g 0B ennl B8
gaiel mlﬁziuuummne:s:;-.an

..b-n:.ﬂl; s

1

H i
I 'I‘A-‘-

= O

i




ASML ANNUAL REPORT 2023 STRATEGIC REPORT CORPORATE GOVERNANCE

We are over 42,400 individuals — thinkers, innovators, problem
solvers planners, movers and makers.

As a team, working together with our partners and-customers, we
help feed the world’s ever-growing demand for faster and mare
efficient microchips. -
We create impact by.pushing -technology to new.

limits, unlocking the potential of society and enabling people -
= to tackle some of humamty S b|ggest Challefnges

FINANCIALS
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Managing the cycle, preparing for greater growth in years to

Despite macroeconomic and geopolitical challenges, ASML has again delivered strong performance. Now, as we Se

of the industry coming out of its cyclical downturn, we are laying plans for further significant growth.

Dear Stakeholder,

In last year’s message, | wrote that |
expected 2023 to yet again see us break
records — and ASML's performance has fully
justified that confidence. We have grown
sales by 30% to €27.6 billion and lifted our
gross margin to 51.3%. We returned

€3.3 billion to shareholders through a
combination of dividends and share
buybacks. At the end of 2023, we finished
with a backlog of €39.0 billion and we
anticipate that with our sustained focus on
technology innovation, we will continue to
break new ground — not only in terms of
technological development, but also in how
we manage the environmental impact of our
products and services.

This stellar performance has been achieved
against a backdrop of what turned out to be
a real downturn in the semiconductor
industry instead of the mild and short-term
correction that many had forecast. In
addition, we had to manage uncertainties
created by geopolitical challenges including
the US and Dutch governments' export
control regulations, and global macro
concerns around inflation, rising interest rates
and lower GDP growth in certain economies.
There have also been other uncertainties at
play, driven by the ongoing war in Ukraine as
well as the more recent conflict in the Middle
East. These have inevitably dented
confidence and reduced investment by our
customers.

In 2023, demand for our DUV systems
continued to be strong, particularly in China.
During the previous two years, our Chinese
customers had received significantly fewer
systems than they had ordered, due to
global demand for our systems exceeding

Our holistic approach to lithography
provides customers with support and
solutions at every stage of the chipmaking

process.”

Peter Wennink

President, Chief Executive Officer and Chair of the Board of Management

supply. However, the shifts in demand timing
from other customers that we experienced in
2023 meant that we had the opportunity to
backfill these orders for mature and mid-
critical nodes to China, while of course
complying with export regulations.

Executing our business strategy

Our strategic innovation roadmap has
continued to guide us, and, as you can read
in the Q&A with our Chief Technology Officer
on page 19,we have made good progress on
further enhancements to our EUV, DUV and
metrology and inspection systems. Our
holistic approach to lithography provides
customers with support and solutions at
every stage of the chipmaking process, from
early design and development to high-
volume production. To mention a highlight: In
2023, we shipped the first modules of the
first High NA EUV EXE:5000 system.

Two further elements of our strategic
progress have been particularly pleasing.
Firstly, we strengthened the resilience of our
supply chain, which had been under
immense pressure, with a significant number
of suppliers experiencing challenges to meet
our increasing expectations. During 2023, we
reshaped our sourcing and procurement
organization under the leadership of Wayne
Allan, a new member of the Board of
Management (BoM). This team is now
working with suppliers to help optimize our
partnerships, so they have the flexibility and
capability to deliver the products and
services we need.

STRATEGIC REPORT CORPORATE GOVERNANCE FINANCIALS 4
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Managing the cycle, preparing for greater growth in years to come (continued)

The second area is around customer trust.
Trust is the foundation for our customer
relationships — it means always being reliable,
working at the highest possible level of
efficiency, being transparent about what we are
doing and fairly sharing the risks and rewards.
And while customer trust in general was at a
high level in 2023, we — as always — recognize
that we can do even better. So over the last 12
months we have developed plans for
fundamental reorganization of our customer-
facing roles and responsibilities to prepare for
future growth, and this was implemented from
January 2024.

Peter Wennink
President, Chief Executive Officer and
Chair of the Board of Management

We expect that the reorganization will help us
cement greater customer trust, which will be
essential in ensuring that we and our customers
reap the rewards of the upturn that we expect
in 2025 and 2026.

ESG sustainability at the heart of our
company

Developed in 2022, our ESG sustainability
strategy took shape in 2023. It is now being
executed across the business, and we have
taken important steps in each of the E
(Environmental), S (Social) and G (Governance)
elements.

The overarching aim of our ESG sustainability
strategy is simple: As we grow our company,
we want to increase our positive impact at the
same time as minimizing our negative impacts
on the environment and people, while doing
business in a responsible way.

The very nature of what we do means we are
already making a contribution to overcoming
the challenges that our world is facing. Without
semiconductors, the changes that society
needs to implement — whether to do with the
energy transition, healthcare, electrification, Al or
many other areas — will not happen.

Our role is to make sure that our customers can
continue to deliver the innovation that is already
transforming the world, and with a reduced CO,
footprint per chip. In our own facilities, we are
reducing energy consumption and increasingly
using renewable energy. Together with our
suppliers and other upstream value chain
partners, we are working to jointly reduce our
carbon footprint in our supply chain. In
addition, we are taking steps to increase the
energy efficiency of our systems at our
customers’ sites — reducing waste intensity,
increasing reuse and repair, supporting our
people and their communities, and promoting
transparency and accountability through good
governance. There is work to do in all those
areas — but we have made excellent progress
and we are committed to playing our full part in
creating a more responsible and sustainable
society. You can read more details in the ESG
sustainability sections of this report.

Our stakeholder model

ASML operates on a stakeholder model.
With every decision we take, the Board of
Management and |, as CEO, aim to balance
the concerns and needs of our five different
stakeholders: Customers, suppliers and
partners, our people, our shareholders and
wider society — for example, the communities
where we operate.

Over the last year, we have used a significant
part of our operational cash flow to support our
customers, extending payment terms to help
them make investments despite their negative
cash flows. This was crucial sustaining their

businesses through difficult times while ensuring
that they have the resources in place to meet
future demand.

Similarly, we encouraged our suppliers to
maintain their investment ambitions through
the downturn, using opportunities such as
our Suppliers’ Day to explain how we
expected our business to accelerate from
2025 onward. It is vital that we retain the
trust of our suppliers.

To retain the trust of our shareholders, our
key focus is to be as transparent as possible
with them about everything to do with ASML
—on export controls, on industry cyclicality,
on how we are going to use our operational
cash flow, on how we are going to pay
dividends and buy back shares, and on how
we are going to help our customers and
suppliers.

As the stories highlighted in this report
demonstrate, our employees — representing
many different nationalities and bringing a
broad range of backgrounds, perspectives
and skills — are key to our success. One of
the reasons why so many talented people
choose ASML as an employer is because we
give them the opportunity to work at the
sharp end of technology and make a real
difference, while also supporting their health
and well-being. We put a lot of effort into
this, providing our employees with
opportunities and the best environments to
develop their talent, to feel respected and to
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Managing the cycle, preparing for greater growth in years to come (continued)

thrive. We need our people to trust us, and
the fact that our engagement score has
improved again shows we are on the right
track.

Regarding society, we strive to respect a
range of different and sometimes conflicting
interests around our growth trajectory and
the increasing impact of our products and
services on society. We engage extensively
with communities, institutions, special
interest groups and governments at all levels
across the world on topics that are relevant
to our business and its role in society and
that therefore require long-term vision and
support, such as education, infrastructure,
culture and environment.

A year of transition

Our expectation is that our net sales in 2024
will be broadly in line with our net sales in
2023. But above all, this will be a year of
transition — a time to digest the fast growth

we have experienced in recent years and to
prepare for 2025 and 2026, which | believe
will be strong years because of three major
factors.

Firstly, demand for semiconductors is
increasingly generated by secular growth
drivers in end markets, such as the energy
transition, electrification and Al. As the
application space expands, with lithography
playing an ever-greater role in future
technology nodes, demand grows for both
advanced and mature semiconductors.

Secondly, the semiconductor industry is
currently working through the bottom of the
cycle. Historically, the downturns of the last
30-40 years have been for two to three
years, with the present downturn really
beginning in the second half of 2022. Our
customers are still not certain of the shape or
slope of the recovery, but there are some
positive signs in the indicators we have been
monitoring. Industry end-market inventory

Our values of challenge, collaborate
and care have been instrumental in

our success.”

Peter Wennink
President, Chief Executive Officer
and Chair of the Board of Management

levels continue to improve and litho tool
utilization levels are beginning to show
improvement. Our strong order intake in the
fourth quarter clearly supports future
demand.

Lastly, we need to prepare for the significant
number of new semiconductor fabs that are
being built. These fabs are spread
geographically across the globe — they’re
strategically important for our customers and
they’re scheduled to take our tools. It is
essential that we keep our focus on the
future and build capacity to be ready for this
ramp.

The semiconductor industry is expected to
double somewhere in the next decade, as
compared with today. Our task in 2024 is to
reflect on our organization and capabilities
and prepare for the rapid growth that is
expected to come, while managing
increased cost pressures. That means
working on our processes — for example,
ensuring that they are fit for purpose and
have the flexibility to expand rapidly when
and where needed.

And it means taking care of our people,
making sure that they feel fully engaged in
our company. Many thousands of new
employees have joined us in the last few
years, and around 40% of all our colleagues
have been with us for three years or less.

STRATEGIC REPORT CORPORATE GOVERNANCE
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Our values of challenge, collaborate and care
have been instrumental in our success to
date, and they will continue to guide us in the
future. It is vital that all our people embrace
these values.

In 2024, we need to take the opportunity to
create clarity about the many roles and
responsibilities in our diverse, cross-
functional teams, to maintain a safe
environment where people feel connected,
included and respected.

Stakeholder support

We are tremendously proud of what we’ve
achieved to date and extremely excited for
the years ahead. But none of this would be
possible without the support of our
stakeholders. ASML has succeeded and will
continue to thrive because of the patience
and success of our customers, the
collaboration of our suppliers and partners,
and the understanding of shareholders and
governments. Most of all, we rely on our
people — and | thank them for all their
expertise and hard work over the last year.

This is my final Annual Report message as
ASML's CEOQ, following the Supervisory
Board’s announcement that Christophe
Fouquet will succeed me as President and
Chief Executive Officer at the 2024 AGM.
Christophe has been with ASML for 15
years, with a major focus on technology,
products and customers, and | am delighted
that we have been able to secure such a
talented, experienced individual to guide the
business through the coming years.
Christophe and | share the ‘ASML DNA’ of
collaboration and partnership, and we will
work closely together to ensure that he has
the best possible start in his new position.

| wish Christophe and all our stakeholders —
and particularly our fantastic people — every
success as, together, you embark on the

next phase of this great company’s journey.

Peter Wennink
President, Chief Executive Officer and
Chair of the Board of Management
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We are a global innovator

As one of the leading innovators in the semiconductor industry, we’ve been helping chipmakers push
technology to new limits and unlock the potential of society since 1984. Together, our hardware,
software and services provide a holistic approach to mass producing the patterns of microchips.

Berliner Glas (ASML Berlin GmbH) is reflected as part of our business throughout this report, with the exception of non-financial reporting. We are preparing to integrate this in 2024 in line with Corporate Sustainability Reporting Directive (CSRD) requirements.

Key facts in 2023

©

€27.6bn

Total net sales

€23.2bn Asia
€3.2bn US
€1.2bn EMEA

Read more on page 42 >

€4.0bn

R&D investments
(based on US GAAP)

We innovate across our entire
product portfolio through strong
investment in R&D

Read more on page 136 >

O 0O
(W |

€15.5bn

Total sourcing spend’

(Netherlands: 40% | EMEA (excl. NL): 40%
North America: 13% | Asia: 7%)

1. Reported for non-financial (GRI) reporting
purposes

Read more on page 125 >

i [e)
i [e)

|'|9|'|
42,416

Employees (FTE)

19,805 in Operations
15,604 in R&D
7,007 in Sales and Support

o

-—bh

Read more on page 106 >

co,

35.1 kt

Scope 1 and 2 CO.e
emissions

(2025 target net zero)

Read more on page 75 >

80.3%

Employee engagement
score against
benchmark
(2025 target -2% vs. top 25%
performing companies)

Read more on page 106 >

What we do

At ASML, we design and integrate lithography
systems with computational tools, metrology
and inspection systems, and process control
software solutions. This holistic approach

to lithography provides chipmakers with
support and solutions at every stage of the
chipmaking process, from early design

and development to high-volume production.

It enables chipmakers to optimize the
lithography system setup and process window
for high-volume manufacturing, helping them
achieve their highest yields and best chip
performance.

Read more in Our unique offer page 10 >

Our key products and services

FINANCIALS

Asia
China

Japan
Malaysia
Singapore
South Korea
Taiwan

Where we operate — more than 60 locations across 3 continents

e |ithography systems e System and process

e Metrology and inspection ~ control software
systems ¢ Managing our

e Computational installed base
lithography systems

e Supporting our customers  ® Refurbished systems

Read more in Our products and services on
page 12 >

North America

Arizona New Mexico
California New York
Colorado Oregon
Connecticut Texas
Idaho Utah
Massachusetts Virginia
EMEA

Belgium

France

Germany

Ireland

Israel

[taly

Netherlands

United Kingdom
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We work together to help society progress

Why we exist — our purpose ‘ ‘

Unlocking the potential of
people and society by pushing
technology to new limits.

You can s

i our customers.”
irector Customer 1

Service Applications

What we try to achieve - our vision

We enable ground-breaking
technology to solve some of
humanity’s toughest challenges.

What we uniquely do - our mission

Together with our partners,
we provide leading patterning
solutions that drive the
advancement of microchips.

Read more in Our business model on page 31 >

Managing

expansion in high-

stress situations
gon

T ]

means fo
your people and
their well-being.”

Mark Bergkotte
Director Logistics Operations

The interaction among
supply chain partners

helps us all improve to
support faster growth.”

Manon Hendriks
Senior Director Sourcing & Procurement
Read more on page 134 >
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We live by our values to drive success

——— q 4 Tl 1

We challenge boundaries and g — . - ASML’s focus on

question the status quo to keep Sustainability is a design - | \ technology and

pushing technology forward. challenge that must be o SuBpotve
solved in parallel with system e Sl v
cost and performance. 8 { | your talent and

ambition take
you.”

Anya Kish

Ton van der Net
Principal Architect D&E

We collaborate

By tapping into the collective
potential of our ecosystem
of customers, partners and
stakeholders, we can create
better solutions.

Program Director EUV Source

Every few months,
| have been given
a new challenge to
extend myself.”
Manisha Devi

Solution Test Architect

Read more on
page 17 >

. o My new role will help us
Weewre . . | safeguard our innovation
We act with integrity and respect 4 power as we evolve to
’ ; : N b}
and provide a safe, inclusive | support future growth.
and trusting environment where \ Ron Kool
our people can learn and grow. » | | Head of Business Performance Improvement
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Holistic lithography

Lithography technology is fundamental to the
mass production of microchips. Our holistic
approach is based on integrating our
lithography systems with a set of products
that optimize production and enable
affordable shrink.

The semiconductor industry is driven by
affordable shrink — the ability to make
smaller, more energy-efficient transistors at
the right price. Reducing the size of
transistors means that more can be packed
into a given area, resulting in increased
functionality and improved performance.

Lithography is a key driver for shrink,
enabling what is known as geometric scaling.
This determines the smallest feature sizes
that can be printed on a chip, and therefore
the number of transistors and the
performance. To achieve dimensional
scaling, lithography has to use shorter
wavelengths of light and larger numerical
apertures, as well as other advanced
techniques such as immersion lithography
and multiple patterning.

Our innovations in lithography have enabled
the continuation of Moore’s Law' — the
observation that the number of transistors in
an integrated circuit (IC) doubles about every
two years — for more than 30 years.

1. Dr. Gordon Moore, co-founder of chipmaker Intel, and
the man who created Moore’s Law, passed away
peacefully at his home in Hawaii on Friday, March 24,
2023. He was 94 years old.

The Rayleigh criterion that drives Moore’s Law

i

CD =k, x

e CD is the critical dimension, a measure of how
small the smallest structures are that the
lithography system can print.

Lambda ( is the wavelength of the light source
used, and the smaller the wavelength, the smaller
the structures that can be printed. Our deep
ultraviolet (DUV) lithography systems, known as the
industry workhorse, dive deep into the UV light
spectrum to print the tiny features that form the
basis of a microchip.

Lithography explained

Microchips are made by building up complex
patterns of transistors, layer by layer, on a
silicon wafer. Our lithography systems print
those patterns by projecting ultraviolet light
on a blueprint of the pattern (known as a
‘reticle’ or ‘mask’) and shrinking and focusing
that light onto a photosensitive silicon wafer.
This results in a so-called die, a rectangular
pattern on a wafer containing circuitry to
perform a specific function.

ASML's technology is pivotal to
semiconductor production because
lithography is the only stage where the wafer
is processed die by die.

Over the years, ASML has made several wavelength
steps, and our DUV lithography systems range from
365 nm (i-line), through 248 nm (KrF) to 193 nm
(ArF). With our extreme ultraviolet (EUV) systems, we
provide highest-resolution lithography in high-volume
manufacturing as these systems make a major step
in wavelength — with EUV tin plasma, we generate
EUV light which has a wavelength of just 13.5 nm.

NA is the numerical aperture, indicating the entrance
angle of the light — with larger NA lenses/mirrors,
smaller structures can be printed. Besides larger
lenses, ASML has increased the NA of our ArF
systems by maintaining a thin film of water between
the last lens element and the wafer in our so-called
immersion systems, using the breaking index of the
water to increase the NA.

Lithography therefore has a greater impact
on performance — including the number of
good wafers per day, or yield — than any
other stage in the chip manufacturing
process.

The lithography process is repeated to build
up the layers of a chip. Modern chips can
have more than 100 layers, all of which need
to be aligned on top of each other with
nanometer precision. In general, our EUV
systems are used to print the most intricate
layers on a chip first, with the rest of the
layers then printed using various DUV
systems.

OUR UNIQUE OFFER STRATEGIC REPORT CORPORATE GOVERNANCE
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After the wavelength step to EUV, we are developing
the next-generation EUV systems, called EUV

0.55 NA (High NA), where we push the numerical
aperture from 0.33 to 0.55.

k1 is a factor relating to optical and process
optimizations. Together with our computational
lithography and patterning control software
solutions, we provide the control loops for our
customers to optimize their mask designs and
illumination conditions.

Our holistic approach
to lithography

As patterning gets smaller, our lithography
systems become increasingly complex. And as
chipmakers print ever-smaller patterns, they
face unprecedented engineering, material,
structural and manufacturing challenges. Many
sources of variation and error can hinder the
lithography process, and they must be
controlled to ensure that chips are produced
with the required precision, in high volumes, as
fast as possible and at the lowest cost.

To help address these challenges, we provide
customers with a holistic, integrated approach
to lithography that enables them to optimize the
system setup and process window for high-
volume manufacturing, helping them achieve
their highest yields and best chip performance.

Read more in Our business model on page 31 >

o Watch Gordon Moore video

What is a process window?

Lithography and all other stages in the microchip
manufacturing process must be closely aligned for
an optimal result. The process window is the
collection of acceptable variations of process
parameters that allow a microchip to be manufactured
and to operate under desired specifications. By
incorporating computational lithography, metrology
and inspection, ASML'’s halistic lithography portfolio
enables customers to maximize the process window,
keeping lithography systems stable in a high-volume
manufacturing setting, which leads to a higher yield
with more good wafers per day.


www.youtube.com/watch?v=EzyJxAP6AQo
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Holistic lithography (continued)

Our holistic approach integrates lithography
systems with computational tools, metrology
and inspection systems, and process control
software solutions. This enables us to
provide chipmakers with support and
solutions at every stage of the chipmaking
process, from early design and development
to high-volume production.

By bringing together the different elements of
our holistic lithography portfolio, we help our
customers understand and correct for
potential issues that could cause variations
Or errors.

Lithography

Computational
lithography

Metrology
and inspection

Our holistic triangle

Read more in Our business model on page 31 >

This helps minimize any deviation between
the intended and printed features of a
microchip layout, thereby optimizing the
lithography system’s performance, stability
and yield — including maximizing the number
of good wafers per day — and enabling ever-
smaller chip features.

1iEd
What is edge placement error (EPE)?

Creating a microchip involves the patterning of tiny
features in precise locations. Edge placement error
(EPE) is the difference between the intended and the
printed features of the layout of a microchip. For
example, a feature could be a line, which has right
and left edges. On a microchip, this line and its
edges must be precise and placed in exact
locations. Any deviation, no matter how slight, can
result in misalignment, or an EPE. If one or more EPE
issues crop up in the microchip production flow, the
device is subject to shorts or poor yields, which
could cause the entire chip to fail.

STRATEGIC REPORT CORPORATE GOVERNANCE
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ASML plays an integral role in the microchip manufacturing process

| =
e a Photoresist !._._.!
" Deposition caating

Lithography
[ Microchips are made
by building up layers
;‘ of interconnected patterns
\ on a silicon wafer. 3
‘ "‘("X (
i

Baking, developing
and etching
RN 0000
CERCHRCE ]
| ”i 33300

y - - ‘:u : \ - o |=| ’I: UF
- Removing\—— o
photoresist on

implantation

1 Deposition — The first step is typically
to deposit different materials — such as
metals/conductors, insulation fims and
semiconductors — onto a silicon wafer.

2 Photoresist coating — The wafer is
then coated with a light-sensitive layer
called a photoresist.

3 Lithography - Light is projected onto
the wafer through a reticle. Optics shrink
and focus the reticle pattern. This
pattern is then printed onto the wafer
when the resist layer is exposed to light.

4 Baking, developing and etching —
The wafer is then baked and developed
to make the pattern permanent, with a
pattern of open spaces. Reactive gases are
used to etch away material from the open
spaces, leaving a 3D version of the pattern.

5 lon implantation — The wafer may be
bombarded with positive or negative ions
to tune the semiconductor properties.

6 Removing photoresist — After the layer
is etched or ionized, the remainder of the
photoresist coating that was protecting
areas not to be etched is removed.

The entire microchip manufacturing
process — from start to tested and
packaged device, ready for shipment —
can take between 18 and 26 weeks,
depending on the complexity of the
microchip.
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World-leading holistic lithography solutions

Our comprehensive product portfolio is aligned to our customers’ roadmaps, delivering cost-effective

solutions in support of all applications, from leading-edge to mature nodes.

Our holistic approach to
lithography integrates a set of
products - enabling chipmakers
to develop, optimize and control
the semiconductor production
process.

Extreme ultraviolet (EUV) lithography systems

Using extreme ultraviolet (EUV) light at a
wavelength of 13.5 nm, our EUV
lithography systems make it possible to
print the smallest features on microchips at
the highest density. EUV systems are used
for the most intricate, critical layers on the
most advanced microchips. ASML is
currently the world’s only manufacturer of
EUV lithography systems.

EUV 0.33 NA (NXE platform)

EUV lithography uses light with a
wavelength of just 13.5 nm. This enables
EUV systems to print the finest lines and
allows our customers to use them in a
more simplified process compared to
complex multiple-patterning strategies
using DUV immersion systems. Our NXE
EUV platform, with an NA of 0.33, was first
introduced to customers in 2013 and is
now widely adopted in high-volume
manufacturing by our major customers.

The platform is now in its seventh
generation and we continue to industrialize
the technology, innovating further
developments to create value

for customers.

TWINSCAN NXE:3600D »

In June 2023, we celebrated the 100th
shipment of the TWINSCAN NXE:3600D,
our latest-generation EUV 0.33 NA
lithography system. It combines the
highest resolution with 15-20% increased
productivity and around 30% better overlay
compared with its predecessor, the
TWINSCAN NXE:3400C, while also
improving system availability.

Our EUV product roadmap is intended to
drive affordable scaling to 2030 and
beyond. Our EUV NXE platform extends
our customers’ Logic and Memory
roadmaps by delivering improvements in
resolution, productivity and overlay (layer-
to-layer alignment) performance, enabling
year-on-year cost reductions.

STRATEGIC REPORT
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EUV 0.55 NA (EXE platform)

We are building the next platform of EUV
lithography systems and we shipped the
first modules intended for R&D purposes in
2023. With a higher NA of 0.55 compared
with the 0.33 NA of our first EUV systems,
these High NA systems are designed to enable
higher-resolution patterning for even
smaller transistor features.

This is an evolutionary step in EUV
technology, introducing a novel optics
design and significantly faster reticle and
wafer stages. In addition, the EUV 0.55 NA
(EXE) platform has been designed to
maximize commonality with the EUV NXE
platform to drive cost reductions, speed up
the development of new solutions and
optimize future reuse.

NXE:36000

The enhancements offer considerable
benefits to our customers, enabling
lithography simplification for future nodes,
higher yields and decreased defect density
for both Logic and dynamic random-
access memory (DRAM). EUV 0.55 NA will
help our customers to extend their shrink
roadmap and minimize double or triple
patterning compared with 0.33 NA, leading
to reduced patterning complexity, lower
risk of defects and a shorter cycle time.

EUV 0.55 NA has also been designed to
enable multiple future nodes, with the
industry’s first deployment expected in
2025, followed by Memory technologies
at similar density.

We expect our EXE platform to start
supporting high-volume manufacturing in
2025/2026. We have received purchase
orders from all of our current EUV
customers for the delivery of the
industry’s first TWINSCAN EXE:5200
system — an EUV high-volume production
system with 0.55 NA and higher
productivity.
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World-leading holistic lithography solutions (continued)

Refurbished systems

Deep ultraviolet (DUV) lithography systems

Deep ultraviolet (DUV) lithography systems
are the workhorses of the industry,
producing the majority of layers in
microchips. Supporting numerous market
segments, we offer immersion as well as
dry lithography systems, and a range of
light sources to offer all wavelengths
currently used in the semiconductor
industry — argon fluoride (ArF) for 193 nm
wavelength, krypton fluoride (KrF) for 248
nm and mercury gas discharge lamp (i-line)
for 365 nm. Our systems lead the industry
in productivity, imaging and overlay
performance to help manufacture a broad
range of semiconductor nodes and
technologies, and support the industry’s
cost- and energy-efficient scaling.

Immersion systems (NXTi platform)

ArF immersion lithography maintains a thin
film of water between the lens and the
wafer. Using the refractive index of water to
increase NA improves resolution to support
further shrink. Our immersion systems are
suitable for both single-exposure and
multiple-patterning lithography, and can be
used in seamless combination with EUV
systems to print different layers of the
same chip.

Our latest state-of-the-art immersion
system is the TWINSCAN NXT:2100;i,
launched in the third quarter of 2022.

Alongside intrinsic improvements to lens
metrology, reticle conditioning and wafer
table, as well as overall cross-matching
improvements, the NXT:2100i features
innovations such as the Alignment
Optimizer 12 Color package. The system
delivers 295-wafers-per-hour (wph)
productivity combined with unprecedented
overlay performance, providing the most
cost-efficient solution to customers for
critical immersion layers on the sub 3 nm
nodes.

Dry systems (NXT and XT platform)

Not every layer on a chip has to be
produced by the most innovative
immersion lithography systems. While
some more complicated layers do require
more advanced lithography systems,
others can often be printed using ‘older’
technology such as dry lithography
systems. Our dry systems product portfolio
offers our customers more cost-effective
solutions for all types of wavelengths.

Our TWINSCAN NXT:1470 dual-stage ArF
system continues to be adopted by the
majority of Logic and Memory customers
and has been inserted in high-volume
manufacturing processes. It is the first dry
NXT system, building on the common
immersion platform, with improvements in
matched machine overlay (<4.0 nm),
productivity (>300 wph) and footprint.

The TWINSCAN NXT:870 248 nm step-
and-scan system is a high-productivity,
dual-stage KrF lithography tool designed
for high-volume 300 mm wafer production
at and above-110-nm resolution. The
system increases productivity from the 260
wph capability of the XT:860N to 330 wph
through the use of the NXT platform, a
higher scan speed and reduced system
overhead time.

The TWINSCAN XT:400L is our latest i-line
lithography system, which can print
features down to a resolution of 220 nm for
200 mm and 300 mm wafer production.

We are on track with a platform
commonality roadmap in order to reduce
the cost of ownership: The transition in ArF
and KrF from the XT platform to the NXT
platform is resulting in significant
productivity gains (KrF 27% to 330 wph on
NXT:870, ArF 46% to 300 wph on
NXT:1470).

We continue to innovate in productivity,
cost of ownership and performance across
our TWINSCAN XT product lines (ArF, KrF
and i-line) for 200 mm and 300 mm wafer
sizes.

TWINSCAN NXT:21001 ¥

| I

Our refurbished products business
refurbishes and upgrades our older
lithography systems to extend their lives,
and offers associated services and
support. We currently offer refurbished
PAS 5500 and first-generation AT, XT and
NXT systems.

ASML systems have a very long
operational lifetime that often exceeds
their role at the initial customer. Many
customers are therefore able to generate
value by selling off systems they no longer
require. To support this sustainable
product use and ensure used systems
deliver the quality that ASML stands

for, we are actively involved in the used-
system market. Remarkably, 95% of the
systems that we have sold in the last

30 years are still in use.

Read more in Environmental - Circular economy
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World-leading holistic lithography solutions (continued)
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Metrology and inspections systems

Our metrology and inspection systems
allow chipmakers to measure the patterns
that they print on the wafer to see how well
they match the intended pattern. Our
portfolio enables chipmakers to monitor
most steps of bringing a chip to market,
from R&D to mass production.

The systems are a key element of our
holistic approach to lithography. They
produce data at the speed and accuracy
needed during high-volume manufacturing
to enable our process control software
solutions to create automated feedback
control loops. This optimizes the
lithography system settings for each
exposure to reduce EPE, enlarging the
process window to achieve the highest
yield and best performance in a fab
environment.

Optical metrology

Our YieldStar optical metrology systems
allow chipmakers to assess the quality of
patterns on the wafer in volume production,
through fast and accurate overlay
measurements. We offer two categories of
YieldStar systems for use before and after
‘etching’ (the stage when the material in any
open spaces is removed to reveal the 3D
version of the patterns on the wafer). Pre-
etch metrology measures the overlay and
focus of the lithography system and the
pattern printed on the photoresist. Post-
etch metrology measures the overlay and
critical dimensions of the final patterns
formed on the wafer.

In 2023, we shipped the YieldStar 500, our
latest optical overlay and focus metrology
tool, designed to be the new benchmark for
measurement accuracy, matching
performance and measurement speed. It is
a standalone optical wafer metrology
system for measuring pre-etch overlay.

Using diffraction-based measurements, the
YieldStar 500 offers fast monitoring of
overlay and focus performance directly on
produced wafers with nanometer-level
accuracy.

E-beam metrology and inspection

Our HMI electron beam (e-beam) solutions
allow customers to locate and analyze
individual chip defects amid millions of
printed patterns, extending the scope for
process control. While e-beam solutions
were historically too slow to monitor volume
production processes, we have increased
the throughput to now uniquely offer e-
beam solutions for use during high-volume
production as well as the R&D phase.

The R&D phase of chip manufacturing
involves extensive testing, validation and
fine-tuning to optimize the complete
manufacturing process for reliable, high-
yield mass production.

We offer two types of solutions to support
this stage: E-beam metrology and defect
detection to monitor critical dimension and
EPE data at resolutions necessary for the
implementation of EUV lithography; and
single-beam inspection to monitor voltage
contrast and physical defects.

Our ground-breaking multiple e-beam
(multibeam) inspection systems operate at
throughput speeds that enable them to be
used inline during mass production to
detect voltage contrast defects and
physical defects.

We continue to extend technology
leadership in voltage contrast inspection
and physical defect inspection with the
widely adopted single-beam platform. The
HMI eScan 600 is our latest highly flexible
e-beam wafer inspection system that can
operate in multiple modes, allowing
chipmakers to capture the widest variety of
defect types in a single system.

Our high-resolution e-beam metrology
system HMI eP5 offers world-class 1 nm
resolution with large field-of-view
capabilities. It produces critical dimension
(CD) and EPE data in high volume with a
quality level that customers need for
monitoring and control. EPE is becoming
more critical for device patterning and yield
with shrinking design rules and the adoption
of EUV lithography.

We also released an EPE metrology application
software product on eP5. It is capable of local
and global EPE measurements on device, both
intralayer and interlayer.

In 2022, we released and shipped the eP5
XLE, which extends the high-resolution
eP5 system with high landing energy up to
30 keV and fast back-scattered electron
detection for inspection and metrology of
3D devices in Logic and Memory. It is
capable of overlay measurement on device
patterns, complementing our YieldStar
product offering. We also released and
shipped the first next-generation high-
resolution e-beam metrology system, ePg,
to succeed eP5. The projected eP6
performance is expected to be more than
10 times the speed of existing technologies.

Building on the 2020 launch of our
breakthrough multibeam inspection tool
HMI eScan 1000, with a 3x3 image, in 2022
we also introduced the next-generation HMI
eScan 1100. With a 5x5 image, it
demonstrates successful multibeam
operation, simultaneously scanning with 25
pbeams. The 5x5 system has higher
sensitivity for detecting voltage contrast
defects and physical defects, while
substantially increasing inspection
throughput. In 2022, the first eScan 1100
multibeam system was installed at a
customer site to start customer evaluation.
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World-leading holistic lithography solutions (continued)

System and process control software

Taking advantage of the huge flexibility of
our lithography systems, our system and
process control software products enable
automated control loops to maintain
optimal operation of lithography
processes and therefore maximize yield.
Using powerful algorithms, they analyze
metrology and inspection data and
calculate necessary corrections for each
individual exposure. This provides a
feedback loop to the lithography system
to minimize EPE in subsequent wafer lots.
Our roadmap aims to apply more
powerful algorithms with higher-order
corrections to enable our customers to
continue improving EPE performance.

Read more on EPE at box-out on page 11

Our roadmap aims

to apply more powerful
algorithms with higher-
order corrections to
enable our customers
to continue improving
EPE performance.

Computational lithography

We use computational lithography to
predict and enhance the process window
of our lithography systems by calculating
the optimal settings, depending on the
specific application. This takes place in
the R&D phase, during the development
of new chips to optimize both the reticle
patterns and the setup of the lithography
system to ensure robust, manufacturable
designs that deliver high yields.

Our computational lithography solutions
are based on models of the various
physical and chemical processes that
influence pattern quality. Advanced
algorithms, driven by these models,
predict how a designed pattern will
appear when printed on a wafer. Based
on those predictions, the reticle design
and factors within the lithography system
can be subtly adjusted to ensure that a
chip pattern is printed exactly as
intended. Increasingly, we are using
machine-learning techniques to further
speed up development of models and to
reduce the computational time and cost.

Our installed base continues to grow,
comprising not only new systems but also
refurbished systems with new owners in
new markets and applications. To provide
all our customers with the best possible
value proposition, we offer an extensive
installed base management (IBM)
portfolio, including a wide range of service
and upgrade options.

We develop and sell product options and
enhancements designed to improve
throughput, patterning performance and
overlay. Our field upgrade packages
enable customers to optimize their cost of
ownership over a system'’s lifetime by
upgrading older systems to improved
models.

FINANCIALS
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Managing our installed base system
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Supporting our customers

We believe a true partnership with our customers based on mutual trust is vitally important,
ensuring that we share the risks and rewards of what we do.

We are one of the world’s leading
manufacturers of chipmaking equipment,
while our customers are the world’s leading
microchip manufacturers. We enable them to
create the patterns that define the electronic
circuits on a chip, and consequently our
success is inextricably linked with theirs.

That's why we collaborate with our
customers to understand how our technology
best fits their needs and challenges. That
means engaging with our customers at all
levels: Building partnerships, sharing
knowledge and risks, aligning our investments
in innovation and increasingly focusing on the
long-term challenges for the next five to ten
years and beyond.

We develop our solutions based on their
input, help them achieve their technology
and cost roadmaps, and work together,
often literally in the same team, to make
sure our solutions fit together perfectly.
Engaging fully with customers is also an
important part of working toward securing
the full product portfolio that will sustain
our company into the future.

As our installed base continues to grow, we
work very closely with our customers to
develop and sell options and enhancements
designed to improve throughput, patterning
performance and overlay to optimize the cost
of ownership over a system'’s lifetime.

Building on our customer relationships

We market and sell our products directly to
customers, without agencies or other
intermediaries. Our account managers,

field and application engineers, and service
and technical support specialists are located
close to our customers' operations
throughout Asia, the US and Europe, the
Middle East and Africa (EMEA).

Customer trust is the foundation for our
customer relationships. Our customers expect
us to have the right means to meet their needs
and expectations, consistently deliver upon the
promises we make, be transparent about what
we are doing and fairly share the risks and
rewards with them. In 2023, we took the first
steps toward a reorganization of our customer-
facing roles and responsibilities, and we
announced the intended appointment of a Chief
Customer Officer in ASML's Board of
Management, effective per the date of the 2024
AGM. This will help us to continue to scale
customer relationships, excellent support and
customer trust as the business grows.

How we provide customer support

We support our customers with a broad range
of applications, services and technical support

products to maintain and enhance our systems’

performance. Our customer support teams
across the world ensure the systems in our
customers’ fabs run at the highest levels of
predictability and availability. We offer 24/7
support, next-day parts delivery and an easy-
to-use, centralized customer portal.

It is essential for us and our customers to
have well-trained engineers in the regions
where we operate. We offer specialized
training to boost the capabilities of our local
customer service teams and enhance local
technical expertise. This helps us to increase
the self-sufficiency of local field engineers.

Read more in Engaging with our stakeholders -
Customers

We collaborate with
our customers to
understand how our
technology best fits
their needs and
challenges.
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Every few months,
| have been given

a new challenge to
extend myself.”

Manisha Devi
Solution Test Architect
4 years at ASML

Delivering for our customers

After joining ASML four years ago,
Manisha Devi led a team of
engineers in the roll-out of ASML’s
digital platform to customers in
2023. Aware that any mishaps could
lead to unplanned downtime that
may cost customers millions in lost
revenue, Manisha knew the stakes
couldn’t be higher.
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Finding your passion

| have always been inspired by the quote
from Marie Curie: “I am among those who
think that science has great beauty.” As a
child in a small town in North India, |
dreamed of a career in science and
technology. And | took every opportunity to
make that happen. | left the comfort of home
to study at a premier science & technology
institute before starting work in the telecoms
technology domain, growing with each new
role and responsibility. ASML then gave me
the chance to test my skills in the
semiconductor industry. | joined as a
software tester and am now a solution test
architect — determining test and integration
strategies for new solutions.

SMALL PATTERNS. BIG IMPACT. CONTINUED

Unlocking the code

There is a huge amount of software inside
ASML’s systems, and we are continually
developing more. That software is critical

to the operation of the system and the
economic success of our customers. Any
unintended downtime can cost our customers
millions in lost revenue. So, ASML isn’t just
investing in development, it is also investing
in quality — to ensure all that software works
together seamlessly and doesn’t cause
unplanned stoppages in production.

STRATEGIC REPORT CORPORATE GOVERNANCE

Like most software-enabled systems,
ASML’s products have a huge amount of
legacy code. You can’t just reengineer that
every time you want to make an update or
add a feature — you need to develop new
software in such a way as to ensure that it
doesn’t break the legacy code. To streamline
the process, ASML has recently switched to
a platform development approach: Instead of
delivering a single software package for the
scanner, we deliver a series of options that
all work together. Part of this transition is to
update all installed systems in the field with
an entire new software stack. | was asked to
lead the team responsible for qualifying and
integrating that new stack. As someone who
loves a challenge, | jumped at the chance.

Replacing all the system software is a
daunting prospect, so quality was essential —
we had to get it right first time. To make that
possible, ASML has recently introduced a
new methodology for software development.
Of course, we make use of the standard
approaches like Lean and Agile, but we take
the parts that work best for us and our
customers, then combine them with new
ideas. For example, for the new stack, we
used a ‘shift-left strategy’ where testing and
quality evaluation starts much earlier. Having
the development team involved in testing
end-to-end helped us bring the software to
the required quality level faster.

FINANCIALS
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A customer-first approach

Throughout the development of the new
software stack, we were guided by our
customers’ needs. ASML is in constant
contact with its customers, and regularly
asks them for feedback. In this case, our
customer representatives provided
continuous feedback on the features
customers will want in the next 9-12 months
and customers’ specific use cases. This
helped us better understand which software
configurations do and don’t work.

We started rolling out the new software stack
to customers in 2023. The goal is to do this
without downtime — this was the most nerve-
wracking part of the process, certainly for our
customers. There are always things that can
go wrong when you go live with such
complicated software, but we had done so
much preparation, studying each customer’s
use case, so we could be one step ahead.
That’s not to say that issues didn’t crop up,
but we were always ready with the solution
when they did. Our customers may not have
been smiling when we arrived, but they
definitely were eight hours later when their
system was running the new stack without
problems. And now they can be confident
about adding new options equally painlessly
in the future.
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Driving Moore’s Law across four decades of innovation
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Having said that, it was undeniably a very
proud moment for our innovation teams
when we successfully shipped the first
modules of our first High NA EUV system,
EXE:5000, following extensive testing and
integration throughout the year. Our EXE
High NA EUV platform increases the
numerical aperture from 0.33 to 0.55 and will
enable geometric chip scaling well into the
next decade. We expect High NA EUV high-
volume manufacturing systems to be fully
operational in customer factories by 2025.

What were the highlights in
technology development and
innovation in 2023?

L)

Martin: Let me start by saying that in 2024 it
will be 40 years since a small team of
colleagues, including me, first came together
in a leaky shed in Eindhoven, tasked with
developing lithography systems for the
growing semiconductor market. That was
the start of ASML as we know it today. So,
although 2023 was another dynamic year for
innovation, this was not achieved overnight
but as the result of all the hard work that
preceded it.

We expect High NA EUV high-volume
ganufacturing systems to be fully
Pperational in customer factories by 2025.”

Martln yan den Brink
Presmfént Chief Technology Officer and Vice Chair of the Board of Management

In DUV immersion, we rolled out a lens
distortion manipulator to adjust the optics in
operation and reduce overlay errors, which
gives us an opportunity to improve our mix
and match overlay between EUV and DUV
immersion. It provides us with more flexibility
following distortion of the wafer and is also
applicable for 3D integration bonding.

On April 24, 2024, ASML President & CTO Martin van den Brink will retire from ASML upon completion of his
current appointment term. “It has been a privilege to co-lead ASML with Peter Wennink and to have brought
a strong focus on product, technology and engineering capabilities to the company and its suppliers. | am
proud of the innovations that we have delivered together with our customers over the decades."
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On the application side, we made progress with
key technologies such as x-ray, working closely
with our customers, with whom we are closely
aligned. Regarding our metrology and
inspection product portfolio, in 2023, we
brought to market the YieldStar 500, our latest
optical overlay and focus metrology tool,
designed to be the new benchmark for
measurement accuracy, matching performance
and measurement speed. We are now also
delivering our multibeam and single-beam high-
voltage system. While there remains some work
for our teams in maximizing reliability and
maturing these systems to a point where
customers can use them in production, this has
been an important step forward, and one where
Al has played a key role.

Two years ago, we started to develop a
strategy to arrive at a unified or common EUV
platform in order to drive productivity. It was
very exciting to see that strategy begin to bear
fruit during 2023. We now have a clear, articulated
roadmap to achieve a full EUV suite —a common
platform with common manufacturing processes
and a common supplier base. This will drive
cost reductions and speed up the development
of new solutions, which is important not only for
ASML, but also for our customers.
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Driving Moore’s Law across four decades of innovation (continued)

In conversation with our President, Chief Technology Officer and Vice Chair of the Board of Management

Martin van den Brink

Is shrink still the most

important driver of

innovation?
Martin: In line with Moore’s Law, shrink has
long played a key role in innovation, and
although this is inevitably becoming more
and more challenging, it will continue
because shrink is the only way to effectively
reduce costs.

However, it's important to put this into
context. What we are looking at today is
whole-system integration shrink, not just of
the chips themselves. For example, 3D
system integration — vertically stacking
different chips together into a single package
— requires innovative lithography solutions to
handle the increasingly dense
interconnections. We have been working
with both Logic and Memory customers on
how to shrink these connections from chip to
chip. As is always the case with innovation
on this scale and in this industry, we are
engaging with core solution providers, such
as bonding suppliers, to find the answers.

Cost is closely aligned with shrink. As shrink
becomes more challenging over time, and as
technology continues to demand more
energy-efficient transistors per chip, the
industry will need to produce more silicon
but at lower cost. The cost-productivity ratio
is now a key aspect of our roadmap because
we understand the cost pressures that our
customers and suppliers are facing.

Moving forward, we have clear parameters
for R&D to work within so that future
innovations take account of the technology
limits of our supplier base and, where
possible, reduce any risks of suppliers
making unnecessary investments in new

capabilities.
Q partners driven innovation in
2023?
Martin: It is impossible to overstate the
importance of our partners. A significant
number of them are integral to our innovation
activities and several have worked with us for
many years.

How have your ecosystem

Our requirements are frequently unique and
very demanding — so we work hard to help
suppliers engage with our objectives in a
spirit of mutual trust and respect. The
importance of these relationships has been
further recognized at ASML Board level
through the recent appointment of Wayne
Allan as Executive Vice President (EVP) and
Chief Strategic Sourcing & Procurement
Officer (CSPO), heading up the supply
improvement program which aims to
radically step up our ability to work with
suppliers and deliver what our customers
demand. We saw a number of developments
in our supplier relationships in 2023. Having
partnered with imec (Interuniversitair Micro-
Elektronica Centrum) — a leading research
and innovation hub in nanoelectronics and
digital

technologies — since the late 1980s, in 2023
we signed a new Memorandum of
Understanding (MoU) to intensify our
collaboration around High NA. The MoU
includes the installation and service of our full
suite of advanced equipment in the imec
pilot line in Leuven, Belgium. This facility will
enable us to work alongside imec to develop
a new process that will take us to the next
semiconductor process node.

Q How do you safeguard
ASMVL’s ability to continually
improve?

Martin: We aim for R&D spend to be in the

10-15% range of revenue. As our revenue

increases rapidly, so too does our financial

commitment to supporting innovation —in 2023,

we invested €4.0 billion (based on US GAAP) in

R&D. Of that amount, we spend around 10%

on pure explorative research that aims to fill the

innovation pipeline. We continue to work with
our partners, for example by investing in a high-
transmissive illuminator with ZEISS.

Q developments such as Hyper
NA?

Martin: Hyper NA with an NA higher than 0.7 is

certainly an opportunity that will become more

visible from around 2030. It is likely to be most
relevant for Logic — and it will need to be more

affordable than double patterning — but it may
also be an opportunity for DRAM.

Can you update us on future
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For us, the key thing is that Hyper NA is
driving our overall EUV capability platform to
improve both cost and lead time.

Regarding the industry in general, digitalization
will continue to enable many of the solutions
that are transforming our planet. Although
systems such as our EUV platform require a
great deal of energy, | think that we make a
positive contribution to reducing GHG
emissions by enabling the development of
technologies such as smart grids and electric
vehicles. More such technologies will follow — so
at ASML we can feel good that our customers
and their customers are engaging with society
in a positive way when it comes to the
environment.

Martin van den Brink
President, Chief Technology Officer

How do you envisage ASML
on its 50th anniversary?

Q

Martin: It is fair to say that our innovations
are likely to be restricted by more
boundaries, whether in terms of cost, cycle
time or technology limits. Our challenge is to
make efficiency gains in all these areas over
the next 10 years — to make sure not only
that we invent new solutions and ways of
working but that these can be put into cost-
effective and timely practice for our
customers. It’s all about doing everything we
can to turn theory into practical reality, giving
our customers the most efficient possible
operation in every regard: cost, sustainability
and productivity.

and Vice Chair of the Board of Managem& -
N
——
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How we innovate
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As a crucial manufacturer of lithography equipment, ASML is a vital part of the semiconductor ecosystem
value chain. We don't innovate in isolation, but work as architects and integrators — collaborating closely
with customers, our supply chain, and industry and research partners in a strong innovation ecosystem.

Innovation is crucial to the continuing
success of our business. Every day, more
than 15,500 of our engineers take on the
exciting challenge of innovating across our
holistic lithography portfolio, including the
most advanced lithography systems in the
world. To stay ahead, we invest heavily in
R&D —in 2023, we spent €4.0 billion (based
on US GAAP) in this vital area, compared
with €3.3 billion (based on US GAAP) in
2022, further building our capability to meet
customer needs.

A collaborative network at the cutting
edge of our digital future

To drive the fast pace of innovation in our
value chain, we rely on our strong innovation
ecosystem to make progress together. We
work hard at developing long-term
relationships with our customers, suppliers,
research partners and peers, listening to and
pushing each other to continuously innovate.
We trust our supply chain to manufacture
most system parts and modules and many
are deeply involved in developing our new
technology.

Read more in Social - Innovation ecosystem on
page 136

We innovate across our entire product portfolio
and we aim to do this at the same pace as our
customers through large and sustained
investment in R&D, involving a diverse
international academic network. This so-called
‘double helix’” approach is designed to
accelerate innovation and provides access to a
large leading-edge knowledge base across a
wide range of technologies.

Read more in Our business model on page 31

Generating ideas and finding
technological innovations and solutions
Our R&D teams focus on generating and
exploring exciting new ideas and
demonstrating their feasibility in the long
term, as well as finding technological
solutions to the challenges colleagues may
face with any products and applications that
have already moved into development.

Our researchers continuously scout for
technological innovations and solutions —
within the semiconductor industry and
beyond — searching for those that can help
us support our customers while delivering on
our ESG sustainability commitments.

We innovate through
partnerships.

By developing our
technology in close
collaboration with our
customers, we seek to
build today what they
need tomorrow.
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How we innovate (continued)

Our innovation funnel

Research department

D&E department

Filling the innovation funnel

We encourage our experts to build wide
networks in the broader technology
space. This supports the constant stream
of new ideas into the technology pipeline

FINANCIALS
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ASML Fellowship Program

At ASML, we recognize and honor our
technical experts because we know that
our company’s success is built on
technology leadership. One of the ways

Ideation that flows through what we call our we do this is through the ASML
fsqgut ‘innovation funnel’ (see diagram). Based Fellowship Program.
or laeas

Selection
Fill the research

on our fundamental understanding of our
markets and the needs of chipmakers,
we select new ideas that have the

In 2023, three new ASML Fellows were
appointed, and two of our current Fellows
were promoted to the titles of Senior and
Corporate Fellow, respectively, for their
personal outstanding technical
contributions.

pipeline
Hassarch potential to advance our products and
Assess their customer application.
feasibilty T — Ideas that pass the iqeation and selection Innovation achievements in 2023
Design and stages are a.ssesseld. fn the research Our goal is to give customers the products e Generation of smooth mirror surfaces.
enginesr stage for their fe§3|b|l|ty to go into our and capabilities they need to deliver on This innovation is used on the EXE:5200
ASML proQgct generation process (PGP), a technology’s potential to make a positive mirror block. The mirror block carries the
r?du?t decision-based prPCeSS for product contribution to society. As well as creating wafer table, with its mirrors used to
aﬁ‘de(?;ﬁv‘f;r development that includes an. ESG some of the most advanced machines in position the wafer in three dimensions.
assessment as well as the building and the world, this includes an increased focus ~ The smooth mirror surface has greater
-”-I-l-l_ testing of sy;tem prototypes in the on sustainability through parts stiffness compared to other glass
[ relevant environments. Prototypes that commonality and reuse, and materials, enabling it to better cope with
@ pass these tests may eventually lead to improvements in the performance the extreme stage accelerations in our
IJ @ new product releases. and energy efficiency of our products next-generation NXE and EXE systems.
to reduce costs and waste.
. O% Innovation achievements of the last
-()- 12 months include:

@) e Soft x-ray (SXR) scatterometry. Using

|_| 10-20 nm wavelength light, this is a
revolutionary next-generation metrology
for 3D metrology suitable for measuring
3D profiles of advanced devices such as
Gate All Around (GAA) transistors.
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The world around us

The macroeconomic situation remains volatile and we continue to
see macro trends such as high interest rates, inflation, fear of
recession and geopolitical tensions increasing in some parts of
the world. The semiconductor industry is trying to manage its
inventory levels in some end-market segments to balance supply

and demand.

The semiconductor market was still in the
aftermath of the COVID-19 crisis in 2023,
during which large stimulus packages
accelerated economic growth. This created
shortages in supply in the electronics industry
as companies built safety stocks to increase
future resilience.

End demand for electronics slowed as we
reached the end of the pandemic, while the
supply chain was still building safety buffers.
This resulted in a supply chain correction in
2023 which impacted our industry.

In the context of demand for lithography,
some customers delayed the timing of their
demand for specific systems, as some of
their facilities were not ready to receive the
systems as well as a result of their end
demand. This provided an opportunity to
allocate these systems to customers whose
demand profile we could not initially meet.
Despite these delays, for certain system
types the supply is still the main constraint,
with demand being higher than supply,
albeit at a reduced level than was
experienced at the start of the year.

All'in all, global trends — such as generative
Al, the energy transition, the electrification
of mobility and the industrial Internet of
Things (loT) — continue to fuel
semiconductor growth in the longer term.

Our highest-priority objective is to optimize
supply so that we can deliver and live up to
our customers’ expectations.

We have strong confidence that the
semiconductor ecosystem will continue to
innovate and grow at a high single-digit
compound annual growth rate. Factors that
may impact our business are explained in
more detail over the next few pages,
including:

1. Macroeconomic and geopolitical
trends

2. Semiconductor market trends
3. Semiconductor application areas

4. Semiconductor industry market

MARKETPLACE STRATEGIC REPORT CORPORATE GOVERNANCE
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1. Macroeconomic and geopolitical trends
Economic outlook Middle East conflict Russia-Ukraine war
Description Description Description

The macroeconomic situation did not
improve in 2023; inflation rates and interest
rates stayed relatively high and the fear of
recession, amid the geopolitical conflicts,
remained. The continued macroeconomic
uncertainty means our customers in
different market segments have remained
cautious. A later recovery of markets is
expected, and the timing and shape of the
recovery slope remains unclear.

What it means for ASML

Our EUV business saw a slight shift in
demand timing, predominantly driven by
a lack of readiness of fabs. This was due
to the market environment and a
shortage of people who have the
capability to build advanced fabs. With
DUV demand higher than we can deliver,
particularly in China, we are working
closely with our customers and suppliers
to ride out the uncertainty and manage
the risks.

Read more in Our business strategy

Read more in Risk - How we manage risk

The military action in the Middle East is an
additional factor in the current uncertainty
in the macroeconomic environment.

What it means for ASML

Both ASML and our customers have
operations in the Middle East. Additional
military action in the region has and could
further adversely affect the global
economy, financial markets and the
supply chain. This may impact our people
and operations and our customers'
operations, customer demand, delivery of
products and services to customers, and
the ability to obtain parts and components
due to supply chain disruption. The safety
and well-being of our employees and their
families are a priority for us.

The military action in Ukraine is an element
of the current uncertainty in the
macroeconomic environment.

What it means for ASML

While we do not have operations in Russia
or Ukraine, sanctions and other measures
taken in response to the military action
have adversely affected — and could
further affect — the global economy,
financial markets and the supply chain.
This may impact our customer demand,
delivery of products and services to
customers, and the ability of us and our
suppliers to obtain parts, components and
gas supply due to supply chain

disruption.
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1. Macroeconomic and geopolitical trends (continued)

Global geopolitics -
technological sovereignty

Global geopolitics — export controls

Mitigating climate change

Description

Semiconductors are crucial to the economic
and strategic development of countries and
regions, with the strategic importance of the
semiconductor industry only likely to grow.
Many countries and regions are pushing for
‘technological sovereignty’ to ensure
security of supply, resilience and
technological leadership in semiconductor
technologies and applications. This is fueling
capital expenditures in new regions.

What it means for ASML

As governments increasingly see
semiconductor manufacturing as
strategically significant, chips acts are
incentivizing our customers to build
manufacturing facilities in the US, Europe
and Asia.

Besides sharing our views with
governments on semiconductor
manufacturing, we work closely with our
customers to build the semiconductor
manufacturing ecosystem in new regions,
while retaining our focus on supporting
incumbent regions.

Description

On June 30, 2023, the Dutch Government
published new regulations regarding the
export control of semiconductor equipment
that came into effect on September 1, 2023.
These controls focus on advanced chip
manufacturing technology, including the
most advanced deposition and immersion
lithography systems (NXT:2000i, NXT:2050i,
NXT:2100i and subsequent systems). In
addition, in October 2023, the US
government published updated US export
control regulations which include restrictions
on shipping mature immersion lithography
systems (NXT:1970 and NXT:1980) to a
limited group of customers in certain
countries (including China). Governments
have turned their attention to securing
sufficient semiconductor supplies to ensure
greater technological sovereignty and
support local industries. Significant
investments in the semiconductor industry
are being planned, with industry forecasts
suggesting that the top three semiconductor
manufacturers plan to invest over $300
billion in global capacity in the coming years.
While the industry is managing its overall
costs, price rises could ultimately be passed
on to the end market, driving up the price of
devices. Trade tensions and protectionism
introduce significant complexity across the
supply chain and the processes required.

Like so many others in this trading environment,
the semiconductor industry needs to review
its global supply chain. At the end of 2023,
the Dutch Government partially revoked a
license for the shipment of NXT:2050i and
NXT:2100i lithography systems, impacting a
small number of customers in China.

What it means for ASML

The new regulations require ASML to apply
for Dutch export licenses for all shipments of
its most advanced DUV immersion
lithography systems (TWINSCAN NXT:2000i
and subsequent immersion systems) as well
as US licenses for mature systems for a
limited number of customers in China. The
governments will determine whether to grant
or deny the required export licenses and
provide further details to the company on any
conditions that apply. From January 1, 2024,
we will work with our customers to deliver the
non-advanced lithography systems which are
not impacted by the new restrictions. We
continue to educate governments on the
semiconductor manufacturing process and
ecosystem to foster understanding of the
potential impacts of current and future
regulatory measures.

Read more in Risk - Risk factors

Description

With an urgent collective response needed
to limit global warming to 1.5°C, climate
change is a crucial matter for governments,
companies and individuals worldwide.

Energy and water resources

Technologies to counter climate change —
from the energy transition to electrification,
smart mobility and agricultural innovation —
require semiconductors. Semiconductors
are crucial to the generation, storage,
distribution and consumption of electrical
energy. They are at the core of smart (home)
devices and play an important role in
reducing overall energy consumption.

The semiconductor industry also has an
important role to play by reducing its own
climate impacts; the semiconductor
manufacturing process consumes large
volumes of energy and water resources.
Driving Moore’s Law to enable shrink and
improve computing power and storage
capacity fuels demand for these vital
resources. Innovative architectures and a
new way of looking at the entire ecosystem
will be required to enhance energy and
water resource efficiency of the industry.

What it means for ASML

Our goal is to achieve net zero emissions
across our value chain by 2040. We plan to
do it by decreasing our GHG emissions and
reducing our carbon footprint across our
value chain, enhancing the energy efficiency
of our products and properties. We aim to
achieve this by reducing energy
consumption, using renewable energy and
compensating CO, emissions.

We are also committed to using water
responsibly. This includes acting to preserve
water quality and conservation across our
operations and in the communities where we
operate.

We work closely with our customers and
suppliers to minimize waste and maximize
the value gained through use of resources.
By 2030, we aim to send zero waste from
operations to landfill or incineration.

Read more in Environmental - Energy efficiency and
climate action and Environmental - Circular economy

Read more in Risk - Risk factors



ASML ANNUAL REPORT 2023 MARKETPLACE CONTINUED

STRATEGIC REPORT CORPORATE GOVERNANCE

The world around us (continued)

Technology is evolving at pace - we are moving fast toward
intelligent edge computing, the next level of computing which
focuses on processing data closer to its source rather than in
centralized data centers. The current era of mobile computing -
where you bring the computer with you - is moving us into an
immersive world of ubiquitous computing, with computing
power available everywhere, driven by artificial intelligence (Al).

FINANCIALS
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2. Semiconductor market trends

Trends

Increasing market demand

The continuing convergence of wireless
communication, telecoms, media and cloud
technology via connected devices is driving
demand for advanced semiconductors
across the globe.

Growing populations, urbanization, the energy
transition and electrification to support smart
mobility are increasing demand for advanced
electronic devices.

Microchips are at the heart of these devices,
ranging from sensors and actuators to smart,
scalable and flexible computing solutions. This
is driving demand for chips in both leading
edge and mature process nodes, which are
specifically designed for innovative
applications in areas ranging from smart
homes, cities and industries to predictive
healthcare, smart wearables and autonomous
robotics.

The virtuous cycle of a data-
driven society

Moore’s Law is the guiding principle for the
semiconductor industry. It is the motor
behind the industry transition from mobile
computing to ubiquitous computing. This
transition continues to expand, driving the
three main elements in computing —
applications, data and algorithms — that

feed each other in a virtuous cycle:
applications generate data, data fuels new
algorithms, which again leads to new
applications that generate new data, etc.
This is the virtuous cycle of our data-driven
society.

Unleashing the power of data

better and faster with Al

Al is becoming more ubiquitous and
embedded into the environment and smaller
devices, which moves us into the era of
intelligent edge computing — smart,
connected networks of more energy-efficient
devices that seamlessly communicate over
powerful 5G networks to unleash the power
of data better and faster than ever. This
provides people with more innovative
functionalities and applications, improves
human-to-machine interactions, and
enhances data management and analytics.

With intelligent edge computing, data
processing is brought as close to the source
of data as possible, rather than happening in
the cloud. The vast amounts of data and
insights that people can access are expected
to fuel semiconductor business growth and
the digital transformation.

Edge intelligence and Al-empowered
mobile and ubiquitous computing
technologies are key to solving some of
society's toughest challenges, such as
mitigating climate change, enabling the
energy transition, creating sustainable
social communities and improving quality of
life.



ASML ANNUAL REPORT 2023

MARKETPLACE CONTINUED

The world around us (continued)

3. Semiconductor application areas
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Autonomous robotics

A new generation of lightweight
robots connected to a wide network
and fitted with smart sensors enable
humans and machines to safely and
efficiently work side by side.

Automotive

Automotive is one of the fastest-
growing market segments driven, by
electrification, autonomy and other
mega trends. Integrated automotive
systems consist of a full range of
scalable, flexible computing solutions
that require advanced and mature
semiconductor devices. Advanced
driver-assistance systems (ADAS)
enabled by electronics and
semiconductors, considered
supercomputers on wheels, are also
expected to contribute to the growth
of the automotive segment in the
semiconductor industry.

Smart industry

Smart industry devices use real-
time data analytics and machine-
to-machine sensors to optimize
processes, foresee bottlenecks,
and prevent errors and injuries.

Mixed reality

Augmented reality and virtual reality
technology can combine to bring
the real world and digital elements
together (so that physical and digital
objects coexist and interact in real
time) to create the next-level user
experience.

Global connectivity

5G enables a new kind of network
that is designed to connect almost
everyone and everything around the
world, including machines, objects
and devices.

Wearables

Wearable devices (such as fitness
trackers smart watches, smart rings,
jewelry or glasses) are able

to connect to the internet and
continuously monitor, track and
transmit personal data.
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Predictive healthcare

Predictive analysis of health data
from multiple sources combined
with machine learning and Al is
being harnessed to improve
healthcare services and patient
outcomes.

Smart cities

Smart cities use technology and
digital networks to integrate
transportation and infrastructure,
connectivity, energy and lighting,
and other public services.

Energy transition

The energy transition is expected to be a
key market driver, with semiconductors
enabling the global shift from fossil-
based energy production to renewable
sources like wind and solar. Semi-
conductors are crucial in the generation,
storage, distribution and consumption of
electrical energy. The energy transition
also drives the need for more intelligent
infrastructure and end devices.

Smart home

Smart home devices, such as
thermostats, lights and smart TVs,
learn a user’s habits to provide
automated support for everyday
tasks.
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The world around us (continued)

4. Semiconductor industry market
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Semiconductor technology plays a crucial
role in shaping the interconnected and
intelligent network future. As a result, end
markets continue to grow. This overview
provides an outlook on current market size
and opportunity for the entire industry,
based on external research. The historical
market compound annual growth rate
(CAGR) from 2012 to 2022 was 7%. In
2022, almost 1.1 trillion chips were
manufactured around the world, feeding a
$0.6 trillion industry. 2023 was a correction
year, as consumer markets like PC slowed
following the peak in working-from-home
triggered by COVID-19. At the same time,
the supply chain continued to build safety
buffers in 2022 to increase resilience against
future supply chain disruptions, and these
needed to be corrected given lower
demand. Industry sources project that the
chip market (worldwide semiconductor
revenues) will resume growth after 2023 in
line with historical growth rates. The longer-
term market outlook is not expected to be
materially impacted by the 2023 downturn.
With an expected global annual wafer
capacity growth of over 780,000 wafer
starts per month per year, we plan to
increase our annual capacity to 90 EUV 0.33
NA and 600 DUV systems (2025-2026),
while ramping up EUV 0.55 NA (High NA)
capacity to 20 systems per year
(2027-2028).

Smartphone

Key driver

Continued refresh of
all semiconductor
content including
image sensors and
edge Al processors

2020 market size
($bn)
117

2023 market size
($bn)
104

2025 market opportunity
($bn)

146

Outlook CAGR 2020-2025
(%)

5%

Personal
computing

High-end compute
and Memory, fast
conversion to solid-
state drive (SSD),
edge Al processors

100

89

107

2%

Source: Based on external market research firms

Consumer
electronics

Both low-power and
high-bandwidth
connectivity, sensors

50

60

74

8%

Automotive

Strong IC content
growth: graphics
processing unit
(GPU), sensors,
vehicle-to-everything
(V2X) communication

40

79

104

21%

Industrial
electronics

Connectivity, edge
processors, sensors

51

74

94

14%

Wired and wireless
infrastructure

High-bandwidth
connectivity, edge
processors

38

50

60

10%

Servers, data
centers and storage

High processor and
Memory growth,
hardware
accelerations
including GPU for Al
applications

76

78

136

12%

Total

471

534

721

9%
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The world around us (continued)

Logic and Memory chips

Logic chips are the ‘brains’ that process
information in electronic devices. They are
produced by two groups of manufacturers:
integrated device manufacturers (IDMs),
which design and manufacture Logic chips,
and contract manufacturers, known as
foundries. Foundry manufacturers produce
chips for ‘fabless’ companies that focus on
chip design and distribution but do not
manufacture microchips themselves.

Memory chips can store large amounts of
data in a very small area. They are used in
an increasing variety of electronic products
like servers, data centers, smartphones,
high-performance computing, automotive,
or personal computers and other
communication devices. There are two
main classes of chips typically made in
dedicated Memory-chip factories: NAND
chips that can store data even when a
device is powered off and DRAM Memory
chips that are used to efficiently provide
data to the processor.

FINANCIALS
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Logic and Memory chips can vary greatly in
complexity and capability. For example, the
most advanced chips power leading-edge
technology, in Al, big data and automotive
technology, while simpler low-cost chips
integrate sensing capabilities into everyday
technology to create a vast network of
connected devices, the loT.

During 2023 generative Al got a lot of
traction, which resulted in strong demand
for GPU chips (Logic) and High-Bandwidth
Memory (HBM) at our customers. Both
products are still a small portion of the
overall Logic and Memory market.
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Focused on sustainable long-term value creation

Our purpose is to unlock the
potential of people and society by
pushing technology to new limits.
Our vision is that we enable
ground-breaking technology to
solve some of humanity’s
toughest challenges. Our strategy
and priorities are designed to
deliver on these points and create
long-term sustainable value for
our stakeholders.

Our strategy is to

1 Grow our
holistic lithography
business

Secure unique supply
chain capabilities to
ensure business
continuity

Move toward adjacent
business
opportunities

Deliver on our ESG
sustainability
commitments

1. Grow our holistic lithography business

Fueled by strong customer demand, we
expect substantial growth opportunities for
our holistic lithography business in the
remainder of this decade.

We will continue to increase the capacity of
our company to meet the demand across
all market segments, preparing for
cyclicality while sharing risks and rewards
fairly with all stakeholders.

We will remain focused on protecting and
gaining market share by delivering on our
technology roadmap, securing our
competitiveness, and addressing our
growth and execution challenges.

We aim to innovate responsibly by improving
the simplicity, sustainability, serviceability,
manufacturability and scalability of our future
lithography solutions. By considering the cost
and complexity constraints of a new
technology from day one, we can efficiently
allocate our resources and cost-effectively
deliver new capabilities to our customers.

2025

€30-40bn

Annual revenue

54-56%

Gross margin

Based on different market scenarios, shared
during our 2022 Investor Day, we presented
an opportunity to achieve the following in
2025 and 2030:

e In 2025: annual revenue between
approximately €30 billion and €40 billion
with a gross margin between
approximately 54% and 56%

e |n 2030: annual revenue between
approximately €44 billion and €60 billion
with a gross margin between
approximately 56% and 60%

Our priorities

Our holistic approach to lithography
integrates a set of products that enables
chipmakers to develop, optimize and control
the semiconductor production process.
Through the continued execution of our
strategic priorities, we aim to deliver cost-
effective solutions that support all
applications, from leading-edge to mature
nodes, and enable the extension of the
industry roadmap into the next decade.

2030

€44-60bn

Annual revenue

56-60%

Gross margin

OUR BUSINESS STRATEGY STRATEGIC REPORT CORPORATE GOVERNANCE
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Ouir five priorities are:

o@o Strengthen
1] customer trust

Enhance our innovation and operational
excellence capabilities to deliver on our
roadmap for new product introductions
and system deliveries, on time and with
the highest quality, to address the needs
of our customers. Increase our focus on
sustainability through parts commonality
and reuse, and drive improvements in the
performance and energy efficiency of our
products to reduce costs and waste.

= Build a winning position
in holistic lithography

Build a winning position in edge placement
metrology and process control to support
customer needs. Integrate our complete
product portfolio into a holistic lithography
solution to optimize and control lithography

performance.
fff] Continue innovation
—i leadership in DUV

Continue our innovation leadership,
enabling execution of customer roadmaps
by driving DUV to the highest level of
performance while remaining cost-
competitive. Expand our installed base
and support customer needs.

Enhance the value of EUV

LI
[ 0.33 NA for manufacturing

Secure high-volume manufacturing
performance and enhance the value of
EUV technology by extending our product
portfolio for future nodes. Improve cost
effectiveness for our customers by
improving system performance and
energy efficiency.

Insert EUV 0.55 NA into
\T_T/ high-volume manufacturing

Insert EUV 0.55 NA (High NA) in Logic and
DRAM for high-volume manufacturing from
2025 onward to support customer
roadmaps by simplifying patterning
schemes and decreasing defect density.

Toward the end of 2023 and in light of our
expectation that 2024 would be a year of
transition, we reviewed our strategic
business priorities, adding operational
excellence and people empowerment as
supplementary focus points.
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Focused on sustainable long-term value creation (continued)

2. Secure unique supply chain 4. Deliver on our ESG sustainability commitments

capabilities
We believe digital technologies can have a Our ESG sustainability strategy Governance

In order to deliver on our growth positive impact on the world — supporting Our aim is to create long-term sustainable We act on our responsibilities and aim to
aspirations, we need to secure innovation society to make progress and addressing value for our stakeholders, while also fully anchor them in the way we do

’ o . o environmental and social challenges. - - C : :
scale-up and continuity, while preserving . : ) contributing to the United Nations business through our focus on integrated

. - Enabled by microchips, these technologies .
sound business conditions and a . o . . Sustainable Development Goals (SDGs). Our  governance, engaged stakeholders and

. . . are fueling a digital transformation that is o . .

constructive collaboration model with our ESG sustainability strategy is based on a transparent reporting.

helping to address global challenges, such
as tackling climate change by reducing
Our supply chain is a critical enabler of our energy consumption and GHG emissions.
ambition to grow our core business.
Therefore, we are proactively assessing
our supply base for projected demand
and control of future roadmap-enabling
capabilities.

unique technology suppliers. materiality assessment that helps us identify

and focus on the ESG sustainability topics . o

where we can have the biggest impact. See how we're delivering on our ESG
sustainability commitments

Environmental —

We want to continue to expand computing e e TR
power but with minimal waste, energy use
and emissions. That's why we focus on
energy efficiency and climate action, and a
circular economy.

We recognize that new technology comes
with new challenges — and we’re committed
to using our innovations to enable the
semiconductor industry to reduce its
footprint. We aim to help our customers
minimize the materials and energy required
to produce advanced microchips. Within
our own operations, including our supply

3. Move toward adjacent business phain, we gim to‘minimizelqur environmeptal Social

opportunities impact while having a positive role in society P T We want to ensure that responsible growth
Uel ou(; employeeg, thle cgrlnmunlltles arqund \ Qfﬁ”iiiﬁm‘:g.?&?é"“ benefits all our stakeholders — we aim to offer
us and everyone involved in our innovation A ot anlamoton an attractive workplace for all, to build and

Once core growth is secured, we can ecosystem.
move into adjacent business opportunities

representing additional growth

opportunities. We aim to do this by

focusing on synergetic opportunities at the Read more on how we're delivering on our

forefront of holistic transistor scaling to vision on pages 17, 34, 88, 104, 123, 134, 143 >

best serve our customers. This includes Read more in ESG - Our material ESG
leveraging product and technology sustainability topics

synergies, and tapping into different future

semiconductor scaling engines.

maintain a responsible supply chain, to fuel
innovation in our ecosystem and to be a
valued partner in our communities.
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o> What we need to create sustainable long-term value

The depth and breadth of our resources and the relationships we build are key to our continued
success in growing a sustainable holistic lithography business.

People and culture

Manufacturing facilities

OUR BUSINESS MODEL STRATEGIC REPORT CORPORATE GOVERNANCE
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Ecosystem of innovation partners

Capital

We depend on more than 42,400
talented, dedicated and highly
motivated employees who live our
values of challenge, collaborate and
care.

Every day, our colleagues in R&D,
manufacturing, customer support,
sourcing and supply chain, and
support functions take on the
exciting challenge of building and
maintaining the most advanced
lithography, metrology and
inspection systems in the world.

Read more on pages 33 and 106 >

Innovation

We have eight manufacturing sites in the EU, US
and Asia that provide high-precision, highly
controlled environments where we assemble, test and
deliver our complex lithography and metrology and
inspection portfolio, from prototype to final product.

Read more on page 12 >

We need strong capital reserves, underpinned by a
robust balance sheet. Total shareholders' equity at the
end of 2023 amounts to 16.2 billion on a
consolidated balance sheet total of €43.1 billion and
net cash provided by operating activities of

€6.5 billion in 2023.

€

Read more on page 248 >

In 2023, we spent a total of €4.0
billion on R&D (based on US GAAP).
We do not innovate alone — our more
than 15,500 R&D employees
collaborate closely within an

innovation ecosystem of key partners \

in the value chain.

Read more on page 136 >

Customers

Suppliers

Research partners

Our lithography solutions are the result of strong partnerships based
on trust, respect, and shared risks and incentives to compete and

drive innovation.

Customers

We believe a true partnership with
our customers is vitally important,
to ensure we share the risks and
rewards of what we do.

Suppliers

Our lithography systems comprise
thousands of parts, with most of
them co-designed with and made
by our suppliers. Early involvement
of our suppliers has always been a
key part of our business model.

Research partners

We co-develop R&D expertise within
a wide network of technology
partners, such as universities and
research institutions — accelerating
innovation and giving us access to a
large leading-edge knowledge base
across a wide range of technologies.

Peers

Our semiconductor industry peers
optimize the total manufacturing
process by delivering
complementary process equipment,
critical materials, essential data and
new processing steps.
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ve@® Creating sustainable long-term value through holistic lithography

Our holistic approach is based on the intelligent integration of computational lithography, lithography
systems, and metrology and inspection.

Computational lithography
Computational Computational lithography is used to

lithography G 1 Data —\I predict and enhance the process window
— of our lithography systems by calculating
\ the optimal settings, depending on the
\Y, A specific application. This takes place in
‘ DUV and EUV

the research and development phase,
before a lithography system goes into
system control high-volume manufacturing.

DUV and EUV
lithography systems

Lithography

Metrology and inspection
. We have a suite of tools — optical and
ﬁ::::;llgho J—Iﬁ Data —————> e-beam metrology, high-resolution
9y ol [000 inspection, and scanner and process
control software solutions — which control
the process window and help ensure that
the lithography system operates optimally
/ in the fab environment. Lithography is the
Vv

In our customers’ fabs, the
lithography process is
repeated to build up the
many layers of a microchip.

only way in which in-line adjustments can
optimize performance as part of the
manufacturing process.

After-etch

I / Holistic lithography enables
metrology |

Data —————> shrink by optimizing setup and
==l control of a lithography system’s
process window for high-volume

VA / manufacturing — improving the

system’s availability, reducing

After-etch ,,_,_—b,,l v Y downtime and overall costs, and
e-beam metrology - U Data

optimizing yield (or number of good

and inspection u wafers per day) for our customers.

Read more about the microchip manufacturing process
on page 11 >
Read more in Our products and services on page 12 >
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©@e The sustainable long-term value we created for our stakeholders in 2023

Our success depends on strong, sustainable relationships with all stakeholders
in the value chain. We aim to create sustainable value for them, and to use their
input to develop our strategy, products and services.

N
aln

Customers

Employees

D

Suppliers

&0

Shareholders

N

Society

Our world-leading lithographic
systems enable our customers to
develop ever more powerful and
energy-efficient chips for new
applications and devices. At the
same time, we help our
customers reduce costs and their
environmental footprint.

€27.6bn

Total net sales

600

Net system sales (in units)

#2

Techlnsights customer
satisfaction ranking

Read more in Engaging with our
stakeholders - Customers

1. Free cash flow is a non-GAAP measure and is defined (based on US GAAP figures) as net cash provided by operating activities (2023: €5,443.4 million and 2022: €8,486.8 million) minus purchase of property, plant and equipment (2023: €2,155.6 million and 2022: €1,281.8 million) and purchase

ASML is a growth business
providing employment
opportunities around the world.
We invest in people’s career
development and well-being, and
provide a diverse and inclusive
environment where people can
achieve their full potential.

80.3%

Employee engagement score

27%

Gender diversity — % inflow of
women

3.6%

Attrition rate

Read more in Engaging with our
stakeholders - Employees

We innovate together with our
strategic partners, sharing
knowledge and tapping into each
other’s technology expertise to
drive ever higher levels of
complexity and capability. Long-
term relationships, close
collaboration, transparency and a
commitment to sustainability with
our suppliers are key to our
success.

€15.5bn

Total sourcing spend

5,100

Number of suppliers

97%

% supplier spend covered by
commitment to sustainability
via Letter of Intent (LOI)

Read more in Engaging with our
stakeholders - Suppliers

The effective and disciplined
investment of free cash flow drives
the profitable growth of our
company, and delivers solid
financial performance and a
healthy financial position. This
underpins our cash return policy
through share buybacks and
dividends.

€3.2bn

Free cash flow'
(based on US GAAP)

€6.10

Proposed annualized dividend
per share

€1.0bn

Share buyback

Read more in Engaging with our
stakeholders - Shareholders

We play an active role in the
communities where we operate,
recognizing that when the
community thrives, we thrive. And
our collaborative ecosystem
nurtures innovation and benefits
society. For example, we share
our expertise with universities and

€413

Community partnership
program: amount invested per
employee

€16.4m

Contribution to
EU research projects

95%

% of systems sold in the past
30 years still active in the field

Read more in Engaging with our
stakeholders - Society

research institutes, support young
tech companies and promote
science, technology, engineering
and mathematics (STEM)
education worldwide.

We are also committed to
creating sustainable value by
reducing our environmental
footprint, both from our
operations and during the use of
our products and services.

88%

% Reuse rate of parts returned
from field and factory

35.1 kt

Emissions from manufacturing
and building (scope 1 and 2)

15.0 Mt

Indirect emissions from total
value change (scope 3)

of intangible assets (2023: €40.6 million and 2022: €37.5 million). We believe that free cash flow is an important liquidity metric for our investors, reflecting cash that is available for acquisitions, to repay debt and to return money to our shareholders by means of dividends and share buybacks.
Purchase of property, plant and equipment and purchase of intangible assets are deducted from net cash provided by operating activities in calculating free cash flow because these payments are necessary to support the maintenance and investments in our assets to maintain the current asset

base.
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A strong track record

When | joined ASML in 1997, it had fewer
than 2,000 employees. Today, it has over
42,400. We are shipping more products
each year and supporting many more
installed systems in the field. And we have
plans to grow further to support future
developments in the semiconductor industry.

ASML has always been driven by
technology. We employ the best technical
minds and let them focus on innovation. But
with the massive growth, we have had to
evolve how we work around the technology.
At ASML, we have always seen ourselves as
technology firefighters — ready to tackle any
challenge that comes our way. But
firefighters need to be organized or bad
things can happen. So ASML has continually
improved its processes for developing new
products and running the business so that
our innovators can continue to focus on what
they do best: innovation.

SMALL PATTERNS. BIG IMPACT. CONTINUED

Building on strong foundations

The challenge is to do that in a structured
way. Business processes are, by nature,
cross-sector — they govern how different
parts of the company work together to
deliver what customers and shareholders
want. You need to make sure improvements
in one area don’t cause problems in others.
That means having insight from all affected
groups while keeping the end goal clearly in
focus.

In 2023, | stepped away from a career track
in technical and business line management
to start a Business Performance
Improvement (BPI) group. The group aims to
be a catalyst, to create a way of working that
makes cross-sector business performance
improvements more efficient.

STRATEGIC REPORT CORPORATE GOVERNANCE

Perhaps unsurprisingly, given my history, |
am copying our PGP approach as a blueprint
for BPI. In particular, we’ve adopted the
PGP’s key decision process, whereby we
only move on to the next step if everyone
agrees. It's very much an ASML-tailored
approach, but it works well in our product
development, and | believe it will help on the
BPI side too: If you actively say yes to
something, you are more committed to it.

Evolving for the future

We currently have around 10 ongoing BPI
initiatives, covering areas such as reuse,
supporting field operations, planning and IT.
In each case, execution is handled mostly by
the main sector involved. Our role is to help
them communicate with the other sectors to
understand the wider impact and know who
to connect with to address issues. So, our
planning department is responsible for
improving planning, but they need input from
our sourcing and customer-facing
departments to make that happen.

FINANCIALS
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Another example is an initiative to improve
how we ship systems to customers. Any
changes to shipping impact the whole work
chain for many operational sectors. First, we
need alignment with our customers, so sales
and customer support must be involved. But
we also need to consider the internal way of
working for departments such as finance,
because changes to shipping practices
could affect our compliance with customs
regulations and tax rules. Having the right
people from all the necessary departments
involved from the start allows us to discuss
and solve those issues at an early stage, and
not have to spend time fighting fires later.

Improving business processes is an ongoing
challenge for any company. At ASML, we
want to safeguard our innovation-driven way
of working while we evolve. That was my
motivation for making the change to BPI. It’s
a step we need to take to prepare for further
growth and the evolving needs of our
customers.
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Engaging with our stakeholders

We engage with our stakeholders on an ongoing basis,
working hard to understand how we impact them and
how we can best meet their needs. This approach plays
a key role in our ability to build stakeholder relationships

based on mutual trust.

Read more on page 70 >

A new Stakeholder Engagement
Policy has been published.

Read more at asml.com

Our stakeholders — customers,
employees, suppliers,
shareholders and society - can
affect or be affected by our
business, and we embrace
continuous open dialogue and
knowledge-sharing for the
benefit of all parties.

Customers

Society

&0

Shareholders

Employees

Suppliers

Customers

STRATEGIC REPORT CORPORATE GOVERNANCE
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At each stage of the customer relationship, we aim to foster trust, advocacy and
continuous engagement, with the goal of achieving complete customer satisfaction
and loyalty. As customer requirements become more complex, it takes longer to align
with a shared vision, so we seek to start earlier in the process. Transparency is key,
and our customer intimacy strategy helps us to leverage our innovations and develop
even more sophisticated solutions with our customers.

What’s happening in their world

Macroeconomic uncertainty across different market
segments led our customers to more carefully control
capital expenditure and cash flow. In 2023, the market
continued to be influenced by governments focusing on
incentives to encourage the construction of
semiconductor manufacturing facilities in their respective
countries through chips acts. This led our customers to
look into expanding their manufacturing in these new
geographical locations. However, the readiness of these
‘off-shore' facilities has been impacted due to a shortage
of experienced staff in these new locations. In addition,
new regulations were announced and imposed by the
Dutch, US and Japanese governments regarding the
export control of advanced semiconductor equipment
impacting the customers in China that are using
advanced lithography tools.

How we respond

We had delivery challenges for our DUV systems (in
light of the heightened demand) and we kept our
customers informed about shipment status and
progress in our capacity plans. To respond to their
demand faster, we implemented the fast shipment
solution as a standard way of working in 2023. We
continued to closely collaborate with our customers to
support them in settling in to their new manufacturing
locations by providing them with operational flexibility
where needed. We worked with governments and our
customers to minimize the potential impact of new
regulations on our customers’ deliveries. In new
product design, we are increasing our focus on
reducing energy consumption of our systems.

We have deployed improvement actions identified in our
2022 customer survey. This has helped us focus on truly
understanding what customers need from us, and
validating that we are on the right track with the right
improvements. We have updated our customers
regularly on the progress being made, and in September
2023 we sent out our latest survey, including a new set
of questions to measure customer trust.

Survey results reveal that our customers have high levels of
trust in us, mainly driven by our transparency and
commitment to fairness in driving mutual success. They ask
us to listen closely to their feedback, resolve issues in a
timely manner, provide them with shorter delivery times for
good-quality products and continue pushing the technology
forward to meet their current and future needs.

How we engage

e Regular meetings with our key customers

e Technology Review Meetings where our senior
technology experts, our Chief Technology Officer (CTO)
and our Chief Business Officer (CBO) discuss technology
roadmaps and requirements with customers

e Executive Review Meetings where members of our senior
management team and Board of Management discuss
business and strategies with customers

e Operational Review Meetings where we review topics
related to our customers’ operational activities

e Annual customer feedback survey

e Voice of the Customer program, which provides firsthand
feedback about our customers’ needs and challenges for
employees without direct access to customers

e Various technology symposia and special events
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Engaging with our stakeholders (continued)

We strive for engaged employees who are proud to work for ASML and deliver
jointly our vision and our ambitions as a company.

Employees

STRATEGIC REPORT CORPORATE GOVERNANCE
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Suppliers

We engage with our suppliers to help deliver our innovations.
They are critical to our value chain and our ambition to be a sustainable
leader in the semiconductor industry.

What’s happening in their world

Our growth in recent years has been accompanied by
a large increase in our workforce. This has brought
benefits — such as a more diverse employee base — as
well as challenges. As the organization becomes more
complex, and the expectations of our customers and
stakeholders increase, the need to engage all our
employees becomes even more crucial.

Our employees feel respected and have trust in each
other. They continue to raise suggestions to improve
processes, and they like to have more opportunities to
participate in sustainability initiatives.

Read more in Social - Attractive workplace for all

How we respond

Since the pandemic, employee expectations have
continued to change, especially around work-life
balance, hybrid working and well-being. Staying on top
of these trends and understanding how the world of
work and expectations is evolving is a key part of our
strategy to attract and retain talent.

Inclusion, well-being and job enablement are the key
themes we will focus on to further increase our
engagement. Cross-collaboration and sharing
knowledge across teams also remain subjects for
improvement.

How we engage
e Employee engagement survey

¢ Training and development programs, including
employee evaluation and feedback

e ASML's Speak Up service
¢ \Works Council/Unions

e Employee networks, such as Next, Women/WAVES,
Seniors, Parents, Veterans, Green ASML, Atypical,
SHADES and Proud

e ASML Ambassadors community, aiming to attract
and inspire talent, engage colleagues and show the
community our appreciation

e |nternal communication and awareness, for example
through the intranet, our Ethics program,
department employee meetings and interactive
lunch sessions with Board members

e Onboarding program for new employees

e All-employee meeting and senior management
meetings

What’s happening in their world

Over recent years, the world of our suppliers has been
quite turbulent. First of all, geopolitical uncertainties led
to disruptions in our supply chain due to less
availability of materials as well as increased price
levels. Furthermore, on a broader scale, the inflationary
pressure has hit our suppliers, mainly in areas of raw
materials, energy and wages. And finally, throughout
all those challenges, ASML continued to grow, and
despite short-term market uncertainties was still
requiring suppliers to build up further capacity for
future growth while putting pressure on cost and
quality performance.

The future growth in demand of ASML'’s customers
can only be met if our suppliers are capable and willing
to keep up.

How we respond

Our commitment to our suppliers is that we want to
maintain and build a strong business relationship
based on mutual trust. We listen to our suppliers when
they openly share their pain points and challenges. We
are implementing improvements relating to quality
issues, early supplier involvement during the
industrialization phase of new product introductions,
reducing cycle time and cost, planning with our
suppliers and ESG sustainability.

How we engage
e ASML’s Suppliers' Day

¢ Direct interactions via supplier account teams /
sourcing account leaders

e Supplier audits
e Site visits
* Newsletter

¢ Responsible Business Alliance (RBA) self-
assessment questionnaire (SAQ)

e ASML's Speak Up service

e Knowledge sessions on ESG sustainability
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Engaging with our stakeholders (continued)

&0

Shareholders

returns.

We aim to help shareholders - as well as financial and ESG sustainability
analysts - to understand our long-term investment opportunities. We
communicate with them about our financial growth strategies and opportunities,
financial and ESG sustainability performance, and our outlook and shareholder
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Society

We know that our actions and our activities have an impact beyond ASML - on
the environment, for example, and on the world around us in its broadest sense,
which is how we define society. We engage with organizations, communities and
other bodies in society on a wide range of issues — from reducing our
environmental footprint to regulatory matters and fulfilling our commitment to
playing an active role in the communities where we operate.

What’s happening in their world

For investors in the semiconductor industry, 2023 was an
interesting, highly dynamic year in which ASML showed
impressive sales growth while overall semiconductor
sales went down. Key focus areas for investors were to
get a better sense of when the industry will recover from
its short-term cyclical downturn in order to understand
how 2024 will shape up. There were also positive
developments of (generative) Al gaining strong traction.

In addition to uncertainties around a potential recession,
inflationary costs, the Russia-Ukraine war and the conflict
in the Middle East, the Dutch and US governments
published new regulations in 2023 regarding the export
controls of semiconductor equipment.

How we respond

During the year, ASML’s management and Investor
Relations team actively engaged with our investor
community to discuss specific topics that are relevant
to ASML’s equity story. We focus on being
transparent, accessible, credible, reliable and
responsive. We actively engage with the investor
community via a large number of (ESG-related)
conferences, roadshows and conference calls. We
also encourage investors to visit our Veldhoven (NL) or
Wilton (US) facilities to be able to discuss our capacity
expansion plans as well as our technology challenges
and opportunities in our ASML Experience Centers.

How we engage
e AGM
e |nvestor calls and Investor Days

e Company quarterly results presentations and press
releases

e Various (ESG) investor conferences and roadshows

e Various sustainability questionnaires, assessments
and survey feedback

e Direct personal interactions in line with our Bilateral
Contacts Policy as published on our website

Q&A Panel discussion

What’s happening in their world

Increasingly the local community feels the impact of
the rapid development of our headquarters in the
Brainport Eindhoven region, home to around half of
ASML’s employees. Our community stakeholders
expect ASML to take its fair share in keeping the
region attractive and inclusive for all community
members, with sufficient affordable housing,
sustainable transportation, a strong (technology)
education system for all and opportunities for the
underserved. Meanwhile, our headquarter campus
expansion should take into account the interests of
our close neighbors.

How we respond

Launched in collaboration with our ESG Sustainability
team at the start of 2023, ASML'’s Society &
Community Engagement team focuses on four areas:
boosting the attractiveness of the communities, aiming
to keep these communities inclusive, promoting
science and technology education, and supporting
ESG innovation. Within these focus areas, we and our
stakeholders have identified and formed 17 program
strategies that we began to execute during 2023.
Read more in Social - Valued partner in our communities

Operating in an international industry with a global
value chain where strong incentives to compete and
drive innovation are key, we work with and collaborate
with governments on all levels (national, regional and
local) to ensure our growth and objectives are clear
and can be supported.

Read more in our ASML Government & External Affairs
Report at asml.com

How we engage

With industry unions and associations
* Member conferences and technical forums

* Member consultation on standards
e Brainport Eindhoven

With governments and authorities
¢ Dialogue with tax authorities

e Relevant EU roundtable discussions
e Compliance reporting

¢ Proactive dialogue with government, authorities and
municipalities

With communities and other bodies

¢ |n the Veldhoven region, via regular dialogue at six-
weekly intervals with local government
representatives and local residents. In addition, we
regularly hold information events, open house events,
town halls and other opportunities for discussion,
and also invite local input through the '"ASML
Dichtbij' (ASML close by) section of our website.

e At our site in Wilton in the US, we held information
sessions during 2023 where local officials and
neighbors could discuss our expansion plans

e Quarterly surveys of a random sample of the 800,000
residents of the Brainport Eindhoven region

e Regular discussion between the managers of our 17
community programs and various stakeholders and
specialists

e Through (social) media, conferences and other mass
communication channels, we have an intensive
communication plan to inform and engage with
stakeholders around our communities
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Robust results in a challenging macro environment

In conversation with our Executive Vice President and Chief Financial Officer

Roger Dassen

Q Can you reflect on ASML's
financial performance in
20237

Roger: In short, we did what we said we

expected to do at the beginning of the year.

We delivered on our expectations in spite of

the challenges.

We have reported an excellent financial
performance, with sales up by 30% and a
gross margin of 50.0%. When you take the
macro environment into account — inflation,
high interest rates, falling GDPs, geopoalitical
tensions and a downturn in the
semiconductor industry — this achievement
was little short of remarkable.

Diving into some further details, we showed
a strong increase in net income compared to
2022. We were able to successfully place a
bond amounting to €1.0 billion. In addition to
this ased shares for a total

1.0 billion and paid

aling €2.3 billion.

1. Free cash flow is a non-GAAP measure and is defined (based on US GAAP figures) as net cash provided by operating activities
2022: €1,281.8 million) and purchase of intangible assets (2023: €40.6 million and 2022: €37.5 million). We believe that fr
money to our shareholders by means of dividends and share buybacks. Purchase of property, plant and equipment
payments are necessary to support the maintenance and investments in our assets to maintain the current as:

Free cash flow' was low compared to
previous years by design. In a challenging
economic climate, we took the decision to
help our customers navigate their liquidity
issues by offering extended payment terms,
while continuing to support our supply chain.
Understanding and balancing the interests of
all our stakeholders is one of our most
important responsibilities, and in this instance
helping our ecosystem partners through
difficult times was the right thing to do.
However, this inevitably meant delayed
payments and therefore reduced cash flow.

We delivered on our
expectations in spite of the

challenges.”

Roger Dassen
Executive Vice President
and Chief Financial Officer

ilion and 2022: £8,486.8 mil
important liquidity metric for our investors, reflecting cash that is available for acquisitions, to repay debt and to return
intangible assets are deducted from net cash provided by operating activities in calculating free cash flow because these
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Robust results in a challenging macro environment (continued)

In conversation with our Executive Vice President and Chief Financial Officer

Roger Dassen

What were the main drivers
for that performance?

Roger: Firstly, we had been significantly
supply-constrained in both 2021 and 2022,
and over the last 12 months we saw those
constraints ease. The supply bottlenecks
created by COVID-19 restrictions have now
worked their way through the system. This
meant that over 2021 and 2022, we built up
a very significant backlog that we could start
eating into in 2023.

Roger Dassen
Executive Vice President
and Chief Financial Officer

Secondly, although we have received
significant orders from customers in China
for a number of years, our fill rate has been
less than 50%. This meant that, while some
of our other customers were understandably
taking their foot off the accelerator, we could
take the opportunity to step up our China
order fill rate this year.

Q How do you manage industry
cyclicality?
Roger: Cyclicality is no stranger to this
industry, obviously. Key is to focus on the
longer term while managing short-term cost
and working capital challenges. The secular
trends remain very strong and we believe
that the years ahead will see a significant
uptick in the market — so while we address
the downcycle, we also have to prepare for
the upcycle that all the indicators say is
around the corner.

€27.6bn

Total net sales

50.0%

Gross margin

€3.3bn

Returned to shareholder

Managing costs is always important, so
during 2023 we focused on our selling,
general and administrative costs, and also
looked after our cash. In addition, we slowed
our hiring pace. In the last two years we had
boosted our staff by around 10,000 FTEs. In
2023 we were able to put more resources
and effort into making them feel welcome
and training them in our values and how we
work.

We have also spent considerable time
making sure that our organization is fit for
purpose. From finance and tax to IT, HR and
other areas, our enabling functions exist to
support ASML’s growth. This means we
must continually focus on working together
and not in silos, collaborating and being
totally aligned on end-to-end processes and
solutions that meet customer needs instead
of each department doing their own thing.
We have looked at all our functions
collectively from an overall business
perspective, identifying challenges around
issues such as the pre-building of tools next
year. In addition, we have come together to
have the right capacities and processes in
the right places at the right times to meet
those challenges.

What other matters have
required focus during 2023?

Roger: Reporting requirements continue to
put more pressure on our teams, particularly
around ESG. For example, the Corporate
Sustainability Reporting Directive (CSRD)
comes into force for us over the financial year
2024 and involves reporting on many more
data points. At ASML we are already fairly
advanced in our ESG reporting. Nonetheless,
several new disclosure requirements,
including data points, have been introduced,
and each of these require robust reporting,
targets and strategies, not just for next year
but also for the longer term. We have
developed the appropriate action plans to
close the approximately 900 gaps we
identified, and we track our progress
accurately and consistently. All of this means
a lot of work, not just for the enabling
functions, but for everybody in the business.
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Robust results in a challenging macro environment (continued)

In conversation with our Executive Vice President and Chief Financial Officer

Roger Dassen

Cybersecurity is another area that required
serious focus. We face two different kinds of
cyber and data security threats. We have
external exposure, where outside forces try
to penetrate our systems. This is continuous
warfare — as we increase our defenses, so
will our combatants — and we have done a
lot of good work on that front. As well as
making our lines of defense and detection
capabilities as strong as possible, we have
also continued to invest in how to counter
and mitigate the impact of a successful
penetration. Secondly, there is the internal
exposure — how do we ensure that
employees and others who have access to
our systems keep data only in a safe
environment, and do not export this data to

private devices or places that are not secure.

Our response has been to change our way of
working. For decades, ASML has thrived on
the notion of open innovation, but now we
have to conclude that this comes with risks
that have to be mitigated, and we have to
ensure that people only have access to
information that they need. Although this is
counter-cultural to an extent, everybody
understands that security is vital to the
company.

For 2024, we envisage a
transition year with revenue
broadly similar to 2023.”

Roger Dassen
Executive Vice President
and Chief Financial Officer

What’s the outlook for 2024
and beyond?

Roger: We believe that the market has now
reached the lowest point of the dip, and
although we cannot predict the exact nature
of the slope ahead, the recovery is nascent.
The longer-term trends are unmistakable —
artificial intelligence, electrification and the
energy transition are happening, and those
factors are underlined by the large number of
fabs that are set to open in the next couple
of years. All of these new fabs will need our
toals.

Amid these very encouraging signs, we are
looking at 2024 and 2025 as a whole and
making output plans for the combined
period. For 2024, we envisage a transition
year with 2024 revenue to be similar to 2023.
We will continue to be frugal, managing our
costs and cash while not compromising on
our capability and capacity for 2025, which
we see as a potentially strong growth year.
Our target capacity for 2025-2026 is 600
DUV and 90 EUV tools, and this is going to
place pressure on our supply chain.

STRATEGIC REPORT CORPORATE GOVERNANCE

41

One of our major projects for 2024 is to work
even more closely with our suppliers to help
them build the capacity to support our
growth.

For the first time in our history, during 2024
we will pre-build and create our own
inventory in order to prepare for the surge of
demand that we expect in 2025. We are
readying ourselves for the uptick — pre-
building tools, helping our new hires buy into
our culture, working with suppliers and
reshaping our functions, all while being
fiscally prudent and managing any fallout
from export restrictions.

We face the future with confidence, sure in
our technology and strategies, proud of our
ability to be a force for good in the world and
committed to meeting the increasing
demands that all our stakeholders — from
customers, suppliers and shareholders to
governments and wider society — place upon
us.
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Performance KPIs

The figures in the table below are based on US GAAP, as ASML measures its performance and externally reports quarterly to stakeholders in accordance with US GAAP.

Sales Profitability Liquidity

Total net sales Gross profit % of total net sales Cash and cash equivalents & short-term investments (year-end)

€27.6bn €14.1bn 51.3% €7.0bn

2022: €21.2bn 2022: €10.7bn 50.5% 2022: €7.4bn

Net system sales Income from operations Net cash provided by operating activities

€21.9bn €9.0bn 32.8% €5.4bn

2022: €15.4bn 2022: €6.5bn 30.7% 2022: €8.5bn

Net service and field option sales Net income Free cash flow?

€5.6bn €7.8bn 28.4% €3.2bn

2022: €5.7bn 2022: €5.6bn 26.6% 2022: €7.2bn

Sales of lithography systems (in units)’ Earnings per share

449 €19.91
2022: 345 2022: €14.14

EUV systems recognized (in units)

93

2022 40 1. Lithography systems do not include metrology and inspection systems.

2. Free cash flow is a non-GAAP measure and is defined as net cash provided by operating activities (2023: €5,443.4 million and 2022: €8,486.8 million) minus purchase of property, plant and
equipment (2023: €2,155.6 million and 2022: €1,281.8 million) and purchase of intangible assets (2023: €40.6 million and 2022: €37.5 million). We believe that free cash flow is an important
liquidity metric for our investors, reflecting cash that is available for acquisitions, to repay debt and to return money to our shareholders by means of dividends and share buybacks. Purchase of
property, plant and equipment and purchase of intangible assets are deducted from net cash provided by operating activities in calculating free cash flow because these payments are
necessary to support the maintenance and investments in our assets to maintain the current asset base.
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Performance KPIs (continued)

A reconciliation of net income in accordance with US
GAAP and EU-IFRS is set forth below:

Year ended December 31 (€, in

millions) 2022 2023
Net income in accordance with

US GAAP 5,624.2 7,839.0
Capitalization of development

expenditures and related

amortization, net of tax 499.4 553.9
Income tax on intercompany profit

elimination, share-based

payments and uncertain tax

positions 96.5 (102.0)
Short-term incentive accrual 175.7 (175.7)
Net income in accordance with

EU-IFRS 6,395.8 8,115.2

The Consolidated Financial Statements included in this
Annual Report are based on EU-IFRS, therefore, the
results of operations analysis set out in the remainder of
this section is based on EU-IFRS.

Operating results of 2023 compared to 2022
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Year ended December 31 (€, in millions) 2022 %' 2023 %! % Change
Net system sales 15,430.3 72.9 21,938.6 79.6 42.2
Net service and field option sales 5,7431 271 5,619.9 204 (2.1)
Total net sales 21,173.4 100.0 27,558.5 100.0 30.2
Cost of system sales (7,843.3) (37.0) (10,439.1) (37.9) 33.1

Cost of service and field option sales (2,817.4) (13.3) (3,345.0) (12.1) 18.7
Total cost of sales (10,660.7) (50.3)  (13,784.1) (50.0) 29.3
Gross profit 10,512.7 49.7 13,774.4 50.0 31.0
Research and development costs (2,282.1) (10.8) (3,113.1) (11.3) 36.4
Selling, general and administrative costs (909.6) (4.3) (1,149.4) (4.2 26.4
Operating income 7,321.0 34.6 9,511.9 345 29.9
Finance income 16.2 0.1 193.9 0.7 1,096.9
Finance costs (60.8) (0.3) (152.7) (0.6) 151.2

Income before income taxes 7,276.4 34.4 9,653.1 34.7 1.3
Income tax expense (1,018.6) (4.8 (1,629.2) (5.9 59.9
Income after income taxes 6,257.8 29.6 7,923.9 28.8 26.6

Profit (loss) related to investments in associates 138.0 0.7 191.3 0.7 38.6

Net income 6,395.8 30.2 8,115.2 294 26.9

1. As a percentage of total net sales.

Total net sales and gross profit

We achieved another record year in 2023, with total net
sales increasing by €6,385.1 million, or 30.2%, reflecting
an increase in net system sales of 42.2%, partially offset
by a decrease in net service and field option sales of
2.1% compared to 2022.

Revenue growth from Logic and Memory markets
(in millions)

2023 €15,984.7 [€5,958.9" €5,619.9 RS2IMSIS
2022 €9,977.6 [€5,452.7 €5,743.1 ESZAMNE

M Logic M Memory M Service and field options

Despite lower overall lithography tool utilization in 2023,
we saw strong demand in the Logic markets in support
of the digital transformation (5G, Al, VR, intelligent cloud
solutions, and simulation and visualization applications).
Logic is the largest consumer of our most advanced NXE
systems and also benefited from a catch-up in the
backlog of DUV orders to Chinese customers. The
revenue growth in the Memory market was less
pronounced due to historically low lithography tool
utilization levels. The latter and lower demand for
productivity enhancement packages negatively impacted
net service and field option sales.

Increase (decrease) on previous year

30.2%

Net sales

42.2%

Net system sales

(2.1)%

Net service and field option sales
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Performance KPIs (continued)

Increase in net sales driven by growth in NXE and
DUV immersion
(in millions)

€3,781 €157 €616
€2,079
e1173 < €124) €123

Net sales

2022 NXE ArFi - ArFdry  KrF & Metrology Service 2023

I-line and and
inspection  field
options

The increase in total net sales was primarily driven by
higher sales volumes for NXE and DUV immersion
systems as supply caught up with demand. In addition
there was increased DUV demand from China that was
previously unfulfilled due to supply constraints. Also the
timing of revenue recognition for DUV immersion fast
shipments is considered to be proven. We recognized
revenue for 53 EUV systems in 2023 compared with 40
EUV systems in 2022. Our system sales across our DUV
technologies increased from 305 units in 2022 to 396
units in 2023.

The decrease in net service and field option sales was
mainly driven by lower field upgrade sales due to lower
lithography tool utilization levels at our customers, and
customers delaying productivity enhancement packages
due to uncertainty around the timing of the market
recovery. This decrease is partially offset by higher
service sales, which continue to scale as a result of the
growing installed base of systems.

€27,559

Gross profit

(in millions)
€13,774
€10,513
49.7% 50.0%
2022 2023

Gross profit increased as a result of higher NXE and DUV
immersion sales volumes and improved profitability. The
gross margin increased from 49.7% in 2022 to 50.0% in
2023. This increase is mainly due to:

® alarger share of DUV immersion system sales
e lower inflationary effect on our business

partially offset by lower field upgrade sales.

Research and development costs

(in millions)
€3,113
€2,282
= 0.8%
2022 2023
M R&D costs % of net sales
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R&D investments of €3,980.7 million (2022: €3,253.5
million), are mainly comprised of R&D costs net of credits
(including net development costs not eligible for
capitalization) of €3,113.1 million (2022: €2,282.1 million)
and capitalization of development expenditures of €945.4
million (2022: €893.4 million). The increase in
investments in R&D investments across each of our EUV,
DUV and Applications programs, all support our holistic
lithography solutions. In 2023, R&D investments mainly
related to:

¢ Investments in the development of the NXE:3800E
system and further improving availability and
productivity of our EUV installed base systems.

e Investments in our next generation EUV 0.55 NA (High

NA) systems, to support future nodes for both Logic

and DRAM customers.

The introduction of our immersion system NXT:1980Fi

and the dry system XT:400M. Continued developments

for the next generation of scanners include NXT:2150i and

NXT:870B. In parallel, there were multiple developments

for productivity packages and new service models,

focusing on increasing ‘good wafers per day' in our
customers' installed base.

e Continued investment in e-beam inspection, e-beam
metrology and Yieldstar optical metrology. In addition,
securing our multibeam inspection roadmap and
continuously expanding our investment in the holistic
software applications space.

€3.1 billion

R&D costs

36.4%

Increase in R&D costs
on previous year
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Performance KPIs (continued)

Selling, general and administrative costs

SG&A costs increased by 26.4% from 2022 to 2023
largely due to an increase in the number of employees
and increased wage per FTE.

€1,149
€910
2022 2023

B SGB&A costs (€, in millions) % of net sales

Net income

Net income in 2023 amounted to €8,115.2 million, or
29.4% of total net sales, representing €20.61 basic net
income per ordinary share, compared with net income in
2022 of €6,395.8 million, or 30.2% of total net sales,
representing €16.08 basic net income per ordinary share.
The increase in basic net income per ordinary share is
mainly due to the higher net income, but also partially
driven by a decrease in the weighted average number of
outstanding shares resulting from our share buyback
program.

€20.61
€16.08
Income taxes 398
The effective tax rate (ETR) increased to 17.1% in 2023, S5
compared with 14.0% in 2022. The higher rate is mainly
driven by an increase in our provision for uncertain tax 2022 2023
positions, a reduction in US Foreign Derived Intangible B EPS (basic) @ Weighted avg. # of shares (in millons)

Income (FDII) deduction and a decrease in deferred tax
assets on intercompany eliminations.

€1,629
€1,019 17.1%
14.0%
2022 2023
M Income tax expense (€, in millions) ETR %

Read more in Consolidated Financial Statements - Notes to the
Consolidated Financial Statements - Note 21 Income taxes
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Performance KPIs (continued)

Cash flow analysis

We continue to invest heavily in our next-generation technologies in order to secure future growth opportunities which
require a significant cash investment in net working capital, capital expenditures and R&D.

We also continued our efforts to return cash to our shareholders through our dividends and share buyback program.

Year ended December 31 (€, in millions) 2022 2023
Cash and cash equivalents, beginning of period 6,951.8 7,268.3
Net cash provided by (used in) operating activities 9,434.9 6,536.2
Net cash provided by (used in) investing activities (1,922.0) (3,634.6)
Net cash provided by (used in) financing activities (7,198.3) (3,151.4)
Effect of changes in exchange rates on cash (8.1) (13.8)
Net increase (decrease) in cash and cash equivalents 316.5 (263.6)
Cash and cash equivalents, end of period 7,268.3 7,004.7
Short-term investments, end of period 107.7 5.4

Cash and cash equivalents and short-term investments 7,376.0 7,010.1

Net cash provided by (used in) operating activities

The decrease in net cash provided by operating activities of €2.9 billion compared with 2022 is mainly due to an
increase in inventory and a decrease in contract liabilities, as a result of extended payment terms granted to our
customers. This is partially offset by an increase in net income of €1.7 billion.

Net cash provided by (used in) investing activities

The increase in net cash used in investing activities of €1.7 billion compared to 2022 is mainly due to our continuous
cash investment in capital expenditures, which increased by €0.9 billion. Additionally, our loans issued increased by
€0.3 billion, and the net cash inflow from the purchase and maturity of short-term investments was €0.4 billion lower.

Net cash provided by (used in) financing activities

The decrease in net cash used in financing activities of €4.0 billion compared to 2022, is mainly due to a decrease in
shares purchased through our share buyback program, which decreased by €3.6 billion. Other drivers are the
temporary decrease of our total paid dividends of €0.2 billion due to a change from bi-annual to quarterly dividend
payments. Additionally, in 2023, we had net proceeds from issuances of notes of €1.0 billion (2022: €0.5 billion) and
we repaid an amount of €0.8 billion (2022: €0.5 billion) for a previously issued note that became due.

As of December 31, 2023, ASML has sufficient capital for the company’s present requirements.
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Long-term growth opportunities

Trend information

The semiconductor industry continues to work through
the bottom of the cycle. To prepare for the recovery, we
are looking at the combined demand for 2024 and 2025.
We view 2024 to be a transition year in preparation for
the expected strong demand in 2025. We continue to
make investments this year both in capacity ramp and
technology to be ready for the turn in the cycle.

Although our customers are still not certain about the
shape of the semiconductor market recovery in 2024,
there are some positive signs. Industry end-market
inventory levels continue to improve and litho tool
utilization levels are beginning to show improvement. Our
strong order intake in the fourth quarter of 2023

(€9.2 billion) clearly supports future demand. In spite of
the positive signs, we maintain our conservative view for
the total year and expect 2024 revenue to be similar to
2023. We also expect 2024 to be an important year to
prepare for significant growth that we expect for 2025.
We expect 2024 revenue to be similar to 2023.

We expect slightly lower Logic revenue in 2024 versus
2023 as customers digest capacity and utilization levels
improve.

For Memory, we currently expect revenue growth in 2024
versus 2023, primarily driven by DRAM technology node
transitions in support of advanced memory devices.

For EUV, we are expecting revenue growth in 2024.
Relative to 2023, we are expecting to recognize revenue
for a similar number of systems, however with a higher
average selling price from the NXE:3800E systems. In
addition, we expect the first revenue from High NA EUV
systems in 2024.

We expect our non-EUV business to be down in 2024,
primarily driven by lower immersion system sales, relative
to 2023.

Our net service and field option sales is expected to be
at a similar level of revenue as last year.

Total net sales for the first quarter of 2024 is guided
between €5.0 billion and €5.5 billion.

The trends discussed above are subject to risks and
uncertainties.

Read more in Forward-looking statements

STRATEGIC REPORT CORPORATE GOVERNANCE




ASML ANNUAL REPORT 2023

FINANCIAL PERFORMANCE CONTINUED

LLong-term growth opportunities (continued)

Outlook 2025 and 2030

This decade is all about distributed computing, bringing
the cloud closer to devices at the edge. Through
connectivity, computing power will be available to all of
us ‘on device’, enabling a connected world. These global
megatrends in the electronics industry, supported by a
highly profitable and fiercely innovative ecosystem, are
expected to continue to fuel growth across the
semiconductor market. This translates into increased
wafer demand at both advanced and mature nodes.

The continued push of countries around the globe for
technological sovereignty is expected to drive increased
capital intensity. This means that the industry is expected
to make significant investments in wafer capacity, with
increasing spend on lithography. The semiconductor end
markets, such as automotive, data centers, industrial and
consumer electronics, are expected to grow, and we
expect the total semiconductor market to grow around
9% year-on-year through 2030, fueling the strong
growth of our business based on an increased mix of
EUV, while the demand for DUV is expected to increase
across all wavelengths. To achieve this, we and our
supply chain partners are actively adding and improving
capacity to meet future customer demand.

At our November 2022 Investor Day, also known as
Capital Markets Day (CMD), we presented our long-term
growth opportunity for 2025 as well as 2030.

We plan to update our view in our next Investor Day
planned for November 14, 2024.

1. Source: Based on external market research firms

Based on the different market scenarios, we believe we
have an opportunity to reach annual sales of between
approximately €30 billion and €40 billion in 2025, with a
gross margin between approximately 54% and 56%.

Looking further ahead, for 2030 we believe we have an
opportunity to reach annual sales of between
approximately €44 billion and €60 billion, with a gross
margin between approximately 56% and 60%.

The anticipated growth in the future is largely market
driven in both advanced and mature markets, technology
(e.g., the energy transition, Al and die sizes) and
geopolitical and competition-driven growth.

Our sales potential is primarily based on assumed
organic growth. We continuously review our product
roadmap and have, from time to time, made focused
acquisitions or equity investments to enhance the
industrial synergy of our product offering. Based on such
reviews and the assessment of clear potential product
and value synergies, we may also evaluate and pursue
focused merger and acquisition activities in the future.
Within this growth ambition, we expect to continue to
return significant amounts of cash to our shareholders
through a combination of growing dividends and share
buybacks.

Read more in Our business strategy

Long-term models as presented at CMD2022
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Market

System units

High

CMD 2022 CMD 2022
Units ASML Units ASML
2025 2030

EUV High NA 0.55
EUV Low NA 0.33
ArFi (immersion)

Dry

Total

Low

CMD 2022
Units ASML' Units ASML

2025 2030

CMD 2022

EUV High NA 0.55
EUV Low NA 0.33
ArFi (immersion)

Dry

Total

1. M&l: Metrology and inspection.

Total sales opportunity (in €bn)

CMD 20221 CMD 2022

Sales SEIES
2025 2030
Systems
Installed Base
Management? : I
Total 40 60
CMD 2022 CMD 2022
Sales Sales
Systems

(Lithography & M&l")

Installed Base
Management?

Total

2. Installed Base Management equals our net service and field option sales.
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We use a robust enterprise risk management (ERM) framework to embed risk management into our
daily business activities and strategic planning.

Enterprise risk management

ASML's ERM framework is designed to enable a well-
defined governance structure and a robust ERM
process. The Risk and Business Assurance function
drives the ERM process and associated activities across
ASML. We follow a systematic approach to identify,
manage and monitor risks in pursuit of our business
objectives by setting standards and enabling
management to maintain and continuously improve our
governance, risk management, internal control and
compliance. The framework enables us to identify
opportunities to achieve our objectives and enable long-
term sustainable growth.

ERM is a continuous process. Its related activities are
periodically repeated to identify and address risks in a
timely fashion, and ensure outcomes are relevant for
effective decision-making. Our Head of Risk and
Business Assurance reports to the CFO and Audit
Committee and is responsible for leading the
development and maintenance of the ERM framework
and the implementation of the ERM process. We have
adopted the ISO 31000:2018 standard as the basis for
our ERM activities. In addition, the Head of Risk and
Business Assurance is responsible for leading the
security function and for developing and maintaining the
compliance process.

The purpose of risk management is to
maximize the probability of achieving
business objectives responsibly.”

Geert Beullens
Head of Risk and Business Assurance

Risk management governance structure

Supervisory Board Audit Committee
AN N

e Assertion on control effectiveness

Request to investigate e Bi-annual risk review

SPESIIE e KiDRIes e Risk topics feedback

v
Board of Management

e Quarterly progress reporting

Corporate Risk Committee (CRC) Disclosure Committee

Risk oversight Internal Control Committee

e Risk appetite

. . e Risk assessment results
¢ Risk management policy

® Risk response progress e Control effectiveness

e CRC sub committees
(governance) \/

® |ncidents
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How we manage risk (continued)

Supervisory Board and Audit Committee

The Supervisory Board (SB) provides independent
oversight of management’s response on critical risk
areas. The SBs Audit Committee provides independent
oversight of the ERM process and timely follow-up of
priority actions based on quarterly progress updates.

Board of Management

The Board of Management is responsible for managing
internal and external risks related to our business
activities and for ensuring we comply with applicable
laws and regulations.

Corporate Risk Committee

The Corporate Risk Committee (CRC) is the central risk
oversight body that reviews, manages and controls risks in
the ASML risk universe, including security. It also approves
the risk appetite, risk management policies and risk
mitigation strategies. The CRC is chaired by the CFO and
comprises senior management representatives across
ASML, including the CEO, COO and CSPO.

Disclosure Committee

The Disclosure Committee assists the Board of
Management in overseeing ASML'’s disclosure activities
and compliance with applicable disclosure requirements
arising under Dutch and US law, applicable stock
exchange regulations and other regulatory requirements.

Internal Control Committee

The Internal Control Committee, which includes
members of the Disclosure Committee, advises the
Disclosure Committee and the CEO and CFO in their
assessment of our internal control over financial reporting
and related disclosures, under section 404 of the
Sarbanes Oxley Act. The Chair of the Internal Control
Committee updates the Audit Committee, the CEO and
CFO on the progress of this assessment. The Chair also
includes this update in the Internal Control Committee’s
report to the Audit Committee.

Risk owners

Risk owners monitor the development of risks across the
ASML risk universe and drive risk response across ASML
according to requirements that are defined by the CRC.

ASML's risk management process
provides direction for adequate risk
and control measures for key risks.”

Roel Verstegen
Risk manager
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ASML risk universe

The ASML risk universe is a consolidated overview of the
risks that may have a material adverse impact on our
ability to achieve our business objectives. The risk
universe was updated in 2023 and consists of 32 risk
categories grouped into six risk types. The risk universe
allows us to have a consistent approach to risk
assessments across ASML.

We take into account a broad range of internal and
external information sources such as macroeconomic
and industry trends, relevant guidelines and legislation,
and stakeholders’ needs and expectations in all areas.
The risk universe is reviewed, updated and approved
annually, or more frequently when there are significant
internal and/or relevant external developments.

ASML risk universe

Strategy and products

¢ Industry cycle risk
e Geopolitical risk
¢ Climate change risk

¢ Business model risk
e Merger and
acquisition risk

Finance and Partners
reporting
¢ Business planning risk e Customer

¢ Financial risk dependency risk
¢ Shareholder activism risk ¢ Product/service
e Disclosure/external quality risk
reporting risk e Supplier strategy and

¢ Tax and customs risk performance risk
e Supply chain
disruption risk

Legal and compliance

e Contractual liability risk

¢ Violation of laws and regulations risk

e Competition risk

¢ Innovation risk

e Product
stewardship risk

People

e Knowledge
management risk

¢ Organizational
effectiveness risk

¢ Human resource risk

¢ Product roadmap

execution risk

¢ [ntellectual property

rights risk

Operations

Product

industrialization risk
Process effectiveness and
efficiency risk
Environment, health and
safety risk

Continuity of own
operation risk

Security risk

Information technology risk

Manufacturing and
install risk

¢ Violation of internal policies risk
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How we manage risk (continued)

Enterprise risk management process

The ERM process provides a holistic approach
combining both top-down (company-level) and bottom-
up (organization- and process-level) perspectives. This
helps us to identify, evaluate and manage risks at the
right level. We continuously seek to improve our ERM
process based on learnings, developments and best
practices.

Risk management process

The results of periodic risk assessments and the potential
impact of external trends and emerging risks are
captured in the ASML risk landscape. As we operate in a
dynamic environment, risk exposures are subject to
change. The ASML risk landscape is reviewed and
updated by the CRC each quarter. Risk assessments are
carried out to assess all risk events in ASML's risk
universe. We define strategies to address relevant risks
and take these into account when we define our
corporate priorities. Our risk responses aim to mitigate
risks to the level defined by the risk appetite.

Top-down risk assessment
Corporate Risk Committee/Risk owners/Emerging risks

Risk identification e
Risk analysis

Risk evaluation

=

&—osIanun ysiy—

Bottom-up risk assessment
Country/Sector

Risk
landscape

Coordination and follow-up
Risk owners

—> Risk appetite

A\

<

Risk treatment

——Reporting—>

Execution
Action owners

Risk appetite

Our risk appetite describes the level of risk we are willing
to accept to achieve our objectives. It depends on the
nature of the specific risk and is divided into five levels:
Averse, Prudent, Moderate, High and Extensive. Our
approach is geared toward mitigating risks to the level
defined in our risk appetite.

Risk appetite levels

Risk type Averse Prudent Moderate High Extensive

Strategy and products

Partners
People I
Operations I

Finance and reporting

Legal and compliance
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How we manage risk (continued)

The table below shows the main risks related to our strategy and includes examples of our responses:

Grow our holistic lithography business

Geopolitical tensions Geopolitical * Violation of laws and * Active engagement with authorities and governments
Geopolitical tensions and the strive for technological sovereignty may lead to a decoupled ecosystem and — in gom"ljemr']of‘ rsegu'a,tt'o”s e Scenario planning
longer term — overcapacity. Additional export restrictions have been imposed during 2023. There is a risk that d;ffpyﬁgnam . |Peﬁggé e Collaborate with peers in global advocacy
future trade restrictions (e.g. raw materials, technology, systems, investments) further limit our ability to source Continuity of own e HR e Optimize industrial footprint
parts and/or sell and service systems to certain customers. operations e Apply for export licenses
EUEEEs mest] e Comply with applicable regulations
Uncertain global economy Industry cycle * Competition e Cost control
Global economic conditions lead to uncertainty for semiconductor demand and therefore demand for our Business model * Supply chain e Maintain flexibility
. . . . Financial disruption . .
products. We have experienced order push-outs. The macroeconomic weakness continues into 2024 and e Scenario planning
duration is uncertain.
Pressure on innovation in ecosystem Innovation * IPrights ¢ Open innovation — sharing risk and reward
ASML’s strengths are based on the innovation power in our ecosystem and the ability to protect our IP. There is Broductroadmap SRCompEtiion e ntellectual property portfolio management
) , . L Supplier strategy e Security ) . o
a risk that we are not able to deliver on our technology roadmap. In addition, there is significant pressure on and performance e Patents and relevant technical publications monitoring
know-how and IP protection for ASML and its open innovation partners. We and our partners experience e Substantial investments in security
cyberattacks and other security threats. e Awareness and training programs
e Cyber defense capabilities
Growth challenges Manufacturingand ¢ Product ¢ Increase of manufacturing capabilities
The increasing demand in recent years is an opportunity for us that also brings challenges. While we are now facing install lisusilielZzien ¢ Cycle time reduction
. . . . . Supplier strategy e Process effectiveness .
uncertainty in customer demand outlook, we face challenges to increase production capacity in our end-to-end supply B o Product/service e Fast shipments
chain to meet future demand. This is amplified by supply chain constraints. In addition, hiring, onboarding and retaining HR quality e Supplier move rate support
our workforce in the competitive market is challenging. Our ability to attract people also depends on the government to e Secure unigue supply chain capabilities

accommodate them, e.g. by income tax policies and investments in appropriate infrastructure.

¢ Onboarding, retention and well-being program
e Shorten time to knowledge
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Strengthening ESG regulations and increasing stakeholder expectations

Stakeholders are increasingly focused on our contribution to society and expect us to minimize the environmental
and social impact of our products throughout all life-cycle stages. There is a risk that we fail in achieving our ESG
objectives. In addition, we are faced with increasing regulations and disclosure requirements (e.g. CSRD).

Climate change fueling extreme weather

Climate change contributes to increasing severity and frequency of extreme weather events (such as cyclones,
flood, fire stress, drought, excessive heat and precipitation, rising sea levels) that can impact continuity of our
operations and/or our supply chain.

Product
stewardship
EHS

Climate change

Continuity of
own operations
Supply chain
disruption

e Human resource
e Violation of laws
and regulations

e Stakeholder engagement and disclosures

¢ Deployment of ESG strategy in ASML & value chain

e Non-financial reporting in accordance with the Global
Reporting Initiative (GRI)

e Preparing for CSRD reporting requirements

e Deployment of business continuity plans
¢ Include extreme weather aspects in building upgrades
and new designs



ASML ANNUAL REPORT 2023 RISK CONTINUED

Risk factors

STRATEGIC REPORT CORPORATE GOVERNANCE

FINANCIALS

Many risks have the potential to impact our business. It is important to understand the nature of these risks.
We assess risks by using the ASML risk universe which comprises six risk types (Strategy and products,
Finance and reporting, Partners, People, Operations, Legal and compliance).

1. Strategy and products

Our future success depends on our ability to respond timely to commercial and technological

The risk factors in this section are
classified under these six risk types. Any
of these risks and the related events or
circumstances described therein may
have a material adverse effect on our
business, financial condition, results of
operations and reputation.

These risks are not the only ones that we
face. Some risks may not yet be known to
us, and certain risks that we do not
currently believe to be material could
become material in the future.

Many risks may be intensified by global
events such as interstate conflicts,
geopolitical tensions, inflation, industry
downturn, global measures (including
new regulations) taken in response to
these events and/or any worsening of the
associated global business and economic
conditions.

developments in the semiconductor industry

Risk category:
Business model, Innovation

Our success in developing new and enhancing existing technologies,
products and services, depends on a variety of factors. These include
the success of our and our suppliers’ R&D programs and the timely,
cost-effective and successful completion of product development and
design relative to competitors.

Our business will suffer if the technologies we pursue to assist our
customers in producing smaller and more energy-efficient chips are
not as effective as, or are more costly than, those developed by
competitors. Our business will also suffer if our customers do not
adopt technologies that we develop, or if they adopt new
technological architectures that are less focused on lithography
products.

The success of our EUV 0.55 NA (High NA) technology, which we
believe is critical for keeping pace with Moore’s Law, depends on
continuing technical advances by us and our suppliers. We invest
considerable financial resources to develop and introduce new and
enhanced technologies, products and service offerings. If we are
unsuccessful in developing (or if our customers do not adopt) these
technologies, products and service offerings such as EUV 0.55 NA
and multibeam inspection, or if alternative technologies or processes
are successfully introduced by others, our competitive position and
business may suffer.

We make significant investments in developing new products and
product enhancements and we may be unable to recoup some or all
of these investments. We may incur impairment charges on
capitalized technology including prototypes or incur costs related to
inventory obsolescence, as a result of technological changes. Such
costs may increase as the complexity of technology increases. Due to
the highly complex nature and costs of our systems, including newer
technologies, our customers may purchase existing technology
systems rather than new leading-edge systems, or they may delay
their investment in new technology systems to the extent that such
investment is not economical or required, given their product cycles.

Global economic conditions affect our customers’ investment
decisions and lead to uncertainties in the timing around the
introduction of and demand for new leading-edge systems. Some of
our customers have experienced and may continue to experience
delays in implementing their product roadmaps. This increases the
risk of slowing down the overall transition period (or cadence) for the
introduction of new nodes, and therefore new systems.

We also depend on our suppliers to maintain their development
roadmaps to enable us to introduce new technologies in a timely
manner. If they are unable to keep pace, whether due to
technological factors, lack of financial resources or otherwise, we may
not meet our development roadmaps.

The success of new product introductions is

uncertain and depends on our ability to
successfully execute our R&D programs

Risk category:
Product roadmap execution, Innovation

As our lithography systems and applications have become
increasingly complex, the cost and time to develop new products
and technologies have increased and we expect this trend to
continue. In particular, developing new technology, such as EUV
0.55 NA (High NA) and multibeam, requires significant R&D
investments by us and our suppliers.

Our suppliers may not be able or willing to invest the resources
necessary to continue the (co-) development of new technologies to
the extent that such investments are necessary. This has resulted
and may continue to result in ASML contributing funds to such R&D
programs or limiting the R&D investments that we can undertake.
Furthermore, if our R&D programs are not successful in developing
the desired new technology on time or at all, we may be
unsuccessful in introducing new products and unable to recoup our
R&D investments. In case of high levels of customer demand, we
may prioritize our resources toward increasing production over R&D
programs.
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We face intense competition

Risk category:
Competition

The semiconductor equipment industry is highly competitive. Our
competitiveness depends on our ability to develop new and
enhanced lithography equipment, related applications and services
that bring value to our customers and are competitively priced and
introduced on a timely basis — as well as our ability to protect and
defend our intellectual property, trade secrets or other proprietary
information.

We compete primarily with Canon and Nikon in respect of DUV
systems. Both Canon and Nikon have substantial financial
resources and broad patent portfolios. Each continues to offer
products that compete directly with our DUV systems, which may
impact our sales or business. In addition, adverse market
conditions, long-term overcapacity or a decrease in the value of the
Japanese yen in relation to the euro could increase price-based
competition, resulting in lower prices and lower sales and margins.

We also face competition from new competitors with substantial
financial resources, as well as from competitors driven by the
ambition of self-sufficiency in the geopolitical context. Furthermore,
we face competition from alternative technological solutions or
semiconductor manufacturing processes.

We also compete with providers of applications that support or
enhance complex patterning solutions, such as Applied Materials
Inc. and KLA-Tencor Corporation. These applications effectively
compete with our Applications offering, which is a significant part of
our business.

The semiconductor industry can be cyclical and we

may be adversely affected by any downturn

Risk category:
Industry cycle risk

The semiconductor industry has historically been cyclical. As a
supplier to the global semiconductor industry, we are subject to the
industry’s business cycles. The timing, duration and volatility are
difficult to predict and can have a significant impact on
semiconductor manufacturers including ASML. Newer entrants to the
industry, including Chinese semiconductor manufacturers, could
increase the risk of cyclicality in the future. Certain key end-market
customers — Logic and Memory — exhibit different levels of cyclicality
and different business cycles. Cyclicality may be worsened by the
geopolitical situation if countries increase semiconductor capacity for
higher levels of self-sufficiency, thereby creating global overcapacity.

Sales of our lithography systems, services and other holistic
lithography products depend in large part on the level of capital
expenditures by semiconductor manufacturers. These in turn are
influenced by industry cycles, the drive for technological sovereignty
and a range of competitive and market factors, including
semiconductor industry conditions and prospects. The timing and
magnitude of capital expenditures of our customers also impact the
available production capacity of the industry to produce chips, which
can lead to imbalances in the supply and demand of chips.
Reductions or delays in capital expenditures by our customers, or
incorrect assumptions by us about our customers’ capital
expenditures, could adversely impact our business.

In addition, industry trends that are positively impacting our business,
such as increasing capital expenditures by our customers, may not
continue. We have experienced changes in timing of orders from
certain customers, and while we currently have significant backlog
and therefore such timing changes have not impacted sales, we are
subject to uncertainty in future customer demand. The current global
economic environment, including inflation and high interest rates,
contribute to this uncertainty. Our ability to maintain profitability in an
industry downturn will depend substantially on whether we are able to
lower our costs to break-even level. If sales decrease significantly as a
result of an industry downturn and we are unable to adjust our costs
over the same period, and if down payments need to be returned, our
net income may decline significantly or we may suffer losses.

As we have significantly increased our organization in terms of
employees, infrastructure, manufacturing capacity and other areas,
we may not be able to adjust our costs adequately in a timely manner
in the event of an industry downturn.

An uncertain global economy frequently leads to reduced consumer
and business spending, and could cause our customers to decrease,
cancel or delay their orders. High interest rates and volatility in
financial markets could make it more difficult for our customers to
raise capital, whether debt or equity, to finance their purchases of
equipment, including the products we sell. The foregoing could lead
to reduced demand, which may adversely affect our product sales
and revenues and may harm our business and operating results.

If we are unable to adapt appropriately and in a timely manner to
changes resulting from difficult macroeconomic conditions, our
business, financial condition or results of operations may be materially
and adversely affected.

We derive most of our revenues from the sale of
a relatively small number of products

Risk category:
Business model

We derive most of our revenues from the sale of a relatively small
number of lithography systems (449 units in 2023 and 345 units in
2022). As a result, the timing of shipments, including any delays,
and recognition of system sales for a particular reporting period
from a small number of systems, with an increase in sales prices,
may have a material adverse effect on our business, financial
condition and results of operations in that period. In recent years,
we have used fast shipments for some customers, which allows us
to deliver systems more quickly to customers by having some final
testing and formal acceptance carried out on customer sites instead
of at our own facilities. In general, this leads to a delay of revenue
recognition for those shipments until formal customer acceptance,
which can impact comparability of our results of operations from
quarter to quarter.

In addition, we may not be able to increase installed base revenues
to the extent we planned, as, for example, customers may perform
more of these services themselves, find other third-party suppliers
to provide them or we may be limited by national security
restrictions.
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Risk factors (continued)

1. Strategy and products (continued)

Failure to adequately protect intellectual property could harm our business

Risk category:
Intellectual property rights

We rely on intellectual property (IP) rights such as patents and
copyrights to protect our proprietary technology. However, we face
the risk that such protective measures could prove inadequate and
we could suffer material harm because, among other matters:

¢ |P laws may not sufficiently support our proprietary rights or may
change adversely in the future.

e QOur agreements (e.g. confidentiality, licensing) with our
customers, employees and technology development partners
and others to protect our IP may not be sufficient or may be
breached or terminated.

e Patent rights may not be granted or interpreted as we expect;

e Patent rights will expire, which may result in key technology
becoming widely available that may harm our competitive
position.

* The steps we take to prevent misappropriation or infringement of
our proprietary rights may not be successful.

e |P rights and trade secrets are difficult to enforce in countries
where the application and enforcement of the laws governing
such rights may not have reached the same level compared with
other jurisdictions where we operate.

e Third parties may be able to develop or obtain patents for our
own or for similar competing technology.

Legal proceedings may be necessary to enforce our IP rights and the
validity and scope may be challenged by others. Any such
proceedings may result in substantial costs and diversion of
management resources, and, if unfavorable decisions are made,
could result in significant costs or have a significant impact on our
business.

We have experienced and may in the future experience
misappropriation attacks by third parties or our employees, including
theft of intellectual property. Such incidents may result in third parties
or others, without authorization, obtaining, copying, using or
disclosing our intellectual property, despite our efforts to protect
them.

Defending against intellectual property claims brought by others

could harm our business

Risk category:
Intellectual property rights

In the course of our business, we have been and are subject to
claims by third parties alleging that our products or processes
infringe upon their IP. If successful, such claims could limit or
prohibit us from developing our technology, manufacturing and
selling our products.

Our customers or suppliers may also be subject to claims of
infingement from third parties, including patent holder companies,
alleging that our products used by such customers in the
manufacturing of semiconductor products and/or the processes
relating to the use of our products infringe on one or more patents
issued to such third parties. If such claims are successful, we could
be required to indemnify our customers for some or all of any losses
incurred or damages assessed against them as a result of such
infringement.

We may incur substantial licensing or settlement costs to settle
claims or to potentially strengthen or expand our IP rights or limit
our exposure to IP claims of third parties.

Patent litigation is complex and may extend for a protracted period
of time, giving rise to the potential for substantial costs and
diverting the attention of key management and technical personnel.
Potential adverse outcomes from patent litigation may include
payment of significant monetary damages, injunctive relief
prohibiting our manufacturing, exporting or selling of products,
reputational damage and/or settlement involving significant costs to
be paid by us.
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Risk factors (continued)

1. Strategy and products (continued)

We are exposed to economic, geopolitical and other developments

in our international operations

Risk category:
Geopolitical

Geopolitical tensions may result in export control restrictions, trade
sanctions, tariffs and more generally international trade regulations
which may impact our ability to deliver our systems, technology,
and services. Our ability to deliver technology in certain countries
such as China has been and continues to be impacted by our ability
to obtain required licenses and approvals. Our business involves the
sale of systems and services to customers in a number of countries,
including China, and includes technologies that may be the subject
of increased export regulations or policies. We are required under
Dutch regulations and other applicable legislation to obtain licenses
for the export of certain technologies. In some cases, such licenses
have not been granted or renewed. For example, at the end of
2023, the Dutch government partially revoked a license for
shipment of NXT:2050i and NXT:2100i systems, impacting a small
number of customers in China. Following recent changes in the
Dutch regulations, advanced DUV-immersion is also now subject to
license requirement. The US government has enacted trade
measures, including national security regulations and restrictions on
conducting business with certain Chinese entities, restricting our
ability to provide certain products and services to such entities
without a license. The list of Chinese entities impacted by export
control restrictions has increased since 2022, with the recently
updated additional export controls on semiconductor manufacturing
items imposing license requirements on the sale / transfer of US
origin items as well as on the support by US persons on non-US
origin items destined for certain fabs in China working on advanced
node ICs. The list of restricted customers and the scope of the
restrictions are subject to change. These and further developments
in multilateral and bilateral treaties, national regulation, and trade,
national security and investment policies and practices have
affected and may further affect our business, and the businesses of
our suppliers and customers. For example, the ability to obtain US
licenses to authorize employees

with foreign nationalities to work in programs that include controlled
US items has been reduced over the last couple of years. Such
developments, including the drive for technological sovereignty,
could also lead to long-term changes in global trade, competition
and technology supply chains, which could adversely affect our
business and growth prospects. Customers in China represented
26.3% of our 2023 total net sales. The semiconductor industry
makes use of (raw) materials that are controlled by certain countries.
In the current geopolitical context, we see an increasing risk
exposure that these materials may become unavailable or restricted,
which could impact our suppliers, our customers and ASML.
Interstate conflicts and/or nationalization of ASML assets can also
impact our business. For example, some of our facilities and supply
chain and customers are located in Taiwan. Customers in Taiwan
represented 29.3% of our 2023 total net sales and 38.2% of our
2022 total net sales. Taiwan has a unique international political
status. Changes in relations between Taiwan and China, Taiwanese
government policies and other factors affecting Taiwan'’s political,
economic or social environment could, for example, impact our
ability to service our customers in Taiwan. Furthermore, certain of
our facilities as well as our supply chain and customers are located
in South Korea. Customers in South Korea represented 25.2% of
our 2023 total net sales and 28.6% of our 2022 total net sales. In
addition, there are tensions with the Democratic People’s Republic
of Korea (North Korea). A worsening of relations between those
countries or the outbreak of war on the Korean Peninsula could
impact our ability to service customers. A small percentage of our
suppliers and customers as well as our customer support
organization is based in Israel. There are tensions in this region that
have resulted and may continue to result in violence and/or the
outbreak of war that could impact our business.

We may be unable to make desirable acquisitions or to integrate successfully

any businesses we acquire

Risk category:
Mergers and acquisitions

From time to time, we may acquire businesses or technologies to
complement, enhance or expand our current business or products
or that might offer us growth opportunities. Any such acquisitions
could lead to failure to achieve our financial or strategic objectives or
our ability to perform as we plan or disrupt our ongoing business
and adversely impact our results of operations. Our ability to
complete such transactions may be hindered by a number of
factors, including potential difficulties in obtaining government
approvals, for example, anti-trust and/or inbound and outbound
foreign direct investment approval processes.

Any acquisition could pose risks related to the integration of the new
business or technology with our existing business and organization.
We may not be able to achieve the benefits we expect from an
acquisition investment. Such transactions may also strain our
managerial and operational resources and the challenge of
managing new operations may divert our management from day-to-
day operations. Furthermore, we may be unable to retain key
personnel from acquired businesses or we may have difficulty
integrating employees, business systems and technology. The
controls, processes and procedures of acquired businesses may
also not adequately ensure compliance with laws and regulations,
and we may fail to identify compliance issues or liabilities.

In connection with acquisitions, antitrust and national security
regulators have and may in the future impose conditions, including
requirements to divest assets or other conditions that could make it
difficult for us to integrate the businesses that we acquire.
Furthermore, we may have difficulty in obtaining, or be unable to
obtain, antitrust and national security clearances, which could
inhibit future desired acquisitions.

As a result of acquisitions, we have recorded a significant amount
of goodwill and intangible assets. Accounting standards require
periodic review of these assets for indicators of impairment. If one
or more indicators of impairment are found to exist, then valuation
of the related asset could change and may incur impairment
charges.
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We may not be able to achieve our ESG objectives or adapt and respond timely to emerging ESG

expectations and regulations

Risk category:
Climate change, Product stewardship

Companies across all industries are facing increasing scrutiny of
their ESG policies and practices. Investors, capital providers,
shareholder advocacy groups, market participants, customers and
other stakeholders are increasingly focused on ESG practices and
ESG matters. In particular, within the semiconductor industry, there
is a focus on contribution to society and minimizing environmental
and social impacts of products throughout all life-cycle stages.
Failure to achieve our ESG objectives, meet the emerging ESG
expectations of our stakeholders and/or respond in a timely way to
enhanced regulations, reporting and disclosure obligations could
negatively affect our brand and reputation and impede our ability to
recruit or retain employees, which may adversely affect our
operations.

Climate change contributes to increasing severity and frequency of
extreme weather events, rising sea levels and droughts that can
impact continuity of our operations and/or our supply chain. Climate
change concerns and the potential environmental impact of climate
change have and may result in new laws and regulations that affect
us, our suppliers and our customers. Such laws or regulations could
cause us to incur additional direct costs for compliance, as well as
increased indirect costs resulting from our value chain. Furthermore,
the ability to improve our product-related environmental
performance (such as energy efficiency) may be affected by the
complexity of our technology and products. In order to meet our
ESG goals and requirements, we are dependent on our suppliers
and their ability to reduce their ecological footprints. In addition, we
are dependent on our customers and/or our customers may not be
satisfied with our progress, which can impact demand.

A global trend to transition to a lower-carbon economy has resulted
in increased regulations that could lead to technology restrictions,
modification of product designs, an increase in energy prices and
energy or carbon taxes, restrictions on pollution, remediation
measures, or other requirements that could impact our business
and increase our costs. A variety of regulatory developments have
been introduced that focus on restricting or managing carbon and
GHG emissions. This could result in a need to redesign products
and/or purchase at higher costs new equipment or materials with
lower carbon footprints. We publish disclosures on ESG matters
relating to our business and our partners as required by applicable
regulations and guidance and other data which may not be required
but which we nonetheless elect to disclose.

Such disclosures include statements based on our ESG goals,
expectations and assumptions, including forecasts about costs and
future circumstances, which may prove to be incorrect. In addition,
our ESG sustainability strategy may not deliver the intended results,
and our estimates concerning feasibility, timing and cost of meeting
stated goals are subject to risks and uncertainties. This could result
in us not meeting our goals on expected timing or at all. ESG
disclosure requirements are increasing and authorities have
proposed disclosure requirements on ESG matters which differ from
the requirements that we are currently subject to. We face risks in
complying with such regulations, including the risk of complying
with requirements in different jurisdictions, costs associated with
such compliance and potential liability in the event that our ESG
disclosures prove incorrect.
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Risk factors (continued)

2. Finance and reporting

We are exposed to financial risks including liquidity risk, interest rate risk, credit risk,

foreign exchange risk and inflation

Risk category:
Financial

As a global company, we are exposed to a variety of financial risks,
including those related to liquidity, interest rates, credit, foreign
exchange and inflation.

Liquidity risk

Negative developments in our business or global capital markets
could affect our ability to meet our financial obligations or to raise or
refinance debt in the capital or loan markets. In addition, we might
be unable to repatriate cash from a country when needed for use
elsewhere due to legal restrictions or required formalities.

Interest rate risk

Our Eurobonds bear interest at fixed rates. Our cash, investments
and credit facilities bear interest at a floating rate. Failure to
effectively hedge this risk could impact our financial condition and
results of operation. In addition, we could experience an increase in
borrowing costs due to a ratings downgrade (or the expectation of a
downgrade), developments in capital and lending markets or
developments in our businesses.

Counterparty credit risk

We are exposed to credit risk, particularly with respect to financial
counterparties with whom we hold our cash and investments as well
as our customers. As a result of our limited number of customers,
credit risk on our receivables is concentrated. Our three largest
customers (based on total net sales) accounted for €3,718.8 million,
or 64.4% of accounts receivable and finance receivables at
December 31, 2023 compared with €5,252.8 million, or 78.6%, at
December 31, 2022. Accordingly, business failure or insolvency of
one of our main customers could result in significant credit losses.

Currency risk

Our Financial Statements are expressed in euros. Accordingly, our
results of operations are exposed to fluctuations in exchange rates
between the euro and other currencies. Changes in currency
exchange rates can result in losses in our Financial Statements. We
are particularly exposed to fluctuations in the exchange rates
between the US dollar and the euro, and to a lesser extent to the
Japanese yen, the South Korean won, the Taiwanese dollar and the
Chinese yuan, in relation to the euro. We incur costs of sales
predominantly in euros, with portions also denominated in US and
Taiwanese dollars. A small portion of our operating results are driven
by movements in currencies other than the euro, US dollar,
Japanese yen, South Korean won, Taiwanese dollar or Chinese
yuan.

Inflation risk

We are exposed to increases in costs due to inflation for costs of
goods, transportation and wages, which may impact our
profitability. We are experiencing higher-than-normal inflation, which
impacts our costs and margins to the extent that we are not able to
pass on increased costs in our prices.
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Risk factors (continued)

Our success is highly dependent on the performance of a limited number of critical suppliers

of single-source key components

Risk category:

Supply chain disruption, Supplier strategy and performance

We rely on outside vendors for components and subassemblies
used in our systems, including the design thereof. These
components and subassemblies are obtained from a single supplier
or a limited number of suppliers. As our business has grown, our
dependence on single suppliers or a limited number of suppliers has
grown. The highly specialized nature of many of our components,
particularly for EUV systems, means it is not economical to source
from more than one supplier. In many cases, our sourcing strategy
prescribes ‘single sourcing, dual competence’. Our reliance on a
limited group of suppliers involves several risks, including a potential
inability to obtain an adequate supply of required components or
subassemblies in time and at acceptable costs, and reduced
control over pricing and quality. Delays in supply of these
components and subassemblies could occur due to disruptions
experienced by our suppliers for reasons including work stoppages,
fire, energy shortages, pandemic outbreaks, flooding, cyberattacks,
blockades, sabotage or other disasters, natural or otherwise. This
could lead to delays in delivery of our products, which could impact
our business. For example, certain of our suppliers experienced
disruptions in their operations as a result of material shortages and
cyberattacks. Consistent delays or prolonged inability to obtain
adequate deliveries of components or subassemblies, or any other
circumstance that requires us to seek alternative sources of supply,
could significantly hinder our ability to deliver our products in a
timely manner. This could damage relationships with our customers
and materially impact our business.

The number of lithography systems we are able to produce is
limited by the production capacity of one of our key suppliers, Carl
Zeiss SMT, is our sole supplier of lenses, mirrors, illuminators,
collectors and other critical optical components (which we refer to
as optics). We have an exclusive arrangement with Carl Zeiss SMT.
If this supplier became unable to maintain and increase production
levels, we could be unable to fulfill orders. This could have a material
impact on our business and damage relationships with our
customers. Furthermore, if Carl Zeiss SMT were to terminate its
supply relationship with us or be unable to maintain production of
optics over a prolonged period, we would effectively cease to be
able to conduct our business.

From time to time, we experience supply constraints which can
impact our production. In 2023, we were impacted by delays and
shortages in our supply chain, resulting in a late start on the
assembly of a number of systems. We and our suppliers are
investing in additional capacity to meet the demand. However,
increasing capacity takes time, and we may be unable to meet the
full demand of our customers for a few years. Further, we face the
risk that demand may decrease, which could result in overcapacity
and loss of investment in increasing capacity. In addition, most of
our key suppliers, including Carl Zeiss SMT, have a limited number
of manufacturing facilities, the disruption of which may significantly
and adversely affect our production capacity.

Lead times in obtaining components have increased as our
products have become more complex. A failure by us to adequately
predict demand for our systems, or any delays in the shipment of
components, can result in insufficient supply of components. This
could lead to delays in delivery of our systems and could limit our
ability to react quickly to changing market conditions. Conversely, a
failure to predict demand could lead to excess and obsolete
inventory.

We are also dependent on suppliers to develop new models and
products to meet our development roadmaps. If our suppliers do
not meet our requirements or timetable in product development, our
business could suffer.
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3. Partners (continued)

A high percentage of net sales is derived from

a few customers

Risk category:
Customer dependency

Historically, we have sold a substantial number of lithography
systems to a limited number of customers. Customer concentration
can increase because of continuing consolidation in the
semiconductor manufacturing industry. In addition, although the
applications part of our halistic lithography solutions constitutes an
increasing portion of our revenue, a significant portion of those
customers are the same customers as those for our systems.
Consequently, while the identity of our largest customers may vary
from year to year, sales may remain concentrated among relatively
few customers in any particular year.

The recognized total net sales to our largest customer amounted to
€8,772.9 million, or 31.8% of total net sales in 2023, compared with
7,046.9 million, or 33.3% of total net sales in 2022. In 2023, 53.9%
of total net sales were made to two customers. The loss of any
significant customer or any significant reduction or delay in orders
by such a customer may have a material adverse effect on our
business, financial condition and results of operations.

4. People
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Our business and future success depend on our ability to manage the growth of our organization and attract and retain a sufficient number of adequately

educated and skilled employees

Risk category:

Human resources, Knowledge management, Organizational effectiveness

Our business success depends significantly on our ability to attract
and retain employees, including a large number of highly qualified
professionals. Competition for talent is intense and has intensified in
recent years. Continuing to attract sufficient numbers of qualified
employees to meet our growing needs will remain a challenge. Our
business has grown significantly and the risk of not being able to
attract, onboard and retain qualified personnel increases as our
business grows.

Our R&D programs require a large number of qualified employees. If
we are unable to attract sufficient numbers of such employees, this
could affect our ability to conduct R&D on a timely basis. The loss of
key employees for unexpected reasons such as resignation or long-
term iliness is also a risk.

As a result of the uniqueness and complexity of our technology,
qualified engineers capable of working on our systems are scarce and
generally not available from other industries or companies. We invest
a significant amount in educating and training our employees to work
on our systems and their retention is a critical success factor for us.

The increasing complexity of our products results in a longer learning
curve for new and existing employees and suppliers. Our suppliers
face similar risks in attracting and retaining qualified employees,
including those in connection with programs that will support our R&D
programs and technology developments. If our suppliers are unable
to attract and retain qualified employees, this could impact our R&D
programs or delivery of components to us.

Our organization has grown significantly in recent years. We may be
unable to effectively manage, monitor and control our employees,
facilities, operations and other resources. Our rapid growth driven
by strong customer demand has put pressure on our organization
and employee well-being. This may negatively impact the efficiency
of our operations, our ability to comply with laws and regulations
and our reputation as an employer.
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We may face challenges in managing the industrialization of our products and bringing them

to high-volume production

Risk category:
Product industrialization

Bringing our products to high-volume production at a value-based
price and in a cost-effective manner depends on our ability to
manage the industrialization of our products and to manage costs.
Customer adoption of our products depends on the performance of
our products in the field. As our products become more complex,
we face an increasing risk that products may not meet development
milestones or specifications and may not perform according to
specifications, including quality standards. If our products do not
perform according to specifications and performance criteria, or if
quality or performance issues arise, this may result in additional
costs and reduced demand for our products. Our customers may
not be able to meet planned wafer capacity.

Transitioning newly developed products to full-scale production
requires the expansion of infrastructure, including enhancing
manufacturing capabilities, increasing the supply of components
and training qualified personnel. It may also require our suppliers to
expand their infrastructure capabilities. If we or our suppliers are
unable to expand infrastructure as necessary, we may be unable to
introduce new technologies, products or product enhancements, or
to reach high-volume production of newly developed products on a
timely basis or at all.

When we are successful in industrializing new products, it can take
years to reach profitable margins. New technologies might not have
the same margins as existing technologies, and we might not be
able to adjust value-based pricing and/or cost in an effective
manner. In addition, the introduction of new technologies, products
or product enhancements also impacts ASML's liquidity. New
products may have higher cycle times, resulting in increased
working capital needs. As our products become more complex, the
investments needed before new product introduction and the timing
of revenue recognition of these products may have a significant
negative effect on our cost structure and margins.

The capability, capacity and costs associated with providing the
required customer support to cover the increasing number of
shipments and service a growing number of EUV systems that are
operational in the field could affect the timing of shipments. It could
also impact the efficient execution of maintenance, servicing and
upgrades, which are key to our systems continuing to achieve the
required productivity.

We are dependent on the continued operation of a limited number

of manufacturing facilities

Risk category:
Continuity of own operation

All of our manufacturing activities, including subassembly, final
assembly and system testing, take place in (cleanroom) facilities in
Veldhoven, Oirschot (the Netherlands), Berlin (Germany), Wilton, San
Diego (US), Pyeongtaek (South Korea), and Linkou and Tainan
(Taiwan). These facilities may be subject to disruption for reasons
including work stoppages, fire, energy shortages, pandemic
outbreaks, flooding, cyberattacks, blockages, sabotage or other
disasters, natural or otherwise. We cannot be sure that alternative
production capacity would be available if a major disruption were to
occur.

We are not able to fully insure our risk exposure and not all
disasters are insurable. As a result, we may be subject to the
financial impact of uninsured losses, which could have an adverse
impact on our financial condition and results of operations.
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Risk factors (continued)

5. Operations (continued)

We face challenges to meet demand

Risk category:

Manufacturing and install, Human resources, Supplier strategy and performance

In recent years, we have experienced significant demand across all
our market segments and product portfolio. This high level of
demand brings challenges. We have and are continuing to increase
production capacity in our end-to-end supply chain to meet
demand, but we face challenges in increasing capacity. For
example, we depend on our suppliers increasing their capacity and
their ability to invest, and it takes time to build the production space
and equipment required for expansion. We and our supply chain
also need to obtain permits to make expansion possible, and the
time it takes for these to be granted may cause delays.

It is a challenge for ASML and its suppliers to hire and retain
employees to support expansion. Our processes and systems and
that of our supply chain may also not be able to adequately support
our growth. If we are not successful in increasing our capacity to
meet demand, this could impact our relationships with customers
and our competitive position. The increased demand and resultant
supply constraints that we are continuing to experience lead to
longer lead times for customers. This could result in customers
changing their sourcing strategy to become less dependent on
ASML, impacting our market share in certain product offerings.

Our operations expose us to health, safety and
environment risks

Risk category:
Environment, health and safety

Hazardous substances are used in the production and operation of
our products and systems. Their use subjects us to a variety of
governmental regulations relating to environmental protection and
employee and product health and safety. This includes the
transport, use, storage, discharge, handling, emission, generation,
and disposal of toxic or other hazardous substances. In addition,
operating our systems (which use lasers and other potentially
hazardous systems) can be dangerous and can result in injury.
Failure to comply with regulations could result in harm to people and
environment. Substantial fines could be imposed on us, as well as
suspension of production, alteration of our manufacturing and
assembly and test processes, damage to our reputation and/or
restrictions on our operations or sale or other adverse
consequences.

Additionally, our products have become increasingly complex. This
requires us to invest in ongoing risk assessments and development
of appropriate preventative and protective measures for health and
safety for both our employees (in connection with the production
and installation of our systems and field options and performance
of our services) and our customers’ employees (in connection with
the operation of our systems). Our health and safety practices may
not be effective in mitigating all health and safety risks. Failure to
comply with applicable regulations, or the failure of our
implemented practices for customer and employee health and
safety, could subject us to significant liabilities.
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5. Operations (continued)

Cybersecurity and other security incidents, or disruptions in our processes or information technology

systems, could materially adversely affect our business operations

Risk category:

Security, Information technology, Process effectiveness and efficiency

We rely on the accuracy, availability and security of our information
technology (IT) systems. Despite the measures that we have
implemented, including those related to cybersecurity, our systems
could be breached or damaged by malware and systems attacks,
natural or man-made incidents, disasters or unauthorized physical
or electronic access. We have experienced some of these incidents
in the past.

We are experiencing an increasing number of cyberattacks on our
IT systems as well as the IT systems of our suppliers, customers
and other service providers, whose systems we do not control.
These attacks include malicious software (malware), attempts and
acts to gain unauthorized access to data, and other electronic and
physical security breaches of our IT systems. They also include the
IT systems of our suppliers, customers and other service providers
that have led and could lead to disruptions in critical systems,
unauthorized release, misappropriation, corruption, or loss of data
or confidential information (including confidential information relating
to our customers, employees and suppliers).

Further, we depend on our employees and the employees of our
suppliers to appropriately handle confidential and sensitive data and
deploy our IT resources in a safe and secure manner that does not
expose our network systems to security breaches or the loss of
data. Inadvertent disclosure, actions or malfeasance by our
employees, those of our suppliers or other third parties have
resulted and may in the future result in a loss or misappropriation of
data or a breach or interruption of our IT systems. This could result
in competitive harm and violate export controls and other laws and
regulations which could result in fines and penalties, business
disruption, reputational harm and additional regulatory scrutiny or
export control measures.

Any system failure, accident or security breach could result in
business disruption, theft of our intellectual property or trade
secrets, unauthorized access to, or disclosure of, customer,
personnel, supplier or other confidential information, corruption of
our data or of our systems, reputational damage or litigation and
violation of applicable laws.

Furthermore, malware may harm our systems and software and
could be inadvertently transmitted to our customers’ systems and
operations. This could result in loss of customers, litigation,
regulatory investigation and proceedings that could expose us to
civil or criminal liabilities and diversion of significant management
attention and resources to remedy the damages that result. We
may also incur significant costs to protect against or repair the
damage caused by these disruptions or security breaches,
including, for example, rebuilding internal systems, implementing
additional threat protection measures, providing modifications to
our products and services, defending against litigation, responding
to regulatory inquiries or actions, paying damages, or taking other
remedial steps with respect to third parties. Further, remediation
efforts may not be successful and could result in interruptions,
delays or cessation of service, unfavorable publicity, damage to our
reputation, customer allegations of breach-of-contract, possible
litigation and loss of existing or potential customers that may
impede our sales or other critical functions.

Cybersecurity threats are constantly evolving. We remain potentially
vulnerable to additional known or as yet unknown threats, as in
some instances, we and our customers, partners and suppliers
may be unaware of an incident or its magnitude and effects.

We also face the risk that we could unintentionally expose our
customers to cybersecurity attacks through the systems we deliver
to them, including in the form of malware or other types of attacks,
which could harm our customers.

Overall, cybersecurity incidents have not had a material impact on
our results of operations. However, ASML's visibility and importance
for the semiconductor industry continues to increase. There is a risk
that this may lead to actions that may adversely impact the security
of ASML or the safety of its employees.

In addition, processes and systems may not be able to adequately
support the growth that we have experienced in recent years and
continue to experience. From time to time, we implement updates
to our IT systems and software which can disrupt or shut down our
[T systems. We may not be able to successfully launch and
integrate IT systems as planned without disruption to our
operations.

Read more in How we manage risk and ESG integrated
governance
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6. Legal and compliance

We are subject to regulatory and compliance obligations in the various countries where we operate
and as our business grows ensuring compliance becomes more challenging

Risk category:
Violation of laws and regulations

We are subject to a variety of laws and regulations across the
jurisdictions where we operate, including those relating to trade,
national security, tax, export controls, reporting, product
compliance, anti-corruption, antitrust, ESG, human rights, data
protection, spatial planning and environmental matters. With the
significant growth of our business in recent years, including an
increase in our sales, operations, workforce and infrastructure,
ensuring compliance with laws and regulations and our internal
policies across our continually expanding organization has become
more challenging. We face the risk that, despite our significant
efforts and proactive approach to compliance, we may fail to
comply with such laws, regulations or policies.

As a result of our expanding international operations, we operate in
a significant and growing number of countries in the world, and we
are therefore subject to numerous and differing, and sometimes
competing, regulatory frameworks, which can impact how we
operate our business. In particular, the trade and national security
regulatory environment has become increasingly restrictive, and as
a result, our ability to sell some of our products and services to
certain customers has been subject to restrictions, delays in
shipments due to a requirement to obtain permits, and a prohibition
on shipments of products to certain customers.

Laws and regulations that impact our business are regularly
amended and we are subject to new laws and regulations, including
in response to changing global geopolitical dynamics. We are also
subject to the changing interpretations and positioning of regulators,
including in the granting of required licenses to ship products as well
as in investigations and enforcement. Additional or amended
regulations or changes in policies of governments and regulators
could increase compliance costs and risks associated with non-
compliance or further limit our ability to sell our products and
services in certain jurisdictions.

We are subject to investigations, audits and reviews by regulatory
authorities in the various jurisdictions where we operate regarding
compliance with laws and regulations, including tax laws. These
may arise due to misunderstandings, disputes, or suspicions of
non-compliance or otherwise, and can be resource-intensive and
have reputational and financial implications for us. Despite our
efforts and proactive compliance program, we may be found to be
non-compliant with applicable regulations.

Compliance with existing and new regulations can result in
compliance costs, increased risk of non-compliance and limitations
on our business which can impact our results of operations. The
consequences of non-compliance include fines, penalties and
litigation, as well as business disruption, the loss of trade or export
privileges, reputational harm, additional regulatory scrutiny
measures and the erosion of stakeholder trust, which could have a
material adverse impact on our business and results of operations.

Changes in taxation could affect our future profitability

Risk category:
Tax and customs

We are subject to income taxes in the Netherlands and other
countries in which we are active. Our effective tax rate has
fluctuated in the past and may fluctuate in the future.

Changes in our business environment can affect our effective tax
rate. The same applies to changes in tax legislation in the countries
where we operate, together with developments driven by global
organizations such as the Organization for Economic Co-operation
and Development (OECD), as well as any change in approach to tax
by tax authorities. These initiatives have already resulted in and may
result in further increased compliance obligations for ASML.
Additionally, this may result in an increase in our effective tax rate in
future years.

Changes in tax legislation may adversely impact our tax position
and consequently our net income. Our worldwide effective tax rate
is heavily impacted by R&D incentives included in tax laws and
regulations in the countries where we operate. Examples include
the so-called innovation box in the Netherlands and the R&D
credits we obtain in the US. If jurisdictions alter their tax policies/
laws in this respect, it may have an adverse effect on our worldwide
effective tax rate. In addition, jurisdictions levy corporate income tax
at different rates. The mix of our sales over the various jurisdictions
in which we operate may vary from year to year, resulting in a
different mix of corporate income tax rates applicable to our profits.
This can also affect our worldwide effective tax rate and impact our
net income.
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Risk factors (continued)

7. Other risk factors

Restrictions on shareholder rights may dilute

voting power

We may not declare cash dividends, conduct share buyback programs or cancel shares at all or in any

particular amounts in any given year

ASML's Articles of Association provide that it is subject to the
provisions of Dutch law applicable to large corporations, called
‘structuurregime’. These provisions concentrate control of certain
corporate decisions and transactions in the hands of the
Supervisory Board. As a result, holders of ordinary shares may have
more difficulty in protecting their interests in the face of actions by
members of the Supervisory Board than if we were not subject to
the ‘structuurregime’.

Our authorized share capital includes a class of cumulative
preference shares. We have granted our preference shares
foundation (Stichting Preferente Aandelen ASML), an option to
acquire, at the nominal value of €0.09 per share, such cumulative
preference shares. Exercise of the preference share option would
effectively dilute the voting power of our outstanding ordinary shares
by one-half, which may discourage or significantly impede a third
party from acquiring a majority of our voting shares.

We aim to pay a quarterly dividend that is growing (on an annualized
basis) over time, and we conduct share buybacks from time to time.
The dividend proposal, amount of share buybacks and cancellation
of shares in any given year is subject to the availability of distributable
profits, retained earnings and cash. It may also be affected by,
among other factors, the Board of Management’s views on our
potential future liquidity requirements, including for investments in
production capacity and working capital requirements, the funding of
our R&D programs and for acquisition opportunities that may arise
from time to time, and by future changes in applicable tax and
corporate laws (for example plans of the Dutch government to tax
share buy backs).

The Board of Management may decide not to pay a dividend or to
pay a lower dividend and may suspend, adjust the amount of or
discontinue share buyback programs, or we may otherwise fail to
complete buyback programs.
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Why is ESG sustainability s
Q such an important topic for
ASML?
Christophe: ESG sustainability is a key
challenge for all companies because itis a
challenge for the world in general. In our
personal lives as well as our working lives,

everybody is increasingly aware of how ourl"

actions impact the world beyond our
immediate horizons. Almost everything we
do at ASML - from how we design and
deliver solutions to the technologies our
products enable for the end users of
technology — can affect the environment or
society.

For us, ESG susStainability is a real competitive
advantage andiwe embrace it wholeheartedly.”

Christophe D. Fouquet

-
s

here | think ASML is different to other
panies lies in how we are working to
nage that impact. Our ESG sustainability

- strategy is now established and driving

ogress toward more inclusive and
tainable growth for all. As Chief Business
Officer, I'm responsible for this strategy at
Board level, and | work closely with the total
organization to make sure it delivers on its
promises.

Our core belief is that ESG sustainability is
not a fluffy nice-to-have attribute or
something you do with reluctance because
of regulation. For us, ESG sustainability is a
real competitive advantage and we embrace
it wholeheartedly. It powers our innovation
mindset because it underpins diversity and
inclusion, and it forms the structure against
which we can measure our impact on the
world.

Executive Vice President and Chief Business Officer

On November 30, 2023, the Supervisory Board of ASML announced its intention to appoint Christophe Fouquet, currently
ASML’s Chief Business Officer and member of the Board of Management, as the company’s next President and Chief
Executive Officer. The appointment is subject to notification of the Annual General Meeting of shareholders on April 24, 2024.

petitive advantage

In conversation with our Executive Vice President and Chief Business Officer
Christophe D. Fouquet on hiﬁonsibility for the ESG sustainability strategy

What are the main aims of

the ESG sustainability

strategy?
Christophe: We provide comprehensive
details on how we aim to deliver on our ESG
sustainability commitments, as on page 69,
but its main objectives can be broken down
into the three E, S and G areas. Regarding
the Environment, we are working to reduce
the environmental footprint of our operations
and supply chain as well as the
environmental impacts of our products and
services. In the Social arena, we aim to have
positive impact by providing an attractive
workplace, ensuring a responsible supply
chain, supporting an innovation ecosystem
and being a valued partner in our
communities. And looking at Governance,
we take an integrated, responsible approach
that considers the needs of all our
stakeholders.
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Christophe: Our environmental
commitment is clear and
unequivocal: We e
our target of net zero scope 1 anc

2 emissions by 2025. We have also
committed to achieving net zero
emissions in our supply cha
2030, and with our customers by
2040. The question is no longer
about where we want to
how fast we can get there. Is it
possible to do more and go even
faster? That is an area where our &
teams are work

on our own emissions, and also
with our s and customers.
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Developing our competitive advantage (continued)

In conversation with our Executive Vice President and Chief Business Officer
Christophe D. Fouquet on his responsibility for the ESG sustainability strategy

Diversity is a true strength of ours as well as
one of the key challenges we are addressing
through the social element of the strategy.
Our success springs from innovation and
teamwork delivered by very effective, high-
performing people. We believe that it is vital
to have people who look at things differently
—who come from different backgrounds,
cultures and experiences. Although 144
different countries are represented in our
workforce, there is an opportunity to be even
more diverse. But we can only hire a diverse
set of employees if education systems
across the world provide them. When only
around 25% of STEM

Christophe D. Fouquet
Executive Vice President and Chief Business Officer

students are women, it is difficult to have a
higher percentage in the business. This is
why we engage so deeply with educational
institutions — not only high schools and
universities but also primary schools —
because we need to show young children
that a career in science and technology is a
good and realistic option.

From a governance perspective,
transparency and responsibility around our
governance capability are non-negotiable.
We are fully committed to complying with
laws and regulations and are focused on
internalizing upcoming legislation, such as

the Corporate Sustainability Reporting
Directive (CSRD), which is phased in from
the start of 2024 and raises the bar on ESG
matters. But it is important to emphasize that
we see ESG as far more than a compliance
topic — we regard it as the right thing to do to
secure the long-term success of our
company. Our ESG sustainability activities
are right for the people who work for us, right
for everyone in our ecosystem and right for
everybody on the planet.

Does the semiconductor
industry have a positive or
negative influence on the
environment?

Christophe: | think our industry is on the
positive side of the equation, because the
benefits of the technologies, products and
services we enable far outweigh the
negatives.

Of course, you can’t ignore the fact that
double-digit growth for many years has led
to an increase in the semiconductor
industry’s environmental footprint. Energy
consumption by fabs and server farms is
significant, and this adds to the energy used
by the everyday electronics we all depend
on. So at first glance our industry has a
negative impact on the environment. On the
other hand, semiconductors are essential to
many of the technologies that aim to reduce
energy consumption and emissions, such as
electrification, smart grids and the whole
energy transition. For example, smart grids
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cannot exist without microprocessor-based
measurement, control and switching.

As an industry leader, we're keen to share
our expertise and use our influence to
persuade our peers and our ecosystem to
focus on sustainability. WWe were one of the
founding members of the Semiconductor
Climate Consortium (SCC) of the industry
body SEMI, and we take part in many
conferences every year. We also regularly
engage with our customers, suppliers and
others to identify ways to further reduce the
industry’s emissions. We not only talk with
our suppliers about how they can do this,
but also walk alongside them and give them
realistic incentives to improve their
environmental performance. For customers,
ASML’s EUV systems already use 30-40%
less energy per wafer pass than they did five
years ago, and we plan to improve this by
another 30-35% by 2025.

Q How important are ASML’s
people to the company’s
success?

Christophe: Our vision is to enable ground-

breaking technology to solve some of

humanity’s toughest challenges. We
empower our people to deliver that vision by
ensuring they are proud to work with us and
engaged with our ambitions.

One of the reasons why talented individuals
choose to work at ASML is because they

want to make a positive contribution to the
world. They want more than a career — they

want to help develop solutions that will
ultimately transform everything from
healthcare and transport to how humanity
combats climate change.

We help them achieve those broad aims in
many different ways. For example, we are
ramping up our Community Partnership
Program and aim to spend €2,500 per
employee per year by 2025 on community
projects that support education, inclusivity
and ESG innovation as well as very practical
initiatives that address local needs, such as
the lack of housing in the Veldhoven area,
close to our headquarters. Our teams
worldwide are similarly energized in
identifying opportunities where we can make
a difference.

Q How would you sum up
ASML’s commitment to ESG
sustainability?
Christophe: ASML has a big responsibility
to lead the way on ESG sustainability. Not
long ago, we were the biggest company that
nobody had ever heard of. That’s very
different now, and with increased profile
comes increased responsibility. People look
up to us — so, by becoming role models on
issues such as reducing our environmental
footprint or increasing our diversity and
inclusivity, we can inspire others to make
good progress themselves.
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To be a sustainability leader, we must drive progress toward a sustainable society. This means enabling ground-breaking
technology that solves some of humanity’s toughest challenges.

Our contribution to a digital,
sustainable future

Increasing digitalization can pave the way to a society
that is more environmentally and socially sustainable
for everyone. The large-scale digitalization that is
required to achieve a sustainable future relies on the
semiconductor industry’s ability to produce faster,
more powerful microchips that are energy-efficient
and affordable. Together with our partners, we
provide the patterning solutions that can help make
this possible. The benefits our industry brings come at
a cost, including energy and resource use. We are
committed to innovating and investing to enable our
company and the industry as a whole to reduce these
and other negative impacts.

Our core
strategy

Our
commitments

Our
key themes

Our vision is to enable ground-breaking technology that solves some of humanity’s toughest challenges

Grow our holistic
lithography business >

Environmental

Read more on page 74 >

We want to help drive expanding computing
power while minimizing waste, energy use and
emissions. Our focus on energy efficiency and

climate action, and the circular economy, is

fundamental to achieving this goal.

Energy efficiency
and climate action

page 75 >

Circular economy
page 90 >

Secure unique supply chain capabilities
to ensure business continuity

Social

Read more on page 103 >

We also want to deliver responsible growth that
benefits all our stakeholders - to provide an
attractive workplace for all, build a responsible
supply chain, fuel innovation in our ecosystem
and be a valued partner to communities.

Attractive workplace for Responsible supply chain
Ell page 125 >
page 106 >

Innovation ecosystem
page 136 >

Valued partner
in our communities

page 145 >

3 Move toward adjacent
> business opportunities

Deliver on our ESG
> sustainability
commitments

Governance

Read more on page 154 >

As a foundation, we commit to act
on our responsibilities and anchor
them across our entire business through
integrated governance, engaged
stakeholders and transparent reporting.

ESG Integrated
governance

page 155 >

Engaged
stakeholders
page 36 >

Transparent reporting
page 173 >

Our ESG sustainability strategy is underpinned by targets which are detailed across the following pages
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Our material ESG sustainability topics

To create long-term value for our stakeholders, we focus our strategy
on the sustainability topics where we can have the greatest impact.

Why it matters

Environmental, social and governance (ESG) topics have
become increasingly important to our customers, employees,
suppliers, shareholders and society. We aim to respond
to the continuously evolving needs of our stakeholders in
the best way with our ESG sustainability strategy.

How we’re managing
our impact

When we act sustainably as a business, it benefits
everyone. We want to grow our company and increase
our positive impact while minimizing our negative impacts
on the environment and people. We do this by focusing
on the ESG sustainability topics where we can have the
biggest impact. For these so-called material topics, we
define policies, targets and actions, and disclose progress
against them in our ESG sustainability reporting.

Environmental - \We want to continue to expand
computing power but with minimal waste, energy
use and emissions. Our focus is on energy efficiency
and climate action, and the transition to a circular
economy.

Social — We want to ensure responsible growth that
benefits all stakeholders — to provide an attractive
workplace for all, build a responsible supply chain, fuel
innovation in our ecosystems and be a valued partner
to communities.

Governance - \We want to anchor our responsibilities
in the way we do business through integrated
governance, engaged stakeholders and transparent
reporting.

We update our material topics annually using insights
from ongoing stakeholder engagement, developments
within ASML and the evolving context in which we
operate.

In 2023, a double materiality assessment was conducted
as input for the ESG sustainability strategy and in
preparation for the CSRD requirements that are currently
being phased in.

Double materiality reflects the following: (1) our most
significant impacts on people and the environment, and
(2) the most significant sustainability-related risks and
opportunities affecting our value drivers, competitive
position and long-term shareholder value creation.

We used the 'impact’ part of this assessment to
determine the material topics for this Annual Report, in
line with GRI (Global Reporting Initiative) requirements.
Our process for determining impact materiality can be
summarized in four steps, as shown on the right of this
page. The assessment identified three new topics for
20283: Pollution of air, training and development, and
quality of life.
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How we identified our material topics

Step 1: Understand the context

|dentifying affected stakeholders and users of
sustainability information is the foundation of our
materiality assessment process. We identify five
relevant stakeholder groups: customers, employees,
suppliers, shareholders and society. We continually
engage with these groups to understand their
concerns and how their interests may be impacted.
This engagement informs improvement actions and
feedback on performance and progress.

Read more in Our business model - Engaging with our
stakeholders

Step 3: Assess the significance of the impacts

ASML subject matter experts assess the materiality of
negative impacts based on scale, scope and irremediable
character, also referred to as severity. In case of potential
impacts, likelihood is considered. The materiality of positive
impacts is assessed based on scale and scope, and, in
case of potential impacts, likelihood. For potential negative
human-rights-related impacts, severity takes precedence
over likelihood.

Step 2: Identify sustainability matters and impacts

We use the insights gained from stakeholder
engagement and other relevant sources to identify
sustainability matters and impacts that are relevant to
us. This results in an overview that includes positive
and negative, actual and potential, and short-,
medium- and long-term impacts. The aim of the
overview is to cover all impacts that might be material,
considering our business activities and relationships
across our value chain.

Step 4: Prioritize the most significant impacts

The assessment results in a materiality score for each
impact, and we use these materiality scores to
determine thresholds for materiality. Thresholds are
determined separately for negative impacts and
positive impacts, as these cannot always be
compared. Impacts that meet the materiality threshold
are clustered into material sustainability matters.

The outcomes of the materiality assessment are used
to shape our strategy and targets, with the aim of
sustainable long-term value creation for all our
stakeholders. The Board of Management sets this
strategy.
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Material topics (positive or negative, actual or potential) which are considered material for 2023 based on the materiality assessment
Positive or negative impact

Material topic name

Material impacts
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Actual or potential impact

Impact area value chain

Please read more in

Energy Impact on climate change through energy use and GHG emissions from manufacturing, buildings,  Negative Actual Own operations Energy efficiency and climate
management & business travel and employee commuting action — Emissions from our
carbon footprint - own operations —
Operations Manufacturing and buildings
and Business travel and
commuting
Energy Impact on climate change through energy use and GHG emissions from purchased goods and Negative Actual Upstream — suppliers Energy efficiency and climate
management & services and logistics action — Emissions from our
carbon footprint - supply chain (including
Supply chain logistics)
Energy Impact on climate change through energy use and GHG emissions from use of our products at our Negative Actual Downstream — customers Energy efficiency and climate
management & customers action — Emissions from
carbon footprint - product use at our customers
Product use
Energy Impacts in the ICT industry and society through the use of our customers' products in all kinds of ~ Positive and negative Actual Downstream — beyond Energy efficiency and climate
management & applications that contribute to climate change or support climate change mitigation and adaptation customers action
carbon footprint -
Downstream
impact
Pollution of air Impacts on the environment through emission of nitrogen oxides (NOx), non-methane volatile Negative Actual Own operations Energy efficiency and climate
organic compounds (NMVOC) and hydrogen (H2) from manufacturing action — Emissions from our
own operations —
Manufacturing and buildings
Circular economy Impacts on the environment through resource use and waste related to systems, parts, toals, Negative Actual Own operations & customers Circular economy
packaging, real estate and non-product-related activities
Circular economy Impact on the transition to a regenerative and circular economy through the use of our customers' Positive and negative Actual Downstream — beyond Circular economy
products in all kinds of applications customers
Diversity Impact on employees by providing equal opportunities for all, including gender equality, fair Positive Actual Own operations Attractive workplace for all —

and inclusion

remuneration, measures against discrimination and harassment, and promotion of diversity and

inclusion

Inspiring a unified culture
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Our material ESG sustainability topics (continued)

Material topics (positive or negative, actual or potential) which are considered material for 2023 based on the materiality assessment (continued)
Actual or potential impact

Material topic name

Material impacts

Positive or negative impact
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Impact area value chain

Please read more in

Talent attraction, Impact on employees' well-being through labor conditions, including social protection, fair Positive Actual Own operations Attractive workplace —

employee remuneration practices, freedom of association and collective bargaining, and existence of works Providing the best employee

engagement councils experience

and retention

Training and skills Impact on employees’ well-being and careers by providing training and development opportunities  Positive Actual Own operations Attractive workplace —

development Providing the best employee
experience

Occupational Impacts on employee health, safety and well-being in case of incidents with hazardous substances Negative Potential Own operations Attractive workplace —

health and safety or systems and work-related pressure on physical and mental health Ensuring employee health and
safety and Providing the best
employee experience

Responsible Potential impacts on the environment and workers in the supply chain, including labor conditions,  Positive and negative Potential Upstream — suppliers Responsible supply chain

supply chain forced and child labor, and management of those impacts through product stewardship and

and product supply chain due diligence

stewardship

Innovation Impacts in society through supporting the innovation ecosystem and contributing to R&D, public —  Positive Actual Downstream — beyond Innovation ecosystem and

ecosystem private partnerships, academic, industry and other research, STEM education and ESG innovation customers Valued partner in our
communities

Community Impacts on local communities through job creation and pressure on housing, infrastructure, social  Positive and negative Actual Own operations Valued partner in our

engagement cohesion and access to talent communities

Quality of life Impacts on people’s well-being, health, safety and human rights through the use of technology in ~ Positive and negative Actual Downstream — beyond Responsible supply chain

all kinds of applications that affect quality of life

customers
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Contributing to the UN's Sustainable Development Goals

The UN’s 2030 Agenda for Sustainable Development provides a shared blueprint for peace and prosperity,

for people and planet, now and in the future.

Why it matters

The UN’s Sustainable Development Goals (SDGs)
represent the global sustainable development agenda
and inform public policy. As a responsible business, we
support the SDGs, and it is critical that we accelerate
action to play our part. Our ESG sustainability strategy
supports this ambition, focusing on the six SDGs where
we can contribute most. We also became a signatory to
the UN Global Compact in 2023.

How we’re managing our contribution

We contribute to SDG 4 (Quality education) by
developing our people and promoting lifelong learning
opportunities for the communities where we operate.
SDG 8 (Decent work and economic growth) is covered
by our commitment to provide an attractive workplace
that promotes sustained, inclusive growth, full and
productive employment, and decent work for all
throughout our supply chain, including protecting labor
rights and promoting a safe and secure working
environment for everyone. Our contribution to SDG 9
(Industry, innovation and infrastructure) is demonstrated
by our work to build a resilient ecosystem that fosters
innovation while promoting inclusive and sustainable
industrialization. We contribute to SDG 11 (Sustainable
cities and communities) by working with our community
outreach partners to make cities and human
settlements inclusive, safe, resilient and sustainable. We
contribute to SDG 12 (Responsible consumption and
production) via our circular economy work and our work
to achieve environmentally sound management of
chemicals and all wastes throughout their life cycles, in
accordance with agreed international frameworks. We
contribute to SDG 13 (Climate action) by promoting
energy efficiency and climate action across our value
chain.

sbc4 [N
Quality education §T]

Ensure inclusive and equitable quality education and promote lifelong
learning opportunities for all

Our contribution
— Attractive workplace for all Read more on page 106 >

— Valued partner in our communities Read more on page 145 >

SDG 8 [J=-Ch
Decent work and ¥
) 1]
economic growth

Promote sustained, inclusive and sustainable economic growth, full
and productive employment and decent work for all

Our contribution

— Attractive workplace for all Read more on page 106 >
— Responsible supply chain Read more on page 125 >

— ESG integrated governance Read more on page 155 >

SDG9 |+
Industry, innovation &
and infrastructure

SDG 11
Sustainable cities
and communities

Make cities and human settlements inclusive, safe, resilient and
sustainable

Our contribution
— Valued partner in our communities Read more on page 145 >

k| SDG 12
Responsible consumption
and production

Build resilient infrastructure, promote inclusive and sustainable
industrialization, and foster innovation

Our contribution
— Innovation ecosystem Read more on page 136 >

Ensure sustainable consumption and production patterns
Our contribution
— Circular economy Read more on page 90 >
— Responsible supply chain Read more on page 125 >
— ESG integrated governance Read more on page 155 >

13 SDG 13
“» 3 Climate action

Take urgent action to combat climate change and its impacts by
regulating emissions and promoting developments in renewable
energy

Our contribution
— Energy efficiency and climate action Read more on page 75 >
— Responsible supply chain Read more on page 125 >
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Environmental at a glance

We are committed to reducing the environmental footprint of our operations
and supply chain as well as the environmental impacts of our products and services.

ENVIRONMENTAL
Energy efficiency and climate action

75
79

83
84
85
90
93
94

96
98

Scope 1 and 2 emissions from our own
operations — Manufacturing and buildings
Scope 3 emissions from our own operations —
Business travel and commuting

Scope 3 emissions from our supply chain
(including logistics)

Scope 3 emissions from product use at our
customers

Circular economy

Prevent waste

Extend the lifetime of our products

Reuse resources

Recycle materials

Water management

Energy efficiency
and climate action
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We are working to reduce our carbon
footprint to achieve net zero emissions
across our value chain by 2040.

Broadening energy efficiency
efforts across our product
portfolio.

Circular economy

We aim to maximize the value of our systems, reusing resources as much as possible, while

Aiming for zero waste from operations to landfill or incineration by 2030.

minimizing waste, decoupling our growth from resource consumption, and recycling materials.
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Energy efficiency and climate action

We are working to reduce our carbon footprint to achieve net zero emissions

across our value chain by 2040.

IN THIS SECTION

78  Our overall performance in 2023

79  Scope 1 and 2 emissions from our own
operations — Manufacturing and buildings

83  Scope 3 emissions from our own operations —
Business travel and commuting
Scope 3 emissions from our supply chain
(including logistics)
Scope 3 emissions from product use at our
customers
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Why it matters

As the world turns to technology to help solve its pressing
challenges, our goal is to expand the availability of
computing power and data storage capability while reducing
the environmental footprint of our operations, our supply
chain, and from the use of our products and services.

The growing demand for enhanced chip functionality means
that the complexity and energy consumption of the overall
microchip patterning process is increasing. Aiming for net
zero emissions across our entire value chain by 2040 while
energy demand is increasing is a complex challenge that
can only be achieved by working closely with our partners,
suppliers, customers and other stakeholders.

Our ambition is to achieve carbon neutrality with net zero
emissions across our manufacturing and buildings
(scope 1 and 2) by 2025. With regard to scope 3, we aim
to achieve net zero emissions from business travel and
commuting (travel to and from work) by 2025, in our
supply chain (scope 3 upstream) by 2030, and from the
use of our products and services by customers (scope 3
downstream) by 2040.

CO,

35.1 kt

Scope 1 and 2
CO.,e emissions
(2025 target: net zero)

15.0 Mt

Scope 3
CO.,e emissions
(2040 target: net zero)

How we’re managing
our impact

Our goal is to reduce our climate impacts, working
closely together with our peers in the entire
semiconductor value chain — in our own operations
together with our suppliers, in our customers’ production
process and through reducing the energy used by
semiconductors in operation by enabling scaling.

Increasing energy efficiency is one of the key levers — our
efforts range from optimizing the technical installations in
our buildings to supplying more energy-efficient products
(in terms of energy spent per wafer exposure) to
customers. Other ways we are working to reduce our
GHG emissions include reducing business travel,
commuting more sustainably, using renewable electricity
and minimizing our use of natural gas by reusing waste
heat and electrification.

54

1.06 kt

Scope 3 CO.e
emissions intensity
(per €m gross profit)

(2025 target: 1.016)

0.55 kt

Net scope 3 CO.e
emissions intensity

(per €m revenue)

We measure our performance
in the following ways:

e Scope 1 and 2 CO.e emissions
e Scope 3 CO,e emissions
e Scope 3 CO,e emissions intensity (per €m
gross profit)
e Scope 3 CO,e emissions intensity (per €m revenue)
e NXE energy use per exposed wafer

Our environmental management system

We have implemented an environmental management
system (EMS) to monitor energy use and emissions
and improve performance and enhance efficiency
across our global operations. The EMS is integrated
into the overall environmental, health and safety (EHS)
management system operated by all ASML facilities.
This system was recertified for ISO 14001 (the
standard for environmental management systems) in
2023 and structured in accordance with ISO 45001
(the standard for occupational health and safety
management systems) requirements.

(4)
7.7 kWh

NXE energy use per

wafer pass
(NXE:3600D, measured in 2023)
(2025 target: 5.1 KWh)

&
%Uo-ol
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Energy efficiency and climate action (continued)

Our journey to net zero emissions in our value chain
We have set a target to achieve net zero emissions in our
value chain by 2040. Our approach to achieving this is
based on three principles:

The diagram below illustrates our journey to net zero emissions in our value chain:

1

Reduce energy use and innovate to achieve greater
energy efficiency by redesigning our assets, products
and processes.

Aim to lead the shift toward 100% credible,
renewable energy.

Compensate for residual emissions if no reasonable
other improvement actions are available.

We will need to work closely with our customers,
suppliers and partners to achieve the milestones in our
journey to net zero emissions in our value chain.

As part of our journey to net zero emissions, we are a
signatory to the Science Based Targets initiative (SBT)
and we currently have two SBTi-approved near-term
targets. These are:

e Reduction of 25.2% of our combined scope 1 and 2

emissions in 2025, compared to base year 2019,
without offsetting

e Reduction of 35.3% in scope 3 intensity (emissions per

unit of gross profit) in 2025 compared to 2019, without
offsetting

Emissions category How we will reach net zero emissions

2020 2025 2030 2035 2040 2045 2050
N ‘ '

o C e Reduce energy : :
f M e Use renewable g :

Q energy N : :

o Manufacturing e Compensate o Continue to drive :

O - - Z = 5
o and buildings ——— energy efficiency and :
J renewable energy ;

: >
N :
e Reduce energy
o
e Use renewable o
energy N
Business travel e Compensate -
and commuting cprifesatite
Global aim
for net zero
by 2050
Supply chain collaboration:

- [ . °|) pply o §

% rI1 ¢ Reduce energy S E :
3 Sourcing and e Use renewable energy g Continue to drive :

supply chain e Compensate emissions energy efficiency and :
renewable energy :
?

Semiconductor industry collaboration: 5

e | e Reduce energy dN)

Product use e Use renewable energy g

e Compensate emissions
V

2025

2025

2030

2040

Net zero scope 1 and 2 emissions
from manufacturing and buildings

We use natural gas resulting in direct emissions
(scope 1). In some parts of the world, we have
been unable as of yet to buy green electricity.
This results in local emissions caused by fossil
power plants (scope 2).

Net zero scope 3 emissions
from business travel and commuting

Emissions from employees traveling to our
customers, suppliers and other parts of ASML,
and from employees traveling to and from work.

Net zero scope 3 emissions

from our supply chain (including logistics)
A significant portion of our GHG emissions are
generated indirectly in our supply chain, as we
mainly assemble modules that we source from
suppliers. Parts and modules have to be
transported to us or our customers directly, and
our assembled systems are shipped from ASML
premises to customers. As today’s freight
logistics, especially air transportation, are still
carbon-intensive, a significant part of our supply
chain emissions stem from logistics (operated
by our logistics suppliers).

Net zero scope 3 emissions from product
use at our customers

The largest portion of our indirect emissions arises
during use of our systems at customers’ factories.
Our customers are not always able to use 100%
renewable electricity to run their business.
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We identify and assess the impact of climate-related
risks and opportunities using the assessment guidelines
of the Task Force on Climate-related Financial
Disclosures (TCFD).

Read more in our TCFD Recommendations - Climate-related
disclosure, available at asml.com

Alongside our efforts to lower our carbon footprint, we
are committed to using our innovations and digital
technologies to enable the wider semiconductor industry
to reduce its overall environmental footprint.

Our participation in the annual Carbon Disclosure Project
(CDP) assessment helps steer our environmental
initiatives. CDP runs the global disclosure system that

drives actions and transparency for environment impacts.

Our score in the most recent CDP Climate Change 2023
questionnaire was B, with C being the global average.
We continuously aim to improve and execute emissions
reduction plans throughout the value chain to achieve
our net zero commitment, aiming to maintain good
progress in fighting climate change and to be recognized
by the CDP in the A-list.

STRATEGIC REPORT CORPORATE GOVERNANCE

FINANCIALS 77

How semiconductors support climate action

While we measure and aim to reduce the impacts of our
operations, supply chain and product use, ASML’s climate
impacts extend far beyond these areas to include the
benefits and risks that our technology brings to society.

The technology pioneered by our R&D teams and
partners sits at the heart of global digitalization and has
the potential to transform how we all live and work. We
enable our customers to innovate the semiconductor
technologies that can help humanity manage its
challenges and seize opportunities by facilitating
sustainable living and mobility, accessible healthcare, food
security and the transition to renewable energy.

For example, semiconductors are harnessing,
converting, transferring and storing energy from
sources such as solar and wind power as electricity
and helping to ensure that national power grids are
both responsive and robust.

Mitigating climate change means reducing energy
demand by developing end-use applications that are
as energy efficient as possible. Digital technology can
help businesses and citizens cut energy consumption
and save money. Smart sensors can detect room
occupancy, allowing lights and heating to be switched
off and on automatically. Smartphone applications
make it possible for people to remotely control their
appliances or get from A to B through car-sharing,
ride-sharing or other demand-driven, flexible ways of
transportation. And as we transition away from fossil
fuels, electric vehicles will become the norm and will
require new, potentially diverse electronic solutions.

On the adverse side, we acknowledge the effects of
digital technologies that increase energy demand, such
as Al, loT, blockchain and cryptocurrency mining.
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Our overall performance in 2023
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Progress tracking

On track ®
Ongoing focus area B

Topic Target 2025 Performance indicator 2021 2022 2023 Status
. . Net zero Scope 1 — Direct emissions from fossil fuels in our operations (kt) 19.3 17.3 19.2 °
Climate action , P .
Net zero Scope 2 - Indirect emissions from energy consumption (kt) [market-based]? 20.1 20.8 15.9 °®
Net zero (2040) Scope 3 - Indirect emissions from total value chain (kt) 11,426.2 11,936.3 15,025.2 [
Co, Total footprint (in kt)! 11,465.6 11,974.4 15,060.3 n
No target Scope 3 CO,e emissions intensity (per €m revenue)® 0.61 0.56 0.55 n/a
1.016 Scope 3 CO,e emissions intensity (per €m gross profit)® 1.165 1.116 1.060 °
No target Reduction in GHG emissions from projects (kt) n/a 2.6 1.6 n/a
o 5.1 Products — NXE energy use per wafer pass (in kWh) 8.3 (NXE:3600D) 8.3 (NXE:3600D) 7.7 (NXE:3600D) [
Energy efficiency . . . .
No target Products — NXT energy use per wafer pass (in KWh)* 0.56 (NXT:1980E))  0.55 (NXT:2100i)  0.52 (NXT:1980Fi) n/a
No target Energy consumption (in TJ) 1,689 1,633 1,729 n/a
100 TJ Energy savings worldwide through projects (in TJ)° 12.7 31.7 47.3 °
100% Renewable electricity (of total electricity purchased) 92% 91% 91% [
(10)% Energy consumption (NXE) (reduction in % of baseline 2018 1.4 MW) (6)% (NXE:3600D) (6)% (NXE:3600D) (12)% (NXE:3600D) [
No target Throughput (in wph) (NXE) 160 (NXE:3600D) 160 (NXE:3600D) 160 (NXE:3600D) n/a
(60)% Energy use per wafer pass (NXE) (reduction in % of baseline 2018)° (85)% (NXE:3600D) (35)% (NXE:3600D) (40)% (NXE:3600D) [

1. The guidance from the GHG Protocol — the organization that provides widely used international standards for emissions reporting — is used for the calculation of the emission scope. Market-based conversion factors are used to calculate the scope 2 CO,e emissions in kt.

2. We report the market-based emissions after purchase of renewable electricity — the electricity is proven emission-free by tracking energy attribute certificates. ASML currently does not compensate any emissions, resulting in no differences between our gross and net emissions.

3. The 2023 figure includes nine months of actual data and three months of estimates. The 2022 figure has been adjusted with data for the entire year (11,900 kt best estimate in the 2022 Annual Report). The 2021 figure has been adjusted to report the exact figure instead of a rounded figure.
4. Since 2023, when we measure the energy efficiency of our DUV immersion and DUV dry systems, the laser is included within the measurement. The comparative figures have been revised.
5.1n 2021, we started a new master plan period for 2021-2025, with a target to achieve 100 TJ energy savings by the end of 2025. The savings reported are cumulated compared with the base year; therefore, they are not comparable between years.
6. The baseline figure of the NXE:3400B energy use per exposed wafer pass has been corrected, from 13.08 kWh to 12.8 kWh, due to an incorrect rounding being used in the past.

Read more in Non-financial statements — Non-financial indicators — Energy efficiency and climate action



ASML ANNUAL REPORT 2023

ENVIRONMENTAL CONTINUED

STRATEGIC REPORT CORPORATE GOVERNANCE

FINANCIALS

79

Energy efficiency and climate action (continued)
Scope 1 and 2 emissions from our own operations — Manufacturing and buildings

How we’re managing
our impact

Our targets and performance
in 2023

As we work toward net zero emissions in our value chain,
our most immediate task is to manage the climate
impacts of our own operations and buildings.

Scope 1 emissions comprise direct CO, emissions
from use of fossil fuels — mainly natural gas — in our
operations. The majority of natural gas consumption is
used for heating our buildings and for humidification of
our cleanrooms.

Scope 2 emissions arise from our purchased electricity,
which accounts for 80% of the energy we use at ASML.
Most of our electricity consumption relates to the
manufacturing of chipmaking equipment — assembly and
testing of lithography, metrology and inspection systems
— and maintaining consistent climate conditions such as
temperature, humidity and air quality.

We aim to achieve our targets for scope 1 and 2 by:

1 Reducing energy consumption

2 Using renewable energy

3 Compensating CO, emissions

Our target is to achieve net zero scope 1 and 2
emissions by 2025. This target exceeds the reductions
needed to limit global warming to 1.5°C. We report
market-based emissions after purchase of renewable
electricity — the electricity is proven emission-free by
tracking energy attribute certificates (EACs).

Despite an increase in our electricity and gas
consumption due to company growth of 30.2%, the
share of renewable electricity remained comparable to
2022 at around 91.4%.

For the third year in a row, our net scope 1 and 2 CO,
emissions have decreased — from 39.4 kt in 2021 and
38.1 kt in 2022 to 35.1 kt in 2023. This decrease in 2023
was due to a combination of business growth (2 kt) and
adding process CO, emissions (1 kt) to scope 1
reporting, consistent with reporting guidelines,
compensated by a 4.9 kt reduction in Taiwan following a
change in contract in 2022 to reduce our CO, (reduction
of CO, emission scope 2), and a 1.1 kt reduction due to
our energy savings master plan.

Our actions in 2023

1. Reducing energy consumption and use of natural gas

Our energy-saving master plan covers each of our five
largest industrial sites and includes over 80 projects. It
aims to reduce energy consumption through direct
annual savings of at least 100 TJ (or 5 kt CO,e). The
main components of the master plan are improving the
efficiency of our technical installations used for our
operation, and optimizing our portfolio by building new
offices that meet the latest green building standards,
such as BREEAM (Building Research Establishment
Environmental Assessment Method) in Europe, LEED
(Leadership in Energy and Environmental Design) in the
US or G-SEED (Green Standard for Energy and
Environmental Design) in South Korea. We are also
investing in renewable energy production at our sites.

Reducing our use of natural gas is a key objective. We
have a multi-year project to implement an energy grid to
reuse waste heat from our factories and offices on our
site in Veldhoven. The energy grid is a two-pipe loop that
makes waste heat available for heating in winter and
energy-efficient cooling in summer. Based on our plans,
we estimate that the use of natural gas in Veldhoven will
be reduced from around 4.9 million m3 to around 1.2
million m?3 in the next three to four years, driven by the
energy grid and other energy-saving measures.

As we grow as a company, we strive to optimize our real
estate portfolio because our buildings account for a
significant percentage of our scope 1 and 2 emissions.

When building new offices and manufacturing sites,

we seize the opportunity to make them sustainable,

and several of our existing buildings have been assessed
for performance against BREEAM guidelines. Two
additional buildings in the Netherlands achieved a
BREEAM 'Excellent’ rating in 2023: our logistic center
and one large office building. Five more buildings are in
the process of achieving a BREEAM 'Excellent' rating in
2024.

With an eye on future growth, our new campus in
Veldhoven is being designed with a strong focus on
sustainability. We are applying the latest building
sustainability standards to our real estate worldwide,
wherever possible. Besides the Netherlands, we have
projects ongoing in South Korea (G-SEED) and Taiwan
(LEED).
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Energy efficiency and climate action (continued)
Scope 1 and 2 emissions from our own operations — Manufacturing and buildings (continued)

Key projects in 2023

In 2023, as part of our energy savings master plan, we
executed key projects in the Netherlands, the US and
Taiwan which resulted in around 16 TJ annual energy
savings. The total energy savings delivered by projects
executed between 2021 and 2023 amounted to 47 TJ.
In 2023, if we include part of the savings realized by
projects started in 2022 and not accounted for in
2022, we realized savings of:

e 11 TJ per year through operationalizing systems of
the energy grid and implementing H, venting in two
manufacturing buildings in Veldhoven

e 3 TJ per year in Wilton by installing sand filters on
cooling towers

e 1 TJ in San Diego through the installation of solar
panels

e 1 TJ in Taiwan factories by optimizing the operation
of cooling installations and replacing ventilation
systems

The remaining 31 TJ is from savings realized by

projects executed in 2021 and 2022.

2. Using renewable energy

We are driving a shift to renewable energy by increasing
the share of direct green energy purchases (so-called
bundled renewable electricity) from renewable electricity
generated close to our premises. In the Netherlands, we
are in the third year of a 10-year purchase agreement for
green electricity for our installations. This enables us to
achieve our goal of using 100% renewable electricity in
the country. In 2023, 100% of the electricity used in our
US and Chinese facilities was also from renewable
sources.

In 2023, we managed to secure a long-term power
purchase agreement (PPA) in Taiwan. The contract will
be operational in 2024 and help us with our aim to
reduce our emissions, with 16 kt on a yearly basis as of
2025. We continue to face challenges in South Korea,
where there is little to no credible renewable electricity.

100%

of the electricity used in the EU, US and China
was from renewable sources

3. Compensating for CO, emissions

We aim to reduce energy consumption and use
renewable energy as much as possible. Where this is not
feasible, we intend to purchase voluntary emission
reduction certificates (VERS) no later than 2025.
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Promoting industry-wide collaboration to reduce GHG emissions across the value chain

Established in November 2022 with ASML as a
founding member, the Semiconductor Climate
Consortium aims to address the challenges of climate
change and speed up the industry’s efforts to reduce
GHG emissions throughout the value chain.

Founding members have affirmed their support of the
Paris Agreement and related accords driving the 1.5°C
pathway.

The consortium’s members are committed to working
toward the following pillars and objectives:

Transparency — Publicly report progress and scope
1, 2 and 3 emissions annually

Ambition — Set near- and long-term decarbonization
targets with the aim of reaching net zero emissions
by 2040

Collaboration — Align on common approaches,
technology innovations and communication channels
to continuously reduce GHG emissions

On September 20, 2023, the SCC published its first report
providing an in-depth analysis of the semiconductor value
chain’s carbon footprint and priority-ranked carbon emission
sources for the industry to address. The main takeaways
include:

1.Baseline of value chain emissions: Semiconductor
devices produced in 2021 have a lifetime CO2e
footprint of 500 Mt — 16% from supply chain, 21%
from manufacturing and 63% from device use.

2.Low-carbon energy is a key lever: Bold and decisive
investments in low-carbon energy sources can
address more than 80% of industry emissions primarily

by reducing the carbon footprint stemming from
electricity usage for semiconductor manufacturing
and for powering chips in electronics devices.

3.Investment and innovation to solve remaining 16%:
Reducing emissions from the supply chain and from
manufacturing process gases will require
considerable R&D, necessitating investments now.

4.Future manufacturing emissions scenarios: Current
government and company commitments will
substantially reduce manufacturing emissions, but
they are still forecasted to overshoot the carbon
budget for the 1.5°C pathway.

5.Dilemma of value chain emissions: Digital
technologies that require semiconductors play a
crucial role in reducing energy use and emissions
across industries while simultaneously adding to the
overall carbon footprint.

Read more at the Semiconductor Climate Consortium (SCC)
website
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Energy efficiency and climate action (continued)
Scope 1 and 2 emissions from our own operations — Manufacturing and buildings (continued)

Looking ahead

Our energy savings master plan will continue to provide
savings in 2024-2025. In 2024, we expect an
acceleration of the energy-saving projects in the five-year
energy master plan. These include installation of solar
panels in San Diego that are expected to lead to 8 TJ per
year savings in 2024, while the operationalization of the
energy grid and renovation of buildings in the
Netherlands are expected to lead to an additional 25 TJ
per year at the end of 2024. We believe that this will
enable us to achieve our target of 100 TJ (or 5 kt CO.e)
per year by 2025.

We have signed a five-year Corporate Power Purchase
Agreement (CPPA) in Taiwan with the aim of providing
our operations there with about 70% renewable
electricity in 2024. Since we do not use gas in Taiwan,
our ambition is to reach 100% renewable by the end of
2025. While the renewable electricity market in South
Korea is limited, we will continue to look for alternative
solutions to procure renewable energy in South Korea
and will use offsetting in case we are not able to reach
our net zero target.

In the coming years, we plan to expand the use of solar
panels on our sites in EMEA, the US and Asia. We aim to
have more than 20,000 solar panels on our roofs by
2025. This would give us a total energy saving of around
40 TJ per year and a total CO, emission reduction of
around 5 kt per year. This is equivalent to the energy use
of (on average) 3,900 households per year, taking 2,100
cars off the road or planting around 250,000 new trees
(around six trees for every ASML employee).

Lastly, we are working on a plan for compensating our
emissions to reach net zero scope 1 and 2 emissions by
2025.

We will also work toward reporting on the environmental
footprint of our approximately 160 buildings globally,
which include ASML-owned buildings such as
manufacturing buildings, offices and a few warehouses
and buildings leased by ASML.

In 2023, we identified our impact on the environment
through emission of nitrogen oxides (NOx), non-methane
volatile organic compounds (NMVOC) and hydrogen (H,)
from manufacturing as a new material topic. We are
developing a process to formally manage and report this
topic starting in 2024.

How we get to net zero emissions by 2025
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Energy efficiency and climate action (continued)
Scope 3 emissions: An introduction
Reducing upstream and downstream scope 3 emissions
Scope 3 emissions include both upstream and downstream  Our overall emissions are increasing due to the growth 16,000 2000
activities and comprise the emissions that are generated in of ASML. We expect emissions to continue rising in the
our supply chain, through business travel and commuting, short term due to our continued growth and more 14,000 1557 5
and through use of our products at our customers. We complex products. To ensure that we meet our %
measure progress in reducing our scope 3 emissions by ambition for net zero emissions by 2040, we need to - 12,000 1.273 1.500 <
emission intensity, i.e. total scope 3 emissions (tonnes CO.e)  work closely with our value chain partners, for example E 10.000 %
against total gross profit (€ millions). on increaging the capacity of renewable electricity in g ’ 2
Our overall target for 2025 is to reduce the intensity of some regions of the world. E 8,000 1.000
scope 3 emissions to 1,016 tonnes CO,e per € million We are still on track to achieve our SBTi target of 1,016 8 6.000 9
gross profit, in line with our SBTi commitment. This tonnes CO,e per € million gross profit in 2025. 5 %
o/ i i ¢ @

\rsii)k:ezsg:;s a 35.3% intensity reduction compared On the following pages you can read more about how 4,000 0.500 g

' we're tackling scope 3 emissions specifically related to 2,000 2
Our scope 3 intensity for 2023 was 1,060 tonnes CO.e business travel and commuting, our supply chain, and
per € million gross profit (2022: 1,116 tonnes). Our through the use of our products by customers. 0 0.000
results indicate that the scope 3 emissions account for 2019 2020 2021 2022 2023
15.0 Mt, or 99.8%, of our total emissions footprint (scope

[ ] Sourcing and supply chain B Business travel and commuting) B Use of sold products Intensity

1, 2 and 3). Of this, 5.5 Mt are ‘upstream’ emissions
(mainly related to the goods and services we buy and
ship), 0.1 Mt are from business travel and commuting,
and 9.4 Mt are indirect ‘downstream’ emissions (use of
sold products at our customers’ sites). As of 2023, we
report indirect climate change effects of air travel
(radiative forcing, non-CO, emissions) separately and not
as part of our scope 3 emissions. This is to align with
current reporting practices of airlines and in line with
recommendations from SBTi. This has resulted in
comparative figures being updated.

Read more in Non-financial statements - Non-financial
indicators - Energy efficiency and climate action

Our overall target for 2025 is to reduce
the intensity of scope 3 emissions to
1,016 tonnes CO.e per € million gross
profit, in line with our SBTi commitment.




ASML ANNUAL REPORT 2023

ENVIRONMENTAL CONTINUED

Energy efficiency and climate action (continued)
Scope 3 emissions from our own operations — Business travel and commuting

How we’re managing
our impact

We are using the following levers, aiming to reduce our
impact:

e Business travel: Reducing the volume of business
travel through stricter policies, raising awareness and
use of remote working and servicing options.

e Commuting: To reduce the percentage of car commutes
in our Veldhoven region (NL), we focus on developing a
mix of sustainable commuting options by encouraging
people to travel to work by bicycle or public transport.
Alongside this, we provide shuttle bus services from
Park & Ride locations, offer satellite offices and
promote a balanced working-from-home policy.

Our targets and performance
in 2023

Our target is to achieve net zero emissions from business
travel and commuting by 2025.

In 2023, taking into account Sustainable Aviation Fuel
(SAF) purchases, our total emissions due to business
travel and commuting were 70 kt CO,e and 54 kt CO,e,
respectively (see graphs). Due to the increasing number
of employees at all locations and the ending of COVID-19
travel restrictions, our emissions increased by 13%
compared to 2022 (69 kt CO.e and 41 kt CO,e,
respectively). Commuting emissions are predominantly
related to commuting by car. The impact of the indirect
climate change effects of air travel are excluded from our
business travel emissions, as explained on the previous

page.
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Our actions in 2023

Looking ahead

For business travel, we created and launched a travel
dashboard for managers to provide clear insights into
travel cost, broken down into the underlying elements
such as hotel and air travel. This dashboard aims to drive
behavioral change, as it also shows the related CO,
emissions. We reduced our global travel budget per FTE
by 30% from pre-COVID-19 travel patterns of 2019.

We stimulated green travel modes by encouraging
employees to use train travel for specific destinations,
such as Berlin and London. We have launched a project
aiming to use SAF for air travel. In 2023, ASML
purchased 4,341 tonnes of SAF, which has avoided
10,198 tonnes of CO, emissions. From January 2024,
we aim to use only electric vehicles in our rental car
program in Veldhoven.

In 2023, we also joined '‘Anders Reizen', a coalition of
more than 70 organizations in the Netherlands which
aims to reduce CO, emissions related to business travel
and commuting of its members by 50% in 2030
compared to 2016.

To enable employees in the Netherlands to commute for
free between their home and work on public transport,
we provided them with a business card of the Dutch
railways (‘Nederlandse Spoorwegen'). In addition,
exclusive shuttle bus services have been set up between
Eindhoven central station and the Veldhoven campus,
and shared e-bikes are available as a successful,
sustainable solution.

For 2024, we aim to strengthen our partnership with
KLM to further reduce our emissions from aviation so
that we will be able to meet ASML's ambition of net zero
CO, emissions in 2025 for business travel.

The year will also see us commence a project that will
better quantify emissions from employee commuting in
our operating regions outside the Netherlands. This is
likely to lead to targeted interventions to further reduce
the commuting emissions in later years.

Where there are no alternatives, we aim to offset our
residual emissions from employee commuting and
business travel by purchasing VERs in the coming years.
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Energy efficiency and climate action (continued)
Scope 3 emissions from our supply chain (including logistics)

How we’re managing
our impact

Reducing emissions arising from upstream activities in
our supply chain — for example, by sharing data and
targets — requires close collaboration with our suppliers
and other upstream stakeholders.

ESG sustainability has become a major theme in our
supplier relationships. Our Sourcing & Procurement (S&P)
ESG sustainability program is a key enabler in our efforts
to reduce scope 3 emissions by actively engaging and
collaborating with suppliers, to drive further progress. We
depend on our suppliers and other upstream value chain
partners to work with us to jointly reduce our carbon
footprint.

Our targets and performance
in 2023

In 2023, total emissions due to upstream activities
(excluding business travel and commuting) were 5,458 kt
CO,e, an increase of 14% from 2022 in line with our
increase in sales (since we use the spend-based
approach for calculating emissions). Purchased goods
and services and capital goods contribute to 82% of
these emissions. Most of the remaining emissions are
from transportation and distribution.
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Our scope 3 CO,e emissions in the (upstream) supply chain
(2019-2023)

Our actions in 2023

Improving our scope 3 upstream emissions data
quality

We calculate our scope 3 emissions using guidance from
the GHG Protocol — the organization that provides widely
used international standards for emissions reporting. We
currently use the spend-based methodology for
calculating supplier emissions.
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We constantly seek to improve data quality by working
with our suppliers — for example, while the spend-based
methodology is useful, it fails to reflect improvements that
reduce GHG emissions.

In previous years, we have seen a mix of supplier
maturity levels in reporting scope 1 and 2 emissions
data. We obtain GHG emissions data (scope 1, 2 and
limited scope 3) from our suppliers. Our aim is to use this
information to compare spend-based emissions data
with actual emissions data, to help drive meaningful
progress. We learned that spend-based emissions are
overestimated compared to actual emissions data. As a
result, our next step to improve data quality is to include
actual supplier emissions data in our calculations for
scope 3.

It will take time before we can reliably assess all our
suppliers’ scope 3 emissions data, as not all of them
have visibility of their own supply chain emissions. To
support them, we have introduced an IT dashboard that
will capture and display the relevant data.

In 2023, we made progress by requesting CO.e
emissions data directly from our suppliers through our
S&P ESG sustainability program. We aim to use this data
as part of our move from spend-based to hybrid-based
data.

In 2023 we also improved our knowledge within
Development and Engineering (D&E) in estimating CO.e
emissions from our suppliers by building competence on
life-cycle analysis. We are investigating how to determine
the impact of the design and have started developing
tooling for our engineers. With this, we aim at raising
awareness, finding hotspots in the design and making a
start with steering for design changes.

Looking ahead

One of our future key focuses will be building on the
supplier GHG emissions baseline — and we will be
working with our top 100 suppliers toward commitment
on net zero scopes 1, 2 and 3 by 2030. We will also be
encouraging suppliers to develop roadmaps for improving
energy efficiency in their production processes, using
renewable energy and (as a last resort) offsetting.

We expect that new EU regulations and other directives
around mandatory disclosure of scope 3 emissions data
will help to increase transparency across our supply
chain, and will result in firm actions to reduce scope 3
upstream emissions.

Read more in Social - Responsible supply chain

To support the optimization of the design, in the D&E
ESG sustainability program we will work toward
improving the data, automating the GHG emissions
calculations and providing consistent data on the design
connected to a product roadmap. This will include actual
supplier data where available. Also, we will aim to have a
first CO.e footprint estimate available based on the
design information of an ASML product.
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Energy efficiency and climate action (continued)
Scope 3 emissions from product use at our customers

How we’re managing
our impact

As demand for enhanced chip functionality grows,

the complexity and energy consumption of the overall
microchip patterning process — including that of our
lithography and metrology and inspection systems — is
increasing.

To measure CO,e emissions from product use, we
calculate emissions generated by our customers’

electricity usage while operating ASML machines. In line

with the GHG Protocol, we calculate these emissions

based on the number of newly installed machines at our

customers’ sites during the reporting year multiplied
by the lifetime of the machine (estimated at 20 years).

Reducing energy consumption by introducing sleep mode in our lithography systems

Semiconductor manufacturing processes are designed
to maximize the utilization of the critical lithography
systems. However, there will be times when a system is
not in use. Up to now, the lithography system has
remained fully powered on to ensure the system is
perfectly conditioned at all times to deliver nanometer-
accurate performance.

In order to reduce energy consumption of our systems,
we have introduced a sleep mode, which allows for
powering down of subsystems to conserve energy.
This does affect thermal conditioning of the system,
which requires a few minutes of reconditioning to get
the system fully production-ready again.

The key here is to give our customers control over a
system's state. The customer has insight into when
these idle periods occur, which enables them to put
the lithography system into sleep mode without
impacting wafer output. Triggered by a command from
the fab automation system, the lithography system
temporarily powers down some subsystems and then,
again triggered by fab automation, returns them back
to production mode in time for the next lot.

Most of the energy of an EUV lithography system is
used by the CO, drive laser, so this is a prime
candidate for introducing our sleep mode solution. In
the drive laser, CO, gas is compressed and
subsequently exited (via nitrogen) by radio frequency
(RF) generators. A seed laser is used to trigger
stimulated emission of infrared light, which is
subsequently used to generate EUV light.

We will soon introduce sleep mode for the RF
generators. We have developed a software interface
that allows our customers to send sleep and wake-up
commands to the system, which power down the RF
generators via internal control software. This RF sleep
mode has been tested in-house, confirming the

energy-saving potential as well as fully meeting system
specifications immediately after the reconditioning
sequence.

When we design new systems, we increasingly focus on
reducing energy consumption and cost, while increasing
performance and availability. The EUV light source is the
key focus of our current engineering efforts, because it
accounts for the largest portion of an EUV system’s total
energy consumption. In addition, we have started to
better assess the energy efficiency of our other product
families — in DUV, metrology and inspection,
computational lithography, and scanner and process
control software solutions.

RF sleep mode has the potential to reduce EUV
system energy consumption by approximately 2.5%,
averaged over time, when utilized in high-volume
manufacturing at our customers' sites.

The sleep mode interface will also act as a foundation
for implementing sleep mode in other sub-modules,

. . . . further increasing the energy-saving potential.
We’'re working with peers and partners — including

through the SCC (read more in our case study on page
80) — to accelerate efforts to reduce GHG emissions,
share knowledge and technology and stimulate the
adoption of renewable energy worldwide.
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Energy efficiency and climate action (continued)
Scope 3 emissions from product use at our customers (continued)

Our targets and performance
in 2023

Our target is to reduce the overall energy consumption of
our future-generation EUV systems by 10% compared
with the 2018 baseline model (NXE:3400B) by 2025,
while increasing productivity.

We have also set a 2025 target to reduce the energy
consumption per exposed wafer by 60%, compared with
the 2018 baseline (NXE:3400B).

Reaching our targets has our full attention, and we plan
to measure our NXE:3800E in 2024, which we expect will
bring us closer to achieving our 2025 target.

Based on the latest measurement of the NXE:3600D,
energy use per exposed wafer pass was 7.7 kWh (versus
our NXE platform 2025 target of 5.1 kWh) which shows
an improvement from the last measurement taken in
2021 of 8.3 kWh.

Based on the latest measurement of the NXT:1980Fi,
energy use per exposed wafer pass was 0.52 kWh.

In 2023, total emissions from the use of sold products
were 9,443 kt CO.e, of which EUV accounted for 5,757
kt CO,e, DUV for 3,488 kt CO.e and metrology and
inspection systems for 198 kt CO,e. The emissions have
increased in line with an increase in sales.
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The table below provides an overview of our systems' energy use, acceptance test protocol (ATP) throughput and

energy efficiency.

DUV
Platform immersion'
NXT:1960B
System type NXT:1980Di NXT:2000i NXT:2050i NXT:1980Ei i+ PEP-B NXT:2100i NXT:1980Fi
Year of energy measurement 2015 2017 2020 2021 2021 2022 2023
Energy consumption (in MW) 0.16 0.15 0.16 0.16 0.15 0.16 0.17
ATP throughput (in wph) 275 275 295 295 250 295 330
Energy use per wafer pass (in kWh) 0.59 0.56 0.54 0.56 0.60 0.55 0.52
DUV
Platform dry’ YieldStar HMI
eScan
System type XT:860M XT:1460 NXT:1470 XT:860N NXT:870 XT:400M YS350E YS375F YS-380 YS385 1100
Year of energy
measurement 2017 2020 2020 2022 2022 2023 2017 2019 2020 2023 2023
Energy consumption
(in MW) 0.07 0.07 0.13 0.07 0.13 0.07 0.01 0.01 0.01 0.01 0.06
ATP throughput (in
wph) 240 209 277 260 330 250 n/a n/a n/a n/a n/a
Energy use per wafer
pass (in kWh) 0.31 0.34 0.47 0.27 0.38 0.30 n/a n/a n/a n/a n/a
EUV
20 mJ/cm? EUV
Platform dose 30 mJ/cm? dose
System type NXE:3350B NXE:3400B NXE:3400C NXE:3600D NXE:3600D
Year of energy measurement 2015 2018 2020 2021 2023
Energy consumption (in MW) 1.2 1.4 1.8 1.3 1.2
ATP throughput (in wph) 59 107 136 160 160
Energy use per wafer pass (in kWh)? 11k 12.8 9.6 8.3 7.7

1. Since 2023, when we measure the energy efficiency of our DUV immersion and DUV dry systems, the laser is included within the
measurement. The comparative figures have been revised.
2. The baseline figure of the NXE:3400B energy use per exposed wafer pass has been corrected, from 13.08 kWh to 12.8 kWh, due to an
incorrect rounding being used in the past.
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Energy efficiency and climate action (continued)
Scope 3 emissions from product use at our customers (continued)

Our actions in 2023

In 2023, we continued working on energy efficiency
improvements for future products, which require long
lead times and take multiple years to achieve. Progress
on these projects is monitored on a quarterly basis.

We proved the capability of the NXE:3600D system to
reach productivity targeting 175 wph (as compared with
the current specification of 160 wph). In 2024, this will be
introduced to the market as the NXE:3600 PEP-D
package.

For our DUV systems, we identified possible energy-
saving options, among others around wafer stage and
reticle stage magnet innovations, adaptive cooling water
flows, reducing the power consumption when systems
are idle (similar to the sleep mode in EUV) and reusing
the otherwise directly emitted CO, from the immersion
hood in our immersion scanners.

For our metrology and inspection systems, we also
identified possible energy-saving options, among others
around exhaust management and cooling and creating a
sleep mode to reduce power consumption when
systems are idle.

We also worked on improving the data quality of our
inventory for scope 3 downstream emissions. This year
we included the use of HMI e-beam inspection systems
in our inventory. We also included the laser contribution
into our reported values for DUV systems, as well as the
process CO, gas, which is released during operation of
some of our immersion scanners. Operation and idle time
were updated to better represent actual usage, based on
customer data.
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Looking ahead

In 2024, we will continue to work on the energy efficiency
of our systems and other product families. At the
moment, we see no reason to adjust our 2025 targets
regarding the energy consumption of our systems.
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Sustainability is a design
challenge that must be
solved in parallel with system
cost and performance - '
that’s how we will make -

the biggest difference.”

Ton van der Net
. Principal Architect, D&E
25 years at ASML

A sustainability mindset

Ton van der Net specializes in
improving the energy efficiency and
overall sustainability of lithography
systems. He has been at the forefront
of ASML’s sustainability efforts as they
have grown from a team-led initiative to
a corporate-level commitment that is
ecoming integral to how we develop
our systems.
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Taking the first steps

About seven years ago, in response to
customers’ concerns, we started looking at
the scale of the infrastructure, like cooling
and power, needed to run lithography
systems. These support facilities needed as
much space as the production lines. When
we estimated the total power they required, it
was huge — around 1.3 MW for our EUV
systems (as much as a few thousand Dutch
homes) — and projected to grow further.

Continuing that trajectory wasn’t
environmentally responsible. So, a small
team of ASML engineers — including me —
started exploring ways to reduce energy
consumption in lithography. For example, a
lot of that 1.3 MW went into cooling the
system and handling the hydrogen flow used
to prevent contamination build-up. Was all
that cooling necessary? Could we handle the
hydrogen more efficiently?
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Our initial list of ideas inspired ASML'’s first
KPI for sustainable system development.
Some of these ideas looked at how the
systems were used, while others required
changes to the system. For example, if we
redesigned the cooling features, customers
could use warmer cooling water — reducing
the need for power-hungry chillers.

Building a case for sustainability

Any redesign would need buy-in from the
business. So, we teamed up with system
engineering to engage the people who make
the day-to-day design decisions. These early
discussions triggered us to build a business
case for our ideas. That meant thinking — and
encouraging others to think — about the value
of our changes beyond purely financial
terms.

This is quite a radical change in mindset for
any company. However, publications from
the likes of McKinsey have shown that
companies who perform well in sustainability
typically outperform their competitors in
market share and brand image. What's
more, around this time, ASML announced a
corporate commitment aiming to have net
zero emissions in our value chain by 2040.
And the largest contribution to our current
carbon footprint is the energy our systems
use at customers.

We have made good progress toward that
goal. Between 2018 and 2023, we reduced
the energy per wafer for EUV lithography by
almost 40%. And we have a roadmap for
another 20% of reductions by 2025.

The new normal

Sustainability is now becoming a business
driver at ASML, due partly to the corporate
commitment and partly to the internal
motivation of individuals. Our Green ASML
employee network has over 2,000 people
looking at everything from the food we serve
in the cafeteria to system energy
consumption. We’ve even had internal
‘Shark Tank’ style events to generate new
ideas to make our whole operation more
sustainable.
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Many of that initial team — including myself —
are still active in driving a sustainable
innovation culture within ASML. We are
looking to embed sustainability even more
fully into ASML’s PGP, because you get
better results faster and at lower cost if you
build sustainability in from the start. To this
end, our system design specifications — the
handbook for what we want to achieve in a
new system — now include maximum power
consumption and a power breakdown as
standard. By making sustainability part of our
standard processes, we have switched on
the innovation power of 20,000 ASML
engineers.

A greener future

We are also looking at the materials we use
to build our systems. There are standard
ways of estimating the sustainability of
materials in terms of their energy cost to
produce and recyclability, but they are very
approximate. We want to develop more
accurate methods based on actual materials
and processes. The sustainability of materials
could then become another driver for
innovation.

Sustainable innovation is becoming part of
our business as usual, just another design
specification for our engineers alongside
performance, cost and time to delivery.
Because, in the end, all those factors must
be balanced. Our sustainability efforts only
have value if they come in a system that
meets our customers’ business needs.
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Circular economy

We aim to maximize the value of our systems, reusing resources as much as possible, while
minimizing waste, decoupling our growth from resource consumption, and recycling materials.

Why it matters

Our overall performance in 2023
Prevent waste

Extend the lifetime of our products
Reuse resources

Recycle materials

Our materiality assessment identified the impact of our
use of materials and resources as a material topic — and
our focus on a circular economy is the cornerstone of our
commitment to managing this challenge.

A circular economy enables sustainable economic
growth by creating business loops, ensuring efficient use
of resources and driving an innovative business model.
This approach is an essential part of decoupling our
growth from the increasing consumption of resources.

Through our circular economy initiative, we aim to ensure
our products and services retain and create as much
value as possible for us and our partners in the
ecosystem.

95%

Systems sold in the past 30
years still active in the field
(2025 target: >95%)

3

88%

Reuse rate of parts returned
from field and factory
(2025 target: 95%)

ﬂ | Kg/€

Total waste from operations

(excl. construction)

Our circular economy strategy is based on the
following four principles:

® Prevent waste
e Extend lifetime
e Reuse resources

e Recycle materials

T T

300 kg

revenue
(2025 target: 209 kg)

How we’re managing
our impact

Waste generated per €m

A successful transition toward a circular economy means
improved designs, operational resilience, reduced
emissions and reduced costs. Improved designs are
achieved through learning from use cases — both
successes and failures — to improve products, solutions
and processes. The availability of parts and access to
material to support ASML’s growth, while decoupling it
from material consumption and closing the loops, will be
key for operational resilience. This will lead to reduced
emissions through disposing locally and eliminating
waste ending in incineration, energy recovery and landfill.
Cost reduction can be achieved by optimizing the
amount of purchased goods while avoiding surplus and
reusing resources to eliminate waste. In summary,
ASML'’s approach to circular economy is designing
products for longevity and reuse, creating closed-loop
supply chains and encouraging the recycling of materials.

Q
55%

Recycling rate

(excl. construction)
(2025 target: 90%)



ASML ANNUAL REPORT 2023

ENVIRONMENTAL CONTINUED

Circular economy (continued)

The diagram on the right illustrates our circular economy
approach.

We have an ambition to reduce waste in our operations:

Our circular economy approach
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Our different types of waste

By 2030, we aim to send zero waste from operations

to landfill or incineration.

We have therefore developed a
Prevent strategy which includes the
waste following principles:

e Prevent waste from our assets,
systems and processes by
redesigning them, in collaboration
with our suppliers and customers,
to limit their environmental impact

Extend
lifetime

Reuse
resources

Extend the lifetime and productivity
of our systems and assets to
maximize their usage throughout
their life cycles

Recycle
materials

Reuse resources, parts, tools,
packaging and goods across the
value chain

Recycle materials if we can no
longer apply any of the previous
principles, avoiding incineration and
landfill

1. Incineration is defined to include processes with and without energy

recovery.

K

Materials supply

N

0}

Recycle
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Parts supply
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Prevent

We measure our impact in tonnes of waste, by
category (hazardous and non-hazardous) and by
material type (such as plastics, paper, wood and
hazardous liquids). We include data on the CO,e
impact of processing our waste in our scope 3
emissions. Within our operations, we divide our waste
into two broad categories:

Non-hazardous waste, such as packaging material,
product-related waste from parts resulting from
upgrades or defects, and general waste. This
category also includes construction waste from
building activities — the amount of construction waste
tends to fluctuate over the years.

Hazardous waste, such as the chemicals we use in
our manufacturing processes. This can include
everything from lamps, batteries and liquids to
cleaning wipes and filters. Most of our hazardous
waste is in the form of liquids, including acetone and
piranha acid.
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Circular economy (continued)

On track ®
Ongoing focus area B

Our overall performance in 2023

Progress tracking

Topic Target 2025 Performance indicator 2021 2022 2023 Status
Circular economy >95% % of lithography systems sold in the past 30 years still active in the field 94% 95% 95% ®
95% Reuse rate of parts returned from field and factory 85% 87% 88% ®
t) No target Savings from reused parts (€, in millions) 686 781 1,311 n/a
No target Value of scrapped parts (€, in millions)’ 269 146 206 n/a
209 kg/€m Total waste from operations (excl. construction®) normalized to revenue 305 315 300 ]
90% Recycling rate (excl. construction?) 77% 75% 55% n
No target Total waste from operations (excl. construction?) (in tonnes) 5,679 6,675 8,279 n/a

1. This reporting indicator follows the principle of prior-year indicator ‘Value of scrapped parts (in € millions)'; however it does not include packaging. The 2022 comparative figure has been restated.
2. Construction waste is excluded from the calculation of this indicator. The amount of construction waste tends to fluctuate over the years and can therefore make the trend of the indicator unclear.

Read more about our performance indicators (Pls) and related results in Non-financial statements - Non-financial indicators - Circular economy

In 2023, we generated 8,932 tonnes of waste from our In 2023, 43% of the total waste from operations (including Our total waste in 2023

operations overall (including construction waste). This construction waste) was sent to landfil, incineration with energy

was an increase of 29% over 2022 (6,913 tonnes). recovery or incineration (2022: 25%). 15,000

Our total amount of waste increased due to ASML’s The presence of hazardous materials is a risk to our ability to

growth, despite the impact of projects to reduce waste. achieve our goal of sending zero waste from operations to

However, the amount of waste from operations landfill or incineration. In some countries, there is also the risk

normalized to revenue showed a decrease in 2023. that our waste hauler may not be able to identify companies § 10,000 8,932 8279

During the year, 7% of total waste (653 tonnes) was related to able to recycle some of our waste. I3 -653

construction (2022: 238 tonnes, or 3%). The amount of =

construction waste increased compared to 2022. During 2023, 5,000

significant demolition activities were ongoing on our Veldhoven

main campus. Since we hand over the responsibility of the 4,852

construction sites to the building contractor, the demolition 3726

waste is excluded from our waste data. Athough we do not 0

report on it, we work with our contractors to try to ensure Total waste 2023 Construction waste Total waste_(excl. Total waste recycled Totlal waste to
construction) Incineration or

maximum recycling of this waste. landfill
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Circular economy (continued)
Prevent waste

How we’re managing
our impact

The first principle of our circular economy is to prevent
waste. This involves eliminating or limiting waste at its
source by rethinking and redesigning processes to avoid
waste, focusing on design, sourcing and quality, among
others. We aim to design our systems, products and
processes to maximize their value by focusing on
commonality, modularity, compatibility, standardization,
reusability, reliability and recyclability, while opting for
mono-material components and eco-design
methodology, minimizing the use of critical raw materials
like rare earths and hazardous materials.

We aim to collaborate with product- and non-product-
related suppliers that deliver durable and efficient
products with recycled material, which can be upgraded,
refurbished, repaired, reused and recycled. We improve
the quality of our systems by avoiding defects on arrival,
and implementing lean principles in all processes,
specifically in manufacturing and logistics, to eliminate
waste.

We design our systems to last for as long as possible in
order to prevent waste. Built-in feedback loops ensure
that we continuously improve product designs by
learning from failure modes and repair activities.

We have a team dedicated to ensuring we take a
sustainable packaging approach that maximizes the use
of our resources and minimizes waste while ensuring the
safe transport of our systems. We also have activities
that aim to minimize waste across the value chain — from
sourcing to customer support — enabling improvements
in both hazardous and non-hazardous waste streams.

We actively prevent waste by agreeing with suppliers of
[T hardware to deliver in bulk instead of individual
packaging. This limits the amount of packaging material.

We also focus on preventing waste by agreeing with T
suppliers to only ship parts that we actually use. For
example, the stands were previously included with every
computer monitor ordered, even though we do not use
those stands. Now the stands are no longer included in
the order and therefore not produced by the
manufacturer, which prevents waste.

Materials used in EUV sources undergo rigorous
conditions, including exposure to high temperatures,
thermal cycling, corrosive liquid tin, high pressures,
pressure cycling and hydrogen. These materials, such as
strategic tantalum alloys and molybdenum, are both
limited in availability and costly. Ongoing trials are
focused on preventing the use of virgin material by
extending the lifespan of materials used in the system,
enhancing material quality in the production process and
improving application conditions.
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Our targets and performance
in 2023

Although addressing our waste performance is a
relatively new focus area for us, we have already made
some progress. For example, while our sales have grown
by 30.2%, our waste generation from our own operations
has increased at a lower rate of 24%.

Read more in Our overall performance in 2023

Our actions in 2023

We have continued to focus on embedding a circular
approach more deeply in our design processes. By
thinking about modularity, commonality and repairability
during the design phase, we can extend the lifetime of
our machines and increase reuse opportunities for parts
in the future, aiming to prevent waste.

We have started a project to embed design for reuse in
our PGP. This means that, as an example, the PGP
includes a default design of a repair method for any
service part. This enables parts in the installed base
systems to be repaired even after any engineering
change, so the new functionality may not hinder the
repairability of the legacy parts.

Modular design of products and components enables
future upgrades, worn parts and components to be
replaced as a single unit. In 2023, we successfully
concluded the first phase of a feasibility study
demonstrating the manufacturability of modular wafer
tables, aiming to secure the reusability of over 2,600
wafer tables by 2028.

We couple learnings from remanufacturing back to the
design process. In 2023, for example, we improved the

design of our in-line refill module, which we have been
remanufacturing since we designed it in our system.

Another example is the learnings from our local repair
center team in South Korea. By enabling the repairability
of one of our alignment lasers, they were able to correct
for the key failure mode on the ‘shutter’ that lets the light
out of the laser module.

Commonality in the parts design process enables a part
to be used in multiple contexts within a product and in
future product generations.

Looking ahead

Starting from 2024, we aim to have zero waste from
operations to landfill or incineration from our newly
designed products, with repair and reuse requirements
as part of the product requirement specification. This is
part of our customer proposition.

In our D&E teams, we will set up a specific ‘repair
competence', which will enable people to specialize and
be the subject matter experts in this field. These
dedicated repair-focused teams will work with all
functions in D&E and across ASML’s business.

We are setting up a packaging waste reduction program
with the aim to reduce waste by 2025, with targets
toward 2030 under discussion.

In 2024, the feasibility study for modular wafer tables for
Wilton and Berlin will be finalized.



ASML ANNUAL REPORT 2023

ENVIRONMENTAL CONTINUED

Circular economy (continued)
Extend the lifetime of our products

How we’re managing
our impact

As a well-maintained ASML system can last for decades
and create value for more than one customer, the
second principle in our circular economy approach is to
extend the lifetime of our products.

ASML aims to maintain systems in use as long as
economically and environmentally possible, focusing on
service, upgrades and refurbishment of assets, systems
and goods. We are establishing customer contracts to
maintain systems in the market for as long as possible,
maximizing their value and avoiding obsolescence. We
develop refresh packages to extend the life while
maintaining a high performance. We develop lifetime
extension and performance packages — productivity
enhancement packages (PEPs) and system node
extension packages (SNEPs) — to enhance the systems’
running period and performance.

We also refurbish systems across the business — our
refurbishment strategy focuses on buying back systems
that are not operational in the field, harvesting parts from
decommissioned systems and managing the continued
availability of spare parts. This is key to the extended
lifetime service we offer for our systems. We also re-sell
systems as long as we can guarantee the parts.

Once a fab needs to upgrade, an ‘older’ lithography
system isgiven a new purpose in a new fab producing
comparatively less sophisticated chips, such as
accelerometers or radio-frequency chips.

We provide our customers with a guaranteed service
roadmap until at least 2030. This means that all the
support and necessary services and spare parts required
to maintain their systems are expected to be available
until at least 2030, subject to export control limitations.

We focus on refurbishing a number of product families:
PAS 5500 (with almost 1,800 systems at customer sites
worldwide), TWINSCAN XT systems (2,000 systems)
and, as of 2021, NXT:1950-1980 systems (1,000
systems). For the approximately 200 TWINSCAN AT
systems that are still in operation, we focus on measures
to proactively manage their end of life. We do this by
guaranteeing the availability of spare parts for as long as
possible and providing customers with sufficient notice if
we can no longer guarantee part supply.

Our targets and performance
in 2023

Our target for 2025 is that more than 95% of systems
sold in the past 30 years should still be active in the field.

To date, we have refurbished and resold almost 570
lithography systems. As of the end of 2023, 95% (2022:
95%) of all systems sold in the past 30 years are still
active in the field.

T‘.,
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Circular economy (continued)

Extend the lifetime of our products (continued)

Our actions in 2023

Refurbishment is a multi-year program in which we
continually invest to ensure the supply of more than
2,000 service parts for our PAS platform. This is
achieved either through redesigns, harvesting parts or
finding an alternative with the same form, fit and function.
Where this is not possible, we are generally able to
secure components through ‘last time buy’ — a supplier’s
‘last call’ for a part or component before production
switches to its successor. When a part is no longer
available, we redesign the parts.

In 2023, we acquired a PAS 5500 parts repair company
in the US that will support our ambition to sustain PAS
not only through 2030, but also beyond. In addition, we
intend to extend their capability to accelerate our XT
parts repair competence.

We track the spare parts in our portfolio to see how they
are being used and identify when we expect to run out of
individual items. For PAS and XT systems, we use this
information to update our priorities for redesign. For
TWINSCAN AT systems, we aim to continue supplying
parts by harvesting them from systems that are
decommissioned by our customers.

95% of all lithography systems sold in the past 30 years still active in the field

cumulative # of systems sold
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Looking ahead

We have identified and plan to execute more than 100
redesign projects for nearly 300 parts in the coming
years. This is particularly relevant for electronic parts, for
which the evolution of technology has been faster than in
any other field.

We wiill continue to increase our focus on local repair to
extend the life of the mature installed base at lower cost,
reducing the need to redesign and buy new materials
and parts.

The refurbishment activities we have been doing for
years on our PAS systems will be extended to cover both
XT and NXT systems. We are currently on track to meet
our target of >95%.
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Circular economy (continued)
Reuse resources

How we’re managing
our impact

ASML is committed to reusing parts, packaging, tools
and non-product-related resources in the value chain,
focusing on the return, recondition and repurposing
processes. We optimize return flows by collaborating
with customers and suppliers, while learning from system
usage and product returns. We recondition parts and
packaging through global and local repair centers,
suppliers and partners, at the best location with the
lowest environmental impact. We repair buildings, assets
and infrastructure. We enable the repurposing of parts,
packaging, tools and devices in a new life cycle inside
and outside ASML.

We maximize the reuse of system parts, packaging and
tools in our value chain to reduce waste and meet
customer demand.

Reuse is also a key contributor to our ability to ramp up
capacity to cope with strong customer demand. We
retrieve parts from inventory or through repair or
harvesting.

88%

reuse rate of defective parts,
up from 87% in 2022

Reuse also offers learning opportunities to improve the
performance and lifetime of our parts and systems. We
work closely with our customers and suppliers to embed
learnings in design and processes throughout the value
chain.

We aim to reuse workplace IT assets obtained (e.g.
monitors) when buildings are decommissioned. Instead
of assets being disposed of at the end of their economic
lifespan, they are used to set up work environments in
other buildings where and when possible.

Key improvement areas
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Our targets and performance
in 2023

We focus on the following key improvement areas:

e Repair centers: Repair close to where parts are
needed to improve parts repair yields by reducing
cycle time of root-cause analysis and repairs.

¢ Predictable external repair flow: Simplify and
standardize return and repair flows to enable us to
scale activities.

¢ Circular supplier collaboration: Incentivize
suppliers to prioritize reuse over new materials.

e Return quality: Ensure that parts are returned with
reuse in mind — quality returns lead to quality repairs.

e Packaging and transportation tools: Increase
reuse of packaging, which is the main contributor to
our waste (from operations).

Our overall target is to increase the reuse rate of
defective parts in ASML factories and in the field to 95%
by 2025. This means successfully reconditioning at least
95% of our parts.

In 2023, our reuse rate of parts was 88%, up from 87%
in 2022 — on target to achieve our goal. The savings we
generated from reused parts amounted to €1,311 million
(2022: €781 million) and the value of scrapped parts was
€206 million (2022: €146 million).

Our actions in 2023

Repair centers

We are extending the number of repair centers
worldwide to support the reuse of parts by returning,
cleaning and reconditioning them close to where they are
needed. Demand for these parts can be driven by our
customers needing service parts for their installed base,
or by our factories requiring parts for new systems.

Currently, we have several repair centers in Asia (South
Korea, Taiwan and China), the US (Wilton, San Diego)
and the EU (Veldhoven). We are investigating our options
to extend our network of local repair centers to other
locations.

Our repair centers work with local suppliers and
specialized repair partners to create a local ecosystem.
By enabling repair and reuse activities and taking
ownership of repairs close to where materials are
needed, we are able to reduce logistics time, cost of
stocking parts and our environmental impact (by
reducing scrap and GHG emissions). Our customers
benefit from reduced service costs and improved
material availability.

In 2023, we launched a dedicated cross-company team
to further explore local reuse activities in Taiwan, and
have begun the process of setting up a similar operation
in the US. We intend to empower local teams to initiate
reuse activities, as local business requirements and
situations may vary. The central reuse team provides
guidance and support where needed and drives roll-out
of local best practices across other locations.

With over 1,200 m? of cleanroom, our dedicated reuse
facilities in Veldhoven will be instrumental in this.

Predictable external repair flow

We are working to increase the scalability and
predictability of our reuse flows in order to future-proof
return and recondition processes to deal with growing
demand. This includes forecasting repairs to help
suppliers prepare capacity. By combining service and
factory return flows — and simplifying and automating
operational planning and repair order management — we
are increasing the availability of repaired parts. Our aim is
to maximize reuse of parts and ensure it is the preferred
option over new purchases.
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Circular economy (continued)
Reuse resources (continued)

Circular supplier collaboration

We are collaborating with suppliers to incentivize reuse
over new purchases. We are investigating transferring
used parts back to our suppliers to repair, refurbish or
harvest for reuse in their new buying process, giving
them more flexibility in how they can reuse parts.

In 2023, we investigated how to support a new
collaboration model with suppliers for reusing materials
and how to adjust our processes and systems to enable
it. We piloted the new way of working with eight suppliers
and have started engagements with additional suppliers.

Return quality

Challenges that occur downstream in the value chain
during the repair phase often have their origins upstream
and are related to the quality of returns, for example
through incorrect labeling or packaging.

In 2023, we started piloting barcode scanning of defect
parts in the return flow to support correct labeling. In
2024, this project will ramp up to a program to also
cover all root causes of poor return quality.

Packaging and transportation tools

Valuable transportation materials — such as packaging,
locking and plug materials — are used to safely transport
our modules and systems, either from our suppliers to
our factories or from our factories to our customers.
Instead of being thrown away once they reach their
destination, these materials are reused.

Before parts are returned for reuse, they undergo an
identification process and quality check, followed by the
logistical and financial processes required to bring them
back into the supply chain (either to the original module
suppliers or to ASML). Our goal is to standardize these
processes and create a network-related solution to
enable high flexibility and reduce transport, which also
reduces our CO,e footprint.

We are improving the reuse of packaging, lockings and
plugs from the field and factory. We aim toward 100%
recyclable packaging with an eye on minimizing waste
and environmental impact.

In 2023, we made progress in reusing thousands of small
auxiliary materials, such as plugs, flanges, caps and
brackets. These are now being reused for system parts
in our factories or for shipping machines to our
customers. Furthermore, we developed a solution to
embed the reuse requirements in our design processes —
and this will be fully implemented in 2024.

Circular Innovation Program

The circular innovation program (CIP) is a
collaboration with ImpactX and Brainport Industries. It
is a four-day tailor-made program focusing on
building a stronger relationship with our supply base
by creating circular competencies.

In 2023, we consolidated CIP with the participation of
eight suppliers divided into two cohorts. We run two
cohorts per year and four suppliers are invited each
time. Through the program we are able to close
business loops, boost supplier impact and
strengthen collaboration overall. The benefits are the
creation of a shared vision on the circular economy,
peer learning, and the joint building of competencies
and knowledge around reusing products, parts and
materials in the value chain.

The participants invited so far are first-tier suppliers;
however, we want to extend the program to other
tiers as well. Additionally, we have the ambition to
expand CIP beyond the Brainport Eindhoven region
in the Netherlands, to other locations around the world.

Looking ahead

Reuse roadmap

In 2024, we will have more focus on the reuse program,
with teams dedicated to repairs, reverse logistics, reuse-
related engineering, local harvesting and repair centers
worldwide.

In the context of supplier capacity, our supplier backlog
is building up. We need stronger supplier collaboration,
focusing on reuse over new, and working on forecasting
and planning of repairs to reduce supplier repair cycle
time.

We are implementing a structural improvement roadmap
related to repair and reuse across all functions in ASML
in order to meet our 2025 targets.
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Circular economy (continued)
Recycle materials

How we’re managing
our impact

Understanding and managing our waste flows and impacts

ASML’s aim is to recycle material at end of life, focusing
on the collection, analysis and reporting processes. We
define the collection and sorting methods in collaboration
with partners to increase recycling rates of both
hazardous and non-hazardous materials, including local
recycling at end of life and construction waste. We
identify drivers of waste, gain insights into reasons for
disposal, provide feedback to prevent waste, and
improve designs and opportunities for recycling.

Following our principles hierarchy, recycling materials is
the final step in the process, in case we have not been
able to prevent the waste, extend the lifetime of our
systems and assets, or reuse our resources.

As our company grows, so too does the number of our
employees, the number of systems we produce, and the
number and size of our facilities. We are determined to
decouple growth from our overall resource consumption.

Recycling our waste plays a key role in closing the
material loop — by 2030, we want to avoid energy
recovery, incineration and landfill as much as possible.
Our aim is to recycle materials instead of incinerating or
disposing of them to landfill. Understanding our waste
streams is key to identifying opportunities to increase
recycling of both hazardous and non-hazardous waste.

We aim to maximize waste separation at our sites to
enable increased recycling rates and easy recycling at
the waste haulers'.

The effective monitoring and managing of waste relies on
the availability of detailed and accurate insights into waste
streams to and from ASML. We manage our waste

through proper classification, separation, and safe disposal

by waste vendors. Our contracts with waste vendors
state the need for compliance with local legislation and we
aim to improve how this is monitored.

Waste data is managed through our myEHS system,
which collects information from our local waste
vendors along with the relevant supporting
documentation, such as invoices. The data entered is
checked internally and by an independent party against
the supporting documentation.

Distribution of waste streams
(Total: 8,932 tonnes)

Il Non-hazardous waste recycling 53 %
I Non-hazardous waste disposed of 42 %
B Hazardous waste recycling 4%

Il Hazardous waste disposed of 1%

Non-hazardous waste accounted for 95% (2022: 95%
(6,533 tonnes)) of our total waste in 2023, of which 53%
was recycled.

Distribution of non-hazardous waste
(Total: 8,474 tonnes)

Hazardous waste accounted for 5% (458 tonnes) of our
total waste generated, compared with 5% (380 tonnes)
in 2022. Of this, 83% was recycled.

Distribution of hazardous waste
(Total: 458 tonnes)

Il Wood 29 %
I General waste 28 %
Paper and cardboard 11 %
p
Il Electronics 2%
Il Vetals 1%
B Other non-hazardous waste 1%
Il Plastic 6 %
Organic waste 4%
Construction waste 8 %

Il Hazardous liquids 83 %
B Other hazardous waste (e.g. packaging, filters, lamps, etc.) 12 %
I Cleaning wipes 4%
Il Batteries 1%
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Recycle materials (continued)

Recycling materials conserves natural resources and
reduces carbon emissions. In the Netherlands, after
investigating non-product-related activities, some
construction waste — such as concrete — has been
reused (after processing) in the construction of new
buildings.

Our targets and performance
in 2023

Our waste intensity in 2023 was 300 kg per €m revenue,
down from 315 kg per €m revenue in 2022. This remains
below the pre-COVID-19 waste intensity. To achieve our
target of 209 kg per €m revenue, we need to scale up
our efforts to reduce our waste streams in absolute
terms and improve our recycling rate.

We are increasing our efforts to reduce waste by setting
up specific projects on packaging, general waste and
hazardous materials. The main contributors to our
packaging waste are wooden pallets. We need to extend
their reuse even further and make a transition in waste
treatment, from energy recovery to recycling. Another big
challenge we are working on is to reduce packaging
waste generated by the materials used to transport our
systems and parts around the world. General waste from
our offices and facilities represented 28% of the total waste
in 2023. We have started projects on separation and sorting
to improve its recyclability and prevent its generation.

Our aim is to avoid landfill and incineration by 2030. In
2023, this accounted for 43% of our waste, including
hazardous substances and construction waste. We are
currently piloting an ASML solution which aims to reduce
our hazardous waste by approximately 65%.

Our target is to achieve a recycling rate (excluding
construction waste) of 90% by 2025.

We saw a significant decrease in the recycling rate, from
75% in 2022 to 55% in 2023.

The lower recycling rate in 2023 can be explained by an
increased focus on our waste. New insights show that
waste companies reported recycling rates using different
definitions. We will continue to improve the quality of data
next year and start initiatives with our waste companies
to increase the recycling rate.

Read more on our waste figures in
Non-financial indicators - Circular economy

Our actions in 2023

Waste reduction program

During the year we launched a program to reduce waste
coming from non-product-related resources. This
program features several different initiatives, with the first
focusing on creating clear governance processes to
improve waste recycling, and working on obtaining more
accurate and reliable data from our waste haulers. We
also gained a better overview of our waste and mapped
our waste streams at the Veldhoven site, which represent
60% of our total waste. We created a circularity plan for
our five largest industrial sites to improve our waste data
quality and recycling rate.
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The full program, which covers plans for both
hazardous and non-hazardous waste, includes:

e |dentifying where the waste comes from (inbound
versus operations) by organizing Gemba Walks
(opportunities for staff to walk the work floor) to see
the waste in the warehouse, factory and offices, and
also by visiting our waste haulers to understand
how our waste is processed

e Examining what the waste consists of through a
detailed sorting test (performed by one of our waste
haulers)

e Assessing the quantity of hazardous and non-
hazardous waste

e |dentifying potentially large waste flows. The
Veldhoven campus non-product-related waste
flows are shown in the diagram on the next page

e Proposing actions and process optimizations to
achieve our targets

Other recycling initiatives

In 2023, we started local remanufacturing of modules
that capture tin from the EUV light source. As tin is a
consumabile, these ‘tin catch’ modules fill up and get
contaminated by design. Local remanufacturing enables
fast, efficient reuse with minimal shipment miles, as well
as the possibility to reclaim tin for the next cycle of use.

We actively support extending the life cycle of IT assets
by giving them another life outside of ASML. In 2023, we
donated over 300 laptops to multiple charities, mainly in
the area of children's education.

Al IT assets that ASML can no longer use are
professionally processed by a specialized partner after
the end of their life cycle, with the aim of life cycle
extension outside of ASML.
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Circular economy (continued)
Recycle materials (continued)

Veldhoven 2023 insight current non-product-related (NPR) campus waste flows

Material type generated Waste type collected @ ASML Waste type processed

Regular paper and cardboard waste Regular paper and cardboard recycling

Regular paper

Confidential paper Confidential paper waste Confidential paper processing

Coffee cups

I/
General office residual ‘

Batteries

Wet residual

Paper

Office waste Coffee cups General residual waste General residual waste processing

General office residual

Batteries (at receptions only) Battery waste Battery waste processing

Wet residual Wet residual waste Wet residual waste processing

Organic/Swill Organic Polluted swill waste Polluted swill waste processing
Cat,ermg waslo Glass Glass Glass waste Glass waste recycling
(mainly)

General catering residual General office residual ‘

Grease Grease from grease pits Polluted oil waste Polluted oil waste processing
Bathroom Bathroom waste General waste campus

General waste (outside bins) General waste campus

Campus waste (outside)

CRE projects waste

Construction and demolition Construction and demolition waste Construction and demolition waste

Electronic

Construction and demolition

IT/Electronic waste Electronic Electronic waste Electronic waste processing

Further seperated into 6
streams at waste processor

Which are plastic/drinking cartons,
wood, paper/cardboard, metals,

mineral and residual waste for
ASML waste

Further seperated into 22
streams at waste processor

Typically construction and
demoltion waste stream is sorted
in: sand, wood, (concrete) rubble,

iron, gypsum and non-ferro metals



ASML ANNUAL REPORT 2023

ENVIRONMENTAL CONTINUED

STRATEGIC REPORT CORPORATE GOVERNANCE

FINANCIALS 101

Circular economy (continued)
Recycle materials (continued)

Improving waste stream management

We have improved the accuracy of our waste reporting
by increasing actual measurements of the amounts of
waste at our main production site in Veldhoven.

In addition, we have made progress across our wider
portfolio, including:

1. Preparing to align our boundary reporting from 57
locations to all locations worldwide — ready for
implementation in 2024

2. Recognizing the need to manage recycling centrally,
with implementation delegated to three groups with
central governance

3. Developing circularity master plans for infrastructure
and facility-related activities at the largest ASML
industrial sites — Veldhoven, San Diego, Wilton,
Linkou and Tainan. The master plans cover three
work streams with initiatives to: 1. Improve data
quality, 2. Prevent, extend, reuse during construction
and 3. Reduce waste/improve recycling in the short
term

4. Implementing a specific waste reduction program for
non-product-related resources:

a. Recognizing that waste is a challenge across the
organization

b. Focusing on our real estate, global manufacturing
and IT department in the coming years to reduce
waste

c. Initiating Gemba Walks in all of our largest sites to
improve understanding of waste composition for
future reduction initiatives, and to educate
stakeholders on improving waste stream quality

d. Improving waste data integrity (including data
completeness and relevance, among others). This
is being rolled out firstly in our large factories and
includes gap assessments, construction waste
definitions, improved reporting and an overview of
waste haulers

e. Implementing a program in the Netherlands to
improve waste segregation upstream/
downstream, as part of our objective to increase
waste recycling in the country to more than 90%

f.  Engaging with a new waste hauler in Taiwan. We
anticipate that this change should lead to a 46%
improvement of our waste recycling in Tainan and
18% in Linkou in 2024

g. Implementing reuse of furniture in Taiwan

h. Starting to audit waste management in our factory
in Wilton (US)

i. Improving scrutiny of accurate binning of waste
categories in San Diego (US). This will provide
better direction for future waste reduction
initiatives

j. Removing single-use plastic-containing food

disposables (coffee cups/plastics in catering) in
line with new laws in the Netherlands

Construction waste

As we continue to expand our facilities, we aim to
maximize the recycling of waste from our construction
activities.

In 2023, we began to assess the completeness,
accuracy and consistency of our construction waste
reporting at four of our large industrial sites.

Our conclusion is that we need to focus on two specific
areas. Firstly, we must improve the data collection
process around our construction waste streams.
Secondly, we must improve data quality as part of our
circularity roadmap. This is a significant challenge,
because it means identifying construction waste over
several hundred projects every year, some of which have
already started, with multiple construction waste haulers.
We currently have circularity master plans in place at our
five biggest industrial sites and are working on improving
the waste data.

Looking ahead

Despite our many initiatives, achieving our waste
recycling targets remains a challenge.

Our actions in 2023 included the decision to reorganize
how we manage our waste. In the months ahead, we
intend to investigate the impact of this decision and
prepare to implement an organizational structure that will
be designed to help us achieve our recycling rate target.
Based on the insights gained in 2023, we will re-evaluate
the recycling rate target set for 2025.

When implemented, the changes will impact how we
categorize and manage our waste and will be designed
to improve the integrity of waste data across the
company. These enhancements will enable us to extend
our waste reporting to all sites during 2024.

Our so-called piranha solution — used in etching
processes to remove organic residues from substrates —
represents about two-thirds of our hazardous waste. We
will investigate specific solutions, such as the feasibility of
reprocessing our piranha solution for reuse as sulfuric
acid in a different market.

We will also investigate the feasibility of replacing single-
use disposable plastics for food and drinks in other large
industrial sites with reusable alternatives, which we
believe will lead to further reduction of our waste.

Finally, we will investigate scaling up our waste
segregation — collection and sorting — onsite to improve
the recycling rate.
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Water management

Why it matters

Climate change and increased water demand combine
to mean that droughts have become more extreme and
unpredictable, and water is becoming a scarce resource
in some locations.

Water consumption at ASML accounts for only a tiny
fraction of the water consumed by the semiconductor
industry. Our water-related risk is therefore low
compared to that of our customers, who use a significant
amount of water during the semiconductor
manufacturing processes.

How we’re managing
our impact

Despite our relatively low level of water usage, as a
responsible business we promote efficient water use and
recycling across our sites and processes.

Read more in our TCFD Recommendations - Climate-related
disclosure, available at asml.com

In our factories, we use water in three key ways: Firstly,
we use it to remove heat loads and maintain the systems
at a constant temperature. Internal cooling circuits are all
designed as ‘closed-loop’ (recycling) systems to limit
water consumption. Secondly, these heat loads are
eventually removed in cooling towers using evaporation
of lower-quality water. Finally, DUV systems use ultrapure
water in the immersion hood — this water is currently only
partially recycled.

Our water consumption in 2023 remained stable around
1% higher at 1,173,990 m®, if compared to 1,161,850
m?3in 2022.
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Social at a glance
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We aim to have a positive social impact by providing an attractive workplace, ensuring a responsible
supply chain, supporting an innovation ecosystem and being a valued partner in our communities.

Attractive workplace for all

Inspiring a unified culture

Providing the best employee experience
Enabling strong leadership

Ensuring employee health and safety
Responsible supply chain

Managing supplier capabilities

Innovation ecosystem

Partnerships for research and development

Supporting startups and scaleups
Valued partner in our communities
Attractive communities

Inclusive communities

Investing in STEM education

Attractive workplace for all

Responsible supply chain

We depend on our suppliers to help deliver
our innovations. They are critical to

our value chain and our ambition to be

a sustainable leader in the

semiconductor industry.

57%

% supplier spend
covered with a
commitment to
sustainability

We need to empower our employees to
deliver our vision by ensuring they are proud
to be part of ASML and engaged with our
ambitions as a company.

80.3%

employee engagement score

Innovation ecosystem

FINANCIALS
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Valued partner in
our communities

We never innovate in isolation because
developing technology in collaboration with
partners across the innovation ecosystem
maximizes our collective impact.

€4.0bn

R&D investments (based on US
GAAP)

We play an active role in the communities
where we operate, recognizing that when
the community thrives, we thrive.

€413

Community partnership program
and amount invested per
employee

11
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ASML’s focus on technology
and its supportive culture
mean you can go wherever
your talent and ambition
take you.”

Anya Kish
Program Director, EUV Source
8 years at ASML

Making a difference

Anya Kish moved from Russia to the
US for her graduate studies in plasma
physics. That willingness to take
opportunities however they present
themselves has seen her build a career
at ASML as a problem solver who
thrives under pressure. She now works
as project manager for the light source
for our next extreme ultraviolet
lithography system.
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Finding a place to grow

| had wanted to work at ASML ever since |
was a graduate student, and a course mate
told me about the company. | read more
online and watched all the YouTube videos |
could find. | was blown away by the cutting-
edge technology.

Soon after graduating, | was lucky enough to
get a temporary contract and then a
permanent position as an engineer in the
Source Performance team in San Diego,
working to improve the performance of EUV
light sources. A fantastic manager suggested
that | may have a talent for project
management. | am someone who thrives on
a fast pace, pressure and action, so | said
why not”?

SMALL PATTERNS. BIG IMPACT. CONTINUED

A new journey

| started small, leading a team of one — me.
But | loved the energy and was eager for
more. The next opportunity came out of the
blue. | was on a trip to Veldhoven when key
customers reported an issue that was
impacting the lifetime of mirrors used in our
EUV light sources. This had become our
number one customer issue and could have
delayed the introduction of EUV lithography
into mass production.
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ASML’s senior management needed an
update, and fast. As the subject matter
expert was absent and | was onsite, | was
asked to give a presentation the next day. |
had no prior knowledge of the issue, but
spent the night learning everything | could. |
read all the materials and phoned round
colleagues for more information. Everyone
was happy to help. The presentation went so
well that | was asked to head up a task force
to address the issue. A year later, the project
won awards from key customers and within
ASML, and mirror lifetime had gone from the
number one customer issue to something
people hardly ever mentioned.

A culture of support

That unexpected opportunity was the first

real step on my project management journey.

And it highlights two of my favorite things
about working at ASML: The technology and
the culture. | couldn’t have given that
presentation without the support of the
colleagues who took my calls and answered
my questions. The supportive culture is why |
feel confident to take on new challenges
here: There are always people around who
want to help you and ASML succeed.

Friends from outside ASML sometimes ask
me about working in technology as a woman
or working in the US as a Russian. Those
questions surprise me, as who | am has
never been a factor in my experience and the
opportunities | have had at ASML.

Yes, the industry has been male dominated,
but it is changing. When | started eight years
ago, | used to joke that | was given my own
private bathroom, as | was the only woman
on my floor. But that certainly isn’t true
anymore. And in my experience, ideas are
always judged on their merit.

There are programs to support different
groups within ASML. They do great things
bringing people together and raising issues,
but people here really don’t need much
education.

Source of inspiration

| joined ASML because | was blown away by
the technology as a student. And | still am. |
recently moved on to a new stage in my journey
here, managing the entire NXE:3800 source
that will be introduced to customers in 2024.
But even now, | sometimes go down to the lab
just to look at a source prototype with its
thousands of components. That we can make
that work seems almost like magic, even after
eight years of working for ASML.
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Attractive workplace for all

We need to empower our employees to deliver our vision by ensuring they are proud to be part of
ASML and engaged with our ambitions as a company.

IN THIS SECTION: : | Why it matters How we’re managing
' our impact

Our overall performance in 2023

To maintain our fast pace of innovation and our

Inspiring a unified culture - ' leadership position for the long term, we need to attract
Providing the best employee experience and retain the best talent and create a working

Enabling strong leadership : 5 - environment where people can develop their talents, feel
Ensuring employee health and safety : ’ respected and safe, be healthy and thrive.

ASML’s people vision sets our ambition for the long term,
supporting our values — challenge, collaborate and care —
and what we stand for:

We empower each other to thrive, fueling our growth,

9 f
-] - We work hard to attract the world’s top talent and invest . .
s | ‘ happiness and business success.

in helping them reach their full potential. The more we
can help our people to grow within ASML, the more our Everyone throughout the organization has an important
company can grow. role to play in realizing this vision. We work hard to create
an environment and tools that support the collaboration,
knowledge-sharing and autonomy of our diverse and
interdependent teams.

Our growth in recent years has been accompanied by a
large increase in our workforce. This has brought benefits
— such as a more diverse employee base — as well as
challenges. As the organization becomes more complex,
and the expectations of our customers and stakeholders
increase, the need to engage all our employees and
ensure a truly inclusive environment becomes even more
crucial.

sininls » T
LE I | | : | |
42,416 27% 80.3% 3.6%

O
n

Total employees (FTE) Gender diversity Employee engagement Attrition rate
score
40,747 FTE excluding Berliner Glas (ASML Berlin (% inflow of women) (2025 target: -2% vs. top 25% performing (2025 target: <7%)
GmbH) (basis for the non-financial reporting) companies. Employee engagement score against

hmark 2023 (1.3)9
(EMEA: 23,413 | Asia: 9,111 | US: 8,223) (2025 target: 24%) benchmark 2023 (1.3)%)
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Attractive workplace for all (continued)

As shown in the diagram below, our people strategy
focuses on three key areas to deliver on our
commitments to stakeholders and manage our day-to-
day challenges in attracting, onboarding, developing and
retaining talent.

Since the pandemic, employee expectations have
continued to change, especially around work-life
balance, hybrid working and well-being. Staying on top
of these trends and understanding how the world of
work and expectations is evolving is a key part of our
strategy to attract and retain talent.

Our people strategy

Across the business, targeted programs empower our
people with the autonomy to steer their development and
career aspirations in a safe environment and enable
leaders to guide the growth of the company.

We prioritize providing injury-free and healthy working
conditions for everyone on our premises by eliminating
hazards and reducing safety risks.

Our people strategy is our pathway to stay successful and meet our future goals

Inspiring a
unified culture

Our values - challenge,
collaborate and care - guide
our decisions and behavior

to deliver on our strategy.

Providing the best
possible employee
experience
This will enable us

to attract, develop
and retain the best talent.

Enabling our leadership
to bring out the best
in people

We aim to lead through trust,
empowerment and
accountability.

We empower each
other to thrive,
fueling our growth,
happiness and
business success.
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Attractive workplace for all (continued)

On track ®
Ongoing focus area &

Our overall performance in 2023

Progress tracking

Topic Target 2025° Performance indicator 2021 2022 2023 Status
Attractive 24% Gender diversity — % inflow of women 21% 24% 27%
workplace for all e
0 o 24% Gender diversity — % inflow of women to job grade 9+ n/a n/a 25% °
I I II 20% (2024) Gender diversity — % inflow of women to job grade 13+’ 12% 35% 12% u
I I 1 12% (2024) Gender diversity — % representation of women in job grade 13+ 8% 10% 11% °

Target is relative  Inclusion index 83.0% 85.2% 81.8%

to the score of

the top 25% of

performing

companies by

+/-3%) (2024) e

NL top 5 Attractiveness to talent (employer brand score)? NL 6 NL 4 NL 1 u

Taiwan top 5 Taiwan 6 Taiwan 6 Taiwan 5

US top 75 SKorea® 14  SKorean/a S Korean/a

China top 150 us 177 US 159 Us 167

China 148 China 188 China 189

2% below Employee engagement score 78.0 % 77.9% 80.3 %

benchmark of top

25% performing n/a (2.9)%* (1.3)% o

companies

<7% Attrition rate 5.4% 6.0% 3.6% °

0.16 Recordable incident rate® 017 0.18 0.21 n

1. We report the % inflow of women to job grade 13+, which includes both external hires and internal promotions. The % inflow of women to job grade 9+ is only external hires.

2. Employer brand ranking from Universum: engineering students. The 2025 targets have been adjusted in 2023 from the targets we reported last year which were NL top 10, Taiwan top 20, S Korea top 20, US top 75 and China top 100.

3. As of 2021, overall ranking for South Korea is no longer conducted by Universum. The result reported for 2021 is based on a customized ranking report.

4. In our 2022 Annual Report, we reported for our we@ASML survey a delta of (4.3)% instead of (2.9)% in comparison to our benchmark. This was due to the fact that the latest update of the benchmark numbers of our external vendor were not yet loaded into our systems when reporting on our
employee engagement scores. This led to a restatement of the external benchmark of the top 25% performing companies score in 2022 from 82.2% (reported last year) to 80.8%.

5. The 2021 recordable incident rates include recordable incidents related to workers who are not employees and are the number of cases that required more than first aid in a year per 100 FTE. From 2022, and in line with the GRI 403 standard, we separate incidents related to employees and
workers who are not employees, so the 2022 recordable incident rate only includes recordable incidents related to employees.

6. Our targets and performance do not include ASML Berlin GmbH except for we@ASML results, which do include Berliner Glas (ASML Berlin GmbH).

Read more in Non-financial statements - Non-financial indicators - Attractive workplace for all
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Attractive workplace for all (continued)

Our workforce in numbers

We hired 4,129 new payroll employees in 2023,
compared with 7,130 in 2022, growing our workforce to
40,747 employees (FTEs) at the year end (with a new
hires rate of 11%, down from 21% last year). In addition,
we employ 1,669 FTEs in our ASML Berlin entity, which
is not yet fully integrated in our reporting — this increases
our total workforce to 42,416 FTE. Our workforce
increased significantly over the past years.

Read more in Non-financial statements - Non-financial
indicators - Attractive workplace for all

Our workforce trend’

45,000

40,000

35,000

30,000

25,000

20,000

Employees (FTE)

15,000

10,000

5,000

0

1. The 2020 to 2023 FTEs in the chart above do not include the FTEs acquired through the acquisition of Berliner
Glas (ASML Berlin GmbH).

23,247

2018

24,900

2019

W Payroll employees (FTE)

26,481

2020

30,842

2021

Temporary employees (FTE)

37,643

2022
Total (FTE)

40,747

2023

Attrition rate %

10
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Attractive workplace for all (continued)
Inspiring a unified culture

How we’re managing
our impact

Our unique and diverse teams provide the skills and
capabilities we need to deliver our vision. As an equal
opportunity employer, we aim to cultivate a diverse and
inclusive workforce to drive innovation and accelerate
creativity.

We believe that promoting greater diversity in our
workforce will help us to attract and retain smart,
talented people, enabling us to drive technological
innovations that meet our customers’ needs. This means
diversity in all its dimensions, including but not limited to
gender, neurodiversity, nationality, sexual orientation,
people with disabilities and under-represented minorities.

Our core values — challenge, collaborate and care — are
at the heart of what we do and how we do it. They drive
our behaviors and lay the foundation for the culture we
aspire to. In this context, we aim to provide a working
environment where everyone feels valued and respected
and where employees at every level can fully contribute
and thrive.

We have made great strides, but we also realize we have
opportunities to be more inclusive and diverse. For
example, we are working to increase our diversity across
different dimensions, including increasing the number of
women at all levels and better understanding the
inclusivity of our work environment for all demographics,
including LGBTQIA+, under-represented minorities and
people with disabilities and neurodiversity.

Embedding diversity and inclusion in our company

The years 2020 through to 2022 were foundational in
terms of assessing our position and building our strategic
approach to diversity and inclusion (D&l). In 2023, we
leveled up to broaden accountability and strengthen
leadership on D&l, both internally and externally. Our
long-term goal is for inclusive practices to be fully
integrated into our ways of working. To help us achieve
this, we are aligning our work streams with the pillars of
ASML's people strategy: culture, talent and leadership.

Our Global D&l Council (GDIC), founded in 2021,
consists of senior leaders who act on behalf of ASML to
provide thought leadership. Chaired by a member of the
Board of Management, the GDIC proposes the D&
strategy to the Board of Management, sets, promotes
and monitors D&l initiatives and leads company-wide
accountability for our goals. Our D&l team includes a
Global Chief Diversity Officer who is responsible for
driving initiatives across ASML. There is also a US D&l
Council with a similar make-up of business leaders
across the US. Currently, D&l initiatives are ramping up in
Asia, and the goal is to eventually have a similar
governance structure for this region.

ASML employee networks bring together employees
from diverse backgrounds with a common interest and
purpose, while at the same time spreading cultural
awareness across the organization. The networks help
nurture the connection between employees’
expectations and perspectives, and our global D&
strategy. They also provide social and development
opportunities and events. These networks — which
include Atypical for neurodivergent employees, and
Proud for the LGBTQIA+ community — play an important
role in informing our approach, and we encourage
everyone to participate.

STRATEGIC REPORT CORPORATE GOVERNANCE
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Our D&l approach
Our D&l approach is integrated in our people strategy and focuses on three key areas,
as shown in the diagram below:
Talent Leadership

acquisition, and by
providing career
advancement programs,
that positively impact

under-represented groups.

We aim to increase the
representation of under-
represented groups by
addressing our systems
and end-to-end people

processes, including talent

Our people
strategy

Culture

We strive to create an inclusive culture for
all in line with ASML's values by increasing
the capabilities of employees and leaders
to act inclusively and by empowering

our employee networks to expand their
impact and reach.

We are developing
inclusive leadership
programs and starting to
build accountability into
our performance and
development processes.
We engage leaders to
foster their commitment to
creating an inclusive
culture and building a
diverse workforce.
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Attractive workplace for all (continued)

Our targets and performance
in 2023

We set targets to allow us to measure the effectiveness
of our approach:

1 Reach 24% women new hires by 2025

2 Reach 24% inflow of women to leadership levels (job
grade 9+) by 2025

3 Reach 20% inflow of women to leadership levels (job
grade 13+) by 2024

4 Reach 12% women at leadership levels (job grade
13+) by 2024

5 Score on par +/- 3 percentage points for inclusion,
against the top 25% of top-performing global
companies

We are highly
motivated to

see more women
pursuing careers
In engineering
and science.

Women new hires

000 Reach

JEL 24%

We aim to create an inclusive environment by
proactively seeking out talented women from various
backgrounds and experiences to bring in fresh
perspectives and innovative approaches while
fostering a dynamic organizational culture.

women new hires by 2025

In 2023, we increased the percentage of new women
hires to 27%, up by three percentage points over
2022.

We are highly motivated to see more women
pursuing careers in engineering and science to further
diversify the workforce at the heart of ASML. This
requires a variety of approaches, and the highly
specialized nature of our work means it will be a long-
term process. We acknowledge that the global
science, technology, engineering, and math (STEM)
talent pool is thinly populated with women. At the
same time, almost 90% of our job positions are
STEM-related. Therefore, taking a multifaceted
approach is crucial if we are to achieve our target of
24% in 2025. We believe we are well on track to
meet this target.

CORPORATE GOVERNANCE
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Women and inflow at leadership levels

O O Reach

129

(0
I I g women at leadership levels (job grade 13+) by

2024

The representation of women at leadership levels
plays a pivotal role in our commitment to D&l. We
recognize the importance that exemplary role models
have for our entire workforce and beyond, because
they inspire others to follow the same path. In line
with this target, we continue to support the
development and advancement of women within
ASML. This includes mentorship programs,
leadership training, as well as reviewing performance

and succession plans to ensure equal treatment and
unbiased decision-making.

Current representation of women at leadership level is
11%, while our ambition is to reach 12% by 2024.
Achieving our ambition will require a significant inflow
throughout our entire leadership pipeline, starting with
job grade 9+ and the more senior level of 13+. We
have significant gaps at the 13+ level, so we need to
strengthen our efforts throughout the entire pipeline
to meet this ambition of 20% inflow of women at
leadership levels (job grade 13+) — we are working on
specific plans to achieve this. In 2023, there was an
25% inflow of women to job grade 9+ (2025 target of
24%) and a 12% inflow of women to job grade 13+.

Inclusion index

f,UJ>

We are dedicated to creating a global workplace
where every individual feels valued, respected, and
empowered, regardless of their background. By
comparing our inclusion score with the top-
performing global companies, we aim to drive
continuous progress.

Score on par

+/- 3

percentage pomts for inclusion, against the top
25% of top-performing global companies

In 2023, our inclusion score was 82% (women: 80%
and men: 83%), in line with the benchmark of top-
performing global companies (82%).

In 2023, we added additional questions to the
Inclusion Index portion of the we@ASML engagement
survey in order to better understand each employee's
experience and garner a sense of their level of
belonging. Therefore, this year's results cannot be
compared directly to the 2022 resullts.

Overall, we were pleased to see feedback from
employees and gained insight on areas of
opportunity.

Our goal is to meet or increase this level of inclusion
among our employees on an ongoing basis.

Read more in Corporate Governance - Other Board-related
matters
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Attractive workplace for all (continued)

Our actions in 2023

Women new hires

¢ Engaged actively with educational programs to
grow the talent pipeline, deploying multiple initiatives
to promote STEM education among the future
female talent pool

e Collaborated with universities and organizations
dedicated to building diversity and creating
opportunities for professional development and
engagement. ASML is a sponsor of the GEM
Fellowship Program in the US, which provides
funding for graduate education through corporate
sponsorships and a partnership with universities.
Students selected for the GEM Fellowship Program
are required to complete a corporate internship
during the summer and attend graduate school
during the fall and spring semesters. In 2023, we
had seven GEM engineering Fellows on campus in
the US.

e Provided financial support to six young women
pursuing engineering or computer science degrees

Women and inflow at leadership levels

¢ | aunched a global sponsorship program for ASML
women, as well as a program to empower women
to amplify their unique style and voice

e Engaged new specialized recruiting agencies
focusing on recruiting senior leaders

e Sponsored the European Women in Tech Conference
for the first time, with women from our technology
employee network speaking on the main stage

¢ Organized and participated in global and regional
events to attract diverse technical profiles and
promote ASML as an attractive employer, especially
to increase women leadership inflow

Inclusion index

e Added a module on inclusive leadership to all our
leadership programs and worked to ensure inclusive
language in all programs

e Organized a global D&l month consisting of
numerous panels and events

e Continued to build our D&l curriculum by delivering
awareness sessions and incorporating D&l in our
global and sector onboarding programs

e Continued to grow our employee networks,
establishing additional chapters in the US (Atypical,
Women @ CS Sites) and Germany (Green, Next)

Listening to our female workforce

After input and feedback from female employees, we
organized several female listening sessions to have an
open dialogue within the company on any issues and
concerns related to inclusion of female employees.
Based on the feedback that we received in those
sessions, we will follow up on those aspects to ensure
that we safeguard and improve the inclusion of female
employees from a behavioral perspective and in our
processes.

Looking ahead

In 2023, we continued to build on our initial D&l strategy.
The GDIC, together with the D&l Center of Excellence
(CoE), conducted an assessment of the current state of
the D&l agenda within ASML and defined priority areas
for 2023-2025:

¢ Increase representation of women in leadership,
including senior management positions (JG13+)

¢ Increase representation of under-represented
ethnic minorities in the US, while acknowledging
their relative under-representation in STEM fields

e Further recognize the wide range of nationalities
employed at ASML and support the promotion and
development of non-local employees globally, as
well as the retention of non-local employees in the
Netherlands

We will set targets for each priority, supported by a
roadmap to create impactful and systemic change within
ASML. Each of the defined priority areas will consist of
multiple initiatives that will be tackled integrally across the
employee journey (from recruitment, onboarding and
development to retirement or exit). Furthermore, we will
continuously reflect on the D&l dimensions currently
prioritized and aim to increase our scope in the years
ahead.

Our commitment to our core values — challenge,
collaborate and care — will continue to drive our focus on
strengthening the diversity of our workforce and ensuring
our culture is inclusive for all employees. This will be
exemplified by the D&l initiatives we plan to launch in
early 2024, all of which will support our priority areas.
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Attractive workplace for all (continued)

Providing the best employee experience - Talent attraction and retention

How we’re managing
our impact

We want to offer our people the best possible employee
experience at all our sites. This means enabling them to
develop their talent, feel respected and achieve to the
best of their abilities.

By offering an outstanding employee experience, we are
able to attract and retain the best talent to support the
increased productivity and growth of the company. This
requires specific commitments related to delivering a
best-in-class employee experience and driving a unified
culture where people are supported in their learning,
leadership, advancement and well-being.

We define the employee experience as the sum of all
experiences an employee gains through the interactions
with ASML at each stage of the employee life cycle, from
attracting and onboarding to exit. To achieve the best
employee experience, we focus on our employer
branding and employee engagement. Our approach
covers a wide variety of factors and activities, including
talent attraction and retention, as well as employee
engagement and development — including the
onboarding experience and training — and labor practices
such as fair remuneration, working conditions and well-
being.

We measure our impact on the total employee
experience through our annual we@ASML employee
engagement survey.

Talent attraction and retention

Our aligned employer value proposition is the key
strategic lever that defines our global positioning and
embodies our strategic direction as an employer. It
outlines the beliefs and values we want current and
potential employees to feel, see and experience with us
as an employer. The employer value proposition is used
in communications with employees and potential
employees to drive engagement and retention both in the
short and long term.

Our targets and performance
in 2023

We have set a number of targets to drive progress and
measure the effectiveness of our approach:

1 Employer brand score — By 2025, maintain our
position in the Netherlands and Taiwan top 5, US top
75 and China top 150

2 By 2025 have an attrition rate (the percentage
of employees leaving our company) of < 7%

Employer brand

We measure our employer brand in the main locations
where we operate — the Netherlands, Germany, the US,
China, Taiwan and South Korea. These rankings show us
how we are converting talent through the attraction-to-
hire funnel. They look at how well ASML is known and
considered as an employer by external audiences and
potential employees, in particular by monitoring our
position in an independent external survey.
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We have defined 2025 targets for our ranking in our different local labor markets:

Country Target 2025 2022 Ranking 2023 Ranking
The Netherlands Top 5 4 1
Germany N/A N/A N/A
Taiwan Top 5 6 ©
South Korea N/A N/A N/A
us Top 75 159 167
China Top 150 188 189

Note: ranking from engineering students only

In 2023, we were ranked #1 in the Netherlands, #5 in
Taiwan, #167 in the US and #189 in China, with ranking
unavailable in South Korea. These rankings provide
detailed student preference research insights that we use
to create greater understanding of what technical talent
expects from an employer and whether we are a
competitive and an attractive employer.

Our score has improved significantly in the Netherlands,
where we moved up to the number one position for most
attractive employers for students and into the top three
for professionals. In Taiwan, an extremely competitive
market for semiconductor talent, we have moved up a
notch from position six to five through differentiated and
consistent engagement and communications with top-
tier universities.

The Chinese market is large and fragmented, and it remains
a huge challenge for ASML as a non-consumer brand to
become known among the general population. In an
unaided ideal employer ranking for students, we are sixth out
of 10 competitors in [T/high-tech (vs. no ranking in 2020),
and third out of 10 competitors in the semiconductor sector
(vs. no ranking in 2020).

The US is a large and fragmented market in which it is
difficult to reach everyone. We focus our employer-
branding efforts on the specific states where we operate
and target certain fields of study. Based on our survey of
the top 15 target schools, ASML reached 78%
awareness as an employer, an increase of 36% over
2021. Based on this same survey, ASML now ranks
ninth on the list of ideal employers out of a total of 25,
overtaking 12 competitors.

87%

of new hires indicated that they
had a positive onboarding
experience in 2023, with good
support from their managers.
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Providing the best employee experience - Talent attraction and retention (continued)

In 2022, we launched employer branding in Germany,
which mainly focuses on building brand awareness for
our R&D and manufacturing location in Berlin. Because
we are a new employer brand in Germany, we are not
yet included in the local research as a company of
choice.

We use the Universum research data to ensure a
consistent method of measuring our employer brand, but
also to understand what is most important to these
students when choosing an employer. In 2021,
Universum ceased providing its standard report for South
Korea, and we are unable to obtain comparable data.

However, based on our 2023 survey of the top 10 target
universities in South Korea, we ranked 13" out of 21
competitors. In addition, we were certified by the Ministry
of Employment and Labor of South Korea as one of
‘Korea’s best job creators', and have twice won 'Best
Family-Friendly Management' approval from the Ministry
of Gender Equality and Family.

Employee retention

While employees leaving the company can lead to
knowledge gaps, we also view these events as
opportunities to bring in new talent and enhance existing
talent. We strive for a healthy attrition rate of below 7%.

Our overall attrition rate in 2023 was 3.6%, down from
6.0% in 2022. Our attrition rate is well within our target
range and below the industry average in every country in
which we operate. We attribute the decrease to the fact
that the labor market has cooled down industry-wide and
people are currently more cautious before changing jobs.
While this trend is relevant to many companies, our
efforts in employee onboarding and employee
engagement are also reflected in a lower attrition rate.
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Our actions in 2023

To achieve our targets, we:

e Asked employees to share their stories on why they
join and stay with ASML and supported them as
ambassadors in sharing their stories with their
networks. This credible way of messaging helps us
target talent within earned media and drive awareness
and referrals — a high-quality source of hires.

e Continued to recognize that employees are our best
advocates and one of the most credible sources of
information about who we are as an employer. In 2023,
we expanded the Digital Ambassador program to
China alongside the Netherlands, Germany, the US,
Taiwan and South Korea. Over 1,000 employees
globally are now sharing curated content with their
local social media networks, generating millions of
impressions throughout each month.

Held our Internal Career Festival onsite and virtually in
China, Germany, South Korea, the Netherlands, the US
and Taiwan. This global hybrid event aims to retain
talent by driving internal mobility and development.

e Ran 27 executive interviews, a global internal survey
with over 10,000 responses and targeted external
talent surveys in each ASML location. All were intended
to help us understand what (potential) employees
expect from an employer and how we stack up. Based
on these insights, we have updated our employer value
proposition to communicate who we are and what we
offer, authentically and in a differentiated way.

Read more in Enabling strong leadership

Looking ahead

Our key priorities for 2024 are the attraction and
retention of skilled talent to support our business growth.
We intend to do this by continuing to monitor and drive a
strong employer brand reputation.

We will continue to support and enable a (potentially)
best-in-class employee experience through focused
programs and communications around learning and
development, our commitment to well-being, diversity
and inclusion, and strong leadership. In doing this, we
aim to truly drive an employer brand experience from the
inside out.

We will run both global campaigns and events and drive
segmented outreach in each of our key locations. In this
way, we hope to showcase ASML and let potential
employees see, feel and experience what it’s like to work
for us. We will also focus on key areas such as talent
engagement with top-tier universities, candidate and
employee experience, and talent attraction to key roles.

To support and measure the effectiveness of our efforts
we will carry out talent surveys in each key location either
every 12 or every 18 months to monitor our progress in
each of the countries.

Lastly, we will continue to monitor and listen to (potential)
employees in an effort to continuously improve their
experience both before and after they join us.
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Attractive workplace for all (continued)

Providing the best employee experience - Employee engagement and development

How we’re managing
our impact

We empower our people to take responsibility for their
own personal development, pursue their career
ambitions and thrive, by listening to their views and
offering tailor-made development opportunities.

We only succeed as an organization when everyone can
give their best. It is crucial that we take care of and
ensure the well-being of all our colleagues. This means
building and maintaining a working environment where
we can work together with positive energy and achieve a
healthy work-life balance.

We must ensure that our people have the right
knowledge and expertise to maintain our technological
leadership and the pace of innovation our industry
demands. To build a strong employer brand that attracts
talented people who are committed to their personal and
professional growth, we promote a culture of continuous
learning and development.

Onboarding and developing our people

A positive onboarding experience is vital to building a
sense of connection, and helping our employees add
value and quickly feel at home. Right from the start, we
want to unlock the potential of people and society by
pushing technology to new limits.

We measure the quality of our onboarding experience
through pulse surveys. On average, 87% of new
colleagues indicated that they had a positive experience
in 2023, with good support from their managers. 9% of
new colleagues had a neutral experience, while 4%
indicated that there is room for improvement in the
onboarding experience, particularly in the areas of

training and access to relevant tools and information.

We use learning solutions and knowledge
management to unlock people’s potential and foster a
culture of learning. Once employees are on board, we
continuously invest in them in response to evolving
business requirements and developments in the labor
market. Enabling employees to identify and pursue
opportunities for professional development is central to
our approach, and we offer a wide range of career
paths and tools to support our employees’ career
navigation.

The ASML Academy unites all learning and knowledge
management within ASML, enabling our employees to
easily access the knowledge, skills and expertise they
need to perform well in their roles. The new Learning
eXperience Platform (LXP) further enables people to
drive their own development and learn from each
other, and intuitively connects them to best-in-class
learning content created by ASML and external
providers.

We aim to provide the best possible employee
experience by enabling learning and knowledge
management to take place on the job, guided by the
70-20-10 approach for learning: 70% on-the-job
learning, 20% coaching and 10% training courses. We
are also focused on providing performance support to
employees when they need to learn while performing
on their job. Compared to 2022, the growth of our
workforce slowed significantly in 2023, and in some
areas we did not have nearly as many new roles as in
the previous year. We therefore shifted our focus
toward creating awareness and engagement. This
also allowed us to concentrate resources on
supporting programs and communications related to
internal mobility and development, and onboarding
the large number of people we hired in 2022 and 2028.
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Attractive workplace for all (continued)

Providing the best employee experience - Employee engagement and development (continued)

Our targets and performance
in 2023

Two key targets measure the effectiveness of our
approach:

1 Employee engagement score - By 2025 to be
within a 2% range of the top 25% performing
companies benchmark for our we@ASML employee
engagement survey

2 Achieve 78% for well-being in our engagement
survey in 2023

Employee engagement

We measure the overall impact of our activities on the
total employee experience using our we@ASML
employee engagement survey.

This annual survey provides insights that enable us to
improve the employee experience and refine our policies
and processes. To measure how well our values are
embedded in the organization, the survey also includes
questions about our culture and values that go beyond
the ‘what’ to the ‘how’.

Our 2023 we@ASML employee engagement survey

reported good results and a high participation rate of
86% (in line with previous years), along with valuable
feedback for improvement.

The engagement survey score was 80.3% in 2023 — five
percentage points above our external global benchmark
of 75.2%, and an increase of 2.4 percentage points on
the score from 2022. Against the 2025 target, we already
score within the 2% range of the top 25% performing
companies (with our 2023 engagement score just over
1.3 percentage points lower). On all underlying topics,
we see an improvement compared to the previous year.
Overall, we conclude that ASML has a highly engaged
population. People are proud to work for ASML and
would recommend ASML to others.

Responses indicate a high level of team spirit, where
sharing knowledge and getting the job done are strongly
embedded in our way of working. Our employees feel
respected and have trust in each other. They continue to
raise concerns about effective processes, and they like to
have more opportunities to participate in sustainability
initiatives. Cross-collaboration and sharing knowledge
across teams also remain subjects for improvement.
Inclusion, well-being and job enablement are the key
themes we will focus on to further increase our
engagement.

In the past year, we have improved the awareness on our
sustainability initiatives and opportunities for employees
to contribute to it. Our sustainability initiatives nowadays
make 79% of our employees proud and convinced that
they have a positive impact on the world. This is an
improvement of 9 percentage points compared to last
year and 1 percentage point above the external average
(78%). Next to this, 53% see the opportunity to
participate in sustainability initiatives. A positive effect
compared to last year (39%), but we will nevertheless
continue focusing to further improve this score.

Social protection and fair labor conditions and remuneration for our employees

Working practices and remuneration

ASML is committed to providing fair labor conditions
and social protection for all its employees, regardless
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