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1. CORPORATE STRUCTURE

In the beginning of July 2023, the private equity firm Syntagma Capital announced that it had
completed the acquisition of the Erasteel group of companies (the “Group”) from Eramet. Erasteel
Kloster AB (hereinafter referred to as the “Company”, “we” or “our”) is a subsidiary in the Group. The
Group is a key player in the production of conventional and powder metallurgy High-Speed Steels
solutions, leveraging centuries of expertise in metalworking. The Company owns and manage the

production sites in Séderfors, Langshyttan and Vikmanshyttan in Sweden

1.1 About This Report

This sustainability report presents an overview of the Company's environmental, social, and
governance (ESG) performance during 2025. It describes our key sustainability focus areas,
developments, and challenges, and outlines how sustainability is integrated into our operations.

The report has been prepared in accordance with Chapter 6, Sections 12-14 of the Swedish Annual
Accounts Act (Arsredovisningslagen), as applicable under the version of the legislation in force prior
to 1 July 2024. It is based on the regulatory framework applicable during the 2025 financial year and
aims to ensure consistency, transparency, and comparability with previous sustainability reporting.

The scope of the report includes all operations at the Company’s production sites as well as the
Stockholm office. Data and information have been collected through internal monitoring systems,
operational follow-ups, and regulatory reporting processes to provide a fair and reliable representation
of our sustainability performance.

For further information regarding this report or the Company’s sustainability work, please contact
Sustainability Officer Ebba Lerneby at ebba.lerneby@erasteel.com.

1.2 Facilities and Operations

1.2.1 Soderfors

Soderfors has a long history as a centre of specialty steel production and remains a hub of
metallurgical expertise and innovation. Today, the site specializes in the production and processing of
high-speed steel through advanced atomization, compaction, heat treatment, and finishing
processes. As the Company'’s largest production facility, Séderfors manufactures loose metal powder,
compacted high-speed steels in the form of capsules, and material further processed into billets or
bars, serving industries such as aerospace, automotive, electronics, and general manufacturing.
Soderfors is also home to PEARL, the Group's global research, development, and quality centre,
responsible for product development, technical investigations, and continuous process improvement.

During 2025, a decision was taken to reopen the Electric Arc Furnace (EAF) in Séderfors, which had
been closed since 2013. Test activities were carried out during the autumn, with the first production
melt planned for early 2026. The reopening represents an important step in strengthening the
Company's production capabilities and improving integration between melting and subsequent
processing operations.

1.2.2 LAngshyttan

Langshyttans industrial history dates to the early 1900s and it continues to play a key role in the
Company's operations. The site specializes in hot rolling high-speed steels and special steels into wire
rods and strips, supplying customers primarily within aerospace, automotive, and electronics
industries.

In addition to production, Langshyttan functions as a logistics hub, coordinating shipments between
the Swedish sites and supporting an efficient internal supply chain.
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1.2.3 Vikmanshyttan

Vikmanshyttan is the Company’'s smallest production site and specializes in cold rolling high-speed
steel strips. The site delivers products with precise dimensional tolerances and surface quality for
demanding applications, including general manufacturing, automotive and aeronautical industries.

Towards the end of 2025, the Group's executive management decided to initiate the closure of the
Vikmanshyttan site due to sustained low production volumes and a strategic refocusing of business
activities. As a result, production will be gradually phased out, and all operations are expected to cease
during the first quarter of 2026. The Company is managing the process in close dialogue with
employees, trade unions, and relevant local stakeholders. Particular emphasis is placed on compliance
with labour legislation, transparent commmunication, and the implementation of appropriate support
measures for affected employees.

1.2.4 Stockholm

Established in autumn 2023, the Stockholm office supports both the Group’s and the Company's
business operations, including sales, legal affairs, and sustainability. The office serves as a central
coordination point and supports the integration of sustainability considerations into business
decision-making.
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2. BOARD AND LEADERSHIP STRUCTURE

2.1 Ownership and Governance

As stated above, the Company is a subsidiary of the Group, which is owned by the private equity firm
Syntagma Capital. The Company’s Board of Directors operates independently but follows the Group's
governance framework, ensuring alignment in strategic direction, corporate policies, and decision-
making processes across the organization.

The Board of Directors is responsible for the overall governance and strategic oversight of the
Company. The Managing Director, together with the management team, is responsible for the day-
to-day operations and for implementing the Company'’s strategy, objectives, and policies.

The Board consists of key governance roles that ensure both strategic leadership and operational
accountability, including:

e Chairman of the Board - Leads the board and oversees governance matters.

e Board of Directors — Provide strategic direction and decision-making support.

e Deputy Board Members - Step in when necessary to ensure continuity in governance.
e Managing Director — Leads the Company's operations and strategic execution.

Employee representatives appointed by the trade unions are included as both Board members and
deputy members. This structure ensures employee insight into the Company’'s business and
operations and enables employee participation in decision-making. In addition to formal Board
meetings, regular information and consultation meetings are held with the unions to support
continuous dialogue and transparency.

In February 2025, a new Group CEO was appointed, which led to organizational changes within the
Company. As part of these changes, the Company streamlined its site management structure. The
dedicated site manager position at the Langshyttan facility was discontinued, and a centralized site
management function was introduced. The Managing Director now also holds responsibility for site
operations across all production facilities within Erasteel Kloster and is represented on the Company's
Board.

In December 2025, a new Board member was appointed and subsequently elected Chair of the Board
in preparation for the current Chair stepping down. During the year, the Company also adopted a
formal instruction for the Managing Director and established a Board procedure, further
strengthening the Company'’s internal governance and decision-making framework.

2.2 Policy Framework

The Company applies the Group's overarching policy framework while ensuring that local operational
requirements are addressed through site-specific guidelines and procedures. During the transition
from the previous owner, the Company is progressively aligning with and implementing updated
Group policies.

During 2025, several key policies and procedures were introduced, including a health, safety, quality
and environment (HSQE) policy, a whistleblower policy, an IT policy, a GDPR procedure, and a formal
delegation of authority framework. In parallel, a new Group Code of Conduct was developed and is
scheduled for publication at the beginning of 2026. As a subsidiary of the Group, the Code of Conduct
will apply to the Company's operations and is expected to further strengthen the governance and
compliance framework.

At the Company level, safety management is adapted to local operational risks. The Séderfors,
Langshyttan, and Vikmanshyttan sites each maintain site-specific safety procedures that
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complement the Group’s policies and reflect the different production processes and risk profiles at
each facility.

Policy/Document Objective and description

HSQE Policy (Global) Establishes the Group’'s commitment to health and safety,
quality, and environmental protection. The policy aims to
provide a safe and healthy workplace, deliver high-quality
products and services, improve resource efficiency, and
minimize environmental impact while promoting a culture
of responsibility among employees and stakeholders.
Whistleblower Policy (Global) Provides a framework for reporting suspected misconduct
or behavior that conflicts with the Group's ethical principles,
including integrity, respect, legal compliance, and
prevention of corruption or anti-competitive practices. The
policy enables employees and stakeholders to report
concerns confidentially or anonymously and ensures that
all reports are investigated and addressed appropriately.
GDPR Procedure (Global) Establishes procedures to ensure compliance with the
General Data Protection Regulation (CDPR). The procedure
aims to protect personal data of employees, customers,
suppliers, and other stakeholders and defines
responsibilities and measures for handling personal data
within the Group's European entities

IT Policy (Global) Defines principles, security rules, and best practices for the
use of the Group's information systems. The policy aims to
ensure secure and responsible use of IT resources and
regulates the use of digital tools, including generative
artificial intelligence, to minimize risks related to data
protection, cybersecurity, and regulatory compliance.
Supplier Code of Conduct (Global) Defines the Group's expectations for suppliers regarding
ethical business conduct, environmental responsibility, and
social standards. The code supports responsible sourcing
and sustainable procurement practices across the supply
chain.

Equality Policy (Local) Promotes equal rights, opportunities, and treatment for all
employees. The policy aims to ensure that working
conditions, development opportunities, and career
progression are not influenced by gender, background, or
other personal characteristics.

Sexual Harassment and Harassment | Establishes a zero-tolerance approach to sexual harassment
Policy (Local) and abusive behaviour in the workplace. The policy aims to
ensure a safe and respectful working environment and
outlines how incidents should be reported and handled.
Salary Policy (Local) Provides principles for salary formation and compensation.
The policy aims to support organizational goals while
ensuring that the Company can recruit, motivate, develop,
and retain employees with the competencies required for
both short- and long-term operations.

2.3 Responsible Business Practices

As the Company operates in a changing industrial and regulatory environment, structured risk
management remains a central element of responsible business conduct. Under the direction of
Group executive management and local operational teams, the Company works systematically to
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identify, assess, and manage risks across its business activities, while recognizing that controlled risk-
taking is necessary to support innovation and long-term development.

During 2025, the Company continued to strengthen its risk management practices across
environmental, industrial, and supply chain areas. This included further development of safety
controls, continued focus on regulatory compliance, and increased integration of sustainability
considerations into industrial planning and investment decisions. By aligning its operations with
applicable legal requirements and recognized standards, the Company aims to manage
environmental and operational risks related to resource use, emissions, and regulatory compliance.
The approach supports responsible resource management, reduces environmental impact, and
ensures resilience in operations. Key stakeholders include employees, customers, suppliers, regulators,
and local communities. Environmental performance is monitored through indicators such as energy
use, emissions, waste generation, and compliance with permit conditions.
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3. SUSTAINABILITY APPROACH AND OUTLOOK

Sustainability is an integral part of the Company’s operations, with continuous efforts directed toward
improving environmental and social performance. The steel production is largely based on recycled
scrap, reducing the need for virgin raw materials and supporting circular resource use. Through
ongoing improvements in production processes and working methods, the Company aims to
contribute to more sustainable development within both the industry and the communities where it
operates.

The Company entered 2025 with the ambition of further developing its sustainability framework by
establishing clearer targets and long-term goals. During the year, economic challenges and
organizational changes required a shift in focus toward maintaining stable operations, ensuring
regulatory compliance, and supporting internal organizational development. As a result, the
advancement of formal sustainability targets has progressed more slowly than initially anticipated.
Despite these challenges, the Company’'s commitment to responsible business conduct remains
unchanged. Great importance is placed on minimizing environmental impact, operating responsibly
toward surrounding communities, and ensuring safe and stable working conditions for employees.
Compliance with evolving legislation, regulatory requirements, and industry standards continues to
be a fundamental priority and forms an essential foundation for future sustainability development.

The year has also been characterized by significant changes, including organizational restructuring
and workforce adjustments. These transitions have required careful consideration of both business
continuity and social responsibility. The Company recognizes that such changes affect employees and
local communities and remains committed to managing these transitions with respect, transparency,
and responsibility.

Looking ahead, the Company intends to continue strengthening its sustainability work in a structured
and gradual manner. This includes improving monitoring and follow-up processes, supporting
environmental and social initiatives where possible, and further developing sustainability practices in
line with regulatory expectations and stakeholder needs.

The Company'’s sustainability work is aligned with the United Nations Sustainable Development Goals,
with a focus on areas where its operations can have the greatest impact:

Goal 3 - Good Health and Well-Being: We prioritize safe and healthy workplaces and are committed
to strengthening occupational health and safety, with the long-term ambition of eliminating
workplace accidents.

Goal 12 - Responsible Consumption and Production: We strive to use resources more efficiently,
minimize waste, and increase circular material flows throughout our operations.

The Company aims to act as a responsible and reliable business partner. Sustainability priorities are
considered as part of overall business development, supporting long-term value creation for
stakeholders while contributing positively to society and the environment.

3.1 Environmental Sustainability

The Company places strong emphasis on environmental responsibility throughout its operations.
Recognizing the inherent environmental impact of steel production, we work systematically to reduce
risks, prevent pollution, and improve environmental performance at both company and site level.

The table below provide a structured overview of the Company's key environmental areas. They
summarize the main risk areas, activities undertaken during 2025, monitoring and follow-up practices,
and the Company’'s direction going forward. More detailed descriptions of each area, including
context, performance, and underlying processes, are provided in the sub-chapters.
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Environment

Key Risks

Activities in 2025

Monitoring

Climate and
Air Emissions

Greenhouse gas
emissions, air
pollutants,
compliance with
environmental
permits, changes in
emission profile
due to operational
restructuring

Monitoring of Scope 1
and Scope 2 emissions;
continued emissions
tracking; decision to
reopen Soderfors EAF
and close
Vikmanshyttan

and Follow-up
Emissions
monitoring
(Scope 1and 2),
air and water
sampling, annual
environmental
reporting

Emission
profile
expected to
change from
2026;
continued
evaluation of
emissions and
regulatory
implications

Energy High energy Continuous Internal follow- Energy audit
Efficiency consumption, monitoring, process up on energy planned for
reliance on residual | optimization, and use and 2026 to
electricity mix, operational performance identify
exposure to energy | adjustments; energy efficiency
costs and supply mapping completed measures and
risks support long-
term
transition
Resource Material Process optimization, Internal Continued
Management inefficiency, waste yield monitoring, scrap | production focus on
and Circularity | generation, reduction initiatives; metrics, circular
dependency on increased internal operational material flows,
externally sourced recirculation and buy- | reviews, improved
raw materials back arrangements; environmental efficiency, and
maintenance of control program | controlled
pickling line resource use
Compliance Non-compliance Maintenance of ISO Internal controls, | Continued
and with environmental | 14001, ISO 9001, and audits, focus on
Accountability | permits and EN 9100 certifications; | environmental regulatory
regulatory environmental reporting to compliance,
requirements, reporting; employee authorities, and governance,
operational and training training follow- and
reputational risks up alignment

with evolving
requirements

3.1.1 Climate and Air Emissions

The Company measures and follows up its climate impact through structured monitoring of
greenhouse gas emissions. This includes Scope 1 emissions from direct production activities and
Scope 2 emissions related to purchased energy. Emissions data are collected and reviewed to ensure
transparency and support informed decision-making. Although carbon dioxide emissions are closely
monitored, no major reduction initiatives were implemented during the year. Organizational changes
and prevailing economic conditions limited the pace of investments aimed at reducing dependence
on fossil fuel-based energy sources.

A detailed overview of Scope 1and Scope 2 emissions is presented in Appendix B.1. During 2025, Scope
1 emissions decreased compared to the previous year, primarily due to reduced use of heating oil at
the Langshyttan site. Scope 2 emissions increased compared to the previous year. The increase is
mainly attributable to higher overall production levels. Electricity consumption related to testing
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activities for the reopening of the EAF, was not included in the reported total energy consumption,
and its potential impact on Scope 2 emissions is being further evaluated.

The Company conducts structured monitoring of metal and dust emissions through regular
sampling, complemented by testing of air, water, and soil, to ensure compliance with environmental
permit conditions and to limit environmental impact. Sampling is performed on an ongoing basis,
with air emissions typically measured annually or every second year and water emissions monitored
monthly. The handling of chemical substances is carried out in accordance with REACH legislation
(Registration, Evaluation, Authorisation and Restriction of Chemicals), the European Union regulation
governing the safe use and management of chemical substances.

As mentioned above, a decision was taken during 2025 to reopen the EAF in Soderfors, with the first
melting operations planned to begin in early 2026. At the same time, the Vikmanshyttan site is being
closed, which will result in changes to the Company'’s emission profile from 2026 onwards. Although
the closure of Vikmanshyttan will reduce emissions, the site represents a relatively small share of the
Company's overall operations. The reintroduction of melting operations in Soderfors is therefore
expected to increase direct emissions at both the site level and for the Company as a whole. However,
from a Group perspective, the overall environmental footprint is expected to decrease, as relocating
melting operations closer to subsequent processing steps reduces long-distance transportation and
associated emissions. This restructuring is also expected to support a more integrated and efficient
production flow, strengthening supply chain coordination and contributing to improved long-term
sustainability performance at both the Company and Group levels.

3.1.2 Energy Efficiency and Renewable Energy

Energy consumption is a material aspect of the Company’s operations, both in terms of climate
impact and operational resilience. The Company's electricity consumption is currently based on the
Nordic residual mix, which reflects the remaining electricity attributes after guarantees of origin for
renewable electricity have been allocated. This mix includes both renewable and non-renewable
energy sources, meaning that the Company’s operations are not yet fully supplied by renewable
electricity.

During 2025, no major energy-related investments were implemented. Instead, efforts focused on
improving performance within existing operations through continuous monitoring, process
optimization, and operational adjustments aimed at reducing unnecessary energy use and improving
efficiency across production sites. An overarching energy mapping was completed during 2025 to
establish a baseline understanding of energy use and identify areas with improvement potential. A
comprehensive energy audit covering all operations is planned for 2026. The findings from this work
will support the identification of concrete efficiency measures, inform future investment decisions,
and contribute to the development of the Company's longer-term energy and climate transition
efforts.

3.1.3 Resource Management and Circular Economy

The Company'’s operations are founded on responsible material use and a strong reliance on circular
resource flows. Approximately 91 percent of raw materials used in production consist of recycled steel,
significantly reducing the need for virgin resources and supporting the continued circulation of
metals within the industrial system. All products are fully recyclable, enabling materials to be
recovered and reintroduced into new production cycles at the end of their service life.

During 2025, continued efforts were made to improve material efficiency across production. Activities
included process optimization, monitoring of material yields, and initiatives to reduce internal scrap
and improve raw material utilization. Performmance was followed up through internal production
metrics and regular operational reviews to track yield levels and material losses. In addition, the
Company introduced measures to strengthen circularity by increasing the recirculation of its own
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materials, including buy-back arrangements for internally generated and customer-related scrap.
These initiatives support a more closed-loop system, reduce dependency on externally sourced raw
materials, and contribute to supply resilience.

The Company generates both hazardous and non-hazardous waste as part of its production
processes. During 2025, the total volume of waste decreased compared to the previous year, primarily
due to changes in production levels and ongoing efficiency improvements. Waste is managed, sorted,
and treated in accordance with applicable legislation and the Company's environmental control
procedures. A detailed overview of waste volumes is presented in Appendix B.1.

Alongside material efficiency efforts, targeted maintenance activities were undertaken to support
environmental performance and operational control. Major maintenance work was carried out on the
pickling line during 2025 to enhance reliability, safety, and environmental safeguards. These
improvements support more controlled chemical use and continued compliance with environmental
permit requirements. Environmental performance related to the process is monitored through the
Company's environmental control program and reported in accordance with applicable
environmental reporting requirements.

3.1.4 Compliance and Accountability

The Company operates certified management systems across its production sites to ensure
structured and systematic control of environmental and quality performance. All sites are certified
according to ISO 14001 for environmental management and ISO 9001 for quality management. In
addition, the Langshyttan site is certified under EN 9100, reflecting the specific quality requirements
associated with aerospace customers.

The Company's facilities are located in smaller communities and in proximity to sensitive natural
environments and waterways. As a result, operations are subject to comprehensive environmental
permitting, which defines conditions for emissions, monitoring activities, and waste handling.
Resource efficiency is managed in accordance with the requirements of the Swedish Environmental
Code and is reported annually in the environmental report. Ensuring full regulatory compliance is a
core operational priority and is supported through formalized procedures, internal controls,
continuous measurement, and recurring internal and external audits.

Environmental performance and compliance status are followed up on an ongoing basis, both to
verify adherence to legal requirements and to identify potential improvements. Detailed
environmental reports are submitted annually to the County Administrative Board, providing
authorities with transparent documentation of operational impacts, control measures, and
development activities.

In addition to role-specific and professional development training, the Company ensures that
employees receive mandatory training required by law and regulation. This includes certification and
refresher courses for forklift and overhead crane operation, as well as training related to the safe
handling of chemicals and hazardous substances as part of role-based onboarding and job-specific
instruction. As mentioned above, the Company complies with the REACH regulation and ensures that
employees working with chemicals are provided with appropriate information and guidance on
correct handling procedures, risk awareness, protective measures, and emergency response. Safety
data sheets, risk assessments, and established handling routines are used as part of both onboarding
and continuous competence development to minimize risks to health, safety, and the environment.

3.2 Social Sustainability

The Company’s social sustainability efforts focus on creating a safe, inclusive, and responsible
workplace. This includes protecting employee health and safety, supporting equal opportunities,

11
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investing in competence development, and maintaining constructive relationships with local
communities and social partners.

The table below provide a structured overview of the Company’s key social areas. They summarize the

main risk areas, activities undertaken during 2025, monitoring and follow-up practices, and the

Company's direction going forward. More detailed descriptions of each area, including context,
performance, and underlying processes, are provided in the sub-chapters.

health affecting

of general and site-

system; tracking

Key Risks Activities in 2025 Monitoring
and Follow-up
Workforce Non-compliance Alignment with ILO Workforce data, Continued
and with labour Core Conventions; structured focus on fair
Employment | standards, unfair application of dialogue with labour
Practices working conditions, | collective bargaining unions, internal practices,
weak employee agreements; regular HR processes transparency,
relations dialogue with and stable
employee labour
representatives and relations
trade unions
Workplace Workplace injuries, | Strengthened risk Incident and risk | Target to
Safety accidents, and management reporting reduce LTls to
work-related ill processes; integration through MIA zero by 2026

and continued

sharing

employees and specific risk of LTls and safety | progress
operations assessments; safety performance toward long-
exercises and term zero-
emergency accident
preparedness vision
activities;
establishment of fire
safety organization
Training and Skills gaps, non- Role-based training Monitoring of Continued
Skills compliance with plans; mandatory training focus on
Development | regulatory training certifications (e.g. completion for competence
requirements, forklift, crane); mandatory assurance and
reduced onboarding and job- programs; maintaining
operational safety specific instruction; tracking of required
and quality internal knowledge- training hours qualifications

Diversity,
Inclusion and
Equal
Opportunities

Discrimination,
unequal treatment,
lack of inclusion,
non-compliance
with legal
requirements

Preventive measures to
promote equal
treatment; integration
into HR processes;
dialogue with
employee
representatives;
preparation for EU Pay
Transparency Directive

Follow-up
through
whistleblowing
system,
employee
handbook,
internal training,
and HR
processes

Continued
development
of inclusive
practices and
alignment
with
upcoming
regulatory
requirements

3.2.1 Workforce and Employment Practices

The Company's employment practices are aligned with the ILO Core Conventions and reflect a strong
commitment to fair labour standards and equal treatment across all operations. Employees are
engaged under permanent, full-time employment contracts with defined working hours, in
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accordance with applicable labour legislation and recognized labour standards. Compensation is
governed by applicable regulations and collective bargaining agreements and is reviewed regularly
to ensure fairness, transparency, and alignment with market and industry conditions.

Constructive cooperation with employee representatives is a cornerstone of the Company's
employment model. Trade unions, including IF Metall, play an active role in representing employees
in matters such as collective bargaining, occupational health and safety, and workplace development.
Structured and recurring dialogue between management and employee representatives, including
trade unions, takes place on a regular basis and provides a formal forum for discussing working
conditions, safety performance, organizational changes, and long-term workforce needs. A large share
of employees is covered by collective bargaining agreements, which support stable and transparent
labour relations and ensure that key employment conditions such as wages, working hours, and
general terms of employment are clearly defined.

Workforce data, including employee distribution by age, gender, contract type, and new hires, is
presented in Appendix B.2. During 2025, workforce composition, including gender distribution and
age structure, remained relatively stable compared to previous years, while the number of new hires
decreased in line with the economic situation and ongoing organizational changes.

3.2.2 Workplace Safety and Zero Accident Vision

Providing a safe and healthy working environment is a fundamental priority for the Company and
applies to all employees, regardless of role or workplace setting. While production activities involving
machinery and physical work entail elevated safety risks, office-based work also requires systematic
preventive measures to manage ergonomic, psychosocial, and other workplace-related hazards.
Workplace incidents may result in serious consequences, including injuries requiring medical
treatment, temporary absence from work, or adjustments to tasks and workloads. Such events can
affect both employee well-being and operational continuity. The Company therefore works proactively
to identify, manage, and reduce health and safety risks across all areas of the organization. Information
on occupational health and safety performance, including coverage of employees by health and safety
programs and reported work-related injuries, is presented in Appendix B.2. The Company maintains a
long-term ambition of achieving zero workplace accidents and works systematically to prevent
incidents that could lead to injury or ill health.

Health and safety performance is monitored through the MIA system, which is used to report
incidents, near-misses, and risk observations. The Company's focus during 2025 was to further
strengthen the risk management process by integrating both general and site-specific risk
assessments, ensuring that safety measures are adapted to local conditions and operational needs. In
terms of safety outcomes, the Company recorded one lost-time injury (LTI) in both 2024 and 2025,
indicating that performance remained unchanged year-on-year. While no improvement was achieved
during the reporting period, the Company has set an ambition to reduce the number of LTls to zero
in 2026 and to continue progressing toward its long-term zero-accident vision.

To support preventive safety work and strengthen emergency preparedness, practical safety exercises
were conducted throughout the year, including hazardous waste spill response and evacuation drills.
In addition, a new fire safety organization was established at the Soderfors site to enhance emergency
preparedness and ensure a more structured response to fire-related risks.

3.2.3 Training and Skills Development

The Company works to ensure that employees possess the skills and competencies required to
perform their duties safely and in compliance with regulatory and operational requirements.
Competence development is primarily managed through role-based training plans and ongoing
follow-up to ensure that employees maintain the qualifications required for their respective positions.
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Training activities are adapted to different roles and functions. For production employees, the focus is
on role-specific technical skills, safety awareness, and process knowledge to support safe operations
and consistent product quality. Office-based employees participate in relevant professional
development and internal knowledge-sharing activities where applicable. Certain training activities,
including certifications for forklift and overhead crane operation, are mandatory and monitored to
ensure completion. Information on training efforts, including average training hours per employee, is
presented in Appendix B.2.

The Company also ensures that employees receive mandatory training required by law and regulation.
This includes certification and refresher training for forklift and overhead crane operation, as well as
job-specific instruction related to the safe handling of chemicals and hazardous substances. In line
with REACH requirements, employees working with chemicals are provided with appropriate
information on correct handling procedures, risk awareness, protective measures, and emergency
response. Safety data sheets, risk assessments, and established handling routines form part of
onboarding and ongoing competence assurance to minimize risks to health, safety, and the
environment.

3.2.4 Diversity, Inclusion and Equal Opportunities

The Company aims to provide a workplace built on fairness, respect, and equal opportunities for all
employees. Equal treatment and inclusion are fundamental principles, regardless of gender, age,
ethnicity, or background. A diverse workforce is regarded as a strength that supports collaboration,
innovation, and sustainable long-term performance by incorporating different perspectives into daily
operations and decision-making.

The Company’s diversity and inclusion work is guided by applicable Swedish labour legislation on
equal rights and opportunities at work. Compliance is supported through preventive measures to
avoid discrimination, promote gender equality, and foster an inclusive organizational culture where
employees are treated consistently and given equal conditions to develop and contribute.

Responsibility for diversity and inclusion is embedded within the Company’s management and HR
processes. These matters are addressed through established policies, internal routines, and structured
dialogue with employee representatives. Monitoring and follow-up are supported through
mechanisms such as safety representatives, the Company's whistleblowing system, the employee
handbook and internal training. Any identified risks related to discrimination, unequal treatment, or
lack of inclusion are addressed through corrective actions, management follow-up, and, where
appropriate, cooperation with employee representatives.

The Company continuously reviews its practices to ensure ongoing compliance with legal
requirements and to identify opportunities for further improvement. As part of this work, preparations
are underway to assess and adapt relevant processes in line with the upcoming EU Pay Transparency
Directive, which is expected to apply from 2026.

3.3 Business Ethics and Governance

The Company's approach to business ethics and governance is based on responsible business
conduct, transparency, and compliance with applicable laws and regulations. This includes respecting
human rights, ensuring responsible sourcing practices, managing supplier-related risks, and
preventing corruption and unethical behaviour across all operations and business relationships. The
Company works systematically to integrate these principles into its governance framework and
procurement processes, recognizing that many of the most significant risks arise within the supply
chain.

The table below provides a structured overview of the Company’s key governance areas. It summarizes
the main risk areas, activities undertaken during 2025, monitoring and follow-up practices, and the
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Company's direction going forward. More detailed descriptions of each area, including context,

performance, and underlying processes, are provided in the sub-chapters.

Governance

Key Risks

ctivities in 2025

Monitoring

Outlook

Human
Rights

Human rights risks
in raw material
sourcing, including

Implementation of
responsible sourcing
principles;

and Follow-up
Supplier
communication,
contractual

Continued
development
of due

labour conditions requirement for requirements, diligence
and environmental | compliance with and ongoing processes and
impacts in Supplier Code of dialogue with alignment
upstream value Conduct; integration of | suppliers with
chains human rights regulatory
considerations into requirements
procurement for responsible
processes sourcing
Responsible Supplier-related Implementation of Structured Continued
Sourcing and | risks including supplier risk supplier strengthening
Supplier Risk environmental, assessment system; assessments of supplier
Management | social, financial, collection and review (including due diligence
and country- of supplier data; CMRT/EMRT), and risk
specific risks; establishment of Sourcing Board management
supply chain Sourcing Board,; evaluations, and processes
disruptions project-level and ongoing
annual category risk procurement
reviews reviews
Anti- Risk of bribery, Zero-tolerance Internal controls, | Continued
Corruption corruption, fraud, approach to segregation of focus on
and and unethical corruption; duties, ethical
Transparency | business conduct implementation of whistleblower business
whistleblower system; system, and conduct,
strengthening of financial control | transparency
internal controls and systems and effective
financial governance (EMS/SAP) internal
processes controls

3.3.1 Human Rights

The Company is committed to responsible sourcing and to respecting human rights throughout its
value chain. As a steel producer, the Company relies on access to raw materials and recognizes that
the extraction and processing of these materials can involve risks related to human rights, working

conditions, and environmental protection. While the majority of raw materials used in production
consist of recycled scrap, certain virgin materials remain necessary to meet technical and quality

requirements.

This awareness forms the basis of the Company’'s approach to human rights, environmental
responsibility, and ethical business conduct across all procurement activities. Suppliers therefore play
a critical role in upholding these principles. All business partners are required to comply with the
Group's Supplier Code of Conduct, which establishes expectations regarding labour rights, non-
discrimination, occupational health and safety, environmental responsibility, and responsible sourcing
practices. Compliance with these expectations is addressed through supplier communication,

contractual

procurement processes.
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To address specific risks related to mineral sourcing, the Company has established principles and
requirements within its responsible sourcing framework. These reflect the Company's commmitment
to responsible raw material sourcing and to preventing human rights abuses linked to mineral
extraction and trade. The framework supports transparency and due diligence related to minerals
originating from conflict-affected and high-risk areas and is aligned with applicable regulatory
requirements and recognized industry frameworks.

3.3.2 Responsible Sourcing and Supplier Risk Management

The Company works systematically to manage sustainability, compliance, and operational risks within
its supply chain. Supplier due diligence is integrated into procurement processes and aligned with
applicable regulatory requirements, including industry-standard reporting frameworks such as the
Conflict Minerals Reporting Template (CMRT) and the Extended Minerals Reporting Template (EMRT).
Responsibility for supplier-related technical and regulatory matters is shared between the Group's
technical director and the procurement function.

During the year, a system was implemented to strengthen the assessment of supplier-related risks in
purchasing. When a new supplier is registered, relevant information is collected and reviewed,
including indicators related to social, environmental, financial, and country-specific risks. This enables
early identification of potential vulnerabilities and supports informed supplier selection in line with
the Company’s sustainability and compliance expectations.

To further strengthen governance and decision-making, procurement has established a Sourcing
Board to review new sourcing activities of strategic or higher-risk relevance. The Sourcing Board
applies a structured 360-degree risk assessment for sourcing projects, evaluating potential suppliers
based on factors such as geographic location, ISO certifications, financial stability, performance
history, quality, lead times, and local or industry-specific risks. Based on the outcome of the
assessment, sourcing decisions may be adjusted, for example by selecting alternative suppliers where
risks related to quality, delivery, or compliance are identified.

In addition to project-level assessments, procurement conducts annual category-level risk reviews,
with particular focus on higher-risk areas such as raw materials and subcontracting. These reviews
support ongoing risk monitoring, supplier development, and continuous improvement of the
Company's responsible sourcing practices.

3.3.3 Anti-Corruption and Transparency

The Company applies a zero-tolerance approach to bribery, corruption, improper payments, and other
forms of financial crime. Business is conducted with integrity and in compliance with applicable anti-
corruption laws and regulations. Preventing and addressing corruption-related risks is a core part of
the Company's governance framework, supported by internal controls, defined procedures, and
regular follow-up. Relevant data and assessments related to anti-corruption are presented in
Appendix B.2.

Ethical business conduct is a fundamental principle of the Company's operations. All employees and
business partners are expected to act in accordance with the Company's ethical standards in all
business relationships and transactions. To strengthen transparency and enable the reporting of
suspected misconduct, a whistleblower system was introduced during 2025. The system allows for
confidential reporting of concerns related to unethical behaviour, violations of laws or internal policies,
and supports protection against retaliation.

Financial integrity is safeguarded through robust internal control mechanisms. Financial transactions
are subject to segregation of duties and approval controls designed to prevent fraud, misuse of funds,
and conflicts of interest. An Electronic Management System (EMS) integrated with SAP ensures that
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key financial processes, such as invoice registration, approval, and payment authorization, are handled
by separate individuals.
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4. APPENDICES

Appendix A: Calculation Method for Climate Emissions

A.1 Approach and Standards

The Company quantifies its greenhouse gas emissions based on the Greenhouse Gas Protocol.
Emissions reporting covers Scope 1 and Scope 2 and is based on the operational control approach,
whereby emissions from facilities that are owned and operated by the Company are included in the
inventory.

Scope 1 emissions comprise direct emissions from on-site fuel combustion, production-related
process emissions, and refrigerant leakage. Scope 2 emissions include indirect emissions associated
with purchased electricity used across all operations.

A.2 Emission Calculation Methodology

The Company calculates greenhouse gas emissions using an activity-based methodology, where
measured operational data are combined with established emission factors. The calculations are
performed in line with Article 24 of the European Commission’'s Implementing Regulation (EU)
2018/2066, ensuring consistency with applicable European regulatory frameworks.

Emissions are calculated using the following general principle:
CO, emissions = activity data x emission factor

Activity data are based on measured consumption of fuels, materials, and energy used in operations,
including diesel, gas, graphite electrodes, and purchased electricity. Emission factors are sourced from
recognized and official references, such as the Swedish Environmental Protection Agency
(Naturvardsverket) and publications issued by the European Commission.

For Scope 2 emissions, a location-based approach is applied. Electricity-related emissions are
calculated using an emission factor reflecting the Swedish electricity mix, as reported in IVL Report
C619 (May 2021). This approach provides a consistent and transparent basis for assessing indirect
emissions associated with electricity consumption.

A.3 Scope 1: Direct Emissions Calculation

Scope 1 emissions include direct greenhouse gas emissions generated from the Company’'s own
operations at the production facilities in Séderfors, Langshyttan, and Vikmanshyttan. These emissions
arise from on-site fuel combustion, the use of process-related materials, and refrigerants contained in
equipment and systems.

A.3.1 Fuel-Based Emissions

Emissions from fuel combustion are calculated based on fuel consumption data obtained from
supplier invoices. Fuel types include, among others, heating oil, liquefied petroleum gas (LPG), and
diesel. No adjustments are made for inventory changes, as all purchased fuel is assumed to be
consumed within the reporting year. Fuel-related emissions are calculated using the following general
formula:

Emissions = activity data x emission factor x calorific value

Activity data reflect the volume or mass of fuel purchased, while emission factors and calorific values
are based on official data published by the Swedish Environmental Protection Agency
(Naturvardsverket). The applied emission factors and energy content values are summarized below.
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Fuel Type Emission Factor (tCO,/TJ) Calorific Value (GJ/unit)

Heating Oil (Eol) 74.26 35.82 GI/m?3
Liquefied Petroleum Gas (LPG) | 65.1 46.05 Gl/ton
Diesel 72.2 35.28 GJ/m?3

A.3.2 Process-Based Emissions

Process-related emissions arise from materials used in production where carbon is released as part of
the metallurgical process rather than through fuel combustion. These emissions are calculated based
on activity data for relevant process inputs and appropriate emission factors.

Activity data are derived from measured consumption of process-related materials used at the
Company's production sites. Emissions are calculated using the following principle:

Emissions = activity data x emission factor

Emission factors are based on officially recognized sources, including data published by the Swedish
Environmental Protection Agency (Naturvardsverket), and are applied consistently across all relevant
operations. This methodology ensures transparent and comparable reporting of process-related
Scope 1 emissions.

A.3.3 Refrigerant Emissions

Emissions from refrigerants originate from cooling and refrigeration systems at the Séderfors and
Langshyttan sites. These systems are inspected and monitored annually by an external, certified
service provider. Data on installed, refilled, and disposed refrigerant quantities are collected as part of
this process.

Refrigerant emissions are calculated based on the difference between refilled and recovered
quantities, reflecting estimated leakage during the reporting year. Emissions are calculated using the
following formuila:

Emissions = activity data x global warming potential (GWP) factor

GWP values are based on the IPCC Fourth Assessment Report (AR4) and applicable Swedish F-gas
regulations. The refrigerants currently in use and their respective GWP values are presented below.

GWP (kg CO./kg)

R404A 3,922
R407C 2,107

R410A 2,088
R417A 2,346

A.4 Scope 2: Indirect Emissions from Purchased Electricity

Scope 2 emissions cover indirect greenhouse gas emissions associated with the generation of
purchased electricity consumed at the Company's production sites in Séderfors, Langshyttan, and
Vikmanshyttan.

A location-based calculation method is applied, whereby emissions are calculated using an emission
factor that reflects the average Swedish electricity mix. The emission factor is sourced from IVL Report
C619 (May 2021, Table 4), ensuring alignment with recognized national reference data.

Emissions are calculated using the following principle:

Emissions = electricity consumption x emission factor
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The applied emission factor for purchased electricity is 0.0718 kg CO; per kWh. As the Company does
not currently purchase electricity with guarantees of origin, the applied factor represents average grid
emissions rather than supplier-specific or market-based values.

This approach provides a consistent and transparent basis for assessing indirect emissions related to
electricity use.

A.5 Summary of Emission Sources

The table below provides an overview of the main emission sources included in the Company’s Scope
1 and Scope 2 greenhouse gas inventory. This classification ensures a complete and transparent
overview of emission sources within the Company’s operational boundaries.

Scope 1 emissions include:

Diesel used for internal transport

Liquefied petroleum gas (LPG) used in production processes at Séderfors

Heating oil used for space heating at Langshyttan

Graphite electrodes and injection coal used in metallurgical processes at Séderfors
Refrigerant emissions from cooling systems at Séderfors and Langshyttan

Scope 2 emissions include:

Purchased electricity consumed at the Séderfors, Langshyttan, and Vikmanshyttan sites
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Appendix B: Data

Tables

The data presented for the Company reflects the figures recorded as of December 31 for the years
2025, 2024, and 2023. In the social and governance tables, quantities (Qty) are expressed in numeric
values, where each employee is counted as one individual.

B.1 Environment

—
=

Direct Emissions (Scope 1

material

Unit 2025 2024 2023 GRI
Langshyttan Kg CO2 510 918 853 918 913 356 305-1
Vikmanshyttan Kg CO2 0 1060 0 305-1
Soderfors Kg CO2 805 958 660 436 1030 027 305-1
Total Scope 1 Kg CO2 1316 876 1515 414 1943 384 305-1
Emissions

Unit 2025 2024 2023 GRI
Langshyttan Kg CO2 1283798 1123 577 1431692 305-2
Vikmanshyttan Kg CO2 263 281 299120 242 612 305-2
Soderfors Kg CO2 2 802 250 2 450103 3062 055 305-2
Total Scope 2 Kg CO2 4 349 329 3872 799 4 736 359 305-2
Emissions

Unit 2025 2024 2023 GRI
Electricity Mwh 60 576 53938 69 974 302-1
Liquefied Mwh 2042 1580 2602 302-1
Petroleum Gas
Diesel Mwh 567 569 804 302-1
Heating Oil MWh 1840 3151 3352 302-1
Total 65025 59 238 76 732 302-1

Unit 2025 2024 2023 GRI
Hazardous Waste | Metric tons 539 632.1 610.8 306-3
Non-Hazardous Metric tons 305.3 994.7 3751 306-3
waste
Total waste Metric tons 8443 1626.8 306-3
Share of Circulated Material in Kloster's Processes

Unit 2025 2024 2023 GRI
Share of recycled | % 911 92.9 90.9 -
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B.2 Social & Governance

Number of
employees

Unit | Female | Male | Other | Female | Male | Other | Female | Male | Other | 2-7
Under 30 Qty |5 17 0 5 39 0 5 43 0 2-7
30-50 years Qty | 27 92 0 38 18 0 38 n8 0 2-7
Above 50 Qty | 17 120 0 19 131 0 21 147 0 2-7
Total Qty | 49 229 0 62 279 0 64 308 (0] 2-7
Number
Diversity by | % 18 82 0 18 82 0 17 83 0 2-7
Gender

Employees

2025
by contract
Permanent Qty | 49 226 0 60 276 | O 60 300 | O 2-7
Employment
Temporary Qty | O 3 0 4 8 0 1 9 0] 2-7
Employment
Full-time Qty | 49 227 0 64 303 0] 59 320 0 2-7
employee
Part-time Qty | O 2 0 0 5 0 0 9 0 2-7
employee

‘Newly hires ‘ ‘ ‘

Under 30 Qty | O 1 0 7 0 4 ]
30-50 years Qty | O 5 0 10 0] 0
Above 50 Qty |1 2 0 1 5 0 2 0
Total Qty |1 8 0 14 22 0 10 13 ¢}
number

Highest

Governance

Body

Qty | O 0 0 0 0 0 0 0 0 2-9,

405-1

30-50years | Qty | O 3 0 0 3 0 0 1 0 2-9,
405-1

Above 50 Qty |1 3 0 1 3 0 2 2 0 2-9,
405-1

Total Qty |1 6 0 1 6 0 2 3 0 2-9,

number 405-1

Diversity By | % 14 86 0 14 85 0 40 60 0 2-9,

Gender 405-1
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Workers covered by an occupational Unit | 2025 2024 2023
health and safety management system

Total number Qty 278 403-8

Percentage covered by a health and safety | % 100 100 100

program 403-8

Work related fatalities Qty | O 0 0 403-9

High-Impact Work-Related Injuries Qty | O 0 o] 403-9

Total number of work-related injuries

among employees Qty |1 1 4 403-9
403-10

Number of hours worked Hrs | 440026 | 427110 553078

Cases of Discrimination ‘

Discrimination Complaints Reported Qty | 0 0 0 406-1

Confirmed (Substantiated) Discrimination

Cases Qty |0 0 0 406-1

Discrimination Cases Resulting in

Disciplinary Action Qty |0 0 0 406-1
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@ Grant Thornton

Revisorns yttrande avseende den lagstadgade
hallbarhetsrapporten

Till bolagsstimman i Erasteel Kloster AB, org.nr 556057-1811
Uppdrag och ansvarsfordelning

Det ir styrelsen som har ansvaret f6r hallbarhetsrapporten for ar 2025 och for att den dr upprittad i
enlighet med 4rsredovisningslagen i enlighet med den dldre lydelsen som gillde f6re den 1 juli 2024.

Granskningens inriktning och omfattning

Vir granskning har skett enligt FARs rekommendation RevR 12 Revisorns yttrande om den lagstadgade
hallbarbetsrapporten. Detta innebdr att var granskning av hallbarhetsrapporten har en annan inriktning
och en visentligt mindre omfattning jimfort med den inriktning och omfattning som en revision
enligt International Standards on Auditing och god revisionssed i Sverige har. Vi anser att denna
granskning ger oss tillricklig grund £6r vért uttalande.

Uttalande

En hallbarhetsrapport har upprittats.

Uppsala den dag som framgar av vér digitala underskrift

Grant Thornton Sweden AB

Stéphanie Ljungberg
Auktoriserad revisor
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