmental
staff. This program allows interns to experience the operations of the company’ s internal information services
department while integrating their academic knowledge and accumulating practical experience.

FB: LINKEDIN :
WAL MitraStar—FE T RS WAL Mitrasta HORASE ...
T M National Yang Ming Chiao — T

#2023 5 x B Rt

2023 TRRMIE T BT X
GCARVNAN 01 . JROKEEPRE LS o

FFANTRES - REARENR T TERE »
B #0250 s AR ARBNAK - 117
ARG

AN
B L

PSEQBRRNE
REENEH O W

Zyxel Group and its subsidiaries across global operations
adopt an open and fair approach, utilizing diverse channels
to recruit outstanding talent. We comply with local
regulations and the RBA (Responsible Business Alliance)
Code of Conduct. Employment decisions are made without
discrimination based on race, color, religion, nationality,
gender, age, disability, sexual orientation, pregnancy,
political affiliation, or marital status. We do not employ
child labor or forced labor and ensure the protection of the
rights of minorities, individuals with disabilities, women,
migrant workers, and non-employee workers.

Zyxel Group adheres to the RBA Code of Conduct and local
regulations, and has established procedures such as the
"Recruitment and Labor Management Procedure"
"Employee Code of Conduct," and "Employee Appointment
Regulations," dedicated to building an equal opportunity
and inclusive workplace.

Zyxel Group provides a friendly workplace of gender
equity, generational inclusion, and cultural diversity. Our
employees with different cultures and experiences
around the world learn from and communicate with each
other to form collaborative cohesion and contribute to
the Company in their own ways.

The “Zyxel Group Diversity and Inclusion Policy” has
been established to implement relevant action plans.
Different action plans in line with the policy aiming for
diversity and inclusion are developed according to the
definitions of diversity.

Gender
Diversity
Unconsciou Generation
s Bias Diversity
Ethnic Cultural

Diversity Diversity


https://www.facebook.com/mitrastar.com.tw/
https://www.linkedin.com/company/1685300/admin/

ZYXEL 2023 Zyxel Group Sustainability Report|110

G ROUP
Indirect Employee Direct Employee
b g New Hire Rate L e New Hire Rate
Employees Employees
Taiwan 114 7.3% 72 18.0%
Asia 39 7.1% 793 340.3%
Americas 9 10.6% = =
Europe 33 14.0% = =
<30 66 20.1% 526 292.2%
31-49 114 6.3% 339 81.3%
=50 15 5.2% 0 0.0%
Supetrvisor 13 2.6% 0 0.0%
Su;leorCi-sor 172 6.8% 865 136.4%
Total 195 8.1% 865 136.4%

Design a satisfaction survey for new hires one month after joining,
complemented by newcomer care interviews. This aims to strengthen the
integration of new hires with their mentors and departments, provide timely
assistance for any adaptation issues, and effectively stabilize new employees.

To reduce instability among new hires on the production line, design specialized
training for direct line employees. The training includes company policy
introductions, environment orientation, ESG courses, occupational safety
courses, production line quality/green products, ESD/6S, and more.

Taiwan 41.40%

Asia 49.76%
Americas 88.89%
Europe 78.79%

<30 54.90%
30-50 41.06%
>50 93.33%

Supervisor 69.23%

Non-Supervisor 48.70%

New Hire Proportion (Male)

1,286
836
1,818
1,334
2020 2021

Number of New Hires

58.60%

50.24%

11.11%
21.21%
45.10%
58.94%
6.67%
30.77%
51.30%

New Hire Proportion (Female)

1,200 1,244
1,874

1,060
2022 2023

Cost per Hire
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Our overseas business and sales locations engage local talent. Most of the top
management of our overseas subsidiaries are locals. We use the local talent to fully
understand the local market situation and thereby adopt management approaches in
line with local customs. Local Hiring is based on employing individuals who hold the
nationality of the country where the operation is located. In 2023, the number and
proportion of local managers hired in each region were as follows: Taiwan - 323 people,
representing 99.4%; China - 88 people, representing 94.6%; Americas - 17 people,
representing 81%; Europe - 48 people, representing 94.1%.

100% 9 9 9 100% 100% 100%
00%99.1%99.4% 99‘1694.6% 00% 100% 00 097_9%941%
89.9%
81%
Taiwan Asia Americas Europe
2021 = 2022 m 2023

Zyxel Group respects the unique cultures of minority groups, and talent recruitment is
conducted without discrimination based on race or ethnicity. The company collects
information on employee ethnicity to evaluate policies and practices related to equal
employment opportunities. We respect individual privacy, and personal data related to
minority groups is protected.

Number of Number of Proportion of Proportion of
Minority Group Minority Group Minority Group Minority Group
Members Managers Members Managers
Taiwan 22 2 1.1% 0.4%
China 33 0 4.2% 0.0%
Americas 11 2 12.9% 0.7%

Note: In Taiwan, minority groups refer to indigenous people and new immigrants; in China, minority groups refer to
ethnicities other than Han; in the United States, minority groups refer to individuals who are not Caucasian or White.

Zyxel Group provides job opportunities for individuals with disabilities to ensure fair
employment practices and offers facilities such as ramps, elevators, and accessible
restrooms. In 2023, the number and proportion of employees with disabilities hired in each
region were as follows: Taiwan employed 21 individuals with disabilities, representing
1.07% of the total workforce, in compliance with local regulations. China employed 10
individuals, representing 1.3%.

Note: According to Taiwanese regulations, the employment of individuals with severe disabilities is counted as 2

employees per person. In Taiwan, the total number of employees with disabilities includes 15 with mild to moderate
disabilities and 3 with severe disabilities, totaling 21.

1.3%
1.2%

1.0% 1.1%
. ()

0.7%

0.4%

Taiwan China

2021 2022 2023

Non-employee workers include temporary staff, as well as contractors engaged in
security, cleaning, and catering services, and on-site medical personnel. In 2023, due to
manpower shortages caused by production adjustments and the pandemic, MitraStar
continued to collaborate with high-quality intermediary companies to allocate a portion
of the work to temporary employees. By offering employment conditions that exceed
labor law standards and providing company meals, we attracted talent to join our
workforce. Additionally, we regularly offer opportunities for temporary employees to
transition into permanent positions, aiming to establish long-term and stable working
relationships with our staff.

Number
Taiwan 68
China 828
Americas 8
Europe 4
Total 908
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Zyxel Group ensures gender equality in employment rights, with no impact on hiring,
compensation, or promotion based on gender. Women make up 43.8% of the total
workforce, with women managers at 30.6% and women in senior management roles at
19.4%. Women represent 25.7% of STEM positions. Due to the nature of the technology
industry, management and professional engineering roles are predominantly male, while
women are more prevalent in revenue-generating departments. The proportion of female
employees remains stable each year, with a strong focus on the promotion and
development of female colleagues, and no significant fluctuations in the percentage of
female managers.

58%

0y
28.6% 27.6% 26'92/; 7%
20.3% N
19.4%
Overall Female Total Managers First-Line Senior Executives Revenue- Managers of
Proportion Supervisors Generating Revenue-
Number of Production Generating
Departments Production
Employees Departments

2022 2023 =——2030 target

Zyxel Group cares for and respects the workplace environment, allowing
employees to care for their families and contribute their skills without worry. We
have partnered with childcare facilities to offer discounted rates for employees in

need.

When employees need to personally care for family members, they can apply for
"Family Care Leave," which allows up to seven days per year. In cases where a new
family member requires parental leave, employees can apply for "Parental Leave
Without Pay" according to the law. Before the leave ends, the company proactively

arranges reemployment planning.

Number of individuals eligible for parental leave (A)
Actual number of individuals applying for parental leave (B)
Parental leave application rate (B/A)

Number of employees qualified to return to work after parental
leave (C)

The number of people returning to work after parental leave (D)
Rate of employees returning to work after parental leave (D/C)
Number of employees returning to work after parental leave in
2021 (E)

Number of people who have returned to work after parental
leave and worked continuously for one year in 2021 (F)

Retention rate of employees after parental leave (F/E)
Paid Parental Leave for Primary Caregivers (weeks)

Paid Parental Leave for Non-Primary Caregivers (weeks)

Male
37

8.1%

100%

100%

Female
46

25
54.3%

17

16
94.1%

23

21

91.3%

81.4 weeks
19.4 weeks

Total
83

28
33.7%

18

17
94.4%

27

25

92.6%

Note: According to Taiwan's Gender Equality in Employment Act, employees may apply for parental leave

without pay. This statistic includes only employees in Taiwan.
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In 2023, Zyxel Group had a total of 1,109 employee departures, with a gender ratio
of 51.7% male and 49.3% female. When comparing the employee turnover rate in
Taiwan to other companies in the same industry, and considering that appropriate
talent mobility contributes to the healthy development of the company’ s human
capital, this turnover rate indicates a relatively stable situation.

Indirect Employees Direct Employees

Number % Number %
Taiwan 178 11.5% 75 18.7%
Asia 62 11.4% 759 325.8%
Americas 6 7.1% = =
Europe 29 12.3% = =
<30 75 22.9% 507 281.7%
31-49 163 9.0% 324 77.7%
=50 37 12.8% 3 8.1%
Supervisor 28 5.5% 6 0.0%
SupNeorCi- sor 247 9.7% 828 130.6%
Total 275 11.4% 834 131.5%

Note: Number of departures refers to full-time permanent employees who left.

lote: The turnover rate is calculated as the number of direct (or indirect) full-time permanent employees
who left during the year divided by the total number of direct (or indirect) full-time permanent
employees at the end of the year.

2020 2021 2022 2023

Turnover Rate 41.7% 41.8% 35.7% 36.3%

Voluntary Turnover Rate 38.8% 34.1% 38.1% 34.1%
Note: Total number of employee departures refers to the sum of voluntary and involuntary employee

departures.

Taiwan 44.7% 55.3%
Asia 52.7% 47.3%
Americas 83.3% 16.7%
Europe 75.9% 24.1%
<30 55.3% 44.7%
30-50 46.0% 54.0%
>50 67.5% 32.5%
Supervisor 67.6% 32.4%
Non-Supervisor 51.2% 48.8%

Male Female

The Group has established succession plans for specific positions, ensuring smooth
business continuity through internal training and development programs. Internal job
postings are periodically initiated to allow employees to pursue positions that align with
their career goals.

2020 2021 2022 2023
Number 12 11 12 11
% 4.7% 3.2% 2.8% 6.1%

Note: Total Number of Indirect Employee Vacancies Filled by Internal Candidates / Total Number of Company
Vacancies

Zyxel Group is committed to long-term talent retention. By integrating group resources, the company enhances organizational weaknesses, improves talent development
management mechanisms, career development opportunities, and offers various benefits to increase employee retention.

. : Supervisors and HR familiar with the organization conduct exit interviews to gather feedback, aiming to reduce turnover rates.

. : Regularly track and evaluate talent development to retain key employees, assess potential risks, and manage departures to prevent the loss of
business secrets.

. : Analyze individual skills, adjust job content and work environment, and offer internal transfer opportunities to retain employees.

. : HR collaborates with department supervisors to regularly review the list of former employees. For those interested in returning and deemed suitable,

the company actively provides rehire opportunities.
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Employees are valuable assets to the company. To ensure long-term employee retention, Zyxel Group has established a high-quality work environment through
comprehensive manaaement svstems and incentive measures to attract and retain talent.

Zyxel Group's employee compensation policy is
designed to balance the interests of shareholders and
employees, and is governed by the "Salary and
Allowance Management Procedure” to ensure that the
company's salary and benefits practices comply with
legal regulations and effectively protect employee
interests.

Starting salaries for new employees are determined
based on factors such as educational background,
professional knowledge and skills, and years of
experience, ensuring that the minimum starting salary
is above the statutory minimum wage.

The compensation structure includes base salary,
position allowances, shift allowances, and overtime pay,
with compliance to local "Labor Standards Act"
requirements in Taiwan. To maintain competitive
overall compensation, the company provides a
comprehensive promotion system and adheres to local
regulations. Employees receive timely bonuses based
on the company's profitability each year in the first
quarter. Additionally, to encourage long-term service
and continued contribution, the company offers annual
cash bonuses or long-term incentive plans ranging
from 1 to 3 years, ensuring that overall compensation
remains competitive in the market.

Compensation for all employees is not differentiated
based on gender, age, race, nationality, religion,
political affiliation, or sexual orientation. It fully reflects
individual job performance and aims to achieve fairness
and reasonableness while protecting personal
information related to compensation.

Zyxel Group offers various incentive and reward
programs to encourage outstanding performance
from employees and teams and to share the
company' s operational success. These include:
Lunar New Year bonuses, year-end bonuses,
performance bonuses, special excellence awards, and
stock options for high-performing employees.

Bonuses are provided annually during the Lunar New
Year, Dragon Boat Festival, and Mid-Autumn Festival
in Taiwan.

According to the "Performance Bonus Guidelines,"
bonuses are given based on the company’ s profit
achievement rate. These include quarterly bonuses,
annual bonuses, and special bonuses, which are
provided to both indirect and direct employees to
share in the company's profits.

The "Employee Stock Option Issuance and
Subscription Guidelines" are established to offer stock
options to high-performing employees. This aims to
attract and retain outstanding talent long-term, while
also motivating employees, enhancing their
engagement, and fostering a sense of belonging.

With the aim of encouraging employees to be engaged
in innovative R&D, Zyxel Group has developed the
“Guidelines on Rewards for Creative and Inventive
Proposals” to offer rewards for creative proposals,
patent application proposals, and invention patents.

A wide range of incentive projects is provided to
motivate our employees to give suggestions for job
improvements and praise employees for their
remarkable performance by posting their contributions
on the internal website. In doing so, an incentive and a
role model are provided for the employees. Cohesion
among the employees can thereby be improved to
boost the corporate competitiveness.

Every year, department heads would recommend
employees with exceptional performance as candidates
for all employees to vote for the "Employees of the
Year” . Zyxel Group also offers rewards and acclamation
to the winners to recognize their achievements.

In the year-end company banquet, employees with long
tenures will be rewarded and recognized for their long-
time contribution to Zyxel Group.
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Work area

indirect employees

Taiwan

direct employees

indirect employees

China

direct employees

Work

area Category

indirect

Taiwan

direct
employees

indirect

. employees - i
China ploy non-supervisory

direct
employees

Work
area Category
indirect
employees
Taiwan
direct
employees

direct
employees
China
indirect
employees

Category

Job Level

supervisory
position

employees on-supervisory

position

supervisory
position

position

Mal

e

Average Salary Median Salary Average Bonus Median Bonus

0.74

0.99

0.93

116

Male

=

[y

=

Gender
Male Female
1.44 1.44
1.00 1.00
132 132
1.20 1.20
Female
Average Total
Base Salary ~ Compensation
0.79 0.76
0.80 0.72
0.98 0.99
0.83 0.94
0.95 0.91
114 116
Female

0.78

0.96

0.82

1.05

0.62

0.85

0.83

0.95

0.63

0.72

0.83

0.98

Flexible working We provide one hour of flexibility for the work day’ s starting and ending times to help
hours colleagues deal with commuting.

Established the "Zyxel Group Welfare Committee" to organize large-scale events
across the entire group: Family Day, annual dinners, sports activities, cultural events,
employee travel.

Employee Benefits Various subsidies: Subsidies for club activities, Dragon Boat Festival and Mid-Autumn
Festival benefits, birthday welfare points, emergency assistance, Employee Assistance
Program (EAP).
Group insurance: Providing group insurance for employees and their dependents.

The gymnasium includes a multi-sport court, rhythm classrooms, fitness center, and
Work environment  leisure room. We also provide a convenience store, staff canteen, staff dormitory, coffee
facilities bar, female breast pumping room, and free parking for colleagues
On-site services including banks, insurance services, shuttle bus are also available.

Health inspection services are provided for general employees, supervisors, new
Health employees, and high-risk employees. The inspection items and frequency exceed
improvement regulatory requirements. For employees who need medical treatment, Zyxel Group
provides one-day medical leave and medical subsidies.

Probationary leave =~ We exceed the labor law requirements by offering three days of leave during probation.

Zyxel Group provides employees with social insurance that is superior to what the law requires
to enhance and protect the basic rights and benefits of employees. In addition to statutory
labor insurance and national health insurance, it also provides free group insurance for
employees and their spouses and children, including life insurance, accident insurance,
critical illness insurance, hospitalization medical insurance, injury medical insurance, cancer
medical insurance, and occupational accident insurance. The insurance company's on-site
service was also provided: employees can directly conduct insurance consultation and
application services inside the company.

The Committee of Employee Pension Reserve Administration has been established in
accordance with the Labor Standards Law to supervise the deposit process of pension funds
into the Central Trust Bureau. Employees who chose to adopt the new pension system would
have 6% of their monthly salaries automatically transferred to their personal pension
accounts at the Labor Insurance Bureau.

Note: Due to different minimum salary standards in Asia, Europe, and the Americas, significant differences exist among the subsidiaries

in these regions. Therefore, data from these regions are not disclosed. The tables only disclose information for Taiwan and China.

Note: Gender ratio differences are presented with the male ratio as 1.
Note: Average total compensation refers to the annual salary, including the average values of full-time employees' base salary, annual

allowances, and bonuses.
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Based on the strategy of cultivating qualified and potential employees, we provide diversified learning resources and programs to strengthen all employees’

professional skills

and knowledge. Also, through the principle of knowledge and experience sharing, we encourage our employees to expand their experience level and to accumulate intellectual
assets. For our efforts in nurturing talents, we won the bronze medal in the "Talent Development Quality Management System (TTQS)". We believe that good training quality will
help our colleagues continue to grow and become an important driving force for the company's continuous advancement.

Consolidate human capital and improve the efficiency of core talent assets

Cultivate corporate human resources and improve employee performance

To meet the needs of organizational development, improve the
company's productivity and competitiveness

Sustainable - . .
Strategy Major Issues Operational Impact Strategy action
Provide diverse talent
Creating Talent Diverse training programs TS (e
Shared cultivation &  will attract and retain Ensure professional skills
Value development  talent training opportunities for
staff
year 2020
Human Capital Return on Investment 6.16

Establish a training system for multi-career planning and development

Provide customized learning consultation and multiple learning channels

Form an expert network system to provide knowledge inheritance and skill

teaching
. 2023 2023
Performance Indicators Goal Achievements Status 2024
short-term
Annual training program
raining prog >90% 96% Vv >92%
completion rate
Satisfaction with
professional skills training o4 4.65 v 4%

courses (Maximum score: 5

points)

2021 2022

7.66 8.33

Note: Return on Human Capital Investment = (Operating Revenue - (Operating Expenses - Employee-Related Expenses)) / Employee-Related Expenses

Goals

2027
mid-term

>93%

>4.1 %5

Long-term

>95%

>4.3 45

2023

7.98
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Talent Development Strategy I:
Create a trainina svstem for diverse career nlannina and develobnment

Founded in 2006 with the aim of training all types of required talent and fostering their core competitive edges. We develop a competency-based training system, offer
customized learning consultations and a diverse range of learning channels, and form an expert network system enabling the internal lecturers and consultants to be trained to

pass their knowledge on and teach skills.

With our systematic management and training plan, we have also expanded our courses

through use of on-line e-School learning. Along with internal/external training, all
employees have many opportunities to improve their professional skills and their
interaction with others. The courses include: new employee training, management courses
of all levels, industrial safety, environment protection, marketing, quality assurance,
research and development as well as other general and advanced sessions.

training.

In addition to regular training courses, Zyxel also helps employees developing themselves
in terms of collaborative ability and personal specialties. The in-depth, all-aspect
development projects in turn make it possible for Zyxel Group to benefit from the talents.

Select key talent for the organization to carry out training and
development plans based on the needs and future

development of the organization.

Job Position Training by Job Level

Leadership competency training

sigiaglelsue) for top management

Training for new management
Leadership competency training
for entry-level and middle
management

Operating level

Management level

Individual
contributor

Basic job management and team
communication training

New employee New employee training

enhance the competencies through training.

Training by Competency

Management strategy, market analysis, competitive edge,
international management

R&D positions: Innovative thinking, problem analysis and
solving

Sales positions: Customer orientation, project
management

Marketing positions: Project management

Customer service positions: Customer orientation,
problem analysis and solving

Education for new employees’' transition to their
departments

Develop indicators for the leadership competencies required
for the Group’ s management, utilize 360-degree competency
assessment tools to identify deficiencies in their management
competencies in an objective manner, and continuously

Occupational safety awareness
Information security awareness

Interpersonal communication and coordination

Knowledge on network communication products
Employee health management

Job rotation helps provide

Provide a dual-ladder career comprehensive training for Zyxel Group
roadmap which consists of personnel.
both management-level

Zyxel Group has a great variety of

and professional-level career product lines and cross-product development.

Co-work with our subsidiaries and
branch offices for a broad international point of
view.

Set up a department responsible for training and development
to draw up a wide range of competency-based talent

development programs and training blueprints
comprehensively and systematically.
General Education and Training oJT SD

Visions and values
Core competency courses
Quality awareness

Job instruction
CSR awareness

Customer satisfaction Training
Service quality programs

juawdojanap
-}|9S 10§ S®SINOD UOI}EDINPS JBYHNA

Microsoft Office utilization Daily guidance

Self-encouragement

Stress/emotional management
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Zyxel Group always values talent training and development. As the industry advances and changes, we put our focus on the departments’

needs for key talent development

and transformation training and develop a comprehensive talent development process model. A diverse range of training programs is also formulated to ensure that the
competencies of the key talent meet the organization' s needs and thereby allow them to confront future challenges jointly with Zyxel Group.

Selection Competency
observation/feedback

« Setting of training objectives » Competency evaluation
« Creation of talent profiles « Personality tests

« Talent selection &
communication

The R&D of hardware requires collaboration between R&D, mechanism, and
verification departments. To ensure quality and efficiency in meeting the
needs of customers, the organization needs integrated leadership roles with
technology backgrounds to effectively connect the lateral resources.
Therefore, we initiate an HPL (H/W Project Leader) training and development
program to follow the talent development process model involving creating a
talent profile for a role, selecting key talent with a certain level of R&D
experience, and formulating training plans based on the 70-20-10 rule. The
hardware R&D engineers are thereby allowed to step out of their field of
expertise to learn the competencies of project management professionals
(PMPs) and gain knowledge and skills in project management. With the help
of project-based and experiential learning, they can also enhance their eight
competencies required for being an HPL and make corrections through actual
practices during their gradual transition to an HPL.

Competency
development

* Implementation of training
programs

* Regular review of program
effectiveness

from on-the-job experiences, tasks and
problem solving

from feedback and from
obserdng,

from feemal
training

Connection with the
HR system

« Connection with performance
evaluation, promotion and
reward systems

Question-asking skills
Feedback-giving skills
Listening skills
Leadership development

Feedback from others
Instruction from managers
Observation of successful
cases (case studies)

Knowledge/skill learning
Competency-related training
Encouragement of self-learning
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Talent Development Strategy Il:
Offer customized learning consultations and a diverse range of learning channels

According to different job roles and development needs, we provide a variety of learning channels, combining a variety of the most suitable teaching methods, tools and activities,
and design a diversified and systematic step-by-step development plan to help with different learning needs. We work to help employees grow their skills and abilities.

nternal e-school courses for professional skills, cultural and general knowledge along with management training.
we provide subsidies for external training courses or conferences to offer employees with more opportunities to learn and to expand their professional knowledge.
our online platform provides digital learning courses and experience sharing. Comprehensive learning resources are open anytime for employees anywhere.
cultivating the necessary skills in each team member for their job roles
each new employee has a mentor to help he or she understanding Zyxel Group’ s company culture as well as to offer advice.

online English courses and international projects.

Integrate various learning resources of Zyxel Group with e-
learning and establish an online learning platform eSchool

Online Academy, which provides employees with a platform for n AT " EATE n R
. . . V. 3T b iirve e 5E_Tacal wn T R T b B st bavrs TRE o § SR oS e R
guerying and recording all-round learning resources. In addition A i Heyl INETers
to searching for the courses they want to learn on the platform, s Do i e AR B
TGS fELLCE TRFARAL di=w EEET MPALRE
employees can also search for the courses they want to learn on Y+ [T T '; Welcome fo
the platform. The platform clearly grasps the learning process el i eI Dl ; l,znr"'“”: )
ESUIT I RIS B g ¢ B AR MEE Tl B =

bl il EURR-4 LT 5 -
IV 03 Wb [HEEV by Byl Sy gl Sagiy B0

LT 103 M AR o, o M WG e i OFaid
L 1L ]

B RFAR Db vy ]

— MitraStar
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Talent Development Strategy lll:

Form an expert network system for passing knowledge on and teaching skills

To help new employees quickly become accustomed to the organization and its
culture, we develop individual guidance plans specifically for them before their on-
boarding and designate mentors to assist the new hires. The system gives the new
employees a helping hand to shorten their learning curve and smoothly complete the
required basic job training. A series of training courses on general knowledge,
covering both online learning courses and physical courses, are also designed for the
employees in order for them to more understand Zyxel Group's related systems and
fit in with the corporate culture.

Pre-onboarding Onboarding day Three months after
onboarding
Designate mentors for new Show the new employees Conduct new employee
employees around the environment training (online + physical
Complete the guidance and Explain the new employee courses)
learning items guidance handbook Pay attention to the

employees’ adaptation to
work and carry out new hire
performance evaluations
after three months

In 2023, a total of 1,203 participants completed new employee training sessions.

The internal lecturers and consultants are trained to pass their knowledge on and
teach skills, which are two of the objectives of education and training. The Group has
a well-developed internal lecturer training system to train talented trainee lecturers
and accumulate our knowledge inheritance and training capacities.

Two formal
lectures Issuance of a
Lec.tqrer Two trial S.tuder?t ce_rtlflcate_fpr
training loctures satisfaction being qualified
courses score of 4 or as an internal
higher lecturer

(A 5-point scale)

Development Goal: To develop internal talents with secondary skills and
effectively pass on knowledge and skills within the organization.
Development Outcome: As of 2023, a total of 33 internal trainers have been
developed, with a cumulative teaching time of 962.6 hours, achieving the
company's strategy of nurturing organizational talent and reducing costs.
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In 2023, Zyxel Group's Taiwan and China sites conducted over 114,690 hours
of training through both internal and external classrooms as well as online
courses. The total number of training participants reached 23,896, with an
average of 29.5 training hours per employee. The total training cost was
NT$4,144,066, and the average training cost per employee was NT$1,703.

Iltem

Age

Gender

Job
category

Course

category

Total training cost
Employee Number

Average training cost

Category

<30
30-50
>50
Male
Female
Managerial Indirect Employees
Non-managerial Indirect Employees
Direct Employees
New Employee Training
Management Training
Professional Training
Other Training
Total

2020 2021

2,174,836
2,104

1,034 947

2,131,939

2,251

Number of
Trainees

9,174
13,415
1,307
13,725
10,171
3,137
11,986
8,773
6,409
326
7,260
9,901
23,896

2022

6,726,476

2,329

2,888

Training hours

79,564
33,074
2,052
66,725
47,880
5,287
14,750
94,573
93,341
924
11,375
9,432
114,690

2023

4,144,066
2,433

1,703

Note: Training hours are calculated only for the Zyxel site and MitraStar site in Taiwan, and the Wuxi

site in China

Zyxel Group has always prioritized nurturing high-quality, potential talent. For employees
with excellent performance evaluations who are identified as having development
potential by their supervisors, the training and development department works with them
to draft an Individual Development Plan (IDP). This plan addresses their developmental
needs and suitability for certain projects. It includes short-term job rotations or role
transitions to help them gain diverse experiences, broaden their perspectives, and bring
new insights back to their original positions to spark innovation.

In 2023, the internal transfer rate reached 6.1%, a 3.3% increase compared to the previous
year

In terms of cultivating international talent, Zyxel Group strategically develops globally
mobile employees. The company plans to recruit talent either locally or from within the
parent company to strengthen its expanding bases and quickly build a pool of elite
professionals worldwide. Senior leadership and the training and development unit
collaborate to identify and develop high-potential candidates. After communicating with
these individuals, the company tailors training programs aligned with future
organizational development and strategic objectives.

2020 2021 2022 2023

Number of Respondents 384 404 517 487
Training Satisfacti

raining Satisfaction 447 4,50 461 4.65

Average Value (out of 5)
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In order to fairly evaluate performance of employees, then reward them properly with job transfer, promotion, salary raise or training courses and to recognize the core competence
and career path of every employee, Zyxel Group has created the “Performance evaluation guideline” to coordinate targets and plans. The guideline will ensure that PDCA is
implemented effectively for Zyxel Group to align with the business roadmaps.

The new recruits will receive their first evaluation as soon as they are hired, while current employees are evaluated in the mid-year period and by the end of the year. Managers
and their associates will discuss the progress of annual plans, confirm needs for additional trainings and draft new objectives and plans for the upcoming year. In 2023, The
employee performance evaluation completion rate was 100%.

Level

Zyxel Group adopts the Kirkpatrick Model for learning effectiveness Level

evaluation in conjunction with Jack Phillips’ ROl training evaluation o
model to conduct training effectiveness evaluations with the aim of Level Return on training
ensuring effective training as well as talent development and Level 2 - The impacts or investment is
retention. Level 1 Learning Leve| <4 The application of outcomes of learning measured based on
‘ . et es ean activities on the the output value per
I It_earnln?lfffecfsfljn learned at work is orglamzagOl’? are ) capltal.
: SIS I LML e]s) evaluated through evaluated throug
I ReaCt.lonS to the l skills and attitude after action plans andg360- outcome presentation
| 'earning process are g P
| learning are measured SR COEEERE or based on the
evaluated through hrough post-c| 9 P y g
' aticfacti « through post-class assessments. employee retention
satistaction surveys quizzes, practices, and rate.
and real-time group presentations.
feedback.
Item Target Frequency Description
At the end of each year, the next year' s operational strategy is set, and specific goals are established by each
e Once a Year / Real-time Business Unit (BU) at the beginning of the following year. Senior management then cascades these goals down

All Employees to departmental and individual levels. Throughout the execution of these goals, regular mid-term and end-of-
term reviews are conducted to assess progress and performance. If there are any changes to the goals,
managers can make adjustments as needed to ensure alignment with the intended objectives.
Performance evaluations are conducted twice a year: mid-year and at year-end. During these evaluations,
managers and employees review the achievement of goals, and managers provide evaluations and feedback
All Employees Twice a Year based on both job performance and behavioral competencies. The weight of these evaluations differs for
management and professional roles, emphasizing the importance of both achieving results and demonstrating
good behavior.
Based on the annual goal achievement, performance, and potential, performance rankings are conducted at
Performance Ranking All Employees Once a Year the BU/Div. level, differentiated by management and professional roles. These rankings serve as a key reference
for talent development and compensation systems.

Objectives (MBO) Adjustments

Performance and
Competency Assessment

Specific Professionals
(Key Talents, Leadership
Talents, etc.)

For specific professional personnel, key talents identified by the organization undergo development
assessments through a planned project. These assessments include "180° to 360° feedback" from supervisors
and peers, which serves as a reference for further development.

Multi-dimensional
Competency Evaluation

As Needed, Based on
Project Planning
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Zyxel Group respects the human rights of all stakeholders, including customers,
employees, suppliers, communities, and investors.

Ensuring freedom of employment, equal job opportunities, training and
development, and promotion opportunities.

Our Human Rights Policy supports internationally recognized human rights Safeguarding the labor rights of different ethnic groups, establishing a diverse,
standards and principles, including the "United Nations Universal Declaration of inclusive, and harmonious workplace environment.

Human Rights," the "United Nations Global Compact,” and the International Labour
Organization's "Declaration on Fundamental Principles and Rights at Work." The

Legal and fair working hours and remuneration, with equal pay for equal work

policy is established based on the "United Nations Guiding Principles on Business QUEIBIMEEe:
and Human Rights" to ensure the protection of employee rights. Prohibition of modern slavery, child labor, forced labor, and human trafficking.
In addition to adhering to relevant international standards and complying with the Zero tolerance for any form of harassment, bullying, or discrimination.
laws and regulations of the countries where we operate, Zyxel Group implements its o ' ' o ' '
Human Rights Policy in accordance with the "Responsible Business Alliance (RBA) Establishing information security and confidential information protection
Code of Conduct." We have also established a "Supplier Code of Conduct" to mechanisms to safeguard the information security of employees, customers, and
collaborate with supplier partners in protecting human rights. suppliers.
This policy applies to all Zyxel Group entities and direct operational activities, Taking measures to provide a safe, healthy, and hygienic working environment.
products, or services. It encompasses employees, customers, suppliers, contractors, o o . .
and partners, ensuring the protection of human rights issues related to nationality, Establishing a free two-way communication channel to provide employees with the
race, social class, language, thought, religion, political affiliation, place of origin, freedom to express their opinions.
birth, gender, sexual orientation, age, marital status, appearance, physical or mental Supporting employees’  freedom of assembly, association, and collective
disabilities, and other groups. bargaining rights.
For more details, please visit Zyxel Group's official website:
Zyxel Group's human rights management is overseen by the Board of Directors at the +In 2023, no incidents involving forced labor, human trafficking or other human rights

highest level. Under the Zyxel Group Sustainability Committee, the Labor and Human
Rights Team is responsible for executing human rights management, with the Sustainability
Audit Team conducting reviews. The Sustainability Committee regularly reports on
execution results to the Board of Directors.

violations occurred within the Group and no human rights-related complaints were
received, handled and solved via the formal reporting mechanism.
+Completion Rate of Human Rights-Related Training Courses :

+Completion Rate of Employee Sexual Harassment Prevention Courses

Goals
Goal Major Issue Operational Impact Actions Performance Indicators 2023 Goal 2023 Achievement 2024 2027 2030 SDGs
short-term mid-term long-term
Creating Human +Human Rights Protection SOEUS Ol BOEE Percentage of Female - 30.6% V >30.7% >30.8% >31% 13
Shared Rights b -y o Career Development Managers -
p t *Fromote the concept O p 2
rosperity Management human rights Human Rights Completion Rate of Human 597% 97.7% v ~98.5% >99% 100%

Value Awareness Advocacy Rights Training Courses


https://www.zyxelgroup.com/images/esg/Zyxel_group_Human_Rights_Policy_en_2024_20240417165429.pdf
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Zyxel Group has established a human rights management policy that outlines an implementation framework to address human rights issues encountered during operations. This
involves identifying human rights risks, including the affected parties and specific issues. For different risk categories, we develop preventive guidelines and employ various
investigation methods to assess the extent of human rights risks. By implementing mitigation measures and providing complaint channels, we aim to prevent incidents that could
harm human rights, while continuously monitoring and improving our practices.

Identification of Establishment of
Issues and Parties Preventive Risk Assessment
at Risk Procedures

Zyxel Group conducts internal and external stakeholder surveys by sending questionnaires by email and posting the questionnaires on the official website to gain a grasp of the
issues of the stakeholders’ concern, thereby identifying the parties exposed to high human rights risks, including the employees and suppliers. The issues and parties are then
used as indicators for assessing the level of human rights risks and managing the risks.

In addition to the "Work Rules” , “Employee Handbook” , and “Regulations for
Staff Employment” specifying requirements for human rights protection, the “Regulations for Sexual
Harassment Prevention Measures, Reporting and Punishment” , "Management Procedure for Anti-
forced Labor” , “Procedure for Protection of Child and Underage Labor” , “Management Procedure
for Prohibition of Mental and Physical Abuse” , "Anti-discrimination Management Procedure” ,
“Religion and Belief Management Procedure” , and other internal management regulations have
been developed to explicitly affirm that we protect the rights of our employees and ensure they have
access to appropriate care.

Mitigation Follow-up and
Measures Improvement

To further ensure the human rights of all personnel in the supply chain, the “Code of
Conduct for Suppliers” has also been instituted to, jointly with the suppliers, protect and take care of
their employees.

P4
Ly
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Employees are a vital foundation for the sustainable development of the business, and human rights issues have become a key focus in the global ESG landscape in recent years.
It is essential to proactively and systematically identify potential human rights impacts and their possible locations. For employees and suppliers considered high-risk groups,
Zyxel Group employs various risk assessment methods. Based on the likelihood and severity of risks, we identify critical human rights issues and establish targets and strategies
for implementing mitigation measures.

The “Zyxel Group Risk Management Team” conducts a human rights risk survey for the employees using the “Labor

Risk Factor Identification and Assessment Form” every year. The survey covers human rights topics such as “child labor” , “forced and compulsory labor” , “disciplinary measures

and discrimination” , "working hours” , and “remuneration and compensation” and gives scores for the probability and frequency of occurrence and severity of the risk issues

concerning the topics based on their descriptions. The risk level is then calculated using the hazard level assessment method to identify high-risk issues and a "high-risk item

assessment result report” is issued. The report describes the control measures and the high-risk issues and rectifications made for the high-risk issues and records the reviews

verified subsequently.

Our subsidiaries carry out internal audits based on the RBA Code of Conduct. Document audits focusing on “child and underage labor” , “forced labor” ,

“discrimination and discipline” , “freedom of association and communication” , “working hours and wages” , and other human rights issues are executed. An audit report is then

issued based on the audit result. The subsidiaries determine the required improvements and the deadline according to the level of the deficiencies and implement subsequent follow-
ups while performing further on-site audits.

With the “Supplier Social Responsibility Evaluation Questionnaire” designed in accordance with the RBA Standards and “on-site audits” , the suppliers are audited for human
rights issues such as “child and underage labor” , “forced labor” , “Human trafficking “, “"discrimination and discipline” , “Right to collective bargaining” , “working hours
and equal remuneration” and an audit report is issued to identify the human rights risks that may occur to the suppliers.

f

bt A
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To ensure the implementation of its human rights policy, Zyxel Group has expanded its human rights due diligence in line with international standards and the European Union's
"Corporate Sustainability Due Diligence Directive." This expansion is based on the annual Human Rights assessment results from the "Labor Risk Factors Identification and
Assessment Form." The Zyxel Group Sustainability Committee's Labor and Human Rights Team conducts due diligence following the "Human Rights Due Diligence Process,"
which includes identifying potential human rights issues, assessing risks, implementing mitigation measures, and pursuing continuous improvements. To gather broader feedback
and insights into the company's Human Rights issues, the team distributes online questionnaires to employees. This process helps in further understanding the current state of
Human Rights issues within the company and employees' feedback, guiding future Human Rights risk management and strategies.

1 L 2 3 4
4
Continuous
Improvement

Issue ldentification Risk Assessment Mitigation Measures

Evaluate the effectiveness of
corrective actions to manage
human rights issues
effectively.

Collection, Identification, and
Confirmation of Basic Human
Rights, Workplace Health and
Safety, and Other Human
Riahts-Related Issiies

For each human rights issue,
risk levels are assessed using
risk assessment tools.

Identify relevant human rights
issues, establish mitigation
and remediation measures,
and monitor the results.

Based on the RBA (Responsible Business Alliance) guidelines and subsequent identification and collection, the following seven Human Rights themes have been confirmed: "Fair
Working Hours and Compensation,” "Prohibition of Forced Labor," "Safe and Healthy Working Environment," "Zero Tolerance for Harassment and Bullying," "Physical and Mental
Health and Well-being," "Non-Discrimination," and "Freedom of Assembly and Association." These include issues such as human trafficking, collective bargaining rights, and equal
pay, amounting to a total of 31 Human Rights topics investigated through a survey.

The survey, conducted across Zyxel Group subsidiaries—MitraStar, Zyxel Communications, Zyxel Networks, and Wuxi MitraStar—covers both Taiwan and Wuxi regions, involving
direct and indirect employees, including foreign migrant workers. The identified issues were categorized based on frequency and risk into low, medium, and high-risk categories.

The analysis identified "reasonable working hours and compensation” and a "safe and healthy
working environment" as higher-risk issues. The company will implement several response
measures and continue to track and improve in these areas.

Human Rights Issue Mitigation Measures Follow-up and Improvements

Reasonable Working

Hours and Create an overwork

management and tracking
mechanism were taking one day
off is required for every seven
days of work

Physical and Mental

- Ensure a minimum salary level
Safe and Healthy Work

Reasonable working higher than the basic statutory
hours and wages wage for the employees
Non- - Flexible commuting system

Discrimination
Zero Tolerance for Harassment and

95Ua1un220 Jo Aouanbai4

Prohibition of Forced Labor

Freedom of Assembly and Association

Risk Impact Level

A work environment of
safety and health

Ask the employees to follow the

“Management Procedure for
the Identification and-
Assessment of Safety and Health
Hazards"

- Pass the certification audit for
the 1ISO45001

- Conduct regular follow-ups on
groups with potential health
risks
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Mitigation Measures

In addition to the identified high-risk issues, we develop goals and strategies for the human
rights issues of significant concern. The Company executes mitigation measures and actions
and establishes a mechanism for continuing follow-ups and improvements to monitoring
the implementation effectiveness. Our measures for mitigating the impact of the human
rights issues focus on

to achieve the goals set according to the implementation guidelines
under Zyxel Group's human rights policy.

Zyxel Group not only have legitimate and competitive wages, working hours, benefits,
vacation and retirement offerings, but also provide adequate channels for employees to
communicate their thoughts and ideas with the management and to receive positive
feedback through constructive interactions.

We strive to keep these communication channels open between employees and the
management. Such conduits include meetings, suggestion boxes, bulletin boards, internal
documents and e-mails for work groups. Managers are also given the opportunity to talk
to their colleagues directly, in face-to-face affairs like “Free to Speak” , "Groups of
Honor” and "Town Meetings” . In these events, employees can freely express their
opinions or doubts about company policies, followed up on by responsible managers.

« Billboard
« President’ s Town Meeting 7 AR
webpage
- Labor-Management H
Meeting » Human resource
ee
+ President’ s Letter /Top Executives Ein|pleyes Webﬁ)age i
Coenmunication ReEen » Employee assistant
Channels program
« Internal Emplovee ‘ - Employee
Whistleblower email ReE)orXcing Employee Voice opinion survey
« External ch I Channels « Welfare
Whistleblower email Gl committee
« Sexual harassment mailbox

reporting + Employee
 CSR contact email opinion box

Wuxi MitraStar

Zyxel Group respects employees' rights to collective bargaining and freedom of
association. The company has established the "Freedom of Association and
Labor-Management Meeting Procedures" to inform employees that they are
free to join any organization of their choice without facing any negative
consequences or retaliation from the company.

Zyxel Group has established a "Labor-Management Committee," with
representatives from both sides elected by the workforce. Regular labor-
management meetings are held, where management presents work-related
measures, and the labor representatives offer suggestions. This ensures mutual
agreement on various issues, fostering a harmonious relationship. During
quarterly labor-management meetings, labor representatives communicate
with management to advocate for employees' rights. Over the years, internal
communication has remained smooth, with 100% of employees covered by
collective bargaining agreements.

The Wuxi MitraStar Technology subsidiary in China has established a union
organization. Employees can voluntarily join the union, which serves as a
channel for employees to express their opinions regarding management and
factory operations. These opinions can be conveyed through the union, and
responsible departments will handle the subsequent processing. More than
80% of employees participate in the union.

2021 2022 2023

l\/IltraStar,. Zy>.<e| 19 23 52
Communications, Zyxel
Networks
MitraStar 404 517 487
l\/IltraStar,‘ Wl‘JXI MitraStar, Zyxel 35 55 24
Communications, Zyxel
Networks

19 62 39
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Zyxel Group conducts an "Employee Engagement Survey" by distributing online questionnaires on human rights-related topics to widely collect and analyze feedback from
employees. This process deepens communication with employees, allowing more appropriate protection of employee rights and facilitates improvements. In addition to periodic
assessments of organizational status, the survey also targets specific groups to understand their needs and make rolling, flexible adjustments to optimize human capital investment
effectively.

The survey subjects include Zyxel Group subsidiaries
MitraStar, Zyxel Communications, Zyxel Networks, as well
as direct and indirect employees and foreign migrant
workers in Taiwan and the Wuxi sites.

Evaluate employees’ satisfaction with job content, environment, and compensation benefits to identify
factors affecting satisfaction and develop corresponding improvement measures.
: Identify issues related to job goals and role responsibilities to further optimize work processes and

organizational structure. Number of Employees

. . o . Types by P i Response Rate
Assess whether employees maintain a balance between work and life, understand its impact on reducing y Froportion
work-related stress, and promote overall employee well-being and long-term loyalty. Indirect Employees 29% 76%
Evaluate employee work stress levels and their impacts to identify sources of stress and develop U 20% .y

measures to alleviate it, promoting psychological health.
Gauge employees' views on leadership style, management capabilities, and level of support to identify
strengths and areas for improvement in leadership effectiveness.

Understand employees' perceptions of work challenges and sense of achievement to determine if they
find their work challenging and meaningful, aiming to enhance work motivation and engagement.

Foreign Migrant 31% 92%
Workers

Total Response Rate 81%

Note: The proportion of direct employees excludes foreign migrant workers.

Employee engagement was surveyed on a 5-point scale, with a high

engagement target set at 3.8.

item Questionnaire Sample A;/:;?Ee Item Percentage
1 O,

| have a trusting relationship at work. Percentage of Highly Engaged Employees (Score of 3.8) 81%

My salary is fair for my job responsibilities. 3.8

| am completely satisfied with my job.

Satisfaction

sense of N e e Through response measures and improvement actions, the company can effectively address

The responsibilities and authority in my department are clearly 41 employee engagement survey results and translate survey data into practical improvements,

Purpose defined. thereby enhancing employee satisfaction and overall work performance.
. | feel happy at work most of the time. . mer Analyze survey data and share results with management to
Well-being I can maintain a positive attitude towards work. 4.0 discuss findings and recommendations. Ensure management understands employee needs

and expectations and actively participates in implementing improvement measures.
Implement improvement actions based on survey results, such as
enhancing the work environment, providing more training, and adjusting management styles.

| often feel stressed at work.

Stress Level A moderate level of work stress is acceptable to me. 3.5

| have enough energy after work to enjoy other activities.

| have enough resources at work to support my health and well-

Establish a continuous feedback mechanism through various channels,
like suggestion boxes and email inboxes, to encourage employees to provide feedback and

Support being. 3.8 suggestions at any time, maintaining dynamism and continuity in improvements.
My supervisor supports my work-life balance. Train management to understand survey results, improve
Engagement My work gives me a sense of personal achievement 3.8 management styles and skills, and enhance interaction and support for employees.
. 38 Regular Engagement Surveys:
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To protect employees from physical or mental unlawful infringement that
may cause physical and mental health issues during their work, the
company explicitly states, through written declarations and educational
training, a zero-tolerance stance and attitude toward any unlawful
infringement by company management, between employees, or from
customers and strangers toward company employees.

Defines workplace unlawful infringement as any incident where staff
experience abuse, threats, or attacks in a work-related environment
(including commuting), which clearly or implicitly challenges their safety,
well-being, or health. This includes physical, psychological, and verbal
unlawful infringement, sexual harassment, and stalking.

Revise the "Prevention of Unlawful Infringement in the Course of Duty"
operational guidelines.

Conduct educational training to explain the definition and response
measures for workplace unlawful infringement.

Display "Workplace Unlawful Infringement Statement" posters within
the facility for awareness.

Announce it on the internal employee management system bulletin
board.

Provide channels and methods for filing complaints, encouraging
employees to use the internal complaint handling mechanism for such
disputes. Employees are required to assist in ensuring a workplace free
from unlawful infringement. Anyone witnessing or hearing about such
incidents should notify the HR department or call the employee
complaint hotline.

Zyxel Group will conduct confidential investigations upon receiving a
complaint. If the investigation confirms the complaint, appropriate
disciplinary action will be taken. Retaliation against the complainant,
whistleblower, or those assisting in the investigation is strictly prohibited
and will also result in disciplinary action.

Employees who halt operations or move to a safe location due to the
discovery of imminent danger to their physical well-being or life while
performing their duties will not face any adverse consequences for their
actions.

Zyxel Group provides online learning courses. All new employees are required to undergo training
on compliance with human rights regulations, sexual harassment prevention, and comprehensive
occupational safety after participating. The annual mandatory corporate social responsibility course
for all employees covers the following topics. In 2023, the number of participants, training hours,
and coverage rate for human rights-related courses are shown in the table below.

In 2024, a new "Workplace Gender Equality Education" course will be introduced for all employees.

Training was provided to HR managers and staff responsible for handling bullying or harassment
reports. In 2023, an external "Workplace Sexual Harassment Prevention Workshop" was held, and
awareness was raised among general managers. In 2024, advanced training on "Workplace Sexual
Harassment Prevention" will be provided, focusing on process handling and other foundational
knowledge for general managers.

Required Trainees Actual Trainees Training Hours Coverage Rate (%)

MitraStar- Hsinchu site 974 956 478 98.2%
MitraStar- Wuxi site 6753 6745 3372.5 99.9%
Zyxel Communications- Hsinchu 498 468 468 94%

Zyxel Networks- Hsinchu 392 387 387 98.7%
Total 8617 8556 4705.5 97.69%

Workplace Unlawful
Infringement
Prevention Poster

President’s Town Meeting Employee EDM
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Zyxel Group’ s “Employee Code of Conduct” expressly states
that no discrimination, harassment, or persecution of any kind
shall be tolerated in the work environment. We expressly forbid
discrimination against employees based on race, color, creed,
national origin, religion, gender, age, disability, sexual orientation,
pregnancy, political affiliation, or differences in their marital status,
etc. The "Anti-Discrimination Management Procedures” also
regulate the management procedures and methods for preventing
and combatting any form of discrimination.

Zyxel Group supports the effective elimination of forced labor as
defined by the ILO and pledges not to use child labor. In the
"Procedures for the Prohibition of Child Labor and Underage
Workers", necessary measures are taken to prohibit the
employment of child labor and ensure the safety, health,
education and development of children.

Zyxel Group has "Sexual Harassment Prevention Methods” to
prevent sexual harassment in the workplace and maintain equal
job opportunities for both genders. Zyxel Group also has a sexual
harassment complaint channel, and the complainant can make a
complaint orally, by telephone, fax, letter, email, etc. We have also
formed a Sexual Harassment Complaint Appraisal Committee
which is jointly formed by the company and colleagues to deal
with sexual harassment complaints and the punishment of
confirmed cases. The company considers protecting employees
from sexual harassment as a basic responsibility.

Zyxel Group respects the religious beliefs of employees of various
nationalities and regularly organizes gatherings for employees
with the same religious beliefs to find spiritual comfort through
religious activities, such as English Bible study sessions.

There are 140 production line employees at the MitraStar Hsinchu site, most of which are foreign migrant workers.
80% of them are Filipino and 20% are Vietnamese.

In compliance with the RBA Trafficked and Forced Labor — Definition of Fees, MitraStar ensures responsible
employment and recruitment that prevent the employees from being exploited when being employed. It protects
their labor rights by making sure that they do not pay any expense for application, recruitment, employment and
placement and bears processing fees to enable its foreign employees to work in Taiwan without worry. MitraStar
Technology pays in full the expenses and placement fee required for its direct foreign employees to work when
they are hired and requests the recruitment agencies not to charge the employees the placement fee.

In the dormitories, there is a convenience store offering foreign employee’ s snacks from their
countries/groceries to meet their needs.

Brand-new and-suite dormitories are provided for the employees to ensure their health.

During the pandemic, MitraStar has provided grocery buying assistance, offered special meals, and
organized festival activities to enrich the lives of employees in the dormitories while they were advised against
going out.

Zyxel Group takes the employees’ privacy and personal data protection seriously. Thus, the

"Personal Data Protection Regulations” have been established to require our employees and suppliers to
comply with Taiwan's “Personal Data Protection Act” and "Regulations for the Maintenance of the Safety of
Personal Data and Files” , the EU's “General Data Protection Regulation (GDPR)" , and the laws and regulations
concerning personal data protection of the countries where we operate in so as to regulate the protection,
management, maintenance and treatment of personal data. We specify that personal data must be used in a
legal and reasonable manner by personnel with particular permission to secure the storage and transmission of
the data. A zero-tolerance policy is implemented for any violations of data protection regulations, and such
behaviors will be subject to strict disciplinary actions.

Dissemination, education and training on the protection of personal data are
implemented. All our employees are required to complete our CSR courses every year. These courses to the
employees to respect any individual’ s private information during data processing. The Internal Auditing Office
conducts irregular audits for personal data protection and management to ensure a thorough human rights-
based management approach to privacy and personal data protection.

Zyxel Group also audits the suppliers for their privacy and personal data protection
and requires them to abide by the related laws and regulations to respect privacy and protect personal data
together with them.
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Human Rights Issue  Target Regulation and Practice  Risk Assessment Mitigation Measures Follow-up and Improvement  Planned Goal 2023 Achievements

Establish an Overtime
Accumulation Report for
supervisors to reference
when arranging overtime.

- Ensure a minimum salary
level higher than the basic
statutory wage for the

Create an overwork
management and tracking
mechanism were taking one

Labor Risk Factor
Identification and
All employees Salary policies Assessment Form

Comply with the

Reasonable working regulations for legal and

TBILITE I RS - Internal audits based on ?lgl]erﬂi(ljo)llsammutin day off is required for every ;i;zlsalr;ak;lse HERITE [1eLrs Monthly Overtime Statistics
the RBA Standards system 9 seven days of work 9 reported at management
Y meetings.
Management Human Rights Protection
Procedure for Anti- Labor Risk Factor Training: 956 trainees, coverage
A A
Interdiction of forced forced Labor Identification and Provide multiple Offer education and training Ensure zero material rate of 98.2%.
All employees Management Assessment Form S h . Lo
labor q communication channels on human rights protection violation of the laws
Procedure for Internal audits based on
Prohibition of Mental the RBA Standards
and Physical Abuse
. Have the "Committee for
Regulations for | o .
mplementa “program the Prevention of Unlawful
Sexual Harassment ] . ”
. Assessments for for the prevention of Workplace Infringements
Prevention Measures, . o T e .
Zero tolerance of ; identifying violations unlawful infringements in convene every three Ensure no sexual Conduct Workplace Unlawful
Reporting and ) . S . b g
harassment and All employees Punishment Labor Risk Factor the execution of duties months and prepare harassment complaints Infringement Prevention
bullying ; ; Identification and annually meeting minutes are received Courses.
Written Declaration : " A
Assessment Form - Provide multiple Offer education and
el Ees communication channels training on human rights
Violence Prevention 9 9
protection
Regulations for Labor Risk Factor - Offer education and Human Rights Protection and
Female P L - .
employment Identification and " T training on human rights SR Sexual Harassment Prevention
ST employees A Provide communication and ; Ensure no discrimination I 2
Non-discrimination 5 Anti-discrimination Assessment Form s protection : ; Training: 956 trainees, coverage
Foreign : reporting channels ; complaints are received A
Management Internal audits based on Anti-sexual harassment rate of 98.2%.
workers
Procedure the RBA Standards courses
- Provide wide-ranging . . . Hold Quarterly Labor-
ANEIEIITAE] Regular labor- Employee activity employee facilities Employee activity satisfaction Receiel sat|sfact|on Management Meetings for
health and work All employees q o : score of 4 or higher for > :
management meetings  participation rate Offer various clubs and surveys 2 2 employees and foreign
balance o 90% of the activities
employee activities employees.

Identification and

Ask the employees to
assessment of employees

Ensure zero

at high risk for abnormal follewiine “hknzgemen: i e el o el occupational Obtain ISO 45001 Management
. . Procedure for the for the 1ISO45001 : S
A work environment Environmental safety and workload o accidents System Certification.
All employees g 3 Identification and Conduct regular follow-ups
of safety and health health policies Annual medical check-ups 5 ) Make sure no
Assessment of Safety and on groups with potential . .
Annual employee o 1 occupational diseases
Health Hazards health risks
musculoskeletal symptom occur
questionnaire assessment
Supplier Social Conduct annual audits for RO TS

Human rights measures for their human Supplier Code of Conduct

Code of Conduct for Responsibility Evaluation  the suppliers to prevent Ensure 100%

i i H i i . 0,
leisastel By Sopplies Suppliers Questionnaire human rights risks from igis ”Sks,, q dissemination ComplEmes (e 0Tz
suppliers On-si n 3 ; Develop “Suppliers Code
- On-site supplier audits  occurring to them of Conduct”
Survey Coverage Rate: Zyxel
MitraStar Technology: and Zyxel Networks >99.6%,
Responsible mineral Declaration on the Carry out surveys on the Disclose the “Declaration on Ask the suppliers to complete  Complete the survey at MitraStar Technology

P vt Suppliers  Prohibition of the Use of prohibition of the use of the Prohibition of the Use of the “Survey on the Source of the customers’ request, conducted SN of 154

9 Conflict Minerals conflict minerals Conflict Minerals” Metal Minerals” Zyxel/ZNet product component suppliers at the

survey coverage> 90% client's request.
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Our employees are our most important asset as well as the foundation of corporate sustainable development. Zyxel Group promises to offer the employees a workplace of well-
being, health and safety. Through a diverse range of welfare measures and activities, every employee receives proper care. The physical and mental health of our employees are

maintained with comprehensive health management and care in order for them to achieve work-life balance. In accordance with the ISO 45001 Occupational Health and Safety

Management System, we provide our employees with a safe work environment and maintain the rights and interests as well as safety of the contractors, thereby building a

workplace of well-being, health, and safety.

« Activities for

happiness
« Work environments » Health management
and facilities Healthy » Health promotion
Happy workplace « Heartwarming Workplace » Medical services
benefits » Health care services
« Female-friendly « Pandemic prevention
workplace measures
* Freedom of
association
sustainability Issue Operational Impact Strategy Performance Indicators 2023 goal 22z
goals achievement
The Company can Occupational safety
. ) ARSI COmir VS Promote safety culture course coverage >98% 99.6% Vi
ccupation .
Create operations and steady
al safety X
shared value and health growth in a work ) i
environment with safety Implement preventive Number of major 0 97.7% Vv

as a priority management

occupational accidents

Safe Workplace

2024
short-term

>98.5%

« Environmental safety
and health policies

» Management system
verification

- Safety and Health Risk
Management

« Safety and Health
Management for
Contractors

Future goals

2027
mid-term

>99%

2030 SDGs
long-term

100%
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Employees are the most valuable assets of our company. Zyxel Group has
established the 'Zyxel Group Welfare Committee' dedicated to creating a high-
quality environment that best suits our employees. Through a variety of activities
and measures that surpass legal requirements, we aim to ensure that our
colleagues can balance their work and life, ultimately achieving their happiness.
We have also set up a Welfare Committee website to provide various employee
information and services.

Family Day and annual evening banquets etc. Over
3,300 employees and their family participated these events in 2023.

In the 2023 Sports Season Event, there were
approximately 330 participants.

Music concert, installation art

Over 17 clubs such as ball sports, yoga, belly dancing, illustration and
oil painting, etc. and have over 10,000 attendances.

Sponsorship for employee travel groups and activities

Corporate agreements with stores all over
Taiwan for colleagues to enjoy discounts for food, clothing, housing and
travel.

Subsidies for holiday/birthday, assistance for emergency and EAP
(Employee Assistant Program)

Family Day Lunar New Year Event

All employees are free to establish clubs or groups of common interest within
Zyxel Group and we will even subsidize such activities organized by these
groups. Currently, there are over 18 active clubs/groups in the company
including:
basketball, volleyball, badminton, table tennis, golf, softball
swimming
belly dancing, dance club
Chinese shadow boxing, physical training, Aerobic exercise
oil painting, table game
charity
folk pop guitar
In addition to regular internal club interactions, we also encourage clubs to
engage in external exchanges beyond the group, such as participating in
various external friendly or official sports competitions. Clubs like the Oil

Painting Club, Oriental Dance, Tai Chi, and Guitar Club are also actively involved
in activities outside the company.
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Zyxel Group aims to promote work-life balance among its employees.
We have various welfare facilities, including a gymnasium, recreation
room, convenience store, employee cafeteria, coffee bar relaxation
area, a lactation room for nursing mothers, and on-site services such as
banking and group insurance.

Gymnasium with badminton, volleyball, basketball, billiards, table
tennis, aerobics and weight training rooms allow employees to enjoy
their favorite sports for better physical and mental health. In 2022, over
20,000 people used the Gymnasium.

The company cafeteria offers six buffet lanes and
two cafeterias with nearly 100 cuisines for employees to choose
from.

Visiting employees can reside in the dorm until they find
a more suitable place to stay in the future.

All employees who commute by car or motorcycle
can enjoy free parking spaces. Aside from the motorcycle parking
lot, a four-level, underground car park is also provided. Special
parking space for pregnant, injure and honor employees.

Provide group insurance for colleagues and
dependents, and arrange insurance company personnel to provide
insurance consulting and claim application services for colleagues.

Coffee shop Yoga room

Zyxel Group cares about the relationship between the employees and their children as well as the
female workers’ needs at work and values gender equality at work. Therefore, a work environment
offering diversely comprehensive protection and assistance in terms of systems/regulations, welfare
measures, and employee facilities is provided.

The “Code of Conduct for
Employees” stipulates that the employees must not be discriminated against, harassed or persecuted
on the basis of gender, sexual orientation, pregnancy or marital status. The “Regulations for Sexual
Harassment Prevention Measures, Reporting and Punishment” specify that the complaints made
through the sexual harassment reporting channels and sexual harassment investigations shall be kept
under wraps to protect the right to privacy and personality rights of the persons involved.

This system allows the employees to arrive or
leave 0.5 hour early or late to meet their needs for picking up their young children, taking care of their
families, or dealing with personal matters.

The employees may apply for “family leave” when
they need to take care of their family members. If the employees have a need to take care of their
newborn family members, they may apply for “unpaid parental leave” in accordance with the laws.
We make plans for their resumption of work on our own initiative before the end of their unpaid
parental leave.

Follow-ups are conducted using the “Maternal Health
Protection Survey” to assist the Company and the employees in jointly assessing hazardous health risk
factors and relevant protection measures.

We set up breastfeeding rooms equipped with heartwarming
amenities and facilities and provide car and motorcycle parking spaces for expectant mothers to create
a work environment friendly to female workers.

Gymnasium Sports court
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Zyxel Group cares about the physical and mental health of the employees and aims to boost their performance in all fields and promote their health. In addition to driving the
employees’ productivity at work, we hope that they can have a better quality of life and achieve work-life balance.

Thanks to our efforts, we were certified as a “Sports Enterprise” and received the “Workplace Health Promotion Certificate” from the government, stiffening our positive
stance on the importance of health management for the employees.

Health management promotion
Employee medical check-ups

Health management form for follow-ups

Occupational disease prevention
Health

Abnormal workload prevention Health lectures and newsletters
Musculoskeletal injury detection and UGS Health maintenance services
nrevention Physical activities
Medical Health
Services Promotion
ternal Health Protection Survey
Breastfeeding room Establish a pandemic prevention team
Car and motorcycle parking space for expectant Pandemic Dissemination of pandemic information
e Health Care '
: Prevention
Employee assistance and consultation programs Services

Measures
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For general employees, management, and new employees, medical check-ups
superior to those required by the laws in terms of examination items and frequency
are provided every year. Medical check-ups involving advanced health
management and examination items are also available for the management. The
production line employees at high risk receive lead ion and ionizing radiation tests
and all the examination expenses are paid by the company.

Every year, Zyxel Group Hsinchu site provides regular
employee health check-ups that exceed government standards. Physical checkups:
according to the result of checkups, follow-up targets are categorized into different
levels for the highest level of employee wellbeing - A: Normal, B: recommended to
improve with healthy diet and exercise, C: recommended for further physician
evaluation. And D: Abnormal, recommended for further treatment.

Except for the arrangement for C and D for further treatment consultation, Zyxel
Group also provide one- day sick off and medical subsidy.

We post health-related
information on the bulletin board and offer scales and blood pressure monitors for
the employees to understand their health status at any time.

A B C D
Zyxel Group 3% 55% 29% 13%
MitraStar 3% 53% 29% 15%
Zyxel Communications 4% 55% 28% 13%
Zyxel Networks 4% 54% 31% 11%
Average 4% 54% 29% 13%
. Zyxel
Zyxel Group MitraStar Communications Zyxel Networks
Number of people 81 622 427 382
86% 74% 88% 92%

Attendance rate

In addition to regular annual health check-ups, physical examinations are also arranged for
employees to assess their physical health, which serves as a reference for work arrangements.
To prevent occupational diseases, basic health data for workers are established. Examination
items include general physical check-ups as well as specific occupational hazard checks (lead,
ionizing radiation) conducted in conjunction with the annual health checks.

No records related to occupational diseases have been identified currently.

Every year, processing the high-risk group identification and evaluation, keep tracking the
abnormal working load employees and provide them with the health education.

According to the advice of our occupational medicine physician, we conduct follow-ups on and
take care of the employees who are identified as having abnormal workload classified as Level
2 or higher, have medium risk of cardiovascular comorbidity, and are under Level D health
management according to the "Workload Scale” .

Annual workplace health

Work pattern
scale

Overload score

Personal overload score  Monthly overtime hours -

Each year, we initiate the 'Employee Musculoskeletal Symptom Survey' to ensure that employees
are not suffering from musculoskeletal injuries caused by work-related factors. The
questionnaire requires employees to rate their pain for different body parts, and for those who
score above four, the cause of the pain is first identified. If the discomfort is determined to be
work-related, an occupational specialist, nursing staff, department supervisor, and occupational
safety and health management personnel will collaborate to assess the employee's working
conditions and implement improvements, ensuring their safety and health in the workplace.

Health check
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We collaborate with government agencies to organize health promotion activities,
such as stress-relieving massages, weight loss activities, cancer prevention
seminars, blood -pressure checking, blood donations and vaccination service. The

activities effectively help employees to become more conscious about their health.

We also prepare the AED training classes to create a health working environment
for employees.

Activity Type Main Activity

Body-moving activities

Physical activities . paqt walking activities

Massages for stress relief
Cancer prevention activities
Smoking cessation
Health Blood pressure measurement activities
maintenance Vaccination services

Health promotion activities at Mother’ s Day (measurement

of calcaneal bone density/eye pressure/BMI)
Away from Metabolic Syndrome: Health Promotion Series
Events

Health lectures
Health resources - AED training courses
Health information dissemination

Health lectures

Health lectures

We have the nurse and doctor to provide the health consultation. Invite the blind
masseuse to provide the stress relieving service for employee, and also taken care
of disadvantaged people. In 2023, over 2,405 people used this free service and the
satisfaction percentage is 95%.

Medical professionals’ consultation

. Medical transfer service
service

Cooperate with the government's
four major guidelines for
management

Prevention of professional diseases

Provide employee the consultation
service in service hours

An expert team consisting of lawyers and consultants in psychology, financial
and health fields provide a round-the-clock counseling service under the
Employee Assistant Program (EAP).These experts help employees to overcome
physical and mental health issues, legal issues, marriage, education, career
management, insurance, tax and finance difficulties, etc. All personal information
and records are under strict protection and supervision.

Following the program, various seminars
are including tax and living issues are
provided. 90% employees are satisfied with
the seminars according to the
questionnaire. In 2023, a total of 34 cases
sought counseling services through the use
of the EAP (Employee Assistance Program)
employee assistance service program.
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To effectively enhance the efficiency of health management for our female workers,
we, through an online cloud management system, develop a “Female Worker Health
Management Assessment Form” for follow-ups to manage the health of the workers
in a real-time manner. The occupational health and safety personnel and medical
personnel are then conduct job suitability assessments and classification
management to smoothly assist the Company and the workers in jointly assessing
hazardous health risk factors and relevant protection measures in accordance with
the “Regulations of the Maternity Health Protection at the Workplace” .

Zyxel Group cares about the relationship between employees and
their children and values gender equality at work. Breastfeeding
rooms equipped with heartwarming amenities and facilities,
including breast milk bags, nursing pads, and emergency hotline
phones, are set up and serve as comfortable spaces for our female
employees. The employees are provided with satisfaction
questionnaires to get their feedback and opinions.

Multiple welfare measures for female employees are also In 2023, all our female workers were under Level 1 risk management (meaning that
implemented, such as car and motorcycle parking spaces for their jobs or health issues did not cause harm to them as mothers and their fetuses
expectant mothers, to offer a friendly and quality work environment. or babies).

Generatea "Maternal Health Protection Assessment

Starts . .
Form” through the online information system
st 1 Maternal Fills in the form with the basic information, perceived job
age
e Workers limits, and identified risks at work
st 5 Department ~ Conducts an assessment to see if work adjustments are
age .
E Supervisor  required
Stage 3 Qraupetient] Issues a health check-up report
Nurse
Occupational  Conducts an assessment to determine if the work
Stage 4 Sach;/ltahnd continuations are to be changed or if control and
Personnel management measures are to be adopted
Assigns a health management level based on the
Occupational . . . .
Stage 5 Physician assessment result, gives comprehensive advice on job
suitability, and sets a time for the next follow-up
Stage 6 NEIEIE ] Checks the assessment result with the physician

Workers




ZYXEL 2023 Zyxel Group Sustainability Report|139

G ROUVP

By way of defining and publicizing the environment and safety-related policies, Zyxel Group expresses its intention to take environment and safety issues into consideration in
every aspect. It requires all employees to comply with the terms listed in the environment and HSF manual.

Protecting the health of its employees and the environment is Zyxel Group’ s genuine commitment. It observes all government regulations and enforcing policies relevant to
the environment, HSF and safety.

The committee is formally composed of both labor and management representatives. It meets quarterly, and the meeting content is reviewed by the General Manager.
Committee members include occupational health and safety personnel, department heads, supervisors, commanding officers, occupational health and safety-related
engineering professionals, healthcare personnel involved in workers' health services, and labor representatives.

2023 'Safety and Health Committee' Major Meeting Follow-Up Control Items: No complaints, penalties, or accidents.

Occupational Safety and Health
Committee

i

Chairperson

General Manager .
9 Committee Member and

Executive Secretary

® Plant EHS and General
l Affairs Department
= )
ngetyI and Health Health Management Supervisory Committee Labor Representative
Engineering Committee Committee Member Member Committee Member
NMAarmhar
Occupational Safety and . .
O t | Ph & . o .
Environmental Protection ccupational Fhysician Manufacturing Division Labor Representative

. . nurse
Section& Engineers
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Zyxel Group implements environmental safety management in accordance with the “ISO 45001 Occupational Health and Safety Management System” , with the RBA Code of
Conduct as well as the SA8000 Standard taken into account. Three sequential implementation guidelines, namely regulations and management, risk assessment, improvement
and guidance, are developed to ensure the safety of our employees and contractors in the work environment and achieve the goal of zero incidents.

Risk Prevention |»

¥ Ask the employees to followthe “Management
Procedure for the Identification and Assessment
of Safety and Health Hazards"

V¥ Perform regular preventive measures for the

Regulations and Management

¥ Comply with the ISO 45001 Occupational Health
and Safety Management System

¥ Take into account the RBA Code of Conduct and
SA8000 Standard

V¥ Make improvements in the work environment
and procedures

V Disseminate information on occupational safety

Vv Set up relevant codes of practice and
management procedure regulations

work environment, equipment, machinery and
services to prevent potential risks

V¥ Provide education and training on occupational
safety

« 1SO45001 Occupational Health and Safety » Work environment « Chemicals management « Work related accident investigation, analysis and
Management System certificate monitoring « Prevention of record
» Code of Practice for OSH » Education and occupational diseases « Work environment improvement
 Environmental Safety and Health Handbook training for personnel - Fire safety equipment « Dissemination of the “Emergency Response
« Any other ISO45001 related regulations/procedures » Protection of signs Procedure”
and guidelines/documents equipment and « Work related accident « Dissemination of information to our foreign workers in
machinery investigation their mother tongues

« PPE « Safety and health training for the employees/
management at all levels

= ——
“E S ) =0 oY
CERTIFICATE \» MANAGEMENT SYSTEM MANAGEMENT SYSTEM

CERTIFICATE

™

Step 1: Regulations and Management

Mitrastar Technology Corporation

The subsidiaries of Zyxel Group, MitraStar, Zyxel and ZNet in Hsinchu
Taiwan sites, currently passed the certification audit for the ISO45001
Occupational Health and Safety Management System. We continue to
actively ensure their compliance with the latest standard in the country
to sharpen their competitive edges.

ISO45001 certificate
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Step 2: Risk Prevention

In terms of the manufacturing processes, preventive guidelines, such as the safety
design of machinery, operating procedures, training, automatic inspection, safety
auditing, management of chemicals, environmental assessment, protective gears and
management of high-precision operations are taken on a daily basis to ensure a
comfortable, safe and worry-free working environment for employees.

Physical environment factor: noise, lllumination.

Chemical environment factors: carbon dioxide, organic solvents and lead metal

Proactively implement the “6S" principles in the factories.

The warehouses are kept bright and spacious and materials are stored in proper
order.

The airflow in factories along with the entire environment conditions is inspected
and recorded every six months; all anomalies will be corrected immediately.

All machines and equipment with higher personnel risk (e.g., forklifts and high-
pressure gas controllers) are inspected every year to ensure safety, and warning signs
are clearly posted on such machines to remind the operators.

Employees who may come into contact with hazardous substances are required to
use personal protective equipment, and the wearing instructions are clearly labeled
and provided.

The humidity of the job site and electronic warehouse is 35%~60%, and the temperature of
the parts is controlled to 15~30 degrees.

MitraStar entrusts a qualified testing agency to visit the factory to monitor the operating
environment every six months. On-site operators issue earmuffs or disposable earplugs for
hearing protection to people working in noise-producing areas.

The electronic files of the latest Chemical Material Safety Datasheet, renewed every year,
are provided for download.

The “Management Procedures and Communications of Dangerous Materials” is enacted
and updated annually for employees to follow during the storage, handling and disposal
process of dangerous materials.

The firefighting equipment is installed and labeled properly as required by the law.
Firefighting equipment and signs, such as evacuation lights, fire extinguishers and
indoor/outdoor hydrants, are inspected quarterly; evacuation maps and emergency
lightings are placed at appropriate locations such as safety ladder exits. In addition, backup
power generators will provide the electricity for necessary lighting in emergency
conditions.
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We revise the "Safety and Health Hazard Identification and Should any undesired accident happen to our employees or contractors, internal first-aid unit will
Assessment Management Procedure” and "Emergency Response be dispatched to control the situation while the security unit investigates the possible causes. All
Procedure" every year or regularly according to the current situation, department heads will assign engineers to assist the investigation in hope for future prevention
and teach employees to follow them. and improvement guidelines.

« On the other hand, even false alarms should be elevated monthly through managers, seed
personnel in departments and the security unit for the unit to generate reports and to prevent
future occurrence.

In addition to implementing emergency response training courses

such as personnel firefighting, notification, and evacuation training

every six months, we conduct emergency evacuation drills such as

those for fire, earthquake, and chemical leakage regularly. « Zyxel Group generates monthly statistics of cases, types and causes of employee injury to report
on the web for analysis and thus prevention guidelines of frequent accidents

« there' sno case of dispute, penalty or indemnification in recent years.
« As required by the law, Zyxel Group reveals its monthly report on occupational accidents.

Zyxel MitraStar MitraStar Zyxel Zyxel
Group Hsinchu site Wauxi site  Communications  Networks
Total work hours(hours) 389,624 1,832,600 1,472,088 918,248 765,168
Number of fa.talltle.s.caysed by 0 0 0 0 0
occupational injuries
Rate of Severe Occupational Injuries 0 0 0 0 0
Number of work-related injury
: ; incidents resulting in lost workdays 0 3 2 0 0
Site Function Group Total : - 9 y
Lost Time Injury Frequency Rate 0 164 13 0 0
six functional groups such as Operation (LTIFR) '
MitraStar site | CEnter .Reporti.ng, Fire Extinguishing, 5 el Recordable Occupational Injury Cases 0 0 0 1 0
Evacuation Assistance, Safety Assurance
and First Aid Recordable Occupational Injury Rate 0 0 0 1.09 0
False Alarm Incident Rate 0 0 0 0 0

five functional groups such as Reporting,
Zyxel site Fire Extinguishing, Evacuation Assistance, 33people Occupational Disease Fatality Rate 0 0 0 0 0

Safety Assurance and First Aid Recordable Occupational Disease

Cases 0 0 0 0 0

Note 1: Statistics are limited to Taiwan and China regions.

Note 2: Total Work Hours = Number of employees in that category at the end of the year x Total working days x Daily
working hours.

Note 3: Calculate the injury rate (IR) based on 200,000 working hours, where IR = (Total injury cases / Total working hours)
x1,000,000

Note 4: When calculating the quantity and rate of recordable occupational injuries, include the number of fatalities caused
by occupational injuries.

Note 5: Only include injuries caused by commuting accidents involving transportation arranged by the organization.
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| Safety and Health Education Training for Employees and Managers

Safety and health education and training is required for our employees and
management at all levels. According to the regulations, every employee must spend
at least three hours for on-the-job in-plant safety and health education and training
courses every three years.

New and transferred employees are required to take a series of pre-service training
on environmental safety as well as the ISO45001 management system. For the new
employees, the training helps them understand all the systems, regulations, and skills
required at work. For the employees transferred to new positions, they may perform

Occupational Safety Number of Training Hours ~ Coverage Rate
Education Courses Trainees
General Employees 3,604 2,691 99.55%
New Hires 5,757 135,932 100%
Non-Employee Workers 598 3,614 100%
Total 9,361 138,623 100%

tasks only after undergoing relevant training.

2023 Courses
Internal EHS Auditor Training

EHS Training for Indirect/Direct
Personnel

EHS Training for Contractors/New
Contractors

Firefighting and Emergency Response
Training

Emergency Evacuation Dirill
EHS Regulatory Seminar

In-Service Training for Nurses

Occupational Safety and Health
Administrator Training

New Hire/On-the-Job Training for Sales
Supervisors

First Aid Training

Organic Solvent Operations Supervisor
Training

Respiratory Protection Education
Training

lonizing Radiation Operator Training

Energy Management Personnel Training

On-the-Job Training for Waste Cleanup
Technicians

| Dissemination of Information to Foreign Workers in Their Mother
Tongues and Education and Training

For our migrant workers, we design occupational health and safety slogans and posters
in their mother tongues and provide education and training on the work environment
and procedures.
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Zyxel Group's health and safety policy also covers the activities of contractors in the
company, including contract workers, security personnel, catering, and cleaning staff.
All contractors are required to observe our “Regulations for Security, Environment,
and Hygiene of Contractors” . Annual safety and health education and training are
provided to contractors, in compliance with human rights-related regulations.
Additionally, health care and management are extended to non-employee workers.

Contractor personnel must receive courses on environment, safety and hygiene
topics.

All on-site operations must be applied first, and contractors will be informed of
the possible hazards before entering the work site.

Supervisors will stay on-site and perform inspections before, during and after
the working sessions.

Application forms must be returned to the safety unit to confirm the completion
of jobs.

Any contractor violating the factory regulations will be penalized and ordered to
stop until the condition is corrected.

Each year, contractors receive safety and health education and training to help them
understand the risks and hazards in the company's environment and reduce the
occurrence of accidents. All security personnel are contracted from reputable
professional security companies, selected through rigorous screening and relevant
certification training, ensuring the proper execution of security-related tasks. Their
education and training for contractors comply with human rights-related regulations.

Number of
required training
participants

Number of Training Coverage
trainees hours rate

contractor 598 598 3614 100%

We review our subcontractors’ health reports on an annual basis and keep track of and care
about the contractors’ health status. During the pandemic, our subcontractors and
employees have been asked to complete a health management form for daily health
management. Multiple food options ranging from healthy meals to vegetarian meals are also
available to the subcontractors.

Number of Deaths Due to Occupational Injuries

Number of Severe Occupational Injuries
Number of Recordable Occupational Injuries
False Alarm Incident Rate

Number of Deaths Due to Occupational Diseases

0
0
0
0
0
0

Number of Recordable Occupational Disease Cases
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| Community Contribution

A. Cultivation of Talent
B. Care for the Community

C. Environmental Protection
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Community Contribution

Upholding the philosophy of giving back to society, Zyxel Group encourages and supports
employees to participate in various public welfare activities in response to social needs,

m Strategy: Fulfill civic responsibility
internalizing these efforts as part of the company's corporate social responsibility culture. ?

Major Issues: Community contribution

In addition, to promote environmental awareness, Zyxel Group has long-term commitments 2 Stakeholders: Community
to donating to and supporting social organizations, as well as collaborating with
government agencies to hold activities focused on ecological conservation, environmental HEs
greening, and resource recycling, in order to fulfill corporate responsibility and create a
better society and environment.

Performance highlights

Shun-1 Chu Zyxel Group Scholarship

Sponsored 8 Hosted &

i 2023
Established 25 years Talent training activities Social care campaigns

Donated over NT$163 million Donated NT$ 8.95 million

Benefiting a total of 5,594 students Benefiting a total of 384 students
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Philosophies

In terms of giving to society, we uphold the following philosophies:

Zyxel Group' s "Corporate Social Responsibility Best Practice Principles” explicitly state that the Company shall

“Innovation" is the core value of Zyxel Group. We are fulfill social responsibility: The Company shall assess the impacts of the operations on the community and hire
constantly committed to reflecting the value and approach  manpower in the area where the Company operates, if appropriate, to boost community recognition.
of innovation in our social welfare activities.

To facilitate community development, the Company shall participate in the activities organized by civil

The senior managers of Zyxel Group take their own actions  organizations, charity and social welfare groups, and local government agencies, which are engaged in community
and encourage employees to participate in community care  development and education, through commercial activities, physical donations, corporate volunteer services or
and give back to society. Zyxel Group emphasizes that  other social welfare professional services.

enterprises should form a network that influences society
and the environment, and expand their influence to achieve

the effect of attracting others.

Goals and Achievements

Topic

Scholarship

donations

Talent training
activities
Social care

campaigns

Environmental
protection

activities

Operational
impact

Build good
relationships
with local
communities
and enhance
their corporate
images

Strategic initiatives

Provision of
scholarships,
investment in
industry-academia
cooperation, and
organization and
sponsorship of
activities related to
talent training

Organization and
sponsorship of social
welfare activities
related to
environmental
protection or carbon
reduction in the
Company or
community

The Company understands the needs of the schools, institutions, groups and relevant organizations in the area
where the headquarters is located by getting into direct contact with them. After conducting internal capacity
assessments and formulating plans, we started to engage in community care and aim for long-term delivery.

e o goal 2023 achievement 2024 goal ARG || AEDIEIT | e
e Indicators goals term goals
e Annual charitable donations to
Held Every Donated every Dc.nt\ated NT$8.95 million. y  Donatedevery support talent development
year year Benefiting a total of 384 students year programs. E
Sponsored or held 8 activities Vv
Continuously sponsor or co-host related activities
annually
Sponsored or held 8 activities Vv
Number of Held or
participants sponsored .
per year every year Impacting over
Impacting over 2,000 participants 2000 =
pacting 000 p p
Held 1 activity \Y within the company and participants @

within the
company and
community

community
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-

ZYXEL FOUNDATION

&

Starting from carrying forward the common philosophies of Zyxel Group
and the subsidiaries thereof, Zyxel Communications, Zyxel Networks,
MitraStar Technology, namely “promoting innovation and start-ups”
and “being engaged in social welfare” , Our ZYXEL Foundation actively
expands and develops its scope on a continuous basis. With its focus on

“encouraging innovation and supporting start-ups” , “training
excellent talent” , and “fulfilling social responsibility” , the foundation

hopes to serve as the “kindling” to demonstrate the Company’ s Support entrepreneurship
corporate philosophy of giving back to society to other companies.

Encourage innovation

More information: Pelaa’


https://foundation.zyxelgroup.com/
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A. Cultivation of Talent

| The Progressive Foundation of Education

Different from non-benefit organizations and foundations carrying corporate
names for publicity, the “Progressive Foundation of Education” and “Shun-
| Chu and Zyxel Scholarship” were founded privately by Dr. Shun-I Chuy,
chairman of Zyxel Group, in 1999 for public benefits.

The objectives of Progressive Foundation of Education are public policy
research, facilitation of community improvement, and equal education
opportunities. Based upon on this groundwork, the Foundation clearly defines
its tasks and therefore the plans to sponsor the development of talented
people.

- Research consultation and data services related to public affairs,
commissioned, or receiving commissions or subsidies for research and
promotion of public affairs, policies, and reform-related matters.

- Exchange with relevant domestic and international educational institutions
and individuals, enhance international cooperation, and promote research
and development of public policies.

- Publish publications related to research and education, public affairs, and
policies.

- Establish scholarships to encourage students' pursuit of education.
- Sponsor educational and cultural-related public welfare activities or clubs.

- Sponsor, promote, and organize various activities in natural sciences,
humanities and arts, and technology education.

- Reward those who participate in education, culture, science, creative
competitions, and excel.

- Other public welfare education matters related to the founding purpose.

| Shun-I Chu Zyxel Group Scholarship

Founded in 1999, the “Shun-I Chu Zyxel Group Scholarship” has supported students
for 25 years as of 2023. About 50 students with outstanding academic performances
from National Tsing Hua University, National Yang Ming Chiao Tung University, and
National Central University benefit from the scholarships every year. It is estimated that
the high school scholarships provided for National Chutung Senior High School,
National Chunan Senior High School, National Hsinchu Girl" s Senior High School, and
National Hsinchu Senior High School benefit around 300 students a year.

Since its foundation, the “Shun-I Chu Zyxel Group Scholarship” has awarded over
NT$163 million of scholarships to nearly 5,594 students. In 2023, a total of about NT$8.95
million of scholarships were awarded to 384 students.

Chairman Shun-lI Chu has supported and made a yearly scholarship donation of
NT$200,000 in sponsorship to the Rising Sun Program of National Tsing Hua University
since 2016. In 2023, he also sponsored the Spring Foundation Scholarship of National
Yang Ming Chiao Tung University to encourage students who are outstanding but
economically disadvantaged, which was awarded 1 student.
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| Encouraging Innovation and Supporting Start-ups

ZYXEL Foundation hopes to start from schools to encourage students to actively
take part in a variety of activities when they are at school. By offering its
resources and assistance in support of on-campus lectures and campaigns
related to innovation and start-ups, the foundation expects to be the foundation
for young students, help them to unlock more of their potential and find their

own path.
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Industry-academia Cooperation

In an attempt to facilitate industry-academia cooperation, enhance the skills and practical
capabilities of young talent, and foster corporate R&D potential and talent, the foundation
has sponsored and supported the industry-academia cooperation programs about
networking and information security to bridge the gap between academia and the
industry.

School Research Project Period

National Cheng

2023-2024
Kung University

FireWallWiz: Scaling Security Smarts

_ Al Log-Based Anomaly Detection Framework 2022
National Central

University Machine learning applied to malicious/non-

. e 2022-2023
malicious file filtering systems

| Fulfillment of Social Responsibility

As a starting point, the foundation fulfills corporate social responsibility by supporting
and taking part in public forums, environmental protection activities, and charity and
social welfare events in any form. It also encourages putting philosophies with regard
to humanistic care, land care, and environmental protection into practice in the hope
of using its resources to give back to the society and contribute to social care and
development.

Networking Equipment Donation Event

Zyxel Networks has donated more than 40,000 baht of network equipment to the "GTC: CiraCoreCamp#2" hosted
by the Center for Lifelong Learning of King Mongkut's Institute of Technology (KMITL) to teach children

and guide them to the world of artificial intelligence" project. The purpose of this project is not only to

teamwork and problem-solving abilities, but also to hope
that the innovative results of various small projects can be applied to different enterprises in Thailand to promote

improve programming skills through the students’

the development of technology.
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B. Care for the Community

We follow the philosophy and footsteps of Dr. Shun-I Chu, our chairman, in giving back to the society. We encourage and support our colleagues to participate in various
charitable activities, aligning with social needs, and internalize this as part of our corporate social responsibility culture to effectively contribute to the society.

Donation of Network Equipment

Continuing the donation in 2022, Zyxel Networks Technology will
once again join hands with Zyxel Foundation in 2023 to launch the

“2023 Action to Deliver Love, Love is Constant!” public welfare
project, donating to public welfare organizations across Taiwan
including the Lixin Foundation, Eden Foundation, Creation
Foundation, Huashan Foundation, and other public welfare
organizations. In the past two years, it has donated to 63
organizations and 800 network equipment to disadvantaged groups,
providing continuous support and bringing hope to the community.

Charity Mountain Climbing

In order to help raise funds for the Children's Hospital of Birmingham in the UK, Zyxel Networks
joined hands with local agent Intec Micros in the UK and a total of 11 colleagues participated in a
six-hour hiking activity on Mount Snowdon. This charity mountaineering event not only
deepened the close cooperative relationship between Zyxel Networks and its agent partners, but
also demonstrated Zyxel Networks' commitment to social responsibility, generating positive
energy to raise funds in actions. The event's original target of raising £1,000 was successfully met
in the end, with a total of £1,827 raised.

o e
% ““Jﬁ»
3 ke N

* Children's Wish Adoption Event

Zyxel Foundation has entered into its third year of adopting
Christmas wishes with love.

The foundation Invited colleagues to be Santa Clauses and help
to fulfill the Christmas wishes of 52 children from Tainan Olive
Garden Care Association and Yu-shan Elementary School in
Hsinchu County.

By bringing blessings and encouragement, we enjoyed the
warm and happy Christmas holiday with the children.
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Educational Activities for Children in Rural Areas

Hsinchu Guanxi Yu-shan Elementary School has only 44 students. Yu-shan, a land that
once prospered due to cement mining, does not have many economic production
opportunities due to the suspension of mining and its remote location, and the younger
generation has migrated elsewhere. The Zyxel Foundation provides the resources
needed for badminton and baking courses at Guanxi Yu-shan Elementary School in
Hsinchu County to enrich the learning experience of the students. It hopes to cultivate
students' diverse skills in addition to subject learning, while improving their abilities.

i l"“““i_" -~

Volunteer Service Club

Zyxel Group’ s employees formed the “Zyxel Group Volunteer & rfres v
Service Club” on their initiatives. Over the years, the club @ —— -
has participated in social welfare or community events in EREMRERLEHRNY
Hsinchu, Taiwan, where Zyxel Group is based. As one of our PR e
employee clubs, the “Volunteer Service Club” , has been e
engaged in the following community care activities foralong .» 2
period of time: ;

. T £ ACRH NN EF i
- Encourage employees to donate invoices to gf-:
organizations in need of help. ¢ ST

- Provide places for social welfare groups to hold direct
charity sales in the company.

Production and sales of yearly calendars from Renai Social Welfare Foundation
for three consecutive years since 2021. By 2023, the number of calendars sold
has reached 395.

C. Environmental Protection

" The 8th Year of “Day of Giving” : Beach Cleanup Activities

Zyxel Networks US office colleagues hold community charity activities regularly
every year. This activity is based on "Save Our Beach". We work together to clean
up garbage in the nearby Seal Beach. In the spirit of continuous giving back, we
hope to have a positive influence on the community. Zyxel Networks is committed
to creating a positive and cheerful work environment and emphasizing community
involvement. From cleaning beaches to preparing food packages for
disadvantaged families, Zyxel Networks' Day of Giving activities will continue in the
future.

ZYXEL ”

NETWOR

gﬂ-- Day of /

e M « K AGivi uu;



https://www.ishare.org.tw/%E3%80%8C2020-%E9%A6%B4%E9%B9%BF%E7%92%B0%E5%B3%B6%E3%80%8D%E6%88%90%E6%9E%9C%E5%BD%B1%E7%89%87-2-2-2/
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Appendix

Appendix I: Index of GRI Standard Indicators

Statement of Use

Zyxel Group reports information referenced in the GRI Content Index in accordance with GRI Standards for the period from January 1, 2023, to December 31, 2023.

GRI'1

GRI 1: Foundation 2021

Applicable GRI Sector

N/A

GRI Sustainability Reporting Standards 2021

Code

Disclosure

1. The Organization and its Reporting Practices

2-1.
2-2.
2-3
2-4
2-5
2. Activities and Workers

2-6

2-7

2-8

3. Governance
2-9

2-10

2-11

2-12

2-13

2-14

2-15

2-16

Organizational details

Entities included in the organization's
sustainability reporting

Reporting period, frequency and contact point
Restatements of information

External assurance

Activities, value chain and other business
relationships

Employees

Workers who are not employees

Governance structure and composition

Nomination and selection of the highest
governance body

Chair of the highest governance body

Role of the highest governance body in
overseeing impact management
Delegation of responsibility for impact
management

Role of the highest governance body in
sustainability reporting

Conflicts of interest

Communication of critical concerns

Chapter in the Report

About Zyxel Group

About this Report
Corporate Governance: B. Financial Performance

About this Report
About this Report
About this Report

About Zyxel Group
Value Chain: B. Supplier Sustainability Management

Friendly Workplace: A. Diversity and inclusion
Recruitment

Friendly Workplace: A. Diversity and inclusion
Recruitment

Corporate Governance: A. Governance Structure
Corporate Governance: A. Governance Structure

Corporate Governance: A. Governance Structure

Corporate Governance: A. Governance Structure

Corporate Governance: A. Governance Structure

Sustainable Management: B. Sustainability Committee

Corporate Governance: C. Business Ethics

Corporate Governance: A. Governance Structure

Page

57

108

108

29
29

29
29

29

16

37
29

Description

For details, please refer to the company's 2023
annual report

from Jan. 1, 2023 to Dec. 31, 2023.

No significant changes

The number of employees did not fluctuate
significantly from the previous reporting
period.

No significant changes from the previous
reporting period.



https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
https://www.irpro.co/3704/annual/2023/EN/20240531090628-1.pdf
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2-17

2-18

2-19

2-20
2-21

Collective knowledge of the highest
governance body

Evaluation of the performance of the highest
governance body

Remuneration policies
Process to determine remuneration

Annual total compensation ratio

4. Strategy, Policies and Practices

2-22
2-23
2-24
2-25
2-26
2-27
2-28
5. Stakeholder Engagement

2-29

2-30

GRI 3 : Material Topics 2021
3-1
3-2

3-3

Statement on sustainable development
strategy

Policy commitments

Embedding policy commitments

Processes to remediate negative impacts

Mechanisms for seeking advice and raising
concerns

Compliance with laws and regulations

Membership associations

Approach to stakeholder engagement

Collective bargaining agreements

Process to determine material topics
List of material topics

Management of material topics

Corporate Governance: A. Governance Structure

Corporate Governance: A. Governance Structure

Friendly Workplace: A. Diversity and inclusion
Recruitment

Corporate Governance: A. Governance Structure

Sustainable Management: A. Sustainability
Management Framework

Sustainable Management: A. Sustainability
Management Framework

Corporate Governance: C. Business Ethics

Corporate Governance: C. Business Ethics

Corporate Governance: C. Business Ethics Sustainable
Management: D. Stakeholder Communication

Corporate Governance: C. Business Ethics

Corporate Governance: B. Financial Performance

Sustainable Management: D. Stakeholder
Communication

Sustainable Management: D. Stakeholder
Communication
Sustainable Management: D. Stakeholder
Communication
Sustainable Management: D. Stakeholder
Communication

29

29

108

29

108

15

15

37
37

18
37

37
34

18

18

18

18

not disclosed

The policy commitments are also published on
the Zyxel group website: link

The relationship between the company and
labor is harmonious, and there is no need to
organize a labor union, but the company
attaches great importance to labor rights and
holds regular labor-management meetings


https://www.zyxelgroup.com/sustainable_policy
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Specific Topics Disclosures
Code  Disclosure

Economic
GRI 201: Economic Performance

201-1  Direct economic value generated and distributed
Financial implications and other risks and

201-2 2 -
opportunities due to climate change

201-3 Defined benefit plan obligations and other

retirement plans

GRI 203 : Indirect Economic Impacts

203-1 Infrastructure investments and services supported
203-2  Significant indirect economic impacts

GRI 204: Procurement Practices

204-1  Proportion of spending on local suppliers

GRI 205 : Anti-corruption

205-1  Operations assessed for risks related to corruption
Communication and training about anti-corruption
205-2 P
policies and procedures
205-3  Confirmed incidents of corruption and actions taken

GRI 206 : Anti-competitive Behavior
Legal actions for anti-competitive behavior, anti-

206-1 trust, and monopoly practices

GRI 207 : Tax

207-1  Approach to tax

207-2  Tax governance, control, and risk management

Environmental
GRI 302 : Energy

302-1  Energy consumption within the organization
302-3  Energy intensity
302-4  Reduction of energy consumption

GRI 303 : Water and Effluents (2018)

303-3  Water withdrawal
303-4  Water discharge
303-5  Water consumption

GRI 304 : Biodiversity
Operational sites owned, leased, managed in, or

304-1 adjacent to, protected areas and areas of high
biodiversity value outside protected areas
Significant impacts of activities, products, and

304-2 . 1Patts O
services on biodiversity

304-3

Habitats protected or restored

Report|155

Major Issue

Corporate Governance

Talent attraction & retention

Climate Strategy

Talent attraction & retention

Social Participation
Social Participation

Sustainable supplier

Business Ethics

Business Ethics

Business Ethics

Business Ethics

Corporate Governance
Corporate Governance

Energy Management

Energy Management
Energy Management

Chapter in the Report

Corporate Governance: B. Financial Performance
Friendly Workplace: A. Diversity and inclusion
Recruitment

Environment Protection: A. Climate Change
Appendix: TCFD Index

Friendly Workplace: A. Diversity and inclusion
Recruitment

Community Contribution: A. Cultivation of Talent

Corporate Governance: C. Business Ethics

Corporate Governance: C. Business Ethics

Corporate Governance: C. Business Ethics

Corporate Governance: C. Business Ethics

Corporate Governance: B. Financial Performance
Corporate Governance: B. Financial Performance

Environment Protection: B. Energy Management

Environment Protection: B. Energy Management
Environment Protection: B. Energy Management

Environment Protection: C. Water Management
Environment Protection: C. Water Management
Environment Protection: C. Water Management

Page Description

34
108

74
160

108

149

37
37

37

37

34
34

85

85
85

87
87
87

no significant events

not revealed

There were no reported cases of corruption
during the year.

no events occurred

The MitraStar and Zyxel sites did not use
renewable energy, so the consumption was
not disclosed this year.

none
none

none
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Code

GRI 305 :

305-1
305-2
305-3
305-4
305-6

305-7

GRI 306 :

306-1

306-2
306-3

GRI 308 :

308-2

Social

GRI401 :

401-1

401-2

401-3

GRI402 :

402-1

GRI403 :

403-1
403-2
403-3
403-4
403-5
403-6

403-7

403-8

403-9
403-10

Disclosure

Emissions

Direct (Scope 1) GHG emissions

Energy indirect (Scope 2) GHG emissions

Other indirect (Scope 3) GHG emissions

GHG emissions intensity

Emissions of ozone-depleting substances (ODS)

Nitrogen oxides (NOx), sulfur oxides (SOx), and other

significant emissions

Waste (2020)

Waste generation and significant waste-related
impacts

Management of significant waste-related impacts
Waste generated

Supplier Environmental Assessment

Negative environmental impacts in the supply chain

and actions taken

Employment

New employee hires and employee turnover

Benefits provided to full-time employees that are
not provided to temporary or part-time employees

Parental leave

Labor/Management Relations

Minimum notice periods regarding operational
changes

Occupational Health and Safety

Occupational health and safety management system Occupational Safety & Health Friendly Workplace:
Hazard identification, risk assessment, and incident Occupational Safety & Health Friendly Workplace:

investigation
Occupational health services

Worker participation, consultation, and
communication on occupational health and safety

Worker training on occupational health and safety
Promotion of worker health

Prevention and mitigation of occupational health
and safety impacts directly linked by business
relationships

Workers covered by an occupational health and
safety management system

Work-related injuries
Work-related injuries

Major Issue

Climate strategy
Climate strategy
Climate strategy
Climate strategy
Climate strategy

Climate strategy

Chapter in the Report

Environment Protection:
Environment Protection:
Environment Protection:
Environment Protection:
Environment Protection:

Environment Protection:

Environment Protection:

Environment Protection:
Environment Protection:

A. Climate Change
A. Climate Change
A. Climate Change
A. Climate Change
F. Ecological Preservation

F. Ecological Preservation

D. Waste Management

D. Waste Management
D. Waste Management

Sustainable supplier

Talent attraction & retention Recruitment

Talent attraction & retention
Occupational Safety &
Health

Talent attraction & retention

Recruitment

Recruitment

Human Rights

Management Management

Occupational Safety & Health Friendly Workplace:
Occupational Safety & Health Friendly Workplace:

Occupational Safety & Health Friendly Workplace:
Occupational Safety & Health Friendly Workplace:
Occupational Safety & Health Friendly Workplace:

Occupational Safety & Health Friendly Workplace:

Occupational Safety & Health Friendly Workplace:
Occupational Safety & Health Friendly Workplace:

Friendly Workplace:
Friendly Workplace:

Friendly Workplace:

Friendly Workplace: A.
Friendly Workplace: A.

B.
A

oo OU OOoU

D.

Value Chain: B. Supplier Sustainability Management

Diversity and inclusion
Diversity and inclusion

Human Capital Development

. Diversity and inclusion

. Human Rights

. Workplace Health & Safety
. Workplace Health & Safety

. Workplace Health & Safety
. Workplace Health & Safety

. Workplace Health & Safety
. Workplace Health & Safety
. Workplace Health & Safety

Workplace Health & Safety

. Workplace Health & Safety
. Workplace Health & Safety

Page Description

74
74
74
74

91
91

89

89
89

57

108

108
132

108

123

132
132

132
132

132
132
132

132

132
132
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G ROUVP

Code  Disclosure
GRI404 : Training and Education

Major Issue

Talent cultivation &
development
Talent cultivation &
development
Talent cultivation &
development

404-1  Average hours of training per year per employee

Programs for upgrading employee skills and
404-2 e .

transition assistance programs

Programs for upgrading employee skills and
404-3 a7 .

transition assistance programs
GRI 405 : Diversity and Equal Opportunity
Corporate Governance
Talent cultivation &
development

405-1  Diversity of governance bodies and employees

GRI 406 : Non-discrimination

Incidents of discrimination and corrective actions ~ Human Rights
406-1

taken Management

GRI407 : Freedom of Association and Collective Bargaining

Operations and suppliers in which the right to
407-1  freedom of association and collective bargaining
may be at risk

GRI 408 : Child Labor

Human Rights
Management

Sustainable supplier
Human Rights
Management

Operations and suppliers at significant risk for

408-1  incidents of child labor

GRI 409 : Forced or Compulsory Labor

409-1 Operations and suppliers at significant risk for
incidents of forced or compulsory labor

GRI 410: Security Practices

410-1 Security personnel trained in human rights policies or
procedures

GRI 414 : Supplier Social Assessment

414-2 Negative social impacts in the supply chain and
actions taken

GRI 415: Public Policy
415-1  Political contributions
GRI 416 : Customer Health and Safety

416-2 Incidents of non-compliance concerning the health
and safety impacts of products and services

GRI 418 : Customer Privacy

Human Rights
Management

Sustainable supplier

Corporate Governance

Green Product

Information Security
Management
Customer Relations

Substantiated complaints concerning breaches of

Al customer privacy and losses of customer data

Chapter in the Report

Friendly Workplace: B. Human Capital Development
Friendly Workplace: B. Human Capital Development

Friendly Workplace: B. Human Capital Development

Corporate Governance: A. Governance Structure
Friendly Workplace: A. Diversity and inclusion
Recruitment

Friendly Workplace: C. Human Rights
Management

Friendly Workplace: C. Human Rights
Management

Value Chain: B. Supplier Sustainability Management
Friendly Workplace: C. Human Rights Management

Value Chain: B. Supplier Sustainability Management
Friendly Workplace: C. Human Rights Management

Occupational Safety & Health Friendly Workplace: D. Workplace Health & Safety

Value Chain: B. Supplier Sustainability Management

Corporate Governance: E. Information Security
Management
Value Chain: A. Customer Relations

Page Description

116
116

116
29

108

123

123

%3 no events occurred

%3 no events occurred

132

57 no events occurred

34 No political contributions
- no events occurred

gg no events occurred
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Electronic Manufacturing Services & Original Design Manufacturing (MitraStar Technology)

Accounting Metrics

Water Management

(1) Total water withdrawn, (2) total water
TC-ES140a.1 consumed, percentage of each in regions with
High or Extremely High Baseline Water Stress

Waste Management

; Amount of hazardous waste from manufacturing,
s Sl percentage recycled

Labor Practices

) (1) Number of work stoppages and (2) total
TC-ES310a.1 days idle

Labor Conditions

(1) Total recordable incident rate (TRIR) and (2)
TC-ES-320a.1 near miss frequency rate (NMFR) for (a) direct
employees and (b) contract employees

Percentage of (1) entity’ s facilities and (2) Tier
e 1 supplier facilities audited in the RBA
TC-ES-320a.2 Validated Audit Process (VAP) or equivalent, by
(a) all facilities and (b) high-risk facilities

(1) Non-conformance rate with the RBA
Validated Audit Process (VAP) or equivalent

TC-ES-320a.3 and (2) associated corrective action rate for (a) priority

non-conformances and (b) other non-conformances,
broken down for (i) the entity’ s facilities and (ii) the
entity’ s Tier 1 supplier facilities

Product Lifecycle Management

Weight of end-of-life products and e-waste

TC-ES-410a.1
recovered, percentage recycled

Materials Sourcing

Description of the management of risks associated

TC-ES440a.1 with the use of critical materials

TC-ES-000.A Number of manufacturing facilities

TC-ES-000.B
TC-ES-000.C

Area of manufacturing facilities
Number of employees

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Discussion
and Analysis

Quantitative

Quantitative
Quantitative

Human rights
management

Occupational
Safety &
Health

Sustainable
supplier

Sustainable
supplier

Green product

Sustainable
supplier

Environment
Protection: C. Water 87
Management

Environment
protection 89
D. Waste Management

Friendly Workplace: D.
Workplace Health &
Safety

132

Value Chain: B.
Supplier Sustainability 57
Management

Value Chain: B.
Supplier Sustainability 57
Management

Value Chain: B.
Supplier Sustainability 57
Management

About Zyxel Group 6

About Zyxel Group 6

According to the assessment of the Water Aqueduct developed by
the World Resources Institute (WRI), MitraStar is located in a low-
pressure area (<10%).

In 2022, Zyxel Group did not cause any shutdowns

Not applicable, MitraStar products belong to ODM, product
recycling is handled by customers, so it is no statistical data.

Because MitraStar is a ODM manufacturer, the materials used are
mainly based on customer requirements, and the substances that
will be used cannot be confirmed, so it is impossible to fully define
and manage our key substances.

There are two manufacturing sites, one is Hsinchu factory in
Taiwan and the other is Wuxi factory in China.

Hsinchu: 8,950 square meters, Wuxi: 37,196 square meters
2,510 employees
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Hardware Standard (Zyxel Communication, Zyxel Networks)

Topic/Code
Product Security

TC-HW-230a.1

Employee Diversity & Inclusion

TC-HW-330a.1

Product Lifecycle Management

TC-HW-410a.1

TC-HW-410a.2

TC-HW-410a.3

TC-HW-410a.4

Supply Chain Management

TC-HW-430a.1

TC-HW-430a.2

Materials Sourcing

TC-HW-440a.1

Activity Metrics
TC-HW-000.A
TC-HW-000.B

TC-HW-000.C

Accounting Metric

Description of approach to identifying and
addressing data security risks in products

Percentage of gender representation for (1)
management, (2) technical staff, and (3) all other
employees

Percentage of products by revenue that contain IEC

62474 declarable substances

Percentage of eligible products, by revenue, meeting

the requirements for EPEAT

registration or equivalent

Percentage of eligible products, by revenue,
meeting ENERGY STAR® criteria

Weight of end-of-life products and e-waste
recovered, percentage recycled

Percentage of Tier 1 supplier facilities audited in the
RBA Validated Audit Process (VAP) or equivalent, by

(a) all facilities and (b) high-risk facilities
Tier 1 suppliers’

(2) associated corrective action rate for (a) priority

non-conformances and (b) other non-conformances

Description of the management of risks associated

with the use of critical materials

Number of units produced by product category
Area of manufacturing facilities

Percentage of production from owned facilities

(1) non-conformance rate with the
RBA Validated Audit Process (VAP) or equivalent, and

Category Major Issue
aDrllzcussmn Information
Analysis Security
Talent
Quantitative attraction &
retention

Quantitative Green product

Quantitative Green product
Quantitative Green product

Quantitative Green product

Sustainable

Quantitative supplier

Sustainable

Quantitative supplier

Discussion
and
Analysis

Quantitative
Quantitative

Quantitative

Chapter

Corporate Governance: E.
Information Security

Friendly Workplace: A.
Diversity and Inclusion
Recruitment

Value Chain: B. Supplier
Sustainability Management

Value Chain: B. Supplier

Sustainability Management

Value Chain: B. Supplier
Sustainability Management

Page Summary

47

108

The regulations on the control of
environmentally hazardous substances are
regularly updated. This standard has covered
the list of declarable controlled substances

- listed in IEC 62474, but is limited by the fact that
some materials cannot be replaced by current
industrial technology or a trace number of
residues remains in it. product, so it will not be
disclosed for the time being.

Investigation will be carried out according to
customer requirements

Investigation will be carried out according to
customer requirements

Weight of end-of-life products and e-waste
- recovered: 4557.51 tonnes; Percentage recycled:
3.35%

In 2023, Zyxel Communications and Zyxel

57 Networks” suppliers imply RBA audit rate (a)
100% for all suppliers (b) 100% for high-risk
suppliers

In 2023, Zyxel Communications and Zyxel
57  Networks suppliers will achieve 100% pass rate
of RBA audit

Follow the analysis of the top ten key materials
issued by the competent authority in Taiwan,

57 conflict minerals are defined as the company's
key substances, and conflict mineral
management methods are formulated for risk
control.

- Business secrets not disclosed
- Two companies have no manufacturing facilities

The company is a brand owner and does not
operate its own factories.
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Appendix lll: TCFD Index

Governance 29
74
Corporate Governance Corporate Governance: A. Governance Structure 16
The board's oversight of climate-related risks and opportunities ) P p A 40
Climate Strategy Environment Protection: A. Climate Change 74
Sustainable Management: B. Sustainable
Management's role in assessing and managing climate-related risks and Corporate Governance Committee
opportunities Climate Strategy Corporate Governance: D. Risk Management
Environment Protection: A. Climate Change
Strate 40
=/ 74
The climate-related risks and opportunities the organization has identified over . Corporate Governance: D. Risk Management 40
. Climate Strategy . . .
the short, medium, and long term Environment Protection: A. Climate Change 74
The impact of climate related risks and opportunities on the organization's . Corporate Governance: D. Risk Management 40
. ) . . Climate Strategy . . .
businesses, strategy, and financial planning. Environment Protection: A. Climate Change 74
The resilience of the organization's strategy, taking into consideration different . Corporate Governance: D. Risk Management
. . Climate Strategy . . .
climate-related scenarios Environment Protection: A. Climate Change
40
Risk Management
2 74
o . . . . . . Corporate Governance: D. Risk Management 40
The organization's processes for identifying and assessing climate-related risks. Climate Strate . . .
g P fying 9 9y Environment Protection: A. Climate Change 74
The organization's processes for managing climate-related risks Climate Strate Corporate Governance: D. Risk Management 40
g P ging ' 9y Environment Protection: A. Climate Change 74
How processes for identifying, assessing, and managing climate-related risks are . Corporate Governance: D. Risk Management
. . oo . Climate Strategy . . .
integrated into the organization's overall risk management Environment Protection: A. Climate Change
Metrics and Targets 74
Metrics used by the organization to assess climate related risks and opportunities . . . . 74
o L i < . PP Climate Strategy Environment Protection: A. Climate Change
in line with its strategy and risk management process. 85
Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas (GHG) Climate Strategy Environment Protection: A. Climate Change 87
emissions, and the related risks. Energy Management Environment Protection: B. Energy Management
Targets used by the organization to manage climate-related risks and Climate Strate . . 29
9 u. . y rganizati . gecl f r I rategy Environment Protection: C. Water Management
opportunities and performance against targets. Energy Management 74



Appendix IV: Taiwan Stock Exchanie Sustainable Disclosure Index - Telecommunications Network Industri

. Total energy consumption: 98,409 GJ o .
Total energy consumption, percentage of purchased o Gigajoule (GJ), Plan to implement renewable
1 o Quantitative percentage of purchased power: 100% .
power and renewable energy utilization rate o Percentage (%) energy in 2025
Renewable energy utilization rate: 0

. o Total water withdrawn: 146,690 m3 .
2 Total water withdrawn and total water consumed Quantitative Cubic meters (m3)
total water consumed: 38,930 m3

Amount of hazardous waste from manufacturing, o 227.23 Tonnes Tonnes (t)
3 Quantitative
percentage recycled Percentage recycled: 80.08% Percentage (%)

Types of occupational injuries: Lost time injury (LTI) +

. . Occupational injury rate:
) L o Recordable occupational Number of occupational Percentage (%), ) o
4 Types, number and rates of occupational injuries Quantitative . Number of occupational injuries
injuries:: 14 Number
) . / Total number of employees
Rates of occupational injuries: 0.3%

. Product Lifecycle Management: Weight of end-of-life Quantitati Weight of end-of-life products and e-waste recovered: Percentage (%),
uantitative
products and e-waste recovered, percentage recycled 4557.51 tonnes ; Percentage recycled: 3.35% Number
: Product Lifecycle Management: Weight of end-of-life Qualitative Please refer to the sustainability report on P101, - licabl
ot applicable
products and e-waste recovered, percentage recycled description Sustainable Raw Materials o

Total monetary losses incurred due to legal

7 proceedings related to anti-competitive behavior Quantitative 0 NT$
regulations
) o ) Differs by product
8 Major product output by product category Quantitative Broadband equipment: 17,998,000

category



afan Independent
Assurance Statement

ZYXEL GROUP CORPORATION 2023 SUSTAINABILITY REPORT
AFNOR GROUP was stsblished in 1926, Wa are the Naticns] Standardization Body of

France, 2 pecmanent council massber in IS0 2nd cas of the lsading cartifcation bodiss ia the world.

This wurification work was camisd ou by AFNOR ASIA LTD.. a subsidisry of AFNOR GROUR,

All ths mambers of th varificatica tosm havs professional backgromnds mmd bave accopied A41000

AS, AFAQ 26000, ISO 9001, ISO 14001, IS0 14064, ISO 45001, EC 50001 md other

vestuimabiliry-reisred inmamational semdard rainings. ATl assiged verifirs havs besa approved as

0 load auditers or verifiers. AFNOR GROUP and ZVYXEL GROUP CORPORATION (harsinafier

rufeered fo 3 “Zymsl Grenp”) are indopendant cnsifios. AFNOR GROUP herchy proide: 3

semmary of ZYXEL GROUP CORPORATION': Swminsbility Report of 2003 (hersinafior

rafiarred to »: “the Repert ™) but was not imrohved in sy way i ifs preparation.

SCOFE

ZYNEL GROUP CORPORATION is responsible for reperting fairly on the scomemic,
anvironmanta] and social aspects of operating activities and performance of various operating sites
in Taiwm and overiea in sastainshility operts i accordance with the doclirod sustaimability
reporting andards.

AFNOR ASIA LTD. is respoasibls for:

L. Evalusting the accordance of the Report with the Typs | of AAI000 Assurance Standard (v3)
based on e AA100) Accommmbilicy Principles (2018) The miiskility vedfication of the
rvsaled smssainability performance information 2nd dat was not inchuded. The verification
scopss inchde smtimability ises. respome mechmism, perfmnc  information.
mamageemeat systeess of information, and tha procosses of mamsialify evaluation and siakeholder

2. In accordance with the GRI Smndards, we verifisd the smmmant opticns 2nd mawrial wpics
disclosad in the repert compiled by Zyxsl Gromp

3. In accordance with fas Task Forcs on Climato-relatad Fimmncial Disclosuras, wo verified the
content conspiled and disclowed by Zyxsl Grosp ia the rapart.

4 In accordancs with the Sustaumabilty Accousmtmg Standards Board Standard:, we verified the
contest conspiled and disclosed by Zyxsl Grosp in the raport.

REFERENCES
The scopo of tho asmrancs inchados am amcsment of the sewrce adequicy of specific
infemmadon wmd adbaraaca to tha i ing critoria ©

®  AX1000 Accounbility Principles (2015)
*  GRISmndmi

Appendix IV: Third Party Assurance Statement
GRI Standards & AA1000, SASB, TCFD Standard

afagQ

#  Tack Forcs o Climass-rolatod Financial Disclosuras
#  Sustaimahility Accounting Standards Board Standards

METHODOLOGY
#  The inclmsiviry. msteriality, responsivensss, and impact in the Report wera asazsed according
o the principl Frocess ageins: AA1000 A Stamdard (+3)

*  Therepert is reperted i accordance with the GRI Standards, and e contsat of fe report is
roviewsd for gmsral disclosures and specific topic disclosres that comply with the GRI
Standards

*  The mechamism of commumication 2nd rusponsa to the intorest of stkeholders was verifisd
through discussion and inferview with the managemant seam, howsver, the assssment feam

? direct contact with axtermal

*  The qualimtive and quastintive infarmation prodaced, collected, and disclosed by the Repost
was roviswod tirough a validated sampling plan.

#  The documents, maturials and informarion related to fhe report werw sxzmined and roviwed
by intarviewing the responsibls persoms of sach group of Zymal Gromp

*  Interviews with nembars of the organization rlatod to sustainsbls development sumagemant
and report aiting, incinding ives of all lovals and

* Al docements, dsta and infoemstion ralated to the preperasion of this report wers chacksd by
the verificarion teams thromgh imtervisws with reluvan: parsonnal.

*  Chack the sufficiency and complonness of supparting maturials and evidsnce for the contunt
of the ropert.

CONCLUSION

#  AA1000 Accountability Principles

Inclusivity

Zymal Group b identified smkoholicrs; and main;in: commmicafin chammols for
stakabaldsrs to participate in diffarse imporiznt tepics, wndarsands the important information that
stakabolders ar concerned about, 2nd selicin fedback fom all partiss regarding the company's
sustamble developmant Enviroaments], social and goversance information b bosa fairly
roparted and disclosed in the Teport and is safficient to sEppert approprise plmning and geal
satting.

afag

Materiality
Zyxal Grosp has published information o relevant sustaimsbla developmsent fsemas, allowing

stakeboldars to fadge the company's govemance and parformance; the report b demensirated the

plmnsd and implomested deciticz-mabing mechamin for majer topics, asd melest the

orgauization's pricrities for impacts 1nd responses to stakeboldars.

Respossivenes:

Zyxal Group bas dovalopsd and implamseated 2 stubsholder respense machimism frough
commumication channals, cheurty declares variows policies, Bomms and codes, atc., 224 can spond
prezupily to issmss of concara fo seaksboldars; tirongh the stekeboldsr discussion mechanism, has
dersloped and menitored varions mmagement policies and pecformance targets that meat the nseds
of suikeboldars and irself.

act

Zyxal Grosp bas adopted the monitoring and measremnt of risks and cppartunities for the
impact of its oparasioas ca e overall saviroamant; idsntified varions sisks aad cpparmzities T

formmulaty acsion plams. amd rospemsibly i and

i muninbls In the future, the organization can contines to provide

resourCes b support the idenrificari svaluation and of impaces, and v
icate 2nd dlity and sustainshle

# Clobal Reporting Initiative Sustainability Reperting Standards

Bussd cn the remlts of the review, we confirmed that the gemeral disclosurs and specific
disclossra contunt of the report and the mscastary managemant palicy disclosers of major tapics
havs complied with tha requisments of GRI Smndards. In the fus, the organization can coatizss
to comply with the mequirszssats of tha reparting standards, semmarize the manageesent conteat of
major topics and tho operational parfurmanca of sach sits, and provido sufficisart and comparative
repantiag comear.
# Task Force on Climate-related Financial Disclosures

Bussd on tae results of the review, Zyxel Gromp has disclosed the impact of climass chimge oo
tha comspazy’s epsrations, s wall as measuzes to dsal with risks and oppormaities. I the fururs,
tha organization can contizms to follow tha disclosurs mcommondstions and discloss the financial
impact information cawssd by the ormmization's sfectvs managemant of climat factors for the
rafarance and measurament of staksboldsrs.

afag

+* inability Accounting Board

Based on the results of the raview, Zyxs] Group has mads disclosures with rufsrance to the
sestaimble accounting indicators and activity indicators of the SASH standards. In the futers, the
crganization can continss to collect and repert according o disclosars standards and imsgrate it
nto tha organiration’s infermaric colloction, manitor smalysia procassar
ASSURANCE OPINION

AFNOR GROUP ba: dvelopad » complets rustainability reperting aswerance standand batad
ca the verification uidelines of e 441000 Asarance Standand (+3) and the GRI Standards
Baed oo tho safficiant ovidonce provided by Zywsl Group and the fact: sean duing -t
verification, wa adbers 1o the principls of faimess and isvms 3 statement on the giohal smstainsbility
roporting staadard: fallowod by the crganisation.

In cur cpinion, th information and data prosented in the Roport by Zyxsl Growp provides
fair and balamced roprosentation. We beliovs tho focuic: cn sconomic, social, and savircemental
mattors in Zyxal Grosp in 2003 ara woll reproseated.

In accardamce with the A41000 Asveranco Standard (i), we varified this asswrance svimont
comesponding to a modsrats Jevel. The ccps and methods are 2s described in this stateemant.
LIABILITY

This asserance seateensct is intanded for e mie of ZYNEL GROUP CORPORATION ooly.
AFNOR is 20t sespamsible for any cther mes. Ow responsibilicy is saly based on the scops and
methodalogy described, and fo provide stkebsldars an indepandant assurancy statement

For and ca behalf of AFNCR. -

A AA1000
g @ Licensed Report
Panick Ni
The Director for Cartificacion and Assesimant
Amg 372004

APIGOR ASRALTD—30F-3, K DI, Chag g B, Tuse, Trmae,
Tl 188 IO, P +RAS ) TIOAMSE, eeereral t co

000-84/V3-9EWCS
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