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The necessity of Implementing a g\ sz =

carbon fee system

Carbon pricing system

Carbon pricing is recognized globally as the most important
tool to address climate change. Currently, 75 countries
around the world have implemented carbon pricing.

Neighboring Asian countries including Singapore, Japan,
China, South Korea and Indonesia have all implemented
carbon pricing systems.

Ministry of Environment

After more than a year of discussions on achieving Taiwan'’s
greenhouse gas reduction goals, all sectors of society have
reached a consensus on prioritizing the implementation of
carbon fees.

. Carbon pricing syste*

. Quota trading market

I Implement both /’b J

f'

Source: World Bank, carbon pricing instruments around the world, 2024
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In order to achieve the national long-term greenhouse gas reduction
goals and the control goals of each phase, the central competent
authority will in stages levy carbon fees on the following emission
sources that emit greenhouse gases. 1. Direct emission sources; 2.
Indirect emission sources: levied based on the amount of indirect
emissions from electricity used.

The carbon fee collection rate in Paragraph 1 shall be reviewed by the
rate review committee established by the central competent authority,
shall be submitted to the central competent authority for approval and
announcement, and shall be reviewed regularly.

Key Explanations of the Carbon Fee Collection
System Sub-Laws

[ Three sub-laws of the carbon fee collection ]

Carbon fee levy targets who can effectively reduce greenhouse gas
emissions and achieve the goals designated by the central competent
authority due to greenhouse gas reduction measures such as switching
to low-carbon fuels, adopting negative emission technologies, improving
energy efficiency, using renewable energy or improving processes may
be eligible to propose autonomous reduction plans and apply to the
central competent authority for approval of preferential rates.
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Communication in society regarding the

. IR % P
carbon fee collection system

Ministry of Environment
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Carbon fees are officially implemented

and will be levied next vear

e Collection rate: Effective from January 1, 2025

e Payment time: Carbon fees will be levied starting from 2025. Business operators will declare
and pay the carbon fee in May 2026 based on their annual emissions.

[ ] L o ) ) Starting to
% Emissions are officially included in the pay carbon
g 0 calculation of carbon fee collection in A
T Y _ I
August 29 2025 "‘é' |
September . May . April May
: 2025 2026
A Announced the "Three Carbon fee rate Declared
Supporting Sub-Laws of announcement, effective emissions for
the Carbon Fee from January 1, 2025 2025

Collection System"



| 02 Key points of the three
sub-laws on carbon fees

i

e Carbon fee charging method
« Measures for the management of autonomous reduction plans
« Specified greenhouse gas reduction targets for carbon fee

collection targets
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. . Minist f Environment
Carbon fees are atool for reduction, not a financial tool

Volume reduction taken as the starting point and
transition and transformation needs considered

Proposal of
__autonomous reduction
plans that meet
specified goals

Enterprises

No proposal of
— autonomous
reduction plans

»

»

Enterpri ith . . : .
— higﬁgﬁgiw' Carbon fee = emissions X emission adjustment coefficient value
leakage risk X preferential rate

Review and certification

Phase 1: 0.2
based on industry-specific )
emission intensity and trade Phase 2: 0.4
intensity Phase 3: 0.6
- mg&r Irsﬂzsh Carbon fee = (emissions - 25,000 metric tons CO,e) X
carbon leakage preferential rate
risk

The carbon fee will only be levied on emissions over 25,000 metric
tons CO,e, and the general rate will apply.



Key points for regulating carbon fee g\ ===
charging methods

Subject to charges: Electricity, gas supply and manufacturing industries with annual greenhouse gas emissions exceeding
25,000 metric tons CO2e

Payment schedule: Starting from the year after the rate announcement takes effect, before the end of May each year,
the entire emissions of the previous year will be paid according to the announced rate.

(If the fee rate is announced to take effect on January 1, 2025, the carbon fee for the annual emissions of
2025 will be paid in May of 2026)

Carbon fee calculation: Carbon fee = Charged emissions x Collection rate

Transitional supporting mechanism: Charged emissions = (annual emissions — K value) x emission adjustment coefficient value

1. [Ifitis an industry with high carbon leakage risk (referring to international assessment methods, considering trade intensity
and emission intensity, and proposing autonomous reduction plans after review and approval). The initial emission
adjustment coefficient is 0.2; in the future, the second and third phases will be 0.4 and 0.6 respectively.

2. Non-high carbon leakage risk industries, the annual emissions are deducted from the carbon fee threshold K value
(25,000 metric tons, adjusted in phases in the future)
3. Use of reduction quota: For the domestic reduction quota, up to 10% of chargeable emissions can be deducted,;

Foreign reduction credits must be approved by the Ministry of Environment and can only be used
in non-high-carbon leakage industries, for deductions up to 5% of chargeable emissions.

Ministry of Environment

10



Autonomous reduction plans O\ 515 P
and deSIQnated tar‘g etS Ministry of Environment

» Those who can effectively reduce greenhouse gas emissions and meet the targets designated by the central competent authority may
propose autonomous reduction plans and apply to the central competent authority for approval of preferential rates.
» The target year of the specified target is 2030; two calculation methods are provided for enterprises to choose.

Select specific target Goal achievement results Applicable rates
]

In ry- ifi .
dustry-specific Preferential rate A

reduction rate Propose autonomous : :
: Achiev ignat als
(refer to SBT) reduction plans chieve designated go
» Switch to low-carbon « Target year specified
fuels goa|s
c A n \Y :
dqpt_ egative * Annual designated 4
emission technology
.l.l.l:lﬂ foals
* Improve energy v
Technical benchmark efficiency
designated reduction rate * Use renewable energy Preferential rate B

(set by Taiwan’s 2030 NDC) * Process improvement



Autonomous reduction plans and O\ B 5
d eS I g N ated targ etS (continued) Ministry of Environment

9 Measures for the Management of
Autonomous Reduction Plans

Carbon fee collection targets that can effectively reduce greenhouse gas emissions and achieve designated targets
via measures such as switching to low-carbon fuels, adopting negative emission technologies, improving energy
efficiency, using renewable energy, or improving processes may propose autonomous reduction plans for applying
approved preferential rates.

» Submit the implementation progress report of the previous year to the Ministry of Environment for review before April
30 of each year, and provide a deadline for improvement and abolition. After verification, the annual rate will be
changed to the general rate if the specified target is not reached.

9 Specified greenhouse gas reduction targets for
carbon fee collection targets

« Taking 2030 as the target year, two designated reduction rates are applicable to different preferential rates:

@ A-Industry-specific reduction rate: Taking 2021 as the base year, this target is set with reference to the
international science-based reduction target (SBT), and preferential rate A is applicable

@ B-Technical benchmark designated reduction rate: Taking 2018 to 2022 as the base period, the reduction
target is set by considering the emission patterns of each emission source, including fuel type, manufacturing
processes, electricity use, etc., and preferential rate B is applicable
12



' Specified reduction targets %\\ ’f"wip

Qs 22.3%

clinker manufacturing

Cement industry

Industry engaged in cement

O 42%

Other industries

Note 1: The target year is 2020
Note 2: The base year is 2021.

Appendix 1. Industry-specific reduction rates
&% 252

Steel industry

Limited to industries of continuous steelmaking and steel billet
production, electric arc furnace carbon steel billets, stainless
steel billet production and steel rolling.

Appendix 2. Designated reduction rates for technical benchmarks

Emission pattern

Reduction rate

suolssiwa ssadoud
SUOISSIW®S 19311Q

Appendix 3. Target annual fuel emission benchmarks for various industries

(gCO,e/Kcal)
Emissions per unit

. Co . [(Emissions per unit calorific value of fuel in the base year - Industry Definition o
Séﬁﬁtui?olisel:ﬁiss.sisc;[r?tls%r:f:(r:):as Target annual fuel emission benchmarks for each industry) + Cab(”f('fovalzf o{)fuel
Emissions per unit calorific value of fuel in the base year] Steol g-qelmca
x100% industry Engaged in steel smelting, rolling and extrusion industries 0.235
For emission sources established after 2005, the average Cement
Fluorine-containing gases removal rate of the entire plant in the target year is 95%. industry Industry engaged in cement clinker manufacturing 0.395
(HFCs, PFCs, SF6 and NF3) reor;c?\g:srifeno??#::r?tiS:E}Z::?ri‘r??hgi:geetz)?eogi;thf?/verage Refining Industries that use cracking, distillation and other technologies to
i i | 9970. separate crude oil into fuel gas, gasoline, light oil (naphtha),
Nitrous oxide The target annual plant-wide average removal rate is 50%. acr;]c:eﬁﬁ::rgl' kerosene, diesel and other petroleum derived products, or engage 0.360
Continuous casting of steel The target annual emissions reduction rate should reach 13%. industry | the manufacturing of chemical raw materials, plastic and
billets production processes synthetic rubber raw materials, and man-made fibers.
Cement clinker production The target annual emissions reduction rate should reach 7%. _Text|le Engaggd n the text|le. industry, SUCh. as spinning, weaving, dyeing 0.336
process industry | and finishing, and textile manufacturing, etc.
Other processes The target annual emissions reduction rate should reach 3%. Paper |Industries engaged in the manufacturing of pulp, paper, cardboard 0.349
Indirect emissions from the use of o . industry |and their products )
- The target annual emissions reduction rate should reach 6%. : ;
electricity Other industries 0.235

J

.

Note 1: Enterprises should calculate their annual greenhouse gas emissions in the target year based on the sum of the reduction rates of the emission types listed in Table 2, and include them in their
autonomous reduction plans to select reduction measures based on actual needs.
Note 2: The base year value is the arithmetic average of 2018 to 2022.

13



Things to note when enterprises apply for autonomous reduction plans

Enterprises

Competent
authority

May 31 Carbon fee trial
declaration (no payment)
Submit an application for a
voluntary reduction plan before
June 30

Handle the review and
approval of independent
reduction plans

§14 Recover the carbon fee '

rates and preferential rates

Submit an application for identification of industries
with high carbon leakage risk before January 31
April 30 Prerequisite autonomous reduction plan
Implementation progress report

Declare and pay the 2025 carbon fee before May

31

Check that the
annual designated
target has not been
reached in 2025,
§12 deadline for
improvement

‘ in 2025
Difference between general\/

Improvements completed, preferential rates
and emission adjustment coefficients continue

to apply

If improvements are not completed, the
autonomous reduction plan will be abolished
in accordance with §13, the emission
adjustment coefficient will cease to be eligible,
and the rate will return to the normal rate.

14
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Analysis of the emission structure of gy sz iz =
entities subject to carbon fee levies =~ @ Moz

« Carbon fee targets: Manufacturing and electric power industries that are subject to inspection as announced by the Ministry of
Environment and have annual emissions of more than 25,000 metric tons CO2e

» According to the results of 2022 inventory: 281 companies (500 factories) were charged, excluding the construction industry,
residential and commercial departments, and transportation departments.

o Emissions Proportion of ~ Cumulative
E?;:i?r'ﬁ:ntgig?e é\mgbﬁ;g; (10,000 tons cumulative number of Remarks-Main industries
P CO.e emissions enterprises
Below 25,000 tons 50 76.6 0.5% 50 Electronic components manufacturing industry (26), textile industry (9), electricity and gas supply industry (8)
Electronic component manufacturing (17), chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw
— 0,
25,000 tons~30,000 tons 55 149.7 1.5% 105 materials and man-made fiber manufacturing (10), textile industry (9)
Electronic component manufacturing (27), chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw
~. 0,
30,000 tons~40,000 tons 73 2516 3.1% 178 materials and man-made fiber manufacturing (10), textile industry (8)
40,000 tons~50,000 tons 55 246.4 4.6% 233 Electronic component manufacturing (28), textile industry (5), chemical raw materials, fertilizers, nitrogen compounds, plastic

and rubber raw materials and man-made fiber manufacturing (4), basic metal manufacturing (4)

Electronic component manufacturing (34), chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw
50,000 tons~75,000 tons 83 509.8 7.9% 316 materials and man-made fiber manufacturing (19), non-metallic mineral products manufacturing (5), metal products
manufacturing (5)

75,000 tons~100,000 Chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw materials and man-made fiber manufacturing

0,
tons 33 284.2 9.1% 349 (12), electronic components manufacturing (10), non-metallic mineral products manufacturing (4)
100,000 tons~500,000 150 3392.9 31 5% 499 Electronic component manufacturing (63), chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw
tons : 70 materials and man-made fiber manufacturing (43), basic metal manufacturing (16)
Electronic component manufacturing (7), chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw
~ 0,
50,000 tons~75,000 tons 28 1923.0 43.8% 527 materials and man-made fiber manufacturing (6), electricity and gas supply industry (5)
1 million tons~2 million 12 1735.8 55 0% 539 Chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw materials and man-made fiber manufacturing
tons ' ) (4), electronic components manufacturing (3), electricity and gas supply industry (3)
2 million tons~5 million 7 2208.5 69.1% 546 Chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw materials and man-made fiber manufacturing
tons : ) (4), non-metallic mineral products manufacturing (2), petroleum and coal products manufacturing (1)
More than 5 million tons 4 4814.8 100% 550 Basic metal manufacturing industry (2), chemical raw materials, fertilizers, nitrogen compounds, plastic and rubber raw

materials and man-made fiber manufacturing industry (1), petroleum and coal products manufacturing industry (1)

The national greenhouse gas emission inventory is calculated up to 2021. This 54% is calculated based on the CO, from fuel combustion announced by the Ministry of Economic Affairs in 2022. 16



Analysis of industries targeted for %\ IE 15 B
Carbon fee COIIeCtlon Ministry of Environment

Based on the 2022 inventory resolution that "Enterprises should inventory, register and inspect emission sources of greenhouse
gas emissions", it is estimated that approximately 281 companies (500 factories) will be subject to the charges.

The greenhouse gas emissions subject to the charges total approximately 155 million metric tons of carbon dioxide equivalent,
accounting for approximately 54% of the country's total emissions.

Greenhouse gas emissions of managed subjects in 2022

Direct greenhouse gas
E emissions

Indirect greenhouse gas emissions

33
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Analysis of the Estimated P\ EEE
Effectiveness of the Carbon Fee Systerm™ "~
for Reducing Emissions

Carbon fee levy targets must submit autonomous reduction plans that meet designated reduction
targets in accordance with the three sub-laws in order to be eligible for preferential rates.

If all carbon fee levy targets can propose
autonomous reduction plans, it is estimated that 37
million metric tons of CO,e can be reduced in 2030,

. . . NDC 14%The carbon
equivalent to approximately 14% of 2005 emissions. 2A+10p | feesystem

accounts for
The three sub-laws allow enterprises to clearly about 14%

understand that carbon emissions have a price and
how to reduce carbon emissions and carbon fee
burdens through autonomous reduction plans.

2005 2030

18
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Carbon fee rate review committee P\ BB T

Ministry of Environment

Basis of composition
Tasks of the Review Committee

777777777777777777777777777777777777777777777777777777777777777

1. According to Article 28, Paragraph 3 of the Climate Law, the carbon fee rate shall be
reviewed by the rate review committee established by the Ministry of Environment, and 4
shall be submitted to the Ministry of Environment for approval and announcement, and
reviewed regularly. Review of the setting and adjustment of carbon fee rates and preferential rates.

[
|
L1
2. The Ministry of Environment formulated and released the "Key Points for the . 2. Other matters related to the assessment, review, research and consultation of

Establishment of the Carbon Fee Rate Review Committee” on Dec 1, 2023, comprising | carbon fee rates.

19 to 23 members, and no less than 2/3 of the members should be from outside !

government agencies. AN ’

-

_______________________________________________________________

Important resolutions of previous review meetings

Y m m E E E E E m m E EE Em Em Em e R R R Em e e e e S Em Em Em S e e e R R R S e Em Em Gm Em R M M G e e e G e e em em Em Em Em e o = e = e = e e e e e E e mm e e mm e Em e e Em e e e mm e Em e e m e e e m e e e e e e e e e e e

March 15, 2024, the first rate review meeting

|
1. The minutes of resolutions are published for the public in order to satisfy the principles i
of information disclosure, openness and transparency. I

|

|

|

July 5, 2024, the Fourth Rate Review Meeting

1. Under each rate scenario (NT$100 to NT$1,000 per metric ton), the impact of
carbon fees on GDP and CPlI is not significant.

2. The next review meeting will report on the implementation of international carbon

N

X pricing and economic impact assessment methods. ) Rates should be adjusted in phases, and medium- and long-term (such as 2030)
Rinininininiinininieinteieinleielietelniniieiainielelnieieleielnieielieieleieieleielieielnieialnieieleinlnieialnielelnieie - target rates should be considered.
'/ March 26, 2024, the second rate review meeting \‘\ 3. The next review meeting will propose impact assessments of different rate scenarios
: | for individual industries subject to carbon fee collection.
e Starting from 2030, it is planned to increase the rates in phases to give industry a clear ! . /,
! price signal. LTSS oo oo ooooooooooooooooooo -
2. The next review meeting will report on the "Carbon Pricing Policy Cases of Japan, + -~~~ T T ~.
: South Korea and Singapore" and the "Carbon Fee-related Draft Sub-Law Planning and i ! Sept 9, 2024, the fifth rate review meeting \
| H n
‘\___S_“?E’?rf'[‘? l\A_e_a_s,EJr_e_s_. _____________________________________________ /! i 1. Itis initially recommended that the starting price of the general rate be set between
T T T T T T T e e e ————-——-—- - ~. NT$300 and NT$500 per metric ton, and it is recommended that the subsequent
" May 7, 2024, the third rate review meeting \ review can be carried out in a phased manner within a period of two years.

=

|
1. The next review meeting will present the reduction targets and impact assessments of |
different rate scenarios, including affected industries, overall economic impact and |
consumer price index impact, etc. : 3. The next review meeting will review the recommended range of general rates and
2. The meeting agenda, information on deliberations and meeting minutes are made ! preferential rates for the year of taxation, which will serve as the basis for the Ministry
public, and the minutes are disclosed anonymously with the key points of the members’ of Environment’'s subsequent legal work on rate announcements. /

\_ comments. e

\
|
|
| :
| |
1 |

|
. 2. The recommended long-term carbon fee rate (after 2030) can refer to the international !
: carbon price level and be set between NT$1,200 and NT$1,800 per metric ton. !
i |
| 1
\ 1



Conclusions of the fifth rate review g\ m:& =
m eetl n g : Ministry of Environment

General rates after 2030
The preliminary recommendation
of the review committee may be to
consider bringing the price of
NT$1,200 to NT$1,800 per metric
ton of CO.e in line with the
international carbon price level.

Rate level

General rates N,

General rates
Initial recommendations from the

review committee Preferential ratesB,
The starting price for general rates .
is set between NT$300 and Preferential ratesA,
NT$500 per metric ton CO.e. » Timeframe
2025 2027 2029
4[ Set threshold rates and recommend future rate levels ] >
Note: Preferential rate A is applicable to
; ) designated targets in the industry.
Rate increase plan: It is recommended that rates can be Preferential rate B is applicable to
increased in phases, one phase every two years. designated targets in technical

21



Conclusmns of the Sixth Rate Review N\ gz =

Ministry of Environment

-

/" Oct 7, 2024, the sixth rate review meeting .

’ \

, 1. Comprehensively consider the current status of Taiwan's greenhouse gas reduction, emission source types, greenhouse gas emission
types, and emission scales, as well as the current status of international carbon tax and fee systems and price levels, and the impact of
different carbon fee rates on Taiwan's overall economy, price levels, and considering the impact on each industry and other related
factors, most committee members reached a consensus and recommended that the carbon fee rate for 2025 be as follows:

» The general carbon fee rate is recommended to be NT$300/metric ton of carbon dioxide equivalent.

» If the carbon fee levy subjects implement the autonomous reduction plan approved by the central competent authority and comply

|

i with the provisions of “Annex 1, Industry-Specified Specified Reduction Rates" of the "Specified Greenhouse Gas Reduction

i Targets for Charging Subjects”, the applicable rates (preferential fees Rate A), it is recommended to set it at NT$50 /metric tons of

i carbon dioxide equivalent.

i » Carbon fee collection subjects implement autonomous reduction plans approved by the central competent authority, and comply

i with the provisions of “Annex 2, Technical Benchmark Designated Reduction Rates" of the "Designated Greenhouse Gas

i Reduction Targets for Collection Subjects" announcement, the applicable rates (preferential Rate B), it is recommended to set it at

i NT$100 /metric tons of carbon dioxide equivalent.

'\‘ 2. Regarding other rate suggestions put forward by some members at this meeting, this review will take them into consideration when
N reviewing the rates for 2025 and 2026 based on the application status of autonomous reduction plans and the reduction plan. ‘

D e e e e e e e e e e e o o o o o = = = = = e = = = e = = = = = = = = = = = = = = = = = i = = = - - ———

22
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Ministry of Environment

Comparison with carbon pricing mechanisms
In neighboring Asian countries

Emissions in 2021
(MtCOze)

Average fossil fuel tax (unit:
NT$/metric ton CO,e)

Changes in emission trends
after the implementation of
carbon pricing

Conversion of changes in
NDCs in 2030 compared to
2005

Carbon price level (unit:
NT$/metric ton CO,e)

The future approach to the
carbon pricing system

Emissions dropped by 16.6% from 2012 to
2021, with an average annual decrease of

Y gm
@ K2
1,168.1 638.9

962

Emissions dropped by 7.87% from

881

1.84% decrease of 1.31%
-44% (1) -14% (3)
64.7 Nominal carbon price in 2021:

439.1 (real carbon price: about 5.7)

Including review of emission
guotas and several other reform
directions

In the early days, GX Alliance members
participated in ETS voluntarily, and they
plan to move towards mandatory
regulations in the future.

Plan to impose surcharge on imported
fossil fuels (carbon surcharge)

» Emission data: taken from each country’s 2023 greenhouse gas emission inventory report (recording emissions in 2021)
» "Average fossil fuel taxes and fees" are calculated based on 2021 data from the OECD effective carbon price (ECR) database

2015 to 2021, with an average annual

-23% ~ -25% (2)

General rate: 300

Preferential rate A: 50, preferential rate B:
100

(Real carbon price: estimated to be

less than 100)

* Launched trial evaluation of carbon trading
mechanism in 2028

« After 2030, with reference to the
international carbon price level, it will be set
between NT$1,200 and NT$1,800 per
metric ton.

23



Review committee resolutions and

recommended rates (draft)

Carbon fee collection rate proposal

General rate: NT$300

Preferential rate B: NT$100

P\ IE 5 Ep

Ministry of Environment

Preferential rate A: NT$50

The fifth review meeting recommended that the
general rate be set between NT$300 and
NT$500 per metric ton CO.e.

Referring to the London School of Economics
and Political Science's "Taiwan Carbon Pricing
Options" research report, it is recommended to
set a starting tax rate of NT$300 per metric ton,
with a clear trajectory to gradually increase the
level of carbon fees.

The review committee recommended that the
carbon fee adopt a low-first-then-high model,
based on the principle of increasing it in phases.
It is recommended that the starting price of the
general rate be set at NT$300 per metric ton.
Subsequent adjustments can still be made
based on the autonomous reduction situation,
industrial competitiveness and international
standards. Carbon pricing levels are reviewed
annually.

Preferential rate B refers to the carbon tax starting
price range of Japan (approximately NT$64.7/metric
ton CO,e) and Singapore (NT$116.5/metric ton
CO.e).

In addition, the industry-level impact assessment is
also considered, and the principle is that the impact
on the industry's gross profit margin should not
exceed 10%.

According to the impact assessment results, when
the rate is NT$100, the impact on the gross profit
margin of the optoelectronics industry (32 factories)

and the steel industry (33 factories) has reached 10%.

The review committee recommended that the
preferential rate B be set at NT$100 per metric ton.

When considering the applicable preferential rate,
the "industry-specific reduction rate" that A must
comply with is based on the spirit of SBT.
Generally, industries need to achieve a 42%
reduction by 2030, which is a challenging target.
The gap between general rates and preferential
rates A should be widened as much as possible,
and industries should be encouraged to adopt the
specified targets in Annex 1.

Considering that the reduction rate of the
"industry-specific specified reduction rate" is
approximately twice that of the "technical
benchmark specified reduction rate", the
recommended preferential rate A is NT$50 per
metric ton (1/2 of the preferential rate B).

24



The impact on the economy and prices of the %\\ ﬁ%ﬁ;%‘it
carbon fees proposed by the review committee

« Asimulation showed that the imposition of carbon fees will not have a significant impact on the overall economy and prices.

« Under the rate scenario ranging from the general rate of NT$300 per metric ton CO.e to the Preferential Rate A of NT$50,
the impact on the gross domestic product (GDP) would be 0.009~ 0.12%, and the impact on the consumer price index (CPlI)
would be 0.006~ 0.08%.

» Itis estimated based on general rates that the impact on housing prices would be only 0.1~0.2%. The impact of carbon
fees on housing prices will be very limited.

_ _ Preferential rate B: Preferential rate A:
Hnit pereentage point General rate: NT$300 NT$100 NT$50

Impact on GDP 1 0.0181
Impact on CPI 10.0121
House price cost 10.112~0.262 1 0.009~0.022 10.005~0.011

impact

Note: The first phase of the carbon fee is not levied on the construction industry. Construction costs are mainly affected by the cost of upstream raw materials
that are levied. The assessment assumes that all costs are passed on and that construction costs account for 15% to 35% of housing prices. 25



hat amount of carbon fees will companies A
have to pay each year: trial calculation scenario

NT$100 per ton for autonomous
reduction plan (meeting technical
benchmarks)

NT$50 per ton for voluntary reduction
plan (meeting industry targets)

Emissions

Emissions : High carbon leakage
(NT$300 per ton) Non-high carbon adjustment for I(L\I:kr:a-hlegirrllgsg?rci)gs industries -
leakage industries high-carbon g Emissions
leakage industries adjustment

10 millon metic 59925 billion  997.5 million 200 million  498.75 million 100 million

tons CO.elyear

1 million metric tons s - A A A
292.5 million  97.5 million 20 million 48.75 million 10 million
CO.elyear
100,000 metric tons - - - - -
CO,elyear 22.5 million 7.5 million 2 million 3.75 million 1 million
50,000 metric tons - - - A
CO,elyear 7.5 million 2.5 million 1 million 1.25 million 500,000
Note: More than 5 million tons, 4 factories in total 100,000~50,000 tons. Total 183 factories
5 to 1 million tons, 19 factories in total 5 to 25,000 tons, 116 factories in total

100~100,000 tons, 178 factories in total
26
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* Ministry of Environment

Follow-up legal procedures

&\ o

Draft rates Draft advance Announcement
approved by the notice rates rate and
Ministry of effective date
Environment
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'Carbon fees will have no significant #N\:E:E= 5

Ministry of Environment

Impact on prices

The 4th Carbon Fee Rate Review Meeting on July 5, 2024 conducted a simulation assessment of the impact of different rates,
which showed that the impact of carbon fees on the overall economy and consumer price index is not significant and will not cause
inflation.

In response to recent media reports that some real estate-related businesses claimed that the imposition of carbon fees may cause
housing prices to rise, it has been estimated that the impact of carbon fees on construction costs will be less than 1%. The Ministry
of Environment has called for assessment of scientific evidence and rational discussion.

Climate Change Agency If the public hears relevant conflicting information, they can provide
Carbon Reduction Hotline the source of the information through the carbon reduction hotline
and e-mail set up by the Climate Change Administration, and we will

Q Dedicated telephone ling (4 forward it to the relevant units for investigation and handling.

. E-mail
e

28
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-----------------------------------------------------------------------------------------------
‘ L4
0

Ministry of Economic Affairs

| oo i
eg Counseling measures

----------------------
“

' Counselling resources for scaling Up g s s 25
efforts to reduce CarbOn emISSIOnS * Ministry of Environment

---------------------------------------------------------------------
"
*

i Ministry of Environment

Carbon fee levy targets

Measures @ Integrate with the carbon fee system

All enterprises

Measures @ Deep energy saving promotion plan

Measures @ Provide carbon reduction diagnostic
counseling

Measures @ Government subsidy resources

Measures ® Low-interest loans

Measures ® Carbon reduction tax incentives

. N4
------------------------------------------------------------------------------------------------

Execution
perspective

Reduction

i i perspective

Adaptation
perspective

Educational
perspective

Other

.
‘%
----------------------

*
*
---------------------------------------------------------------------

((@L‘—, Carbon fee revenue is ]
earmarked for special use

Emission source inspection, greenhouse gas
reduction implementation, platform account
management, carbon footprint management,
international affairs and just transition, etc.

Subsidy and reward greenhouse gas reduction
work and research and development

Coordination, research and promotion of climate
change adaptation

Climate change and greenhouse gas reduction
education and promotion

Other related climate change adaptation
research and greenhouse gas reduction



Carbon pricing will become a new

driving force for Taiwan’s green growth

& o Governments
% 0s proactively become

¢ Integrators and

09
B & B promoters of
climate net zero

Green
Growth Fund

Strive for the National Development
Council National Development Fund
to establish a "Green Growth Fund"
of NT$10 billion. The Ministry of
Environment will decide investment
targets based on the amount of
carbon reduction to promote
domestic net-zero related emerging
industries and accelerate carbon
reduction.

Green finance
drives green
investments such
as insurance and
venture capital

Industrial
restructuring &
International
sustainable
competitiveness

Green financial
innovation

Cooperate with the Financial
Supervisory Commission and the
Ministry of Economic Affairs to strive for
long-term investment of insurance and
financial industry funds in various
industries in Taiwan for comprehensive
power conservation, net-zero measures
and resource recycling industries so as
to accelerate Taiwan’s net-zero and
environmental sustainability.

o)\ 5753

Green
industry/employment
Green collar talents
Green jobs

Taiwan Net
Zero Fund

Combining domestic and foreign
carbon reduction needs, we will
cooperate with domestic high-carbon
emitters, venture capital investors,
financial institutions and energy
companies to obtain new international-
level carbon reduction technologies
and set substantial carbon reduction
targets to contribute to the acceleration
of carbon reduction globally and in
Taiwan.

Ministry of Environment
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Carbon Border Adjustment
Mechanism



Adjustment Mechanism

. obligations and regulations.
Union g g

International Carbon Border O\ 515 BP

Ministry of Environment

European There will be a transition period starting from October 2023, and importers will declare in accordance with the declaration

To be officially implemented in 2026, importers must make financial adjustments by purchasing CBAM certificates to

balance carbon costs.

EU CBAM voucher deduction rules

1)

2)

For products which receive free emission credits in the EU, CBAM
certificates will be adjusted accordingly.

For products whose carbon prices have already been paid in the country
of production (e.g. carbon taxes, carbon fees, ETS), they can receive
deductions by providing supporting documents.

The carbon fee paid for a product in Taiwan is confirmed to be the carbon |
price paid, and can be deducted. However, the calculation method of |
deduction adjustment in the European Union has not yet been !
announced. i

From 2025, the carbon emissions of the entities/products subject to
Taiwan’s carbon fee collection will be included in the calculation.

U.K. I Public consultation will begin in June this year, and it is expected to be launched in 2027.

120%
100% 100% 100% 97,504 gy,

100% @ =nenns 90%

80%
60% Free quotas will be launched and phased 51.5%
out in 2026, in conjunction with the
40% implementation of CBAM to reduce the risk
of carbon leakage.
20%
0%
0%
2013 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
L EE LT >

Transition adjustment: free quota CBAM+ transition adjustment phasing out starts

Changes in the proportion of free quotas for high carbon leakage risks in
EU ETS

33



' EU CBAM implementation practices O\ f%'lj%%

« Listed product categories

Cement Steel Aluminum Fertilizer Hydrogen Electricity

» The EU is Taiwan's fourth largest export market. According to 2022 customs export data, there are 179 CBAM-listed products exported
from Taiwan to the EU, mainly steel, aluminum and their products, such as steel materials and fasteners (screws and bolts).

« There will be a transition period starting from October 1, 2023, and declarations must be made in accordance with the obligations under the

CBAM transition period “declaration of implementation” regulations.

» If the declarer is an EU importer and fails to declare in accordance with the regulations, it will be fined 10 to 50 euros per ton.

» Information required for declaration and provided by the manufacturer to include: basic factory and product information, manufacturing
processes (for example, whether crude steel comes from electric arc furnaces or converters), product carbon content, carbon price paid,
etc. [“Process” refers to relevant processes used to produce products. For example, whether the crude steel comes from an electric arc

furnace or a converter; detailed manufacturing processes not necessary. |
» For complex products (such as screws), the quantity of raw materials used in the production process, the carbon content of the raw
materials and the carbon price paid must be included in the total calculation.

«  CBAM will be officially implemented on January 1, 2026. Importers must declare and pay before May 31 of each year the number of CBAM
vouchers corresponding to the carbon emissions associated with products imported in the previous year.

» The carbon content of the product must be verified by an inspection agency recognized by the EU.

» CBAM voucher deduction rules: (1) If the product receives free emission quotas in the EU ETS, the CBAM voucher will be adjusted
accordingly; (2) If the carbon price for the product has already been paid (e.g. carbon tax, carbon fee, ETS) in the country of production,

then a deduction can be made upon providing documentation. 34



EU CBAM adjustment calculation method

Number of vouchers Voucher price
0, Actual carbon @ Relevant product \1
emissions of facilities carbon emissions of Total tonnage EU ETS
producing imported mmm | EU ETS free quotas x of imported x weekly
products (actual tons of (tons of carbon products average price
carbon dioxide per ton dioxide produced per
l\hof product produced) ton of product) j

q
»
.

)\ 3258

Ministry of Environment

Obligations and
Adjustments

CBAM obligations

AN

Obligations paid in the
exporting country, based
on the equivalent carbon
price implemented in that
country

L Adjustment

« Detailed regulations on deductions need to be announced in mid-2025 such as "How to deduct carbon pricing paid

by third countries" and "Reconciliation of free allocation and CBAM system under EU ETS".

Source: 1. https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en
2. Carbon Border Adjustment Mechanism (CBAM) Questions and Answers
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' EU CBAM Implementation Timeline

The transition
period begins on
Oct 1, 2023

Submit the first report on
January 31, 2024
(exemption from inspection)

Quarterly declaration during
the transition period

End of transition

= T
AR
* Ministry of Environment

 The official period starts January 1,
2026.
* Amounts must be declared and
I inspected before May 31 every year.
» Starting from 2027, CBAM vouchers
corresponding to the carbon
emissions associated with products

imported in the previous year (2026)
must be paid.

period

Inventory inspection
and carbon fee
collection in Taiwan

Starting from January 1, 2025,
emissions from electricity and
gas supply industries and
manufacturing industries with
annual emissions of more than
25,000 metric tons will be
included in the carbon fee.

Complete the
2024 emissions
inventory on April
30, 2025
Annual declaration and inspection for
manufacturing and power industries with annual
emissions of more than 25,000 metric tons

Inspection Starting from 2026,
completed on carbon fees for
Oct 31

emissions in the
previous year
(2025) will be paid.

36
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’)ur strategies in response to EU CBAM A Vinisry of Environment

Strengthen carbon inventory
and inspection

Implement carbon pricing

Reduce carbon emissions

per product

The "Greenhouse Gas Emissions Inventory
Registration and Inspection Management
Regulations" and "Greenhouse Gas
Certification Agencies and Inspection Agencies
Management Regulations" have been revised in
accordance with the Climate Change Response
Act.

Power generation industry and manufacturing
industry entities with annual emissions of more
than 25,000 metric tons of CO,e should
undergo inventory checks and be inspected in
accordance with regulations.

The Ministry of Economic Affairs continues to
expand its guidance on carbon inventories for
small and medium-sized enterprises.

Capacity of inspection agencies to be increased.

"Carbon fees" are one of the deductible carbon
prices of the CBAM.

The Ministry of Environment imposes a carbon
fee on electricity, gas supply and
manufacturing industries with annual emissions
of more than 25,000 metric tons. Starting from
2025, emissions will be included in the
calculation of carbon fee collection and will be
paid in the following year (2026).

Combined with the carbon fee collection
mechanism, it is proposed to switch to low-
carbon fuels, adopt negative emission
technologies, improve energy efficiency, use
renewable energy or improve manufacturing
processes to accelerate reductions.

“The big leads the small" principle drives
supply chains to accelerate carbon reduction
through the 1+N carbon management model.
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' Promote the Taiwan version of CBAM £\ LB
response practices

« Of the 75 countries or regions around the world that have implemented carbon pricing, only the European Union has
implemented emissions trading before launching CBAM. It is still undergoing trial implementation and will not be
officially implemented until 2026.

« Taiwan’s carbon fee system will be implemented on January 1, 2025. The emission adjustment coefficient (0.2 for the
first period) will be used to adjust the emissions of subjects with high carbon leakage risks in order to maintain the
international competitiveness of Taiwan’s industry.

* Response strategies for the Taiwan version of CBAM:

1) With reference to EU practices, the plan will start with the declaration of the carbon emission intensity of high-
carbon leakage products.

2) This topic involves a wide range of aspects, and relevant supporting measures (including declaration methods,
subjects, relevant regulations and practices of various countries, etc.) are currently being evaluated and
discussed.
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O\ E 75

Conclusion

Carbon pricing systems have been implemented in 75 countries or regions around the world. Due
to differences in the challenges and experiences faced by each country in the adoption,
Implementation and design process of carbon pricing policy tools, the carbon pricing systems
implemented vary.

In order to integrate with the international carbon pricing system, Taiwan’s carbon fee is designed
with reference to the carbon pricing systems of the European Union, Japan, South Korea,
Singapore and other countries, taking into account the international competitiveness of industries
and considering assistance needed by industries to transition to low-carbon.

Taiwan’s carbon fee system is an economic inducement, not a financial tool. It is based on
reduction as the starting point and takes into account transition and transformation. After the
carbon fee system is launched, Taiwan will officially enter the era of carbon pricing. In the future,
public and private sector funds will be combined to become a new driving force for Taiwan's green
growth.
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Ministry of Environment

End of briefinc

Carbon fees are economic incentives, not financial tool

Volume reduction is taken as the starting point and
transition and transformation needs are considered.
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Environment Minister: Open green finance to drive investment
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General carbon fee level set at NT$300 per ton!
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Three carbon fee rates have been determined: the best preferential rate is NT$50 per metric ton
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Peng Chi-Ming: The most important thing is to implement the carbon fees steadily
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Taiwan'’s carbon fee causes green inflation:
Scholars assess it will have little impact on CPI
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The public is paying attention to the carbon fee issue. TSMC responds: It will not impact the company.
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Liberty Times Net

Carbon fee to be launched! The general rate is NT$300 per ton. The Ministry of Environment estimates revenue of NT$6 billion in the first year.
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