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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURE (TCFD)

GOVERNANCE

The Group’s governance structure oversees the identification, assessment, and management of climate-related risks and opportunities,
enabling stakeholders to understand how these matters receive appropriate oversight and attention at both Management and the
Board levels.

THE BOARD’S OVERSIGHT ON CLIMATE-RELATED RISKS AND OPPORTUNITIES

The Group recognises climate change and environmental sustainability as its corporate risk. The Management is responsible to
implement sustainability strategies and targets approved by the Board. The Board Risk and Investment Committee (BRIC) and the
Board are informed of the identification, assessment, and management of climate change and environmental sustainability risks on
a quarterly basis.

As the Group advances its sustainability agenda and further integrates climate-related risks and opportunities into its business
considerations, the BRIC and the Board play a critical role in providing effective sustainability and climate oversight to support
informed strategic and risk-based decision-making. This ensures that climate considerations are integrated into the strategic direction,
budget allocation, and business planning, supporting the Group’s long-term resilience and sustainability objectives.

BRIC Roles and Responsibilities

BRIC plays an important role in overseeing the Group's approach to risk management, including climate-related and environmental
sustainability risks. In the context of an ERM framework and emerging guidance from regulators, such as the government, and global
frameworks, such as the TCFD, BRIC is generally expected to provide strategic oversight, ensure integration into risk processes,
and monitor the effectiveness of climate risk governance. BRIC must provide oversight and accord sufficient priority in resources to
manage risks faced by the Group. BRIC roles and responsibilities are outlined as below:

Governance Area BRIC Roles & Responsibilities

Risk Management: i) Review and recommend the overall risk management strategies,
e Enterprise Risk Management (ERM) frameworks, and policies for the Board's approval;

e Corruption Risk Management (CRM) ii) Monitor and review the Risk Management Committee’s periodic reports

on key risk profiles and risk management activities; and
iii) Obtain assurance from Management that the risk management and
internal control systems are operating adequately and effectively.

Business Continuity Management i) Ensure the Group adopts a sound and effective BCM Policy in order to
(BCM) safeguard the Group's interests; and
ii) Ensure that the BCM Policy is periodically reviewed and updated to reflect
changes in the operating environment.
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Governance Area BRIC Roles & Responsibilities

Investments and Projects i) Review all investment and project business cases in accordance with
established thresholds in the approved Limits of Authority (LOA), including
but not limited to the following:

a) Evaluate the potential risks and mitigating action plans associated with
potential investment and/or divestments project;

b) Monitor and review the implementation and effectiveness of mitigating
action plans post-approval and highlight key risks to the Board;

c) Evaluate the potential risks associated with funding options and costs,
investment returns, and make recommendations to the Board for
approval of the investment or project;

d) Review investment or project proposals considered significant,
including but not limited to:

e New lines of business (e.g. businesses outside existing sectors,
expansion across industry value chains within the current sector,
and/or new sectors); or

e New territories and countries (e.g. expansion of existing businesses
into new markets or territories).

e) Review the financial investment portfolio of the Company. This includes,
but is not limited to, existing and new mergers and acquisitions, new
partnerships, divestments, corporate exercises, and large capital
expenditure projects;

f) Oversee current and future capital and financial resource requirements;

g) Conduct an annual performance evaluation of the Group’s investment
activities;

h) Monitor the fundraising activities of the Group;

i) Review the progress of due diligence and the implementation of
potential investments, divestments, and/or projects;

j) Review the Group's strategic plan developed by Management in its
effort to enhance shareholder value.

Other Responsibilities i) Monitor ongoing awareness programmes on ERM, CRM, and BCM; and
ii) Carry out any other function that may be delegated by the Board, which
would be beneficial to the Group.

In support of the Malaysian Renewable Energy Roadmap (MyRER) and the national aspiration to achieve Net Zero Carbon emissions
by 2050, the Group has aligned its sustainability targets with its business objectives through its Decarbonisation Programme and
energy efficiency initiatives under the Sustainability Roadmap (2016-2030). These initiatives promote responsible operations,
enhance resource efficiency, reduce greenhouse gas (GHG) emissions, and strengthen regulatory compliance.

The Group conducts annual GHG reviews to assess climate-related risks and track progress against its decarbonisation targets,
forming the foundation for future IFRS S2-aligned climate metrics and transition disclosures.

Climate considerations are integrated into financial planning through budget allocations towards renewable energy, energy efficiency,
adaptation measures, and evolving sustainability reporting requirements. These investments are intended to enhance operational
resilience, cost efficiency, regulatory compliance, and long-term value creation while mitigating climate-related risks.
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CLIMATE-RELATED RISKS AND OPPORTUNITIES

Based on the physical climate-related risks identified in FY2024, the Group continued to conduct climate risk assessments in 2025 by
evaluating the likelihood of these identified risks across all logistics and distribution sites in Malaysia and Indonesia.

Going forward in the year 2026, the Group will further identified climate-related risks and opportunities that may influence its
business, strategy, and financial planning across short, medium, and long-term horizons, in line with the TCFD recommendations.
The time horizons are defined as short term (<3 years), medium term (3-10 years), and long term (>10 years), based on impact
and benchmarking against industry standards in the local and international pharmaceutical sectors. These assessments focus on
identifying potential physical and transition risks, as well as opportunities arising across all time horizons.

To further enhance its climate resilience, the Group will engage external experts and consultants to undertake both qualitative
and quantitative climate scenario analyses to assess its climate resilience. This assessment will evaluate how climate-related risks
and opportunities may evolve under different climate scenarios and across various time horizons. The analysis will adopt a 1.5°C
pathway aligned with the Paris Agreement and will be conducted in accordance with IFRS S2 standards and requirements, thereby
strengthening the Group's climate-related risk and opportunity disclosures. The climate scenario analysis will consider impacts across
short, medium, and long-term time horizons. The following scenarios set by the Network for Greening the Financial System (NGFS)
will be used in the scenario analysis:

- Scenario Assumed Temperature Rise Climate Change Policies

Current Polici Over 3°C by 2100 Only policies currently in place will be retained.

Delayed Transition 1.8°C by 2050 CO, emissions will not decrease in the 2020s, and strong
policies will be introduced in the 2030s to limit warming to
2°C.

Net Zero 2050 Below 1.5°C Aim to limit global warming to 1.5°C and reduce global CO,

emissions to net zero around 2050 through strict emission
reduction policies and innovation starting in the 2020s.

Socioeconomic transition pathways, The Group intends Physical climate impact pathways,
drawing on International Energy to adopt climate based on Intergovernmental Panel on

Agency (IEA) and NGFS scenarios to scenarios classified Climate Change (IPCC) scenarios to
assess transition risks, and into two categories evaluate physical risks.
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These risk categories will be assessed under varying degrees of global climate action. The Group plans to apply climate scenarios
to evaluate how transition and physical risks may evolve under different pathways, generating forward-looking insights to support
strategic planning and risk management.

The assessment will support the identification of potential impacts on operating costs, budget expenditure, asset values, supply chain
resilience, and market positioning over time. The Group's climate-related risks and opportunities, as well as the time horizons, are
depicted in the table below:

O Short term: < 3 years 0 Medium term: 3 - 10 years O Long term: > 10 years

Time Horizon

Physical Risk

1) Acute is define as sudden
and extreme events such as:

Disruption of raw material supply

Direct impacts of cllmat’e . FIoods' Destruction of assets

change to the Group's e |andslides

sites and operations due * Heatwaves o -

55 ERITETTE WEENEr EvEmis e Storms Interruption in the distribution of
(acute), and long-term shifts e Cyclones products and services

in climate patterns (chronic). e Wildfires

2) Chronic is define as long-term
environmental changes such
as:
¢ Rising temperatures
e Sea-level rise
e \Water scarcity
e Changing rainfall patterns

Health and safety risks to employees

Increases in temperature leading to a
rise in energy consumption

Power and communication outages.

Increased operating costs
(cooling, water usage)

Gradual degradation of assets

Reduced workforce productivity

Site viability issues
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O Short term: < 3 years O Medium term: 3 — 10 years O Long term: > 10 years

Time Horizon

Transition Risk

Arise from the shift towards
a low-carbon and climate-
resilient economy.

1) Policy and Regulation
More stringent environmental
emissions can make it more
expensive for businesses to
sustain.

i.e: Carbon taxes, emissions
reporting requirements.

Stricter Regulations: Stricter laws and
regulations can increase compliance,
operating and capital expenditure.

Compliance Failure: Non-compliance can
lead to fines, lawsuits and shutdowns.

2) Market Shift
The Group must adapt
when consumers demand
green products, which could
increase costs.

i.e. Changes in customer
preferences.

Consumer Expectations: Consumers’
growing environmental consciousness
necessitates increased transparency
and sustainability, which presents a
substantial operational burden.

Market Competition: Market saturation
in the green sector can make it more
challenging to be noticed and compete.

3) Technology Advancement
New green technologies can
make current ones outdated,
leading to more technology
investments.

i.e. Obsolescence of carbon-
intensive assets.

Regulatory Pressures: Stricter laws and
regulations will require investments in
cleaner technologies and raise costs.

Technological Adaptation: Staying
updated with the latest eco-friendly
technology can be challenging and costly.

4) Reputation & Legal
Ignorance and failure to
comply with, the new
environmental rules may
tarnish the Group's image
and cause legal implications.

i.e: Climate relate litigation,
stakeholders pressure and
ESG scrutiny.

Reputational damage: Managing
public perception and trust is crucial
to identifying and monitoring risks that
could bring negative attention to the
Group.
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O Short term: < 3 years

Time Horizon

Pharmaceutical companies can improve
medicines and therapies to treat new
illnesses related to climate change.

Opportunities

Climate-related opportunities
are the potential positive
impacts related to climate
change on an organisation.

Innovation in Drug
Development

0 Medium term: 3 — 10 years

2) Market Expansion

Pharmaceutical companies can create
opportunities to expand their reach to
areas affected by climate-related health
issues.

3) Implementation of
Sustainability Initiatives

Sustainability offers the opportunity to
change for the better, helps the Group
to comply with new requirements, and
attracts new investors.

4) Enhancing Supply Chain
Resilience

This presents an opportunity for the
Group to invest in disasterresistant
infrastructure and diversified logistics.

5) Operational resilience
and efficiency through
climate adaptation

Strengthening warehouses, optimising
delivery routes, and integrating risk-
mitigation technologies demonstrate
the Group's dependability as a
pharmaceutical provider, particularly
during crises.

6) Sustainability Reporting
Requirement

Good, transparent reporting can enhance
the Group'’s reputation

7) Tax Incentives

Receive tax breaks through eco-friendly
purchasing.

8) Green Finance

Taking advantage of green financing can
help fund eco-friendly projects.

9) Carbon Markets

The Group can trade carbon to reduce
emissions or create new revenue
streams.

10) Green Investment Tax
Allowance (GITA)

GITA Asset: Provides green technology
purchase tax breaks.

GITA Project: Provides green technology
project tax breaks.

11) Community Engagement

Collaboration with the local communities
and NGOs can strengthen the Group's
reputation.

O Long term: > 10 years
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In 2025, Pharmaniaga has established a comprehensive BCM Standard Operating Procedure (SOP) that details out climate-related
risk categories and processes for climate risk assessments to be adopted across its operations in Malaysia and Indonesia. The
climate-related risk assessment was guided by our ERM Framework to ensure a structured and consistent approach to identifying,
analysing, evaluating, and mitigating potential risks to the business.

Climate change is managed as one of the Group’s corporate risks and is reported to the Board and the BRIC on a
quarterly basis. The reporting covers both physical and transition climate-related risks. In reviewing these reports, the
BRIC oversees the monitoring and mitigation of climate-related risks, including assessing movements in risk trends,
risk ratings, and target levels, with the objective of minimising potential adverse impacts on the Group for oversight and governance,
ensure effective climate resilience and robust risk management.

In line with our commitment to TCFD-aligned disclosures, the Risk Management team conducted a climate risk assessment for the
year 2025, encompassing all subsidiaries within our Malaysia and Indonesia operations. This assessment evaluated the likelihood of
potential climate-related hazards and their prospective impacts on Group operations, including operational, financial, and strategic
dimensions.

The Climate Risk Assessment (CRA) for 2025 was undertaken in alignment with the annual review of the Business Impact Analysis

(BIA) and the BCP. The CRA review exercise was completed for Malaysia's logistic and distribution and Indonesia Operations. The
assessment followed a structured process, covering:

Climate Risk Assessment Process

Conduct climate risk workshops

|dentify climate-related threats /
hazards at each site and distribution
centre

Evaluate the likelihood and severity
of impact if the threats / hazards
occur

Determine the suitable business
continuity strategy

Report preparation and sign-off
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From our evaluation, we observed minor variations in climate scenarios across our operations in Malaysia and Indonesia, primarily
stemming from their distinct geographic settings. The climate scenarios identified include the following:

MALAYSIA OPERATIONS INDONESIA OPERATIONS

1. Flood 6. Heatwaves
2. Earthquake 7. Thunderstorms /Typhoon
. 8. Sea-Level Rise / Coastal
3. Tsunami .
Erosion
4. Droughts
5. Soil Erosion / Sinkholes
MALAYSIA SITE Medium Risk
Northern Distribution Centre Flood

1.

Flood / Tsunami
Drought / Wildfire
Fallen Tree
Landslide / Sinkhole

Sea-level Rising

6. Heatwaves
7. Earthquake /Tremors
8. Strong Wind

9. Volcanic Eruptions

10. Thunderstorm /Typhoon /
Hurricane

Very High Risk

Wildfire

Bukit Raja Distribution Centre

Flood, heatwave

S$15 Distribution Centre

Flood, heatwave

S$23 Distribution Centre

Flood, heatwave

Sarawak Distribution Centre

Drought, soil erosion

Sabah Distribution Centre Typhoon Sea-level rise, soil erosion, flood
Medium Risk
PT MPI
Banda Aceh Flood, typhoon, earthquake
Pekan Baru Wildfire
Siantar Earthquake, flood
Bandung Earthquake
Medan Earthquake, flood
Jambi Flood Earthquake
Bandar Lampung Flood Earthquake
Jakarta 2 Flood
Jakarta 1 Flood
Malang Earthquake
Makassar Flood
Yogyakarta Earthquake, volcanic eruption
Jember Earthquake
Solo Earthquake
Palu Earthquake
Kediri Earthquake Volcanic eruption
Purwokerto \olcanic eruption
Manado Earthquake, flood
Purwakarta Earthquake
Palembang Drought
Samarinda Flood Wildfire
Pontianak Flood
Bekasi Flood Earthquake
Bogor Flood Earthquake
Mataram Flood Earthquake
Sidoarjo Flood, earthquake
PT Errita Strong wind
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As a result of climate change, Malaysia is experiencing an increasing frequency of extreme weather events, particularly floods. In
Indonesia, natural hazards such as earthquakes, floods, volcanic eruptions, and typhoons present significant risks. These events
posed threats to manufacturing facilities, transportation, warehouses, and distribution centres, potentially leading to structural
damage, supply chain disruptions, delivery delays, and higher operational costs.

Based on the climate risk assessment, the Group has identified six (6) key impact indicators, as outlined below:

Business  operations can  be
significantly impacted by the absence
of key personnel due to natural
disasters or the effects of extreme
weather events. For instance, there
might be arise in absenteeism caused
by health problems or injuries.

Employee

-

System

Business operations can be impacted
when critical systems infrastructure
is disrupted due to natural disasters
or the effects of extreme weather
events, and infrastructure damage
that could prolong operational
downtime.

- /

s =)

Work Area

Warehouse, manufacturing plants,
office premises, and research &
development (R&D) facilities may be
at risk due to natural disasters or the
effects of extreme weather events,
and infrastructure damage that could
prolong operational downtime.

- /

Natural disasters or the effects of
extreme weather events can cause
significant damage to facilities and
equipment, leading to long-term
disruptions.

Asset

Natural disasters or the effects of
extreme weather events can disrupt
the supply of raw materials and
delay production and distribution,
leading to supply chain bottlenecks.
Whereas, climate-induced migration
and resource scarcity can lead to
geopolitical tensions, affecting global
supply chains.

Raw Material

- 25

Distribution

Natural disasters or the effects of
extreme weather events can disrupt
transportation routes, leading to
the delays in distribution times,
inability to supply and higher fuel
consumption.

- /
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Based on the CRA, we have identified potential events and threats that may affect our business and operations. These threats could
have significant implications for the Group, including operational disruptions, financial losses, reputational damage, and the loss of

stakeholders’ trust, as outlined below:

/ OPERATIONAL DISRUPTION N

©)

Extreme weather events can disrupt day-to-day operations
by damaging infrastructure and production facilities.

Climate change can affect the availability of raw materials
and the efficiency of transportation networks.

These can halt production and cause significant downtime,
which can lead to delays and and the imposition of
penalties.

N J

T

Climate-related events can cause direct financial loss
by damaging assets and halting operations, thereby
increasing operational costs.

The Group may also experience increased insurance
premiums or find it harder to secure insurance if premises
classified as high climate risk areas.

Additionally, prolonged extreme heat would increase
energy costs to maintain the required temperature.

Investors may unwillingly to invest in companies exposed
to high climate risks, which could affect the Group's
ability to raise capital.

N J

T
xx

£

Companies that fail to address or mitigate their
environmental impact may be perceived as irresponsible
or negligent.

This can tarnish a brand's reputation, especially among
customers and financial institutions that prioritise
sustainability.

A company involved in environmental destruction or seen
as contributing to climate change can face backlash from
stakeholders.

\ )
PR o oo s S

If a company is unable to effectively manage climate risks
or causes environmencal harm, customers may lose trust
in the brand.

Investors are becoming more discerning about climate-

related risks and if a company fails or takes insufficient

action to mitigate them, investors might pull their funds
or choose not to invest.
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BCM ROLES

By integrating CRA into its BCM framework, the Group is better positioned to anticipate, prepare for, and respond to climate-related
disruptions, thereby safeguarding business continuity and supporting long-term sustainability.

For FY2025, the CRA review was completed across all six logistics and distribution centres in Malaysia and 38 operational sites in
Indonesia. In addition, other BCM initiatives undertaken during FY2025 included a comprehensive review of BCP documents and
the completion of BCP testing across all six logistics and distribution centres in Malaysia. Going forward, the Group will extend BCP
document development and BCP testing to its Indonesia operations.

BCM therefore plays a critical role in climate risk management by enhancing the Group’s preparedness and response capabilities in
addressing climate-related disruptions. Key roles of BCM include the following:

EMBEDDING BCM IN THE ORGANISATION'S CULTURE

RISK BCM involves identifying climate-related risks, including extreme weather

IDENTIFICATION
AND ANALYSIS

BUSINESS IMPACT
ANALYSIS (BIA)

BC ADAPTATION
STRATEGIES

CONTINUOUS
MONITORING
AND REVIEW

STAKEHOLDER
ENGAGEMENT

events, sea-level rise, earthquakes, and temperature fluctuations to better
understand organisational climate risk exposure.

BCM includes conducting a BIA to assess the potential impact of climate-
related disruptions on critical business functions. This analysis helps
prioritise resources and develop strategies to mitigate these impacts.

BCM encourages the development of climate adaptation strategies
including relocating facilities, investing in resilient infrastructure, and
diversifying supply chains, while supporting flexible work arrangements.

BCM entails continuous monitoring of climate risks and periodic reviews
of the BCM plan to ensure its ongoing effectiveness. This enables the
organisation to stay prepared for evolving conditions and emerging threats.

BCM promotes engagement with stakeholders. including employees
customers, suppliers, and regulators, to enable a coordinated response to
climate risks and strengthen overall organisational resilience.
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