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Message from 1 About This

the Chairman Report
 _____________________

Message from the Chairman

4 Environmental
Sustainability

2 Operational 3 Shared
Governance Value

5 Happy Career and 6 Appendix
Social Prosperity

SFC’s Vision

responsibility for environmental protection and sustainability.

The Company aims at becoming the most trustworthy material supplier; is committed to the mission to use resources efficiently, provide clean
and high-quality material technology, and create a happy environment; adopts the business policies of professionalism, integration, innovation
and service; sets key business goals for the mission to accelerate the integration of resources and achieve benefits and objectives, implements
efficiency reengineering to reduce operating costs, improve service levels to meet customer needs, and strives to fulfill our corporate

9

ee

Move Towards Sustainability with Innovation

In recent years, geopolitical changes and tensions have had multiple impacts
on companies' markets, capital, supply chain, brand image, and government
support. We will closely monitor geopolitical dynamics and develop flexible
strategies to deal with various uncertainties.

In terms of environmental protection, we are deeply aware of the threat
of climate change to the earth, so we are committed to reducing carbon
footprints and promoting the use of renewable energy. We have reduced
GHG emissions through process improvement, energy conservation, and
emission reduction. We also seek collaboration with suppliers to promote the
sustainable development of the entire supply chain.

As a responsible corporate citizen, we always comply with laws, regulations
and ethical standards and incorporate them into business decision-making
and operational processes. We also work with governments and regulatory
agencies in various countries to ensure that our business activities comply
with local legal requirements. In addition, we actively promote further legal
compliance training to enhance employees' awareness and understanding of
legal compliance and emphasize the importance of corporate governance. A
sound corporate governance system helps ensure a company's transparency,
accountability, and ethical principles. The Company will continuously improve
the internal control system and procedures to ensure that correct regulatory
and ethical standards are implemented.

Occupational health and safety have always been one of the Company's most
important areas of concern. We have prioritized the protection and maintenance
of employee health and safety by constantly improving and strengthening the
occupational health and safety management system and reinforcing employee
safety training and awareness education to reduce occupational hazards and
accidents at work. We also actively invest in the improvement of the working
environment to provide a healthier and safer workplace.

Societies around the world are facing many challenges. We will promote the
achievement of the Sustainable Development Goals and are committed to
improving social well-being and community development. We will make continuous
efforts in improvement and innovation to achieve higher social responsibility
standards. Furthermore, the Company will more actively communicate with
stakeholders and embrace their suggestions and opinions to ensure that our
actions meet social expectations.

This Report shares our progress on sustainable development and social
responsibility, as well as our prospects for the future. Thank you for your trust and
support, and we look forward to creating a better future together!

Chairman 1\2,\ i \%g
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1.1 Editorial Principles

About This Report

This Report summarizes the activities and specific performance
of San Fang Chemical Industry Co., Ltd. in corporate social
responsibilities in 2023, such as corporate governance,
environmental protection, employees, and social welfare.

This Report covers SFC's headquarters in Taiwan and business
locations in various regions, excluding controlled affiliates. However,
the financial information is based on the data in the consolidated
financial statements of San Fang Chemical and all subsidiaries in
accordance with the International Financial Reporting Standards.

Reporting Period

January 1, 2023 to December 31, 2023.

Scope of Coverage

Taiwan Indonesia

[ San Fang Chemical Industry Co., Ltd. | PT. San Fang Indonesia

Vietham China

[ Dong Guan Bao Liang

[ San Fang Vietnam Co., Ltd. > i
Materials Technology Co., Ltd.

Report Management Procedures

The Company's ESG Sustainability Report was discussed and
resolved by the board of directors. It has been disclosed on the
Market Observation Post System of the Taiwan Stock Exchange and
the ESG section of the Company's website (www.sanfang.com).

4 Environmental
Sustainability

2 Operational 3 Shared
Governance Value

5 Happy Career and
Social Prosperity

6 Appendix

(4

//g) Basis of Compilation

'

The statistics and information disclosed and presented in this Report are
annual data. This Report has been prepared in accordance with the GRI
Standards issued by the Global Reporting Initiative (GRI), the industry-
specific disclosure standards of the SASB(Sustainability Accounting
Standards Board), the framework of the Task Force on Climate-Related
Financial Disclosures (TCFD), the Sustainable Development Goals (SDGs)
and other sustainability indicators of the United Nations, and the Taiwan
Stock Exchange Corporation Rules Governing the Preparation and Filing
of Sustainability Reports by TWSE Listed Companies.

Publication

First published in May 2023.
Current publication: Published in May 2024.

Contact Information

Please contact us if you have any questions about this Report or the
Company's corporate social responsibility practices.

San Fang Chemical Industry Co., Ltd.

@ Address: No. 402, Fengren Road, Renwu District, Kaohsiung City
@ Contact persons: Jui-E Chiang, Hsing-Hung Hsiao

@ Telephone: (07) 371-2111 #31230

@ Website: http://www.sanfang.com
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Message from 1 About This

the Chairman Report
I

1.2Structure of the Corporate Sustainable
Development Organization

SFC’ s headquarters in Taiwan has established an ESG Development Committee
to coordinate and supervise the promotion of corporate sustainable development
affairs related to environmental safety and health, labor-management relations,
corporate governance, and risk management at subsidiaries in various regions,
assist the highest governance body in responding to issues of stakeholder
concern, and inform the highest governance body of the impact of stakeholders
on the Company.

Corporate
Governance Team

Ve

Customer

Al Management Team

Ve Establishment

“ Group
Supply

Chain Team

ESG
Development
Committee

Sustainable

President .
Innovation Team

Human Rights and
— Employee Development/
Care Team

Sustainability
Implementation
Group ~ Social Engagement
Team

Environmental
— Planning and Energy
Management Team

. Information Security
Maintenance Team

2 Operational
Governance

Work team

Policy Establishment
Group

3 Shared 4 Environmental
Value Sustainability

5 Happy Career and
Social Prosperity

Key promotion item

- Formulate corporate sustainable development policies

on environmental safety and health, labor-management
relations, corporate governance, and risk management.

6 Appendix

Sustainability
Implementation

- Regularly summarize the implementation progress of the

corporate sustainable development policies formulated
by the Policy Establishment Group and review their

Group performance.
- Protect the rights and interests of shareholders
Corporate - Strengthen the structure and operation of the board of
Governance Team directors
- Implement ethical management
c - Engage in the coordination and integration of feedback on
ustomer . . .
customer needs and improvement promotion with brand
Management Team

customers

Supply Chain Team

- Promote and use sustainable raw materials
- Promote actions to improve labor human rights and

environmental sustainability among suppliers

Sustainable
Innovation Team

- Develop green processes and increase the utilization rate of

environmentally friendly materials

Human Rights
and Employee
Development/Care
Team

- Improve employee well-being and create a happy work

atmosphere

- Provide employees with an appropriate growth environment

Social Engagement
Team

- Promote the development of surrounding communities

through collaboration with community/social collaboration

Environmental
Planning and Energy
Management Team

- Improve the environmental management system and the

mechanism and capability for GHG emissions inventory

- Plan and promote the directions, policies and programs

for climate change risk mitigation, and implement
environmental conservation from the inside out.

- Sign the SBTi (Science-Based Reduction Targets initiative)

commitment letter

Information Security
Maintenance Team

- Construct the Group's network information system,

formulate information security policies, and implement
various information security management requirements.
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1.3 Stakeholder Identification and Communication

The Company has implemented stakeholder identification and communication with reference to the AA1000 Stakeholder Engagement Standard. The identification of key
stakeholders facilitates internal and external company communication, and understanding the issues that are important to stakeholders is helpful for grasping the overall
development trend, which can be used as the basis for planning business strategies.

In order to systematically fulfill corporate social responsibility, the Company responds to stakeholders and issues of their concern. According to the five principles for
stakeholder communication and engagement, namely “dependency,” “influence,” “responsibility,” “diverse perspectives,” “tension,” we have determined
the connection between stakeholders and corporate sustainable operations to identify six types of key stakeholders, including 1. employees, 2. customers/brands, 3.
shareholders/investors, 4. suppliers, 5. government agencies/competent authorities, and 6. community residents. For details on our stakeholder contact persons, please refer
to the Company's website at https://reurl.cc/Ger9dA. In 2023, we focused on stakeholders in the hope to grasp market trends through stakeholder communication and use
them as a reference for further formulating risk response mechanisms, crisis handling mechanisms, and short-, medium-, and long-term corporate development strategies.

The communication with stakeholders in 2023 was reported to the board of directors on January 23, 2024.

Stakeholders

Employees

Issues of Concern

« Labor policy and human rights

« Employee salary and benefit
policy

« Labor-management relations

Communication Channel, Method and Frequency

- Executive-employee communication meeting/at

least once per quarter

- Labor-management dialogue/from time to time
- Education, training and dissemination/from time to

time

- Employee suggestion box, email, telephone, face-

to-face interview, internal instant messaging
platform/from time to time

- Employee satisfaction survey/annual
- Management meeting/monthly
- New employee orientation and new employee care

meeting/from time to time

Communication Channel, Method and Frequency

- We conduct an employee satisfaction survey every year. An employee satisfaction survey
was conducted in May 2023. The average satisfaction rate was 71.6%. The production
unit was most satisfied with the optimization of the working environment, and the
administrative unit was most satisfied with the growth of wages and benefits. In October,
a review meeting was held to discuss the deficiencies and make improvements.

- In 2023, the number of employee education and training hours reached 27,563.7, and a
total of 13 employees participated in the 2023 new employee orientation, totaling 285
hours.

- A monthly business meeting is held every month to report the problems faced by the
business and carry out communication and coordination to obtain the required assistance.

- The factory internship program for new employees is expected to be organized once every
six months or if the number of employees reaches a certain scale. Two sessions were
organized in July 2023.

- A panel discussion for foreign

employees was held in October 2023. Q @ @

’,J : N
’


https://reurl.cc/Ger9dA2023

Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
the Chairman Report Governance Value Sustainability Social Prosperity
I

Stakeholders Communication Channel, Method and Frequency Communication Channel, Method and Frequency

- Email, telephone, physical meetings/from time to - Major customers conduct one on-site quality and environmental safety inspection every

Customers/
Brands

Issues of Concern

« Customer communication and complaint
management

« Product quality and production efficiency

« Innovative products and technologies

Stakeholders

Shareholders/
Investors

Issues of Concern

« Business performance

« Corporate governance

« Legal compliance

« Sustainable development

Stakeholders

‘ Suppliers

Issues of Concern

« Supply chain management

« Supplier quality management and
product liability

« Supplier environmental protection
management and pollution control

time

- Factory inspections and visits/from time to time
- Exhibitions/from time to time

- Product introduction/at least twice a year

- Customer satisfaction survey/annual

Communication Channel, Method and Frequency

- Shareholders’ meeting/annual
- Investor conference/at least once a year
- Market Observation Post System/as required by

laws

- Company website/from time to time
- Scheduled visits with investors and corporates/

from time to time

Communication Channel, Method and Frequency

- Email, phone, correspondence, face-to-face

interview/from time to time

- Physical meetings, seminars/from time to time
- Environmental safety and health management

platform/real-time

- Supplier evaluation system/on-site random
inspection once a year and quarterly supplier

evaluation

- Supplier meeting/from time to time

year.

- In 2023, we participated in a total of 20 exhibitions.
- Two new product introductions were organized in 2023.
- For the annual customer satisfaction survey, 230 customer satisfaction survey forms were

completed in December 2023, and we reviewed and improved the areas where delivery
time and quality did not meet customer needs, which were the key concerns of customers.

Communication Channel, Method and Frequency

- The shareholders’ meeting was held in June 2023.
- In 2023, a total of one investor conference was held to report business and financial

information to investors.

- In 2023, a total of 14 material announcements were released in Chinese and English,

including monthly operating revenue announcements and quarterly financial reports.

- We have set up an Investors section on the Company's website and provided the contact

information of the spokesperson and shareholder contact persons.

- Irregular scheduled visits with investors and corporates.

Communication Channel, Method and Frequency

- A meal meeting is held every two months.
- In 2021, the Company's Environmental Safety Office developed an environmental safety

and health management platform (https://contractor.sanfang.com:52101/) to provide
vendors with access to education and training, including online training/examination/
certificate issuance before they enter the Company’ s factories. As of December 31,
2023, the platform had 36,720 users. The Company's environmental safety and health
philosophy and related materials have been disclosed on the platform for vendors’
reference.

- For suppliers, we conduct random audits of several suppliers once a year, and the

average supplier audit score in 2023 was 93.8.

- Supplier evaluation is conducted quarterly. There were 124 A-level suppliers in the first

quarter of 2023, 120 A-level suppliers in the second quarter, 129 A-level suppliers in the
third quarter, and 121 A-level suppliers in the fourth quarter.

- Irregular supplier meetings.
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Stakeholders

Government
Agencies/
Competent
Authorities

Issues of Concern

« Legal compliance

« Environmental impact management and
assessment

« Workplace safety and health

Stakeholders

Community
Residents

Issues of Concern

« Environmental impact management and
assessment

- Waste management

 Water resource management

» Giving back to the community for social
welfare

Communication Channel, Method and Frequency

- Market Observation Post System/as required by
laws

- Regular reporting/as required by laws

- Telephone, official document, email, suggestion
mailboxes on open government websites/from time
to time

Communication Channel, Method and Frequency

- Unscheduled visits/from time to time

- Appointment of contact persons for feedback from
and communication with external units/from time
to time

- Sponsorship for community welfare activities/from
time to time

Communication Channel, Method and Frequency

- Once a year, we report the implementation of the annual audit plan, education and

training hours, internal control statement, and information of auditors in accordance
with the regulations of TWSE.

- The Company makes a occupational safety and health report every month and an

environmental protection report every quarter according to regulations.

- We promote communication and understanding via telephone or website suggestion

boxes as appropriate and make improvements to comply with legal requirements.

Communication Channel, Method and Frequency

- Monthly neighborhood visit.
- There were no resident complaints in 2023.
- Connections with the industrial park in 2023: The Company publicized the measures for

drought prevention in March and promulgated the measures for solar energy installation
in May.

- The Company sponsors communities for resident care and hygiene promotion lectures

every quarter.

- In 2023, we donated 1,000 fire alarms to the Renwu Fire Brigade, cared for disadvantaged

children and sponsored schoolchildren's tuition and miscellaneous expenses, as well as
community walking activities.

- In 2023, 80 supervisors participated in an afforestation event in the Jiading Wetland to

plant 240 saplings.

- In 2023, an employee blood donation campaign was held, with 110 participants.

.<
/,( y

e
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1.4 Analysis of Material Issues

1.4.1 Identification of Material Issues

The Company have identified material sustainability issues that are critical to the current status and future operations of SFC through sustainability issue
collection, investigation, discussion, and review processes.

01

Understand the

02

74

Identify actual and potential

03

Assess the significance of impacts

04

=) §|I

Prioritize the most significant impacts

05

Identify actual and potential

organizational context

- Members of the Company's
ESG team compile the
background of the
organization's environment
according to the GRI
Standards, SASB, TCFD,
relevant standards of
competent authorities,
specific issues related to
the industry, and items
of concern in domestic
sustainability evaluations,
and the communication
process with stakeholders.

1 9 Sustainable Issues

impacts

- Questionnaire surveys were
conducted to understand
the level of stakeholders'
attention to various
sustainability issues. We
also conducted a survey
of senior executives’
opinions on the extent
of the impact of each
issue on the Company
to identify actual and
potential impacts on the
organization.

53 Questionnaires

- To make the impact
assessment more fit
the management's
decision-making, the ESG
Development Committee
and the advisory team
jointly discussed the impact
level of all sustainability
issues.

for reporting

- The ESG Development
Committee reviewed the
existing sustainability issues
according to internal and
external materiality principles
and determined 9 material
sustainability topics. Finally,
the committee discussed
the impact, possibility, and
significance of sustainability
issues with the advisory team.
This completes the sorting of
the sustainability issues.

9 Material Topics

impacts

- Align material topics with

the GRI Standards.

- Set the management policy,

medium- and long-term
goals, and indicators. In
the future, we will continue
to communicate with and
respond to stakeholders

- through our website and ESG

reports.
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1.4.2 Materiality Analysis Results of Stakeholders’ Concerns
g 4 )
=
o Product Quality
o and Technology
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3.
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= X X Talent
g Governance Environmental Social Cultivation
= Aspect Aspect Aspect Operational
12 and Financial
o Performance
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% - Product Quality and - Air Pollutant Management and Safety ) Compliance
&z <
= R&D -Waste and Hazardous o
8 - Legal Compliance Substance Management - ;
= . o Energy Consumption
§_ - Energy Consumption and = . and Management
= Management 3 Waste and Hazardous
< o Substance Management ‘Water Resource Utilization
Y 2 O and Wastewater Discharge
s ~ Control
2 o OHt Ot
= ) o
. %) Air Pollutant
» Operational Impact Py Management o

Climate Change
Product Quality and Technology R&D

Talent Cultivation

Supply Chain
Management

Operational and Financial Performance
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» Explanation of Adjustments to the Material Topics Disclosed for the Current Year

In 2022, the ESG Development Committee reviewed the materiality analysis process, clarified the significance of each sustainability issue with reference to domestic and
foreign industry trends, and made appropriate adjustments to the scope. Compared with the 7 sustainability topics in the previous year, in 2023, the Company added or
renamed the economic, environmental, and social topics, and a total of 9 operational-related sustainability topics were compiled. The reasons for the adjustments are
explained as follows.

Changed Material Topic Change Reason for adjustment

To increase the Company’ s attention and actions on legal compliance in

Legal Compliance Newly added respect to the existing international rating and the fact that stakeholders are
very concerned about the compliance status of the Company.

Occupational In response to the occupational health and safety disclosures currently required

P Newly added by competent authorities and the fact that the international supply chain is very

Health and Safety

concerned about the labor safety issues in this industry.

1.4.3 Material Topics and their Boundaries

Impact Boundary

GRI Corresponding

Topic Category SDG
Investors Customers Employees | Communities

Governance and Economic Aspects

Moday Aiqeuteisns 93 *piT “o0n Aisnpuj jesiwsy) Suey ues

Material Topic Significance to SFC Potential Impact

Setting the corporate management vision and goals,

including sustainable management strategies, as well 201

Operational : - .~ Operating performance directly - .
and Financial |25 flpanual-.related perfo.rman.ce., such as operating affects the Company's costs and 0 Direct economic
Performance profit margins, stock price, dividends, and assets profits value generated

and liabilities, which are the cornerstone of SFC's
sustainable operations.

and distributed

Product Quality
and Technology
R&D

Maintaining and improving production quality to
minimize the negative environmental and social
impacts of products.

Product quality directly affects the
Company's customers' willingness
to place orders.

Industry Issues

e
oo

Legal Compliance

For legal compliance, we strive to comply with internal
operating procedures and the Company's business
philosophy, establish an effective compliance system,
and control possible risks in order to maintain a good
reputation.

Failure to properly address the risks
caused by legal compliance issues
will increase operating costs and
affect the Company's reputation.

2-27
Compliance

€70z 1oday Ajiqeurelsns g3
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1.4.3 Material Topics and their Boundaries

Material Topic

Significance to SFC

1 About This
Report

Potential Impact

Environmental Aspect

2 Operational
Governance

Suppliers

3 Shared

Value

Investors

Impact Boundary

Customers

Employees

4 Environmental
Sustainability

Communities

5 Happy Career and
Social Prosperity

GRI
Topic Category

6 Appendix

Corresponding
SDG

Strengthening the Company's ability to cope with
climate change and GHG reduction measures, including
responses to climate risk governance and identification,

Failure to properly address the

Air Pollutant GHG inventory, and disclosure of carbon emission substantive a.nd transition r'SI.(S Q Q Q 305
Management |. o h - caused by climate change will Emissions
information in the life cycle of products and services, . .
. s . . - ’lincrease operating costs.
to ensure climate resilience and climate information
transparency in operations.
- . . The water shortage resulting from
Water Resource Establishing a comprehensive _envnronmental a lack of water resources caused
e management system to reduce air, water, waste, R S
Utilization and ) .’ by climate change will increase 303
hazardous substance pollution, and other pollution ; red (v (V) (v
Wastewater | < "\ 0 Derations to minimize environmental operating costs, and water rationing Water
Discharge Control impact yop will directly affect production and
pact. revenue.
Proper waste management can
Waste and Reducing the environmental load of each stage of the not only reduce waste generation
Hazardous 2 . . and related costs, but also create
substance  Product life cycle is an important goal of the Company = “ =71 22m B F 2 20 C RS (v (v @ 306 Wwaste
Management in promoting environmental protection. environmental impact of our
operations.
The use of low-carbon energy
. . has become a future trend.
Energy Good energy management can improve operational Power rationing will directl
Consumptionand performance and reduce environmental load and 8 - y (v (V) @  302Energy
- affect production. Failure to take
Management |carbon footprints. . -
appropriate measures may increase
operating costs.
Social Aspect
Establishing a talent attraction and cultivation __.
system, including recruitment channels, transparent Ejlbl:t;eni?vgrz:)npdeilr)g:sdi?igenssriglli 404 B res
Talent Cultivation promotions, employee career development, . - Education and
: - caused by climate change will -
performance evaluation mechanisms, and talent increase operating costs Training
cultivation, to facilitate corporate growth. P & )
Establishing a comprehensive environmental The water shortage resulting from
. a lack of water resources caused 403
. management system to reduce air, water, waste, - P .
Occupational h . ’'by climate change will increase Occupational
hazardous substance pollution, and other pollution - S =C Q
Health and Safety caused by operations to minimize environmental operating costs, and water rationing Health and
yop will directly affect production and Safety

impact.

revenue.

Note 1 SFC Group consists of subsidiaries including BAL (China), San Fang Vietnam (Vietnam), and PT (Indonesia). San Fang Indonesia
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2.1 Group Profile » Basic Information of the Company

_ o , e of June 16,1973
In 1973, San Fang Chemical was established in Kaohsiung, et it
becoming the first company in Taiwan to use the wet Personin Charge  Meng-Ching Lin
PU production process. Our main products are PU President v
synthetic leather, films, and the core technology of leather residen Chih-¥iLin - - - : -
manufacturing. The Company continues to develop a The Company is mainly engaged in the manufacturing of shoe materials.
variety of environmentally friendly materials using recycled Main Business |1 recent years, the Company has expanded into new fields such as yarn,
polyester. In response to the market's demand for lightweight, fllms,‘ready-made clothing, sports goods, and transportation interior
breathable, and low-carbon products, such products will be materials.
the focus of our future marketing and innovative research and Operation _ . . .
development. ey No. 402, Fengren Road, Renwu District, Kaohsiung City, Taiwan

, ) . . . Global Locations  Taiwan, China, Vietnam, Indonesia
The Company’ s film materials are produced in Taiwan, can

accommodate the diversified processing methods of shoe Paid-up Capital ~ NTD 3.98 billion
factories, and are the Company’ s core product, besides Number of

artificial leather. We strive to expand the application fields Employeesinthe  Approx. 2,590
with a high film recycling rate and increase product categories Group

and design changes in order to not only meet customer needs,
but also protect the earth and cope with the challenge of
carbon reduction.
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2
g - Taiwan 510 Employees - China 310 Employees - Indonesia 550 Employees - Vietnam 1,220 Employees
-
Y
g Dong Guan Bao Liang Materials San Fang Vietnam Co., Limited PT. San Fang Indonesia
S Technology Co., Ltd.
= Established in: 2000 Established in: 2003 Established in: 2010
Main Products: Shoe materials, Main Products: Shoe materials, sports Main Products: Shoe materials
transportation materials goods

Sporting goods
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2.1.2 Industry Chain Diagram

» Correlation Diagram of the Upstream, Midstream, and Downstream Segments of the Industry

BG
Ethylene
Glycol
Ethylene =~ = (EG)
Dimethyl
formamide
s (DMF)
Benzene et
Butadiene
Raffinate
Natural
Cotton
EG
PTA
Polyester
Cotton
AN
Nylon Cotton
CPL

Polyester
Polyol

Diisocyanate
(TDL, MDI)

Dimethyl
formamide
(DMF)

Methyl Ethyl
Ketone (MEK)

Fleece Fabric

Non-woven
Fabric

..........

Base
Fabric

Release
Paper

Pigments
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Footwear
Sports shoes, riding
P boots, leather shoes,
: sandals, etc.

Leather Bags
Leather bags, leather
suitcases, leather
wallets, etc.

Garment
Manufacturing
Windbreakers, jackets,
coats, leather jackets,
leather pants, leather
skirts, and other men's
and women's clothing

: Others
eeeeed Sofas, seat cushions,

gloves, belts, tents, etc.

The Company is a large-scale manufacturer of
branded materials for sports shoes and casual
shoes. As a partner of international brands such
as Nike, adidas, Asics, and New Balance, as well
as footwear manufacturers such as Pou Chen
Group and Feng Tay Group, we provide flexible
production capabilities and services for multiple
brands.

Shoe materials account for more than 90% of the
Company's revenue in end product applications.
We actively strengthen the promotion and
marketing of non-shoe materials, explore new
customer sources, and diversify the customer base
to increase operational momentum.

In 2024, 90% of the growth momentum will be
in sports shoe materials, with the development
and promotion of new materials as the focus.
Particularly we will engage in the R&D and
production of recycled fibers, advanced films, and
water-based solvent-free artificial leather to attract
international brand customers to introduce the
next generation of carbon reduction materials and
product applications.

At present, the Company's capacity utilization
rate in Vietnam and Indonesia is 70% and 75%,
respectively. As the second phase of plant
expansion in Indonesia is planned to be completed
in 2024, the improvement in our Indonesia
factory's output efficiency can meet the growing
needs of international customers in Europe and
the United States.

In 2024, we will establish a joint venture in India
to promote the automotive materials market,
establish an office in Sri Lanka to specialize in
the apparel film market. With local services and
integration of local resources , we will actively
expand overseas markets, engage in quicker and
closer brand development and interaction, and
established differentiated service advantages in
order to get in on the ground floor.
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2.2 Operations Management

Looking back on 2023, the slowdown in the U.S. economy, China's weak economy,

é? 2.2.1 Turnover T il and cautious consumer spending due to inflation; the global economy was hampered
o urnover-mition by sluggish end market demand and industrial inventory adjustment, which slowed
@ 12,000 10.763 10.087 economic growth; and major brands were affected by the declining consumption
% ’ raeees power of the Chinese market. As well as high inventory pressure, it is planned to
=) 0000 g3ga e reduce the types of key product lines to control costs, and the orders in the artificial
S leather market show a declining trend.

>

% 8000 Under various challenges, the Company strictly controlled operating costs, adjusted
S product strategies rapidly with the market, and actively discussed with customers on
® 6,000 countermeasures to respond to market changes. Through diverse productions niche
= adjustment responding to the short and urgent order request of customers and jointly
g 4,000 develop and create values with customers. The Company strives to reduce the impact
0 of the operating environment on operations and business, responds prudently in all
o 5000 aspects, implements future development strategies at a steady pace, and benefits
a ' from the maintenance of raw material costs, which has contributed to the outstanding
2. performance of the Company's overall operating results and profits.

S 0 2022 2023

5

5

o

2 » Overview of the Business Plan and Implementation Results

2.2.2 After-tax Net Income and Earnings per Share :
Currency: NTD in Thousands

Year
800,000 760,274 25

191 .
o 600,000 : Ne::‘ifzzng 8,384,006 100% 10,763,499  100% 10,086,736  100%
(A
v 470,114
a 1.5 Operating costs 6,909,767 82% 9,029,397 84% 7,561,009 75%
% 400,000 Gross profit 1,474,240 18% 1,734,102 16% 2,525,727 25%
= 1
= 218,012 Net income 240,999 3% 293,331 3% 987,075 10%
[}
? 200,000 .
2 ’ 0.5 Pre-tax netincome 146,348 2% 595,297 6% 1,029,077 10%
N
§ After-tax net income 115,933 1% 470,114 4% 760,274 8%
0
Basic earnings per
202 2021 2022 202 9sp
020 0 0 023 share 0.29 1.18 1.91
@ After-tax net income - attributable to —®- Earnings per share (NTD) (NTD)

the parent (NTD million)
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2.2.3 Government Subsidies/Incentives 2.2.4 Tax Information

The Company supports tax policies that contribute to sustainable corporate
Region Item Amount of Subsidy development and economic growth, apq is committed to information
transparency and corporate social responsibility.

wn
Q
« Incentives for high-quality RMB zn
development of industrial =
enterprises in the first quarter of 300,000.00 Each operating location follows local tax laws and regulations >
2023 by filing applications and paying taxes on time. 3,
(]
. g RMB =
- Export and tax incentives
P 51 000 00 Disclose tax information in financial reports as required to =
/4 O q a a
ensure information transparency. S
O
RMB §
. . . . . -
* Others 1 4 295 84 Business-to-business transactions are subject to the arm's g
7 G length principle. g
(%]
G
Keep track of the changes in tax laws and regulations at g
each operating location, conduct tax risk assessments, and ol
formulate response strategies. Z
P
Region Item Amount of Subsidy 3

. NTD NTD in Thousands 2021 2022 2023
 Incentive under the Employment

Stabilization Program 1 05’000 o )

re-tax '(‘:; income 146,348 595,297 1,029,077
NTD m
« Government exhibition subsidies a
1 3 0 000 Monthly income ©
Parent 7 tax expense (B) 30,415 125,183 268,803 2
; : i Effective tax rate %
+ Youth internship program allowance 40 000 (B/A) 20.80% 21.00% 26.12% »
! g
S
NTD =

Note: For relevant tax information, please refer to the Company’ s 2023 consolidated

+ Others 41 ’694 financial statements
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2.2.5 Products and Sales

Dry synthetic
leather

Wet synthetic
leather

II- P Films

®

@ Others

Total

2.2.6 External Engagement

» Active Participation in Industry Associations

Taiwan Regional
Association of
Synthetic Leather
Industries

Kaohsiung
Chamber Of
Industry

Unit: Thousand Yards, NTD in Thousands

2022 2023

Production Production Production Production
Volume Value Volume Value
27,923 5,873,277 25,801 4,633,532
11,381 2,585,246 10,022 2,058,250
17,975 1,795,817 15,685 1,380,672
7,671,315 5,403,357
57,279 17,925,655 51,508 13,475,958

. » Participation in Public Affairs
Taiwan

Sporting Goods
Manufacturers

Taiwan Nonwoven
Fabrics Industry
Association

The Company has always maintained political neutrality
and does not engage in any form of political party-related

Association activities. However, we actively participate in local public

Kaohsiung City their civic responsibilities.
General Industry

affairs such as social care and community welfare. We also
encourage employees to participate in public affairs to fulfill

Association For details, please refer to 5.4 Social Assistance of this Report.
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2.3 Corporate Governance

» Goals of the 2024 Corporate Governance Action Plan

In accordance with the Sustainable Development Action Plan for TWSE/TPEx Listed Companies, the Company actively
enhances corporate governance performance and information transparency.

i The board of directors
e English version of the

ESG report

governance evaluation includes one female
level director

» Process of the 2024 Corporate Governance Action Plan

POIICI.eS Al Goals and Targets Dl Specific Actions
Commitments

In response to competent The Company cooperates 1. Increase the disclosure Corporate Governance
authorities' promotion of with the "New Corporate rate of the Company's Evaluation.
corporate governance and Governance Roadmap" English information to

their emphasis on ESG issues, planned by the competent cement investor relations.

the Companylenhance.f, authority and gradually 2. Improve response

the Company's ESG rating enhances the corporate measures according to the

to reduce financing costs
and increase capital-raising
efficiency. For negative
impacts, if the board of
directors fails to exercise
due diligence, it will harm
the rights and interests of
shareholders.

governance culture. Corporate Governance 3.0
action plan.

1. Release the Chinese
and English versions of
corporate governance
information at the same
time.

2. Complete risk assessment
and formulate
countermeasures for each
unit.

Moday Aiqeuteisns 93 *piT “od Aisnpuj jesiwsy) 3uey ues

18

€20z 1oday Ajiqeureisns g3




Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix

the Chairman Report Governance Value Sustainability Social Prosperity

2.3.1 Structure of the Corporate Governance Organization 2.3.2 Aspects of Corporate Governance

- @ Abide by national laws and policies as well as corporate ethics
(Protect the Rights and Interests of Shareholders> and morals, and firmly adhere to integrity and decency in

operations.

The board of directors has formulated the "Corporate Governance Best Practice Principles,"
"Ethical Management Best Practice Principles," "Code of Ethical Conduct" and "Sustainable @ Implement corporate governance and strive to achieve a
Development Best Practice Principles" to foster a company-wide culture of integrity and balance of interests with all stakeholders.

ethical conduct and fully protect the rights and interests of shareholders.

@ Reinforce the functions of the board of directors, perform self-
performance evaluation, and control the GHG inventory and
disclosure schedule on a quarterly basis.

Shareholders' @ Ensure the transparency of operating results, communicate
Meeting with stakeholders through appropriate means, and respond
to their concerns in a proper manner.

Audit Office

The Company continues to uphold the four core principles of
protecting shareholders' rights and interests, strengthening the
operation of the board of directors, respecting stakeholders, and
enhancing information transparency to implement corporate

R e Board of governance and pursue sustainable operations.

Committee Directors
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Chief Corporate

TR 6 T 2.3.3 Operation of the Board of Directors

Audit

. In addition to the Remuneration and Audit Committees
Chairman established in accordance with the law, we have also established
the "ESG Development Committee" to improve supervision
and strengthen management. The Company conducts internal
performance self-evaluation on the board of directors and
functional committees annually to enhance the effectiveness of
the board.

e ﬁ)]'

Committee

President
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2.3.3 Operation of the Board of
Directors

(Functions of the Board of Directors>

The Company's board of directors is the
Company's highest governing body and
operational decision-making center. It is
responsible for overseeing the Company's
compliance with various laws and regulations
and transparency of operations, assessing
risks, and reviewing the appointment,
dismissal, and reward of the management
team.

The Company's Articles of Incorporation
stipulates that the candidate nomination
system shall be adopted for director elections.
The board will discuss matters such as the
eligibility requirements of shareholders or
director candidates nominated by the board
of directors, and the resolution results will be
made available to shareholders for reference
in order to elect suitable directors.

( Board Diversity >

The composition of the board of directors
has taken into consideration the Company's
business model and development needs. The
Company has specified the required number
of directors and diversity guidelines, including
basic requirements, values (such as gender,
age, nationality, and culture), and professional
knowledge and skills (such as law, accounting,
industry, finance, marketing, or technology),
in Article 23 of the "Corporate Governance
Best Practice Principles" on the diversity of
board members. In order to achieve the ideal
goals of corporate governance, the board of
directors as a whole shall be equipped with
the ability to make operational judgments,
management ability, crisis management
ability, industry knowledge, financial
accounting expertise, etc.

Core Diversity Item

Name of Director

San Fang Investment Enterprise
Co., Ltd.
Representative: Meng-Ching
Lin

Male

POU CHIEN TECHNOLOGY CO.,
LTD.
Representative: Jin-Chu Lu

Male

POU CHIEN TECHNOLOGY CO.,
LTD.
Representative: Jia-Hui Tang

Male

POU CHIEN TECHNOLOGY CO.,
LTD.
Representative: Yuan-Huang
Liao

Male

Independent Director Li-Fan Lin

Male

Independent Director Wan-Lin
Hsu

Male

Independent Director Chih-
Lung Chou

Male

Most are
between 55
and 70 years
old

Term of
SN LT Industry | Academic
of Service of | Main Education Background stry x Areas of Expertise
Experience |Experience
Independent
Directors
Doctor of Management, Corporate
National Sun Yat-Sen management,
University Q strategic planning,
Master's Degree, Johns and corporate
Hopkins University development
Master’ s degree, College of r:;ﬁguec:];(;z t
Management, National Chung O ger
- NN and business
Hsing University
management
Business
Master of Accounting, New 0 administration
York University, USA and accounting
auditing
Business
Master's degree, University of O administration
Cambridge, UK and financial
management
Master's degree, California .
8-9years State University © Finance
Bachelor of Commerce, Accounting
8-9years National Taiwan University O auditing
Master of Financial
Management, National Accounting
>-6years Kaohsiung First University of Q Q auditing
Science and Technology
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» Disclosure of Information on the Professional Qualifications of Directors and the Independence of Independent Directors

v

Number of Public Companies Other than
the Company where the Independent
Director Serves as Independent Director

Independence of

Name/Conditions Professional Qualifications and Experience Independent Directors

1. Has been the Company's President for about 12 years, with the work experience
Meng-Ching Lin required for the Company's business
Chairman 2. Equipped with expertise in business administration, strategic planning, and N/A O
corporate development
3. None of the circumstances in Article 30 of the Company Act apply

1. Has been the President of Pou Chen Corporation for more than 10 years as well
as the Chairman of the Board and Executive Director of Yue Yuen Industrial
Jin-Chu Lu (Holdings) Ltd.; has about 40 years of experience in the production of shoes and
Director shoe materials N/A 0
2. Equipped with expertise in production management, business management,
and corporate development
3. None of the circumstances in Article 30 of the Company Act apply
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1. Executive Assistant Vice President of Pou Chen Corporation responsible for
responsible for supervising global supply chain management functions;
Director of NAN PAO RESINS CHEMICAL CO., LTD.; Executive Director of Pou
Yuan-Huang Liao Sheng International (Holdings) Ltd. (Hong Kong); Director of Prosperous
Director Industrial (Holdings) Limited; has more than 29 years of experience in banking, N/A 0
finance, corporate governance, and commercial operations.
Equipped with expertise in business administration and financial management
None of the circumstances in Article 30 of the Company Act apply

wn

1. Has been the Chairman of TAH KONG CHEMICAL INDUSTRIAL CORP. for more
than 25 years, with the work experience required for the Company's business
Jia-Hui Tang 2. Expertise in business administration, corporate development, and accounting
Director auditing N/A O
3. None of the circumstances in Article 30 of the Company Act apply
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Name/Conditions

Li-Fan Lin
Independent
Director

Professional Qualifications and Experience

Former President of King's Town Bank

Former Vice President of Chase Bank

Executive Director of Acosta Ventures (BVI) Limited
Serving as a member of the Audit Committee,
equipped with expertise in finance

Current Independent Director of FONG CHIEN
CONSTRUCTIONCO., LTD.

None of the circumstances in Article 30 of the
Company Act apply

Wan-Lin Hsu
Independent
Director

Has been a partner CPA of KPMG Taiwan for 25
years

Former Assistant Auditor of Tax Reform
Commission, Executive Yuan

Serving as a member of the Audit Committee,
equipped with expertise in accounting auditing
Former Independent Director and Remuneration
Committee Member of JMC ELECTRONICS CO.,
LTD.

None of the circumstances in Article 30 of the
Company Act apply

Chih-Lung
Chou
Independent
Director

Certified Public Accountant of Wushi Accounting
Firm

Serving as a member of the Audit Committee,
equipped with expertise in accounting auditing
Former Supervisor of St.Shine Optical Co., Ltd.
None of the circumstances in Article 30 of the
Company Act apply

Independence of Independent Directors

None of the following circumstances apply to
the independent directors of the Company, and
all of the independent directors comply with the
independence requirements:

1. The independent director is an employee of
the Company or its affiliates.

2. The independent director, his/her spouse or
relative within the second degree of kinship
serves as a director, supervisor or employee
of the Company or its affiliates.

3. The independent director, his/her spouse
or relative within the second degree of
kinship (or in the name of others) holds the
Company's shares.

4. Theindependent director serves as a director,
supervisor, or employee of a company
with which the Company has a specific
relationship.

5. The independent director provided business,
legal, financial, or accounting services to
the Company or its affiliates and received
remuneration in the most recent two years.

Number of Public Companies
Other than the Company where the
Independent Director Serves as
Independent Director
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» Continuing Education of Directors

. Continuing
';?2;3: DateEc:jfu(iz:i':;:umg Organizer Course Title Education
%",’ Hours
g Analysis of Policies Related to the Sustainable Development
o . .
R 2023/7/14 Accounting Research and Development Foundation Action Plan and Roadmap for TWSE/TPEXx Listed Companies 3
>
D . . .. .
= Meng-Ching Lin 2023/7/11 Accounting Research and Development Foundation Establishment of ESG Susta|pa]b|l|ty Strategies to Enhance 3
S Competitiveness
g . . How the Board of Directors and Senior Management Review
§ 2023/7/10 Accounting Research and Development Foundation the ESG Sustainability Report 3
<
3 2023/5/15 Taiwan Corporate Governance Association Trends and Practiceg of Hur'nan'Rights and Sgstainable 3
= Jin-Chu Lu Development in Multinational Enterprises
o
i-Uq 2023/4/14 Taiwan Academy of Banking and Finance Corporate Governance Workshop 3
@
‘é’ Jia-Hui Tang 2023/7/4 Cathay United Bank Cathay Sustainable Finance and Climate Change Summit 6
S
= . L How to Improve Communication with External Stakeholders
% 2023/8/10 Taiwan Corporate Governance Association to Address the Challenges of IFRS 17 1.5
<
o Yuan-Huang . A . . .
@ ; 2023/07/07- . . . E-Course on Financial Resilience and Operational Continuity
L

§ iao 2023/8/6 Taiwan Academy of Banking and Finance in the Post-pandemic Era 23

2023/4/14 Taiwan Academy of Banking and Finance Corporate Governance Workshop 3

2023/10/13 Securities & Futures Institute Carbon Rights 'I.'ra)ding.Mechan.ism.and Business 3

Administration Application
Li-Fan Lin hould q | |

- . . How Enterprises Should Conduct International Tax Planning
a 2023/10/12 Securities & Futures Institute and Investment 3
g.. . Global Corporate Sustainability Forum 2023 - Sustainable
5 Wan-Lin Hsu 2023/11/14 KPMG Taiwan Future: Comprehensive Low-Carbon Innovation Blueprint 3
‘g 2023/10/2 KPMG Taiwan Thinking and Resilience in the New International Order 3
("]
°
g . Doy . -
3 2023/3/31 CPA Associations R.O.C. (Taiwan) Directors F|dUC|ary Duties and Responsibility for False 3
S Financial Statements
& Chih-Lung Chou

2023/3/20 CPA Associations R.0.C. (Taiwan) Supervision and Practlcefgf’l\égzgy Laundering Prevention 3
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Qmplementation by the Board of Directors> 2.3.4 Audit Committee

The board of directors meets least once a quarter to review the Company's business
performance and discuss important strategic planning issues. Through the business
report of the management team and the communication with the management, the board
understands the actual operation and urge the management team to achieve operational
goals. The board of directors maintains good communication with the management to
implement the board's instructions and achieve business and operational goals, creating
maximum value for shareholders.

The board of directors adheres to the Company's "Rules of Procedure for Board of
Directors’ Meetings" and formulates principles for the recusal of directors for conflicts of
interest. All board members shall faithfully perform their duties, fulfill their obligations as
good administrators, and exercise their powers with a high degree of self-discipline and
prudence. To prevent conflicts of interest, they shall recuse themselves from any proposal
involving a conflict of interest, and shall not participate in the discussions, nor shall they
exercise voting rights on behalf of other directors.

The Company's board of directors held six meetings in 2023. The board members actively
attended the meetings, with a personal attendance rate of 91%, effectively supervising
the implementation of business plans. Please refer to the Company's annual report for the
shareholders’ meeting for important resolutions adopted by the board of directors.

(Remuneration Policy for Directors and Managers>

Directors’ remuneration: Transportation expenses and director compensation.

Independent directors’ remuneration: Fixed monthly remuneration. The Company’ s
independent directors does not participate in the distribution of director remuneration to
maintain their independence.

The policy for the allocation of director compensation is specified in the Company's Articles of
Incorporation, and the rules for distribution of the director compensation are determined by
the board of directors.

The remuneration of managers is divided into fixed remuneration and variable remuneration.
Variable remuneration is determined based on the salary level of the respective positions in
the market, the scope of the positions’ power and responsibility within the Company, the
contribution to the Company's operational goals, and the decision-making risks assumed, the
achievement of departmental performance goals, the risks of failure to achieve operational
goals assumed, and the risks of non-compliance with policies and regulations assumed are
the bases for paying the remuneration. Reasonable remuneration is provided to achieve the
purpose of seeking, motivating, and retaining talent.

The remuneration of directors and managers shall be reviewed by the Remuneration
Committee and approved by the board of directors as required by law. It shall also be disclosed
in the Company's annual report so that stakeholders can fully understand the linkage between
the remuneration of directors and managers and the Company's operational performance.

In 2018, the Company set up the Audit Committee in accordance with the
law, whose duties are to supervise the Company's financial reporting quality
and integrity to ensure the presentation reasonableness and adequacy
of financial statements. The Audit Committee is also responsible for
reviewing the professionalism and independence of CPAs, the rationality of
transactions with significant parties, and ensuring the design and effective
implementation of the internal control system.

The Audit Committee consists of three members, all of whom are independent
directors, with one of them being the convener. The committee holds at least
one meeting every quarter. A total of five Audit Committee meetings were
held in 2023, with an attendance rate of 100%. Please refer to the Company's
annual report for the shareholders' meeting for the implementation status of
the meetings.

2.3.5 Remuneration Committee

The Company established the Remuneration Committee in 2012 in
accordance with the law. It shall faithfully fulfill its responsibilities, namely

“establishing and regularly reviewing the policies, systems, standards and
structures for the performance evaluation and remuneration of directors and
managers" with its professionalism and the due care of a good administrator
and “determining and periodically assessing the remuneration of directors
and managers.” The committee also makes recommendations to the board
of directors for reference in decision-making.

The committee currently has three members appointed by the resolution of
directors. One of them is the convener. At least two meetings are held every
year. A total of five Remuneration Committee meetings were held in 2023,
with an attendance rate of 93%. Please refer to the Company's annual report
for the shareholders' meeting for the implementation status of the meetings.

2.3.6 Performance Evaluation of the Board of Directors
and Functional Committees

In 2023, the Company implemented the performance evaluation of the board
of directors and the functional committees of the Remuneration Committee
and Audit Committee. The performance evaluation of the board of directors,
individual directors, and functional committee members is conducted every
year. Please refer to the Company’ s annual report for the shareholders'
meeting for the evaluation content.
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2.3.7 Respect for Stakeholders

We have set up a spokesperson's mailbox and dedicated staff to properly respond
to the suggestions and problems of various stakeholders in an ethical and
responsible manner, thereby fulfilling our social responsibilities.

(En hancing Information Transparency>

The Company is committed to enhancing the timeliness and transparency of
information disclosures. In addition to disclosing relevant information on the .
Market Observation Post System in accordance with the law, the Company also Remuneration
participates in investor conferences held by securities firms to explain the financial Committee

data, business performance, and other relevant information that has been released.
There is also an "Investors" section on the Company’ s website to provide real-

2 independent directors +
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time information on financial, business, and stock affairs. We have also set up an 1 external expert
investor service contact point as a smooth two-way communication channel. 5 meetings in 2023
Attendance rate of
Audit 93%
Committee
The Company has a Chinese/English
PO | website to disclose the business 3 independent directors
GLEEEET | progress and regularly update the
financial information and corporate 5 meetings in 2023 Board Of
governance status. Attendance rate of Directors
3
Proposals for shareholders’ (o) 4in ndent dir rs +
PR | meetings are voted on by electronic 1 00 A) depe dent directors
@:ccocoeoe | RS | means and on a case-by-case basis, 3 external experts
. and the voting results are announced g 7
_:;f:sr:::te'::y onthe “Market Observation Post 6 meetings in 2023
Disclosures Made $ System” after the meetings. Attendance rate of
English versions of the financial
@ceeeeddees WL | statements, annual report for the 9 1 %

shareholders' meeting, and ESG
report.

lﬁz . Diverse communication channels and
Information . . . .
@ cococcecece Vel soyeeemees | media for information disclosure are

provided to continuously improve CSR
performance.
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2.3.8 Ethical Management

Ethical Governance
Regulations

The Company has established the
"Rules of Procedure for Board of
Directors’ Meetings," "Board of
Directors Self-Evaluation or Peer
Evaluation Measures," "Organizational
Charter of Audit Committee,"
and "Organizational Charter of
Remuneration Committee." These
regulations regulate the functions of
the board and all functional committees
and ensure that they fully supervise the
Company’ s business activities. The
charters also stipulate that directors or
members shall recuse themselves from
decision-making matters that conflict
with their own interests and adhere
to the highest standards in ensuring
ethical management.

The Company has established the
"Ethical Management Best Practice
Principles" and the "Code of Ethical
Conduct" to establish and implement
an ethical management culture.
The audit unit subordinate to the
board of directors annually audits
the compliance of the operations of
all operating locations around the
world with the norms corresponding
to the eight management cycles as
well as local laws and regulations.
The audit reports are all presented at
Audit Committee meetings and board
meetings.

Avoidance of
Conflicts of Interest

The Company strictly requires that
if directors, managers, and other
attendees or their representatives
have a stake in a board meeting
agenda item, they shall explain the
important contents of the stake at the
current board meeting. If the stake
is likely to harm the Company’ s
interests, they shall not participate in
and shall recuse themselves from the
discussions and voting.

All employees of the Company must
avoid situations where there is a
conflict of interest with themselves
or the Company, or where undue
or improper advantages may be
obtained for themselves, their
spouses, parents, children, or other
interested parties when conducting
company business.

Compliance with Discipline
and Anti-corruption

The Company undertakes to ensure
all overseas operating locations
comply with local tax laws, labor
laws, environmental, safety and
health laws and regulations. If
there are changes in the laws and
regulations, we will immediately
analyze their impact and take
corresponding actions. In addition,
the Company also communicates
with local governments from time to
time when there are doubts to ensure
compliance with local laws and
regulations.

We have established the "Ethical
Management Best Practice
Principles" and the "Code of Ethical
Conduct" to set forth anti-corruption
clauses that strictly prohibit bribery.
Each employee is required to prohibit
bribery or gifts from business
related parties, abide by the law and
discipline, and be ethical.

Reports of illegal acts may be made
to designated personnel according
to the Company's "Regulations for
Reporting of Unlawful and Unethical
Behavior" and "Employee Complaint
Regulations." https://reurl.cc/Ng6k0q

Integrity Education
and Training

To establish an ethical management
culture, we ensure education,
training, and communication on
the "Ethical Management Best
Practice Principles" and "Code of
Ethical Conduct" for all employees,
including:

- The Company gives a written notice
to individual directors whenever
there is a re-election of directors
by the shareholders' meeting. All
seven members have been fully
informed.

- New employees receive orientation
including courses on ethical
management and prevention plans
to gain a full understanding of
correct behaviors.

-The Company's supervisors
participate in the "Awareness
Course on the Ethical Management
Best Practice Principles and
the Code of Ethical Conduct for
Supervisors, and Handling of
Unlawful and Unethical Behavior
Reports" every year. We make the
course information available on
the Company’ s KM Education and
Training section to communicate
integrity and the duty of
confidentiality to all employees.
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Gmplementation of Ethical Management in 2023>

The Company has established the "ESG Development Committee" and set up a "Corporate Governance Team" under it to promote the Company's corporate governance
matters such as ethical management, anti-corruption, anti-bribery and legal compliance. The team reports its implementation status to the Company's board of directors once
a year. The 2023 implementation status of ethical management was reported to the board of directors on January 23, 2024. The Company's board of directors has fulfilled the
duty of care of a good administrator to supervise the Company in preventing unethical conduct in order to ensure the implementation of the ethical management policy.

ltem Implementation Description

Suppliers’ The Company’ s integrity policy is propagated to suppliers.
Commitments In 2023, 95 integrity agreements were signed with suppliers.

Education and In 2023, a total of 14 new employees received education and training on the integrity policy.
Training In 2023, a total of 70 first- and second-level supervisors received integrity and ethical behavior education and training.

Regulatory Promotional materials on integrity and ethical behavior are placed on the Company's KM Education and Training section for the
Propagation promotion of integrity and the duty of confidentiality to employees.

In 2023, 22 employee confidentiality agreements were signed by new employees.

- The Company has established a risk assessment mechanism for ethics, integrity, avoidance of conflicts of interest, and anti-corruption in
operating activities at important operating locations. In 2023, we identified material risks and the departments exposed to the risks through
the 90 “Assessment Forms for the Context and Risks of the Unit Organization” provided by all units (including subsidiaries), and conducted
internal surveys and audits to actively prevent the occurrence of relevant risks.

- There was no corruption or anti-competitive behavior in 2023.
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Periodic
Inspection

- The Company has multiple smooth whistleblowing channels to report to the relevant departments:

Whistleblowing - Spokesperson: Accept reports made by shareholders, investors, and other stakeholders.

- Chief Auditor: Accept reports made by internal employees, customers, suppliers, and contractors.

- The Company processes whistleblowing reports in a confidential manner, and conducts verification through independent channels, making
every effort to protect whistleblowers, and the identity of whistleblowers will be kept absolutely confidential. If the whistleblower is an
employee, the Company shall ensure that the employee will not receive improper treatment as a result of the whistleblowing. To protect the
rights of the counterparty and avoid retaliation, the Company shall give the counterparty with the opportunity to appeal and, if necessary,
may hold a Human Resources Arbitration Committee meeting as a hearing.

System and
Whistleblower
Protection

€20z Moday Ajiqeureisns g3




Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
the Chairman Report Governance Value Sustainability Social Prosperity

2.3.9 Implementation of Legal
Compliance

Legal compliance is a fundamental requirement of
corporate governance. Due to the diversification and
globalization of operations, the scope of relevant
businesses has expanded. Therefore, we adhere to
the principle of ethical management, continue to pay
attention to any domestic and foreign policies, laws and
regulations that affect our operations, and strictly abide
by the applicable laws and regulations in places where
we operate.

To ensure the implementation of legal compliance, the
Company requests the finance, human resources, and
environmental safety departments to conduct regulatory
inventory, regulatory identification, and compliance
review at least once a year to ensure continuous and
effective legal compliance. There were 25 amendments
to the laws and regulations that the Company followed
in 2023, for which out relevant units have conducted
regulatory identification and operational compliance
assessment.

The audit unit conducts compliance audits every year
and reviews the compliance of relevant units with major
laws and regulations in a timely manner. If there are
cases involving fines imposed by competent authorities,
the unit performs regular tracking and makes
improvements. Every year, employees' ethical conduct,
ethical management, and insider trading prevention are
propagated from time to time so that employees can
understand and comply with related laws.

P Records of Punishment for Violations of Environmental Protection and Occupational Safety Regulations in 2023

Total number of violations of the Labor
Standards Act found by the Kaohsiung
City Labor Standards Inspection Office in
the 2023 labor standards inspection: 0

Total number of incidents where
employees were dismissed or received
disciplinary action for corruption in 2023:
0

Total number of contracts with business
partners terminated or not renewed due
to corruption and violations in 2023: 0

Total number of lawsuits and legal
actions resulting from the Company's
involvement in anti-competitive behavior
in2023:0

NTD in Thousands

Date of Punishment Provision Violated Content of Violation Amount of Fine

Article 24, Paragraph 2 of the Air Pollution | The Company did not obtain a stationary pollution source operating permit and

20237173 Control Act operated a stationary pollution source, which violated the Air Pollution Control Act. 1,600
Article 6. Paragranh 1. Subparagranh 5 of Failure to check the shape, size, and material characteristics the load to estimate the
2023/9/28 ¢ graph -, paragrap weight of the load and select appropriate hoisting implements and methods when 60

the Occupational Safety and Health Act

using a crane for hoisting operations.
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2.3.10 Complaint Mechanism and Management

The Company values the Group's overall reputation, and is committed to maintaining the highest ethical standards and professional competence by strictly requiring all
employees, agents, and contractors of the Company to comply with applicable anti-corruption and anti-bribery laws and regulations of countries where the Company
operates.

To implement the above anti-corruption regulations, we have adopted management approaches, such as “establishing relevant regulations,”  “organizing education and
training,” and “providing smooth communication channels,” for all the Company's employees and business partners to jointly fulfill social responsibilities, promoting
economic, social, and environmental balance and sustainable development.

Employees and stakeholders are provided with channels for reporting any illegal act or any act in violation of ethical management to the Chief Auditor or spokesperson or
making reports anonymously. The Company keeps the reported data strictly confidential.

Through the annual internal control self-evaluation, the Company establishes a risk assessment mechanism for ethics, avoidance of conflicts of interest, and anti-corruption.
In 2023, with the risk assessment mechanism, we identified material risks and the departments exposed to the risks through the 90 “Assessment Forms for the Context and
Risks of the Unit Organization” provided by all units, and conducted internal surveys and audits. For such departments, job rotation of different positions has been conducted
to actively prevent the occurrence of relevant risks.

Category Total Number of Total Number of Complaints Total Number of In 2023, according to either the
Complaints Received Handled (or Reviewed) Complaints Resolved Company’ sinternal audit results, reports
m from reporting channels, or the assessment
io][N Anti- of violations, there were no incidents
[ % | corruption O 0 0 of corruption. If there are any relevant

complaints in the future, they will be
processed according to the regulations and

Environmental 0 0 0 reported by the audit unit to the board of
directors.

Issues

Social Issues 0 0

O®
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. 2.4.2 Risk Management Scope
2.4 Risk Management J P
kk A N A Sustainability and Climate A

2.4.1 Risk Management Policy

The impacts and challenges of changes in the global
economic environment are increasingly complex.
In 2023, inflation affected consumption, resulting in
an impact on revenue. In 2024, the implementation
of carbon fees and the expected rise of electric bills
will cause great impacts and challenges to business
operations. As a result, the Company takes the
identification, management, and mitigation of risks
seriously.

(Risk Management Policy>

By referring to international trends and in line with
brand development, we integrate corporate strategies,
identify key risks, link performance indicators, and
implement risk management to move towards
sustainable operations.

4)perations Management Ris

Consider the impact and
influence of changes in
factors such as the domestic
and international economy,
technology, environment,
and the sports goods
consumer market.

Strategic Investment Risk

Market price fluctuations

of short-term investment in
marketable securities, and
operations management for
long-term investment.

Internal Control Risk

The risk of losses for the
Company due to negligent
control over internal
operating procedures,
improper information
systems, or errors.

|
Credit Risk

The Company sets customer
margin trading limits

and methods according

to the credit assessment
mechanism, continuously
assesses the status of
accounts receivable, and
plans countermeasures in
advance.

Risks

Avoid the risk of losses
caused by climate change
and related regulatory
changes in response to
the higher probability
and intensity of extreme

weathers.

Legal Management Risk

Refers to the risk of financial
or reputational losses

which may result from
factors that cause a failure
to bind the counterparty

to perform its obligations
under a contract, such as

an incomplete contract,
untruthful authorization, or
an invalid counterparty.
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2.4.3 Risk Management Organization
and Its Responsibilities

The structure and responsibilities of the Company's
main risk management organization are as follows:

1. Board of Directors/Audit Committee:

To ensure the Company's stable operations, the
Company's board of directors/Audit Committee
is the highest decision-making body for risk
management. It is responsible for approving
risk management policies and important risk
management systems, and supervising the
implementation of risk management systems
to ensure the effective operation of the risk
management mechanism.

2. ESG Development Committee:

It is responsible for assisting the board of directors
in fulfilling its risk management responsibilities
and implementing the board's risk management
decisions; reviewing the issues raised by each
unit on the implementation and operation of
risk management and the risk management
coordination and communication across
departments.

3. Risk Management Units:

Each business unit of the Company shall clearly
identify the material risks faced by its business,
conduct risk planning in response to variables
such as internal and external environments
and regulatory changes, perform necessary risk
assessment and management operations, and
regularly report its risk management status to the
audit unit.

Each risk management unit shall submit regular
risk management reports to the responsible
executive. The audit unit shall supervise the
overall internal control risk, regularly report the
status of the implementation of internal control
risk management to the Audit Committee and
the board of directors, and provide the necessary
improvement advice.

2.4.4 Risk Management Mechanism

Board of Directors/Audit Committee
Ensure the effectiveness of risk management identification and
bear the ultimate responsibility

President/
ESGDevelopment Committee

Internal
Auditing

Tertiary
Management
Mechanism Internal
Auditing

Secondary Management
Mechanism All
Department Heads

Primary Management
Mechanism Organizer

Assess various risks and
make corresponding
management decisions

Initial operational risk
discovery, assessment,
and reporting

Objectively confirm
and recommend all
matters related to the
achievement of goals
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P Material Risk Assessment and Management Operations in 2023
The risk management operations of 2023 were reported to the 17th meeting of the board of directors for 17th term on January 23, 2024.

Corporate
Governance

Product quality

N =

. Establish a hazardous substance control process.

. Regularly update the "Prohibited Substance Guarantee for Raw Materials (annually)", "Third-party Raw Material Compliance

Testing Report (biannually)" and "Product RSL Testing Report (annually)."

Product Quality does not meet 3. Materials must undergo physical property testing according to the standards required by customers.
Risk customer 4. Import machine data management for real-time quality monitoring and data analysis.
standards 5. Establish standardized operations for all stages of projects to avoid quality differences.
6. Continue to implement equipment automation to reduce differences between personnel techniques.
7. Before materials go on the market, they must undergo "suitability" (suitability for the customer's production process) testing.
1. Conduct a "supplier audit" every year, and handle any abnormality immediately and issue a "Corrective Action Sheet."
2. Arrange for backup suppliers for materials with high consumption to avoid the risk of material discontinuities.
Material 3. Maintain more than two suppliers for bulk raw materials.
discontinuities 4. Pay attention to the fluctuation of the upstream bulk raw material market from time to time, as well as external market
Supply Chain Risk Inventory news and raw material change information, in order to make appropriate adjustments to the inventory. Regularly review the
management adjustment of raw material inventory and demand on a monthly basis based on the actual and estimated orders to prevent any
ESG supply chain shortage and excess of materials.
management 5. Find suitable suppliers to provide test materials for development.
6. Communicate with the material/production management personnel of each factory about the change in the order structure
from time to time, and propose revisions immediately when the required delivery time changes to take contingency measures.
Product 1. Refer to Lineapelle's fashion information to understand the market’ s fashion needs.
developmentthat | 2. Review international regulations CBAM/CCA, and revise the definition of environmental protection to introduce materials that

Market Risk

does not meet

market demand

and marketing
problems

comply with international regulations.

. Review existing product lines, eliminate products that do not meet market demand, and free up production capacity for the

introduction of suitable products.

. Synthesize the product development direction of each brand to identify common needs for full development.

Legal Compliance
Risk

Compliance with
regulatory updates

. The unit responsible for laws and regulations regularly reviews regulatory changes and notices of new or amended laws and

regulations.

. Implement the formulation and update of internal regulations in accordance with amended regulations.
. Conduct semi-annual audits on environmental safety, financial accounting, and human resources units to ensure compliance.

Financial Risk

Exchange rate
and interest rate
changes

. Analyze the impact of interest rate exposures at the end of the financial reporting period on the Company's profit and loss.
. Use short-, medium-, and long-term financing instruments with different interest rate sensitivities in a decentralized manner to

mitigate the impact of large interest rate fluctuations.

. Avoid exchange rate risks through foreign exchange transactions, and sell foreign exchange when the foreign exchange

appreciates.
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Corporate
Governance

Information
Security Risk

Information
security
management

Countermeasures

=

o b~ w

. Implement the backup principle and backup policy, and perform regular recovery drills.
. Engage external professional information security teams for joint protection to improve internal information security response

capabilities.

. Introduce advanced phishing email defense to reduce the risk of social engineering attacks.
. Strengthen social engineering drills to develop internal information security awareness.
. Assess the information security risk level on a regular basis and propose specific improvement plans.

&

Environment

Climate Change
Risk

Carbon emissions
management

. In July 2023, we signed a contract with an organizational inventory system manufacturer to arrange systematic education and

training.

. The parent has completed the annual greenhouse gas inventory and third-party inspections. The overseas subsidiaries expect to

complete the 2022 greenhouse gas self-inventory in the first quarter of 2024.

. Hold an ESG Development Committee meeting quarterly to review the progress and implementation of carbon emissions

management.

. Continue to reduce carbon emissions through management activities.

i

Environment

Employee Risk

Employee safety
risk

. In November 2023, the factory-wide education and training on the employee safety and health code were held to promote

employees' attention to safety and health regulations.

. In September 2023, an evacuation drill was conducted for all employees.
. Conduct monthly worker safety compliance checks.
. In 2023, a total of 66 first-aid personnel were trained.

Workforce Gap Risk

. Participate in on-campus talent recruitment, industry-academia collaboration, and recruitment in employment service stations

to enhance the Company's visibility.

. Establish a reasonable and fair remuneration system with reference to the price range and the salary adjustment ranges of other

companies. The salary adjustment range for 2023 is about 6%.

. Flexible working hours have been implemented in research and development, administration, and sales units since the fourth

quarter of 2023, and an employee share ownership trust plan is expected to be launched in the second quarter of 2024, in order
to achieve the goals of retaining talent and motivating employees to perform at work.

. Create a diversified and inclusive workplace, strengthen the internal structure of the Company, and focus on human resources

and talent sustainability strategies. Currently, we have planned an employee assistance program (EAP) to provide psychological
counseling services. In the future, we will implement a more comprehensive EAP system for talent retention.

. Bridge the skill gaps of existing employees through systematic education and training. Enhance the competencies of existing

personnel through relevant systems and training, with core functions (3Cs) and management functions (3Ms) as the focus of
corporate system optimization, and conduct interviews during the recruitment process to optimize the effect of talent selection.

Technical Gap Risk

. Implement job accommodation and increase the degree of equipment automation to reduce manpower requirements.
. Build knowledge management (KM) and set up a Talent Cultivation section to strengthen experience inheritance and knowledge

accumulation.

3. Implement job authorization and substitute management to cultivate interdisciplinary talent.
Community 1. Participate in neighborhood activities to demonstrate the Company's commitment to environmental protection and cleaner
Community Risk communication production.
y and mutual 2. The Kaohsiung Factory joins an industrial park mutual aid alliance to understand the immediate response to possible disasters.
assistance 3. The Kaohsiung Factory joins an industrial park water use coordination committee to ensure water supply.
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2.4.5 SFC's TCFD

Governance

The ESG Development Committee managed by the President is responsible for disclosing climate-related financial information and is divided into teams according
to the Company's organizational functions. Under the leadership of the group of Vice Presidents, each team regularly adjusts strategies, identifies risks and
opportunities, and sets goals. The progress of climate change management is also reported to the President on a regular basis, and then to the board of directors
every year.

In 2023, the Company’ s Scope 1+ Scope 2 carbon emissions in Taiwan were reduced by approximately 37% compared to 2022.

Response strategies are formulated through cross-departmental
discussion and assessment of the potential operational and
financial impacts of material climate risks and opportunities on the
Company. The strategic directions are as follows:

% Energy conservation and waste reduction: Set
energy conservation and waste reduction targets

and implement them at all operating locations of the
Company to reduce energy consumption and mitigate
the harm that waste causes to the environment.

GHG Inventory

Since 2014, we have obtained an 1SO14064-1: GHG Inventory Assurance Statement.
The parent, namely the Kaohsiung Factory, completes the GHG inventory by the end
of June each year. The 2023 (Scope 1 and Scope 2) inspection for which a third party is
commissioned to conduct is expected to complete June 2024.

In-factory Energy Saving and
Leading by example and integration of supply
chain partners: Leading by example starts with the Cdl
Company’ s actions and gradually extends to the :

carbon emission goals of the supply chain.

. Use natural gas as boiler fuel to replace heavy oil to reduce environmental
pollution.

Replace traditional lighting fixtures with LED lighting fixtures for the process.
Replace traditional drive motors with inverter motors.

Recycle process water.

Reduce waste for the reduction of GHG generated from incineration.

Energy transition: Achieve the long-term net zero goal

% through energy transition.
Internal Carbon Pricing

In response to the passage of the Climate Change Response
Act in 2023, a carbon fee will be levied for every ton of carbon
emitted in the future. Therefore, SFC will adopt a shadow
price for internal carbon pricing. The current price of 1 ton of
carbon is NTD 300, which will be applied to the assessment
of carbon reduction actions for Scope 1 and 2 emissions. The
financial impact brought by carbon costs will be considered
for important investments such as capital investment for

CIEERCOS

o
Renewable Energy

1. Since January 1, the "Energy-heavy Industries" clause has been officially implemented
to stipulate that users with a contracted capacity of 5,000 kW or above must have an

We are actively cooperating.

2. 2022-2023 solar energy installation status:

installed renewable energy capacity of 10% of the contracted capacity within five years.

new projects and product operation in the future, and we
will continue to make adjustments to the internal carbon
price from time to time through internal and external carbon
pricing and cost analysis. We hope that this can improve our
company-wide carbon reduction efforts and help the Company
to make decisions that are most favorable to operations and
climate and respond to the expectations of stakeholders.

Kaohsiung Factory’ s self-consumed solar energy: Installed capacity of 1,233 kWp,
with an annual power generation of 874,962 kWH.

BaoLiang Factory’ s self-consumed solar energy: Installed capacity of 2,707 kWp,
with an annual power generation of 2,715,000 kWH.

Vietnam Factory’ s purchased solar energy: Purchased electricity of 1,631,012 kWH.
Renewable energy certificates: The Indonesia Factory increased the purchase of
I-RECs to 100%, with an annual power generation of 7,389,180 kWH.
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The Company's current approach to risk and opportunity management is for the ESG Development Committee to identify risks and opportunities. In the future,
we will review the impact and influence of physical risks, transition risks, and opportunities on various departments of the Company through climate risk and
opportunity identification meetings. This can help us understand the type, impact period, and future financial impact of risks and opportunities based on the current
operating conditions of each department. At the same time, short-, medium- and long-term response strategies are formulated taking into account existing products
and services, industry trends, climate conditions, legal compliance, and stakeholders.

In addition to considering the impact period, future probability, risk severity, potential vulnerability, and exposure by 2030 and by 2050 when assessing climate

Risk change risks and opportunities, we also analyze the scope of future financial impacts based on international and domestic scenario analyses. Subsequently, we
anagement discuss and formulate corresponding climate strategies based on various factors to help the Company maintain stable and sustainable operations and create more
revenues.

Preliminary identification of material risks and opportunities have been completed this year, and we have calculated future financial impacts based on the conditions
of domestic and foreign entities and transition risks.

In 2023, the Company conducted the identification for the first time. In the future, we will discuss climate risks and opportunities with various departments for
completeness and develop a climate matrix. Our aim is to improve the completeness and accuracy of the Company's climate risk response.

1. In December 2023, SFC Group signed a commitment with SBTi to plan a science-based carbon reduction pathway through SBTi. We expect to inventory Scope
1, Scope 2, and Scope 3 emissions in 2024, set specific and feasible Scope 1, Scope 2, and Scope 3 emissions reduction targets, and submit the targets to SBTi in
2026, demonstrating the Company's determination to achieve the goal of net-zero emissions.
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2. Data collection for the calculation of Scope 3 emissions in 2023 is expected
to be completed by 2024 Q3.

3. Carbon reduction target: Reduce carbon by 18% by 2025, with 2018 as the
base year. [ ] [ ] [ ]

Carbon reduction measures: Please refer to 4.4 GHG Reduction.

s |
4. Water saving target: Reduce water consumption by 5% by 2025, with 2018
as the base year.
5. Waste reduction target: Reduce waste by 2% by 2025, with 2018 as the base
year.

Reduce carbon Reduce water Reduce waste

by1 8% consumption by 2 %

by 5%

Targets

€20z Moday Ajiqeureisns g3




1 About This
Report

4 Environmental
Sustainability

2 Operational 3 Shared
Governance Value

Message from
the Chairman

5 Happy Career and 6 Appendix

Social Prosperity

In recent years, climate change issues have continued
to simmer at home and abroad, and it is expected to
produce material risks and opportunities to affect the
climate in the future. Therefore, the Financial Stability
Board released its recommendation report on climate-
related financial information disclosure. In addition to
the existing risk management framework, the Company
thus discloses climate risks and opportunities based
on the TCFD report to demonstrate the Company's
responsibility and strategy for the environment,
thereby controlling risks and amplifying operational
opportunities.

- In response to climate change risks, the Company
promotes low-carbon transformation and climate
adaptation in the following directions:

- The management team formulates climate change
visions and countermeasures.

- We will implement specific strategies, take mitigation
and adjustment actions, provide low-carbon artificial
leather manufacturing technology, and lead the
supply chain to enhance green competitiveness.

The Company will assess the severity of climate change,
international trends, and brands’ carbon reduction
targets, set performance indicators and quantitative
goals, regularly review progress, and track results.

The Company upholds the belief of corporate growth
and environmental co-prosperity, and hopes to promote
global sustainability by continuously implement the
management of climate change, energy, water resources,
and hazardous substances in daily operations through
the practice of green manufacturing, the introduction of
green innovation, and the profound execution of green
management.

2.4.6 Climate Risk and Opportunity Management Process

In order to cope with the high degree of uncertainty of climate change and to grasp its positive and
negative impacts to facilitate the formulation of future decisions and goals, the Company first assesses
the risks and opportunities of climate issues, and discusses and analyzes trends such as existing laws
and regulations, markets, and the frequency of climate disasters with sales departments and consultants
to identify the Company's climate entities and transition risks as well as climate opportunities. This year,
three material risks will be used for scenario analysis to estimate the financial impact.

Collection of Background Information

Collect and compile risk and opportunity issues with reference to research reports, laws and
regulations, and industry trends in the climate and energy fields.

Risk and Opportunity Assessment

Each department discusses the probability of occurrence of positive and negative impacts as well as the
level of financial impacts of the issues, and identifies material climate risks and opportunities together with
external consultants.

Set Strategies and Targets

Formulate mitigation and adaptation strategies for relevant departments based on material
climate risk and opportunities, and set short-, medium- and long-term metrics and targets.

Supervision and Adjustment

Regularly hold review meetings with the ESG Committee to review the implementation results of
climate strategies and ensure continuous optimization and adjustment.
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2.4.7 Climate Change Risks and Financial Impacts

Risk Category Assessment Item

Transition
Risks

Risk Description

According to the Climate Change Response Act,
a carbon fee shall be levied on large carbon

Impact . .
p. Level Responsive Management Practices
Period

The Company actively implements energy conservation
and carbon reduction. In addition to the annual

Impclgrr‘rgi%t?;osn of emitters with 25,000 tons or more of carbon Pollf;exsand stre](r);t Materialrisk | electricity conservation plans of factories, we continue
emissions, leading to increased production costs to build renewable energy sources to reduce the use of
and causing significant financial impacts. purchased electricity.

According to the Regulations on Setting Energy
Conservation Objectives and Execution Plans for 1. Improve the energy-saving level of electrical
1% electricity saving Energy Users,fif the average apnual electr.icity Policies and Short- - equipment apd replace.pﬁwer-consuming uti.lity
required by law saving rate of energy users in the previous Laws term Low ris system equipment with new energy-saving
year was less than 1%, it is necessary to install equipment.
new energy-saving equipment; otherwise, 2. Average annual electricity saving rate: 1.11%.
punishment will be given according to the law.
The Company has actively complied with the policy. In
According to the "Renewable Energy 2022-2023, the Kaohsiung Factory’ s self-consumed
Development Act," if the installed contracted solar energy:
Installation of capacity is more than 5,000 kW, renewable Installed capacity of 1,233 kWp, with a power
energy equipment or energy storage equipment = Policies and Short- . . generation of 874,962 kWH.
renewable energy as ith ity of 10% of th tracted L R Medium risk BaoLi Factory If- d sol .
required by law with a capacity o o of the contracte aws erm aoliang Factory’ s self-consumed solar energy:
capacity shall be installed or renewable energy Installed capacity of 2,707 kWp, with a power
certificates shall be purchased within five years; generation of 2,715,000 kWH.
otherwise, a monetary substitution shall be paid. Vietnam Factory’ s purchased solar energy:
Purchased electricity of 1,631,012 kWH.
According to the Regulations on the Water
Conservation Charge, a water conservation
Water conservation | charge is levied on large water users with a  Policies and Short- Medium impact Reduce water consumption
charge monthly water consumption greater than 9000 Laws term P puion.
m® during dry seasons, which will increase
production costs.
In response to international trends and supply
Industrial chain requirements, it .is.necessary to develop Develop green technologies and enhance the
transformation green products. In addition to the high cost of Medium- . ) performance of green products. )
(green products, green raw materials, green process transformation Market term Mediumrisk  Actively increase the sales of green products with a

processes)

requires capital investment due to a high
technological threshold, increasing production
costs.

view to increasing the sales of green products to more
than 45% by 2023.
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Risk Category Assessment Item

Risk Description

Impact

Responsive Management Practices

1. Monitor and record the water volume and
In the event of water shortages or droughts due consumption of each water storage basin.
. ¢ - 2. Improve and replace water-consuming equipment,
to abnormal climate, the boilers and equipment " . =
Water resource he f duction li Chroni Short- Medi isk perform leak inspections on equipment and
shortage on the factory production fine cannot operate, ronic term edium s pipelines, and install water-saving controls.
resulting in reduced output and increased costs 3] h l di
and causing turnover losses. - Improve the wastewater recycling rate and increase
the water storage capacity of the basin of each
factory.
1. Climate risks are incorporated into the design
considerations for the site selection and
The increasing number of typhoons, heavy rains, construction of new factories to prevent the impact
and extreme rainfalls due to abnormal weather of climate disasters on production.
conditions leads to floods in factories, causing L 2. In 2023, the Company’ s newly built factory
. ) ) ; : ong- . . ) f
. . Extreme rainfall work suspensions and operational disruptions Acute term Material risk in Indonesia was designed for flood control
Physical Risks and resulting in turnover losses. Flooding can and drainage as well as ventilation and cooling
also lead to damage to factory equipment, taking into account factors such as local climate
increasing costs. characteristics and climate change.
3. Adiesel generator set is available in each factory in
case of temporary power outages.
Extremely high temperatures due to abnormal
climate will not only increase the use of air 1. Install solar panels to lower temperatures
Extremely high conditioners in factories, leading to higher Medium- R 2. Install powerful exhaust fans and carry out other
. Acute Material risk : . -
temperature energy costs, but also may damage the working term related measures to improve working environment
environment of employees due to thermal comfort
injuries, which will affect the production line.
. . . The Company actively increases the proportion of
Continuous investment in the development of -
. . . recycled PET, waste leather and reused packaging
renewable energy can reduce the risk of energy - Medium- Medium T L P
Renewable Energy | . - Resilience . materials in order to lower carbon emissions and
interruption, and green power can enhance the term opportunity 4o ossible disposal waste and related waste
corporate image and increase revenues. di lp P
Opportunities Isposal costs.
Through the use of recycled materials, we will Electricity is the main source of energy. With the
R . produce low-carbon emission products to reduce = Productsand = Medium- Medium popularity of renewable energy, solar power can help
ecycled materials ; . s .
the cost of waste gas treatment and hopefully Services term opportunity | reduce carbon emissions and have the opportunity to
increase future revenue from recycled materials cut the cost of long-term energy consumption.
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2.4.8 Physical and Transition Risk Scenarios

Extreme rainfall

In recent years, in response to the impact of climate change and threats such as floods caused by typhoons and extreme rainfalls, for the Company’ s operating location in Taiwan, the Company has
taken into account NGFS’ s simulation of different changes in the global extreme rainfall and selected two scenarios, RCP 4.5 and RCP 8.5. Based on the number of work suspensions due to rainfall
disasters in the location and the location’ s turnover, the Company has estimated the timing and amount of financial impacts on the Kaohsiung Factory as the global average extreme rainfall
increases.

m Parent Company Risk Assessment Process Financial Impact

RCP 4.5 1. Use NGFS to assess the

The radiative forcing
per square meter
increases by 4.5W in

1. Inthe RCP 4.5 scenario, the moderate increase in the frequency of rainfall results
in an annual financial loss of approximately NTD 4.7 million.

extreme rainfall in Taiwan.

2. RCP8.5 is a scenario with high carbon emissions where the frequency of rainfall

2100. The moderately
stable scenario predicts
a temperature rise of 3
degrees by the end of
this century.

RCP 8.5

The radiative forcing per
square meter increases
by 8.5W in 2100. This
is a scenario with high
GHG emissions, with an
estimated temperature
rise of 4.8 degrees by the
end of this century.

Response

' frequency of increases in
4

*

ge in Extreme Rainfall (3-¢ay)

Source:
NGFS Climate impact explorer

. Assess the frequency of

rainfall in the location of the
Kaohsiung Factory.

. Assess the number of days of

operational disruption due to
rainfall disasters.

. Assess the amount of operating

losses caused by the shutdown
of the Kaohsiung Factory.

. Complete the future trend

analysis of losses on work
stoppages due to rainfalls.

is much higher. Therefore, it is estimated that the financial loss will be as high as
NTD 6 million per year after 2080.
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Overall, this scenario does not consider the changes in turnover, and only takes into account the loss caused by future work stoppages. Therefore, increased rainfall
frequency caused by climate change in the future may lead to an increase in the frequency of work stoppages, resulting in annual operating losses. In response to that,

Strategy we will continue to implement daily energy conservation and carbon reduction measures and take more precautions against extreme rainfall and flooding to reduce

other losses in the future.
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@xtremely high temperature>

In recent years, due to the impact of climate change, the global temperature has soared and thus the cost of energy has risen. Therefore, for the Company’ s operating location in Taiwan, the
Company has taken into account the simulation of different changes in the global average temperature of the Network for Greening the Financial System (NGFS) and selected two scenarios, RCP 4.5
and RCP 8.5. Based on the location's electricity usage, electricity price, and air conditioning usage, the Company has estimated the timing and amount of financial impacts of air conditioning energy
sources as the global average temperature rises.

m Parent Company Risk Assessment Process

Financial Impact

RCP 4.5

The radiative forcing
per square meter
increases by 4.5W in
2100. The moderately
stable scenario predicts
a temperature rise of 3
degrees by the end of
this century.

RCP 8.5

The radiative forcing per
square meter increases
by 8.5W in 2100. This
is a scenario with high
GHG emissions, with an
estimated temperature
rise of 4.8 degrees by the
end of this century.

Response

Strategy

ge in Extreme Rainfall (3-gay)

— 1

Source:
NGFS Climate impact explorer

1. Use NGFS to assess warming in

Taiwan.

. Assess the future temperature

increase trend for the location
of the Kaohsiung Factory.

. Estimate the future electricity

consumption and electric bill
of the Kaohsiung Factory.

. Estimate the increase in air-

conditioning energy consumption
due to temperature rises and
the air-conditioning energy
consumption as a percentage of
total electricity consumption.

. Complete the analysis of the

future trend of increase in air-
conditioning electricity costs.

1. In the RCP 4.5 scenario, due to the moderate increase in the frequency
of temperature rise, energy expenditure (NTD 5 million) peaks in 2050.
Subsequently, the expenditure will decrease as the electric bill will no longer
increase thanks to energy saving.

2. RCP 8.5 is a scenario with high carbon emissions where the frequency of
temperature rise is much higher. Therefore, it is estimated that electricity
expenses will continue to rise after 2060, resulting in a maximum of NTD 8
million in air conditioning expenses per year.

8

i

(uon)iw @1N) sasuadx3 utuonipuo) iy

2005 2050 2075 2100

—-0- RCP 4.5 —o— RCP 8.5

In addition to physical warming scenarios and domestic net zero scenarios, this scenario uses existing data for air conditioning analysis without considering future
technological innovations. The increase in the frequency of temperature rise caused by climate change may lead to an increase in air conditioning energy consumption,
which in turn results in increased annual costs. Therefore, in the future, the Company will continue to implement the annual electricity conservation strategy and pay
attention to air conditioning energy-saving technologies to reduce future risks. Please refer to 4.2.3 Promotion of Energy-saving Measures for relevant energy-saving
measures.
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In recent years, under the influence of climate change, countries around the world have begun to impose carbon fees on high carbon-emitting enterprises to force them to reduce emissions.
Therefore, SFC has simulated a future GHG reduction pathway based on the 1.5° C scenario and the relevant laws and regulations in Taiwan, and projected the short, medium, and long-term future
carbon prices to assess the temporal and financial impacts of future carbon prices.

m Scenario Description Risk Assessment Process Financial Impact

1.5°C Scenario

In 2022, the Taiwanese
government announced
the goals and

actions for net zero
transformation by 2050
and proposed its 2030
Nationally Determined
Contributions target. In
addition, Taiwan passed
the Climate Change
Response Act in 2023 to
clearly define the net
zero goal and establish a
carbon fee mechanism.

Response

Strategy

1. The Company’ sGHG
emissions are estimated based
on Taiwan's Pathway to Net-
Zero Emissions in 2050.

2. The government will levy a

carbon fee on enterprises. The
estimated carbon fee is NTD
300 per ton of CO,e in the short
term, NTD 500 in the medium
term, and NTD 750 in the long
term.

1. Referto Taiwan's GHG
emission targets by 2030 and
2050.

2. Estimate the future GHG
emissions of the Kaohsiung
Factory.

3. Referto the current national
short-, medium- and long-
term carbon fee rates.

4. Complete the calculation of
the financial impact of the
carbon fee by 2050.

Climate change policies will affect the economic direction of the world.
As governments around the world continue to limit corporate carbon
emissions through carbon fees and carbon taxes, future plans will focus
on reducing carbon from major sources of carbon emissions. We will
purchase renewable energy certificates and participate in domestic
voluntary emission reduction projects to reduce the risk of carbon fees.

1.

According to the carbon reduction roadmap, carbon emissions will decrease

by 24% by 2030 as compared to the base period and be reduced to 0 by 2050.
Therefore, the initial carbon fee cost is quite high, with an impact of about NTD 9
million per year. In the medium and long term, as the increase in carbon fees will
be lower than the reduction in carbon emissions, the annual carbon fee will be
reduced accordingly to net zero by 2050.
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2.5 Cyber Security Maintenance

Cyber security has become an important issue for the Company's operations. In order to
strengthen the management of cyber security, it is stipulated that the Company shall disclose
cyber security policies, concrete management plans, and resources invested in cyber security
management.

2.5.1 Cyber Security Policies and Objectives

Improvement
and Tracking

Our objectives are to ensure the security management of various internal electronic, computer,
server, and network communication equipment; avoid risks such as equipment service
interruption or damage due to internal improper operation and external information security
threats; and prevent data leakage, destruction, or damage from affecting the Company's normal
operations. The Company implements information security management regulations to protect
the rights and interests of customers and the Company and improve operational efficiency.

(The information security policy has the following objectives>

Information
Security

Ensure the continuous operation of information processes and the stable operation of
information services.

- Comply with information security laws and regulations, establish comprehensive information
security measures, and maintain a secure information environment.
Maintain the confidentiality, integrity, and availability of the organization's commercial assets.

JUSWISSASSY YSIY
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2.5.2 Cyber Security Management Plans

Implementation

(Concrete management plans>

External information security teams: Introduce a professional information security team for
collaborative protection

Internal proactive protection and detection: The Information Office conducts internal audits
to assess the risk of human operations, natural disasters, and malicious cyberattacks to
information assets and services.

Employee information security training: Social engineering drills are held every year to raise
internal information security awareness.
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2.5.3 Implementation in 2023

1

Implement the backup principle 1-1. Core systems for cyber security follow the backup principle.
and backup policy, and perform 1-2. Updating core and backup equipment to ensure stable operation.
1-3. Holding regular backup switchover drills and recovery drills to ensure the

regular recovery drills availability of backup data.

Collfabo.ratelvyltfh an e)ftemal 2-1. Active and passive detection and incident judgment.
protessionalin ormation 2-2. Version updating and vulnerability patching.
security team to enhance 2-3. Strengthening intranet access control.

internal information security
response capabilities

2

3

Introduce advanced phishing 3-1. Improving phishing email protection capabilities.
email defense to reduce the risk 3-2. Adjusting network architecture and routing to meet information security

of social engineering attacks requirements.
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4

Strengthen social engineering 4-1. Organizing regular social engineering drills and information security education
drills to develop internal and training.
information security awareness 4-2. Providing systematic drills and courses to improve the effectiveness of drills.

€20z Moday Ajiqeureisns g3

5

Assess the information security
risk level on a regular basis and
propose specificimprovement
plans

. Risk assessment and vulnerability scanning to control and mitigate high risks.
.Tracking and improvement for the continuous enhancement of internal

protection.
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3.4 Supply Chain Management




Hoday Aigeuteisns 953 'pa] <o) Aiasnpul |ediwsy) Sueq ues

€70z Moday Ajiqeuresns g3

Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
the Chairman Report Governance Value Sustainability Social Prosperity

3.1 Innovation and R&D

3.1.1 R&D

Up to now, the Company has been involved in the production of artificial leather for nearly 50 years. In the journey from our early days of traditional manufacturing to today’ s research and
technology-led business, we have taken making use of resources efficiently, providing clean and high-quality materials and technology, and creating a happy environment as our mission, with the
hope of becoming the most trustworthy material supplier. .

The Company's Kaohsiung Factory has set up the R&D Division with about 77 R&D engineers. It mainly focuses on the R&D of artificial leather, films, fibers, ball materials, clothing materials,
automotive materials, etc. and actively enhances product diversification and vertical integration.

In 2018, a Production Technology Department was set up for the Company’ s overseas subsidiaries to assist in product technology transfer among the subsidiaries and provide product order
services needed by customers nearby.

In 2023, the Production Technology Department had a total of 48 production engineers and 90 sample production personnel. The purpose is to cement the strategic partnerships with customers
and suppliers and strengthen the connection of related technologies.

Looking into the future, the Company will continue to enhance raw materials, process technology, and manufacturing services in line with the trend of environmental protection and environmental
impact reduction among various brands, and achieve carbon reduction and carbon negativity by implementing recycling, reducing waste gas, increasing efficiency, saving energy, and using eco-
friendly biomass in product development.

The Company is committed to R&D and environmentally friendly development. P R&D Expenses

In response to waste reduction, carbon reduction and waste reuse, the important

products developed in 2023 are as follows: 340,000 4.0
3.5 3.5 33 330,386

330,000
%} DMF-free eco-friendly bio-artificial leather and film products \2.8 3.0
320,000 —~
000 309,365 25
Recycled /bio-artificial leather, film, ball leather, backpack material products ’
301,375 2.0

300,000

294,495 15
@ Automotive interior products 290,000 »
280,000 0.5
Apparel film materials, waterstop products
270,000 0.0

2020 2021 2022 2023

Heating module products
@ ReD Expenses —@— As a Percentage of Consolidated Revenue




Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
the Chairman Report Governance Value Sustainability Social Prosperity

3.1.2 Innovation P Distribution of SFC’ s Global Patent Applications by "Country"

Unit: Application

The fact that the Company values innovation is reflected in the Company’ s 25
patent achievements. We develop a patent portfolio and file patent

applications annually. In recent years, the cumulative number of innovation 20 %
patents in artificial leather, films, fibers, ball materials, clothing materials, and S
automotive materials is as follows: ?g"'
15 =

Q

N7 10 g

8

4 (7 global patent applications @ 8 =

; G

<

A total of 2 2 D patents worldwide have Parent USA China European Union 3

been approved. @ 2020 Company =

m

@2021 20 6 10 1 o

(%]

45 3 global patent applications ®2022 11 13 15 7 5

2023 3 13 7 4 %

(o

A total of 2 37/ patents worldwide have 3 4 4 0 =

2020 @2021 @2022 @ 2023 E

been approved. &

o

lobal patent applications
480 9 P PP P Accumulated Number of Global Patent Applications Filed and Approved

Unit: Application

0000

25 1 global patent applications have 300 -
been approved 600 ?

400 §
491 global patent applications 200 g
265 global patent applications have 2020 2021 2022 2023 8
been approved .xslri?;s)::tent 222 ‘ 237 ‘ 251 ‘ 265

.ﬁﬁgcljications 407 ‘ 453 ‘ 480 ‘ 491
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3.2 Quality Management

Product Quality Management Policy "Professionalism,
Integration, Innovative, Service"

- The Company's vision is to "become the most trustworthy material
supplier.” All employees implement the product quality management
policy to meet customer needs and provide safe and secure products. We
are also committed to pursuing environmental sustainability, fulfilling
corporate responsibilities, and seeking coexistence and co-prosperity
with society.

@roduct Quality Management System)

- The Company was certified to the 1ISO 9001 Quality Management System
for the first time in 1996, to the 1ISO 14001 Environmental Management
System for the first time in 1998, and to the IATF 16949 Global Automotive
Industry Quality Management System in 2012. Through continuous
improvement over the past 50 years, we have established a systematic
and comprehensive quality management system to ensure that the
products produced by the Company are of high and stable quality and
acceptable to all customers.

- Inrecent years, in order to strengthen the core philosophy of quality first,
the Company successfully introduced the Toyota Production System (TPS)
into the Kaohsiung Factory in 2022 and the Vietnam Factory in 2023, with
the plan to expand to every corner of the Group. We apply these methods
and techniques in quality improvement to enhance water conservation,
electricity conservation, carbon reduction, and environmental
friendliness while ensuring compliance with the spirit of environment,
society and governance (ESG).

@afety of Products and Raw Materials)

- From the development stage, all raw materials and finished products
undergo written reviews and sampling and testing by the Restricted
Substances List (RSL) Team to create a CIL (Chemical Information List).
The R&D or production units are required to use only qualified raw
materials listed in the CIL to ensure that all products are manufactured
under conditions free of hazardous substances.

1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
Report Governance Value Sustainability Social Prosperity
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- The Company has a professional laboratory that has been certified by brand customers. In addition to

introducing advanced equipment, we also regularly strengthen the education and training of testing
personnel to ensure that testing methods and accuracy are consistent with those of brand customers.
Furthermore, internal physical and chemical inspection standards are established to suit different
purposes and usage environments and meet the requirements of brand customers and international
regulations, strictly controlling the quality of shipments. When a non-conformity is found, shipment will be
suspended immediately. Conforming and non-conforming products will be distinguished, and the causes
of the non-conforming products will be investigated and analyzed. Externally. the sales unit will notify
customers, and remedial measures will be taken immediately.

G’roduct Quality Design)

- For the development of each new product, the Company must follow a series of rigorous and sophisticated

standard processes. From the initial stage of various advanced studies according to the design control
procedure, through design, trial production, inspection, and mass production, the Company has
thoroughly documented and archived relevant information at each stage to obtain the best production
conditions as the foundation for stable production in the future. During the period, the sales, production,
R&D, environmental safety and other departments cooperate and communicate in order to successfully
manufacture products that meet customer needs, while taking into account environmental considerations
and environmental protection policy requirements.

@roduct Quality ControD

- The Company has continued to build automated production and testing equipment to reduce quality

anomalies caused by human differences or over-reliance on empirical judgments. Meanwhile, we have
introduced an online monitoring system to collect real-time data of various machines and generate charts
through analysis with big data for supervisors to grasp first-hand production information for adjustment
or control. Furthermore, the standard operating specifications of each machine highlight specific points of
attention and safety matters, allowing the production personnel to unify techniques, reduce the error rate
and industrial safety risks, and quickly obtain countermeasures once an abnormality occurs, minimizing
losses. In 2023, the total production efficiency was affected by the decrease in orders, but the increase in
production yield indicated that the improvement performance was getting better.

» 2022-2023 Quality KPI Run Chart

98.82% 95.91% 95.69%
80.98%

810@ 910/0

2022
@023

Total Production Production Production
Efficiency Yield Volume
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Introduction of the TPS into SFC’ s Vietnam Factory
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Message from 1 About This

the Chairman Report

2 Operational 3 Shared 4 Environmental
Governance Value Sustainability Social Prosperity

A complete market is divided into

Customer
Management
Method

OSource (brand location): For example, NIKE is headquartered in Portland, Oregon,
the USA

e Production factories (T1): For example, Feng Tay, Pou Chen, and other finished shoe
manufacturers

eMaterial suppliers (T2): Refer to shoe materials manufacturers, not raw material
suppliers

o Formulate relevant environmental protection policies with reference to international

regulations, and discuss solutions with customers.

As a material supplier, the Company has discussions with source customers and
formulates policies in response to changes in international environmental regulations,
and implements close cooperation and communication with production factories to
avoid unnecessary obstacles in the development process and significantly increase
the probability of future improvements for better compliance with international
environmental regulations. Fast and efficient communication is a unique feature of
our business.

5 Happy Career and 6 Appendix

3.3 Customer Satisfaction and Product Services

Listen to
Customers

Customer voices come in two aspects

o Source customers:

The Company attaches great importance to the market information provided by
source customers. Although we often encounter wildly imaginative design ideas,
the capability to innovate and develop and the close and smooth communication
channels between sales representatives and customers enable us to turn our
customers' imaginations into tangible products in the shortest time. Such innovation
capability and efficiency are our advantages often praised by customers.

e Manufacturers:

Manufacturers are customers who place physical orders. For such customers, we
provide assistance for special projects, such as project delivery coordination for
urgent orders, or special methods to cope with the differences between factory
production machines. The Company always offers full assistance from customers'
point of view.

e Starting from 2024, we will provide more accurate and practical customer services

based on development seasons and implementation deadlines.
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We issue two fixed color swatches every year in the spring and
summer and the autumn and winter seasons, respectively. Each
color swatch provides customers with the most up-to-date design
concepts and market information. We also present physical

W BIO-UTILIZATION PU COATING

In addition, in the name of SFC Fashion Academy, we occasionally
promote specific products or conduct market information
inquiries. We also use this opportunity to conduct two-way
communication with customers to ensure that our needs match
theirs and vice versa. Therefore, the development of materials
and customer needs are not two parallel lines.
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to formulate countermeasures in advance for changes (demands) in the overall market, thereby reducing
the impact on both customers and the Company due to market changes. The Company's policy for the
real-time provision of information allows customers to put high trust in SFC. Whenever customers have
immediate needs, we will instantly contact them. In addition to communication with customers, the
Company has also established relevant electronic databases to facilitate customers’ real-time query and
reduce the information delays caused by time differences.

O \ We also take the opportunity of business visits to discuss market-related marketing information in order

€20z Moday Aujiqeurelsns o3
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One-stop Service from
Branding to Market
Planning

In addition to source brand customers, the Company has
also set up a dedicated unit for production factories. Due
to the different needs of brand customers and production
factory customers, two corresponding units have been
set up to effectively avoid misunderstanding and reduce
production risks.

To meet the needs of brands, our sales unit will modify the
details of the project in line with the internal units of the
production factory to satisfy the production requirements of
the production factory.

For special needs of production factories, e.g., project
delivery coordination, the sales unit can also fully assist the
factories in competing for orders to expand revenue sources
for both the Company and the factories.

Customer
Satisfaction
Survey

In order to provide excellent customer services and enhance customer satisfaction, for the biannual issuance
of official color swatches, opinion surveys are conducted for specific customers on the color swatch content,
issuance time, and the independently developed products required by customers to revise the issuance
of swatches in the following quarter. In addition, a customer satisfaction survey is also conducted for all
customers in the fourth quarter of each year. The survey covers the following topics: product category, product
quality, product delivery time, shipping and packaging, after-sales service, and total satisfaction. We continue
to review and make improvements based on the survey results by maintaining what customers are satisfied
with and passing on customers' suggestions for improvement to various departments. While complying
with environmental protection and related laws and regulations, we will spare no effort to meet customer
requirements and strive to create a win-win performance for both customers and the Company.

Product Product Product Shipping | After-sales Total
Category (O]VE1[13Y Delivery and Service Satisfaction
Time Packaging
2020 72 70 67 71 71 12
2021 78 75 75 78 75 78
2022 79 76 74 e 72 79
2023 79 76 75 75 71 78

Note: 20 points represent extremely dissatisfied; 40 points represent very dissatisfied; 60 points represent no opinion; 80
points represent very satisfied; and 100 points represent extremely satisfied.
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3.4 Supply Chain Management

The Company attaches great importance to the quality of the supplied materials, and gives priority to using materials produced by international brands. The Company’ s raw material selection
process is as follows:

Confirmation of
Supplier Sampling R&D Testing Prohibited Hazardous
Substances

The supplier rating system is regularly evaluated. Suppliers are divided into Levels A, B, and C according to their rating. The scoring
principle is based on the number of defective products, overdue delivery rate, coordination, excessive shipping costs, etc.

A-level Suppliers B-level Suppliers C-level Suppliers

100 - 81 Points 80 - 60 Points "‘Below 60 Points’

Moday Aiqeuteisns 93 *piT “od Aisnpuj jesiwsy) 3uey ues

Excellent Suppliers Good Suppliers Unqualified Suppliers

On-site supplier audits are conducted from time to time to confirm whether suppliers comply with the requirements. Any suppliers
failing to comply with the requirements shall receive guidance on meeting the relevant standards.

Preference is given to suppliers with relevant certifications, such as MRSL 3.1, GRS, ISO 9001:2015, IATF 16949, ISO 14001, Oeko-Tex’,
and Bluesign. Internally, we have also set up an RSL (prohibited hazardous substance) management team.

€20z Moday Ayjiqeurelsns g3

The Company has a total of 1 68 Tier 1 suppliers, which were the main counterparties and service providers of the Company in 2023.

We have 5 88 non-Tier 1 suppliers that conduct indirect transactions with the Company.
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The Company works with supply
chain partners to protect the
environment, ensure labor and
human rights, and reduce carbon
emissions. Our key Tier 1 suppliers
are required to sign a supplier code
of conduct.

21 of our Tier 1 suppliers hold
wastewater discharge permits,
which is in accordance with local
regulations.

For the sake of environmental
protection and sustainable [ = =
operations, we have become a

member of NGOs such as ZDHC/
HIGG/Oeko-Tex" to do our part to
protect the environment and the
earth.

3.4.1 Sustainable Raw Materials

The Company has developed environmentally friendly materials,
water-based products, and GRS recycling systems to achieve the goal
of environmental sustainability. In 2023, 1,521 tons of GRS recycled
PET were used, and we also reduced the use of organic solvents in
raw materials to cut VOCs.

3%

Sustainab]e Raw 2023 (tons)
Materials ﬂ
o | 2

GRS Recycled PET ‘ 1,521

97%

2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
Governance Value Sustainability Social Prosperity
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3.4.2 List of Main Raw Materials

All critical raw materials must undergo tests in accordance with the
ZDHC MRSL 3.1 or SFC’ s RSL specifications and meet the quality
requirements before they can be approved for supply. Critical raw
materials must be sourced from at least two different manufacturers
and from different countries for risk control.

Out of the 23,717 tons of raw materials procured in 2023, PU resin-
related raw materials accounted for 41.32%; water-based PU, TPU,

PU, PET and other raw materials accounted for 50.98%; and other
additives, pigments, etc. accounted for 7.7%.

2021 2022 2023

Annual Procurement

27,600 25,236 23,717
(tons)
PU Resin-related Raw
Materials 33.73% 36.00% 41.32%

(%)

Water-based PU, TPU, PU,
PET, and Other Raw 59.59% 56.50% 50.98%
Materials (%)

Other Additives,

Pigments, etc. (%) 6.68% 7.50% 7.70%
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3.4.3 Low-carbon Procurement

With the aim of protecting the environment, in addition to quality requirements, SFC and the supply chain prioritize materials that are bio-based (biomass)
and GRS-certified (Global Recycling Standard) and have a TC (transaction certificate) in supply chain management. For raw materials, we give priority to using
recycled materials to improve recycling efficiency and indirectly reduce the damage to the environment. Through the principle of low-carbon procurement,
SFC's supply chain as a whole pays attention to the issue of low-carbon procurement.

To achieve the goal of low-carbon procurement, we prioritize local suppliers to establish local partnerships and reduce the impact of transportation on the
environment. In terms of transportation management, the Company prioritizes land transportation over sea transportation, and electric vehicles over fuel-
powered vehicles to reduce carbon emissions generated during transportation. We will continue to optimize our low-carbon procurement strategy and move
toward the net zero goal.

@nvironmental Impact in the Supply ChairD

Percentage of Tier 1 suppliers that have completed the Sustainable Apparel Coalition’s Higg FEM assessment

In order to reduce supply chain risks, SFC and equivalent environmental data assessments and are qualified for wastewater treatment:
regularly conducts supply chain impact
assessments on the environmental side of » Environmental Assessment

the supply chain. The survey items include
ISO14001, wastewater discharge, Higg FEM
and other environmental data. Currently,
12.5% of our suppliers are qualified for
wastewater treatment; 1.2% passed the
Higg FEM assessment; and 44.0% passed
the I1ISO14001 certification. In the future,
the Company will continue to expand the
environmental impact survey of the supply
chain with the goal of building a green

supply chain. l

41l

ChalC

Item Obtained Higg Obtained ISO 14001 Qualified for Wastewater
FEM Certification Certification Treatment

Tier 1 Suppliers 1 68
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Number of

Suppliers Passing 2 74 2 1

Certifications

Percentage 1.20% 44.00% 12.50%

@99
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3.4.4 Risk Assessment

When developing materials, priority is &

given to companies that use bio-(biomass) =<

materials or are certified to the Global
Recycling Standard (GRS). We are actively
searching for materials for which a TC
(transaction certificate) can be issued. We
are also actively replacing the currently
used raw materials with the above two
types of materials, which is a positive
measure in the direction of sustainable
development.

We have diversified our transportation
modes. Our procurement policy is
source directly from local suppliers, and
ocean transportation is replaced by land
trucks and trains. We shall also consider
using more environmentally friendly
transportation methods, such as electric
vehicles and shared transportation, to
further achieve environmental protection
and carbon reduction.

valuation

Results

I. Supplier Risk Assessment

. Sign a guarantee issued by SFC.

. Provide a MRSL/RSL test report
from a testing company.

. Approved as a qualified material
supplier.

4. Purchase bulk raw materials from
at least two suppliers to reduce
the risk of material shortages.

Il. Regular Supplier Audit

1. Internal audits - Analyze
suppliers' delivery time,
quality, and coordination for
evaluation every quarter.

. External audits - Select two
suppliers for on-site audits,
and conduct random audits on
suppliers.

9

11l. Supplier Evaluation

1. Issue a Corrective Action Sheet
for on-site audits and provide
guidance for improvement.

2. Hold a meeting with R&D
technical personnel to discuss
and evaluate inferior suppliers,
find substitutes, and exclude
the inferior suppliers from the
list of qualified suppliers.

The supplier rating system is regularly evaluated. Suppliers are divided into the following three levels based on their score: 100-81 points: Level
A; 80-60 (inclusive) points: Level B; below 60 points: Level C. The scoring principle is based on the number of defective products, overdue delivery
rate, coordination, excessive shipping costs, etc. In the first quarter of 2023, 1,439 batches were delivered and there were 0 defective products, and
all suppliers were rated as Level A; in the second quarter, 1,033 batches were delivered and there were 0 defective products, and all suppliers were
rated as Level A; in the third quarter, 1,261 batches were delivered and there were 0 defective products, and all suppliers were rated as Level A; in
the fourth quarter, 1,030 were delivered and there were 0 defective products, and all suppliers were rated as Level A.

2023 Q1 2023 Q2 2023 Q3 2023 Q4

€70z Moday Ajiqeuresns g3

Humber of Delivered 1,439 1,033 1,261 1,030

Numb;l; ::rl‘)eesfectlve 0 0 0 0
Number of A-level Suppliers 124 120 129 121
Number of B-level Suppliers| 0 0 0 0
Number of C-level Suppliers 0 0 0 0
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Every year, a cross-departmental audit team is set up from time to time
to conduct on-site supplier audits to confirm whether a supplier has
complied with the requirements. Any suppliers failing to comply with the
requirements shall receive guidance on meeting the relevant standards
and satisfy the requirements. In 2023, we conducted on-site audits for two
suppliers, with an average score of 93.75%. If there are any deficiencies,
an Audit Corrective Action Sheet will be issued and we will provide
suppliers with guidance on making required improvements, and the
suppliers shall make such requirements within the time frame. On-site
supplier evaluation aim at performing on-site audits on suppliers based
on the category of products. In 2023, two suppliers for film products and
two suppliers for artificial leather products were selected evaluation.

Quality/

Technology/
Capacity/ b

Equipment

On-site
Audit

Prohibited Service/Cost/

Environment

Hazardous
Substances

1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and
Report Governance Value Sustainability Social Prosperity
I

CSustainabIe Corporate Responsibility)

Our supply chain consists of Taiwanese suppliers, accounting for 77%, and suppliers
from other regions, accounting for 23%. Through various mechanisms, such as supplier
evaluation and signing a supplier code of conduct, supply chain manufacturers can
integrate social responsibility requirements into their supplier management strategies
and adhere to sustainability standards and responsibilities. Implementing supply chain
management helps stabilize quality, diversify risks, and improve customer service
and satisfaction. We expect to encourage relevant manufacturer partners to create
sustainable value for the industry and implement sustainable development.

To maintain partnerships with the supply chain, suppliers must sign a supplier code
of conduct and abide by the Company's Supplier Management Regulations, which
include labor and human rights, prohibition of child labor, compliance with local laws
and regulations on working hours, wages and benefits, and freedom of association and
collective bargaining.

By issuing a supplier code of conduct and promoting it to suppliers, SFC pays attention
to the fields of social responsibility, environmental protection, corporate ethics, and
business management. The supplier code of conduct include five major parts: labor and
human rights, health and safety, environmental standards, ethics, and management
system standards.

@upplier Management PoquD

1. Suppliers are required to implement the IATF 16949 quality management system,
or at the very least, the ISO 9001 quality management system. We are committed to
growing with our suppliers, fulfilling corporate social responsibilities, engaging in co-
innovation, and improving quality.

2. Suppliers are required to comply with ISO 14001 for the control of water pollution,
air pollution, noise, waste, and toxic substances, and to understand SFC's
environmental advocacy policy.

Promote environmental awareness, comply with environmental laws and ,’
regulations, and reduce environmental impact.

Cherish resources, prevent pollution, and make continuous improvements to create
“ a sustainable enterprise.

3. We take corporate social responsibility and supply chain human rights protection
seriously.

Suppliers shall investigate the source of cotton in their products and avoid using cotton
from controversial sources. For biomass raw materials, we do not use materials made
from corn.

6 Appendix
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To ensure a safe working environment, contractors are required to cooperate before contracting. According to the Company's environmental safety and health regulations,
as well as the laws and regulations related to occupational safety and health, all contractors must finish and pass the education and training courses and assessments on the
online environmental safety and health system to be issued an access pass to enter the factory for construction. The Company’ s environmental safety personnel also conduct
inspections at any time to check the implementation of contractors in order to ensure the personal safety of construction workers and reduce the occurrence of industrial
safety incidents. We hope to achieve the environmental safety and health goals of zero safety, hygienic, and health accidents and zero pollution for environmental protection.

In terms of project contracting, we adhere to the concept of sustainability and the principle of fair trade, and require suppliers and contractors to meet the requirements of
environmental protection, industrial safety and human rights. For outsourcing, we always quote and negotiate prices with more than two vendors and avoid awarding projects
to only a single contractor on the same quotation basis for raw materials and parts. After winning a bid, the contractor must sign to follow SFC’ s environmental philosophy
and environmental policy. Starting from 2024, all contractors will be required to sign an integrity agreement and attach it to the contract.

~~

Environmental Safety Management Platform

REPORT o SAN FANG
ACCOUNT REPORT
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Sustainability

4.1 Environmental Sustainability Management

Policies and Objectives v
4.2 Energy Management
4.3 Water Resource Management
4.4 GHG Reduction L
4.5 Waste Management

4.6 Implementation of Chemical Management
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Message from 1 About This
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4.1 Environmental Sustainability
Management Policies and Objectives

The Company has long focused on issues such as environmental protection and introduced an
environmental sustainability management system to move towards the goals of green design and
clean energy use.

Regarding the common goal of net zero by 2050, the Company is also actively planning for
reduction. With 2018 as the base year, all our production factories have formulated various
environmental protection reduction goals and plans by 2025 to reduce the impact of production
activities on the environment such as climate change so as to achieve the ultimate goal of
environmental sustainability.

In addition, we are more actively involved in:

@  Green Design, Cleaner Production

We design and develop products based on the eco-friendly concepts of “green design” and
“cleaner production” to reduce the impact of production activities on the environment and
achieve a win-win situation for environmental protection and the economy.

() Use of Clean Energy

We use natural gas, biomass, green electricity, and other clean energy sources
to achieve high-quality production that reduces carbon and emissions, thereby
mitigating the impact on the environment.

Participation in International

Environmental Protection Issues

In response to international carbon neutralization and carbon trading issues, Our factories in
Taiwan signed a letter of intent for cooperation on GHG offsetting with the Kaohsiung City
Environmental Protection Bureau. The estimated annual GHG offsets will be about 4,140
tons CO,e, of which 1% will be donated to the Kaohsiung City Government for social welfare.
These offsets can also be used for carbon neutrality or in carbon trading in the future.

Participation in International

Environmental Protection Issues

The Company actively participates in supply chain environmental protection-
related issues, hoping to expand environmental protection horizons and fulfill the
environmental responsibilities of supply chain members.

2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
Governance Value Sustainability Social Prosperity

Continuous

Imprg
nd
y i
i SRSSRNY SAN FANG GROUP | i
B Production Environmental Regulations

: Protection Policy
2

Cherishing
Resources

2025 Environmental Goals

In the next few years, we will achieve the following five goals through the
improvement of products and processes

-5% -2% -18%
Water Saving Waste Carbon
Reduction Reduction

-30% 100%

Percentage of Solvent-free Percentage of Recycled
Eco-Friendly Products Polyester Non-woven
Fabrics




1 About This
Report

4 Environmental
Sustainability

Message from
the Chairman

2 Operational 3 Shared
Governance Value

5 Happy Career and
Social Prosperity

6 Appendix

4.1.1 Overview of Sustainable Environment

Responsible Unit Estimated Timeline/Deadline Progress Description
Operations

Development
The personnel in charge of
each subsidiary were listed in

Mﬂ. The Sustainability the organization chart at the g
Wo“"ﬂ" Implementation ESG Development Committee 3_'

Group and the meeting in January 2023 Education and training have 2

7 Talent Environmental been timed to coincide 0
o " Trainin Planningand Energy | We expect to have the with the 2022 internal GHG )

" 9 Management Team responsible units to plan | verification by a third party in g
of the Company's education and training courses = May 2024 a
' : ESG Development and provide education and “:’
Check | D Quality Committee training to the personnel in =]

Improvement charge of each subsidiary in the <
o third quarter of 2023 5
o

B o

POI'Cy. Goals for carbon reduction, -
= Establishment : g
* . waste reduction, and water a

. Strategic Group of the - :
Time . . conservation were set at the Completed m
Goal Setting = Company's ESG : I
D ESG Development Committee @
evelopment S b 2023 >

) Committee meeting in February %
The Company promotes the ISO 14001 environmental management system to %]
continuously mitigate and reduce the impact of production on the environment. - 4
. ] The Sustainability S

Based on the love for the earth and environmental protection, we have set our 2025 ;

. . . Implementation . . o
environmental goals related to energy, GHG, water resources, pollution discharge, Group and the Starting from 2023, a review =
waste, and other environmental protection issues. Control Environmental Svgsttheerecgggt?gnrea(:ri]udcvtvlaczch =

Mechanism Planning and Energy conservation of éach factor Ongoing S
The following measures will be adopted to achieve the set goals through continuous Development | Management Team lant has been conducted a{i g
improvement in the coming years. of the Company's ?he onthlv ESG meetin
. . . . ESG Development y &
Formulate various environmental goals/directions. Committee

Establish energy-consumption pollution baselines for water, electricity, and
steam to increase control mechanisms.

Promote the implementation of pollutant and waste management, reduce
pollutant emissions, and protect the environment.

Purchase MRSL-compliant raw materials and adopt environmentally friendly
green material production processes.

The Sustainability
Implementation
Group and the
Environmental

We plan to complete the 2023

The 2022 GHG activity data
inventory of subsidiaries was
completed and provided
to a third-party verification
company in February 2024,
and the verification is expected
to be conducted in May 2024.

. . . . . Inventor : internal GHG inventory of all = The 2023 GHG verification of
Organize education and training on emerging environmental management Schedu":g I'\’Alannlng and Ene"gy overseas subsidiariesyby the | subsidiaries is expected to be
issues to improve talent capabilities anagement Team ;
.P p . of the Company's third quarter of 2024 completed by December 2024.
In terms of environmental management operations, the Company propgrly controls ESG Development We expect to complete the
and treats waste gas, wastewater, and waste generated from the production process. Committee

All our production factories in various regions have obtained ISO environmental
management system certifications and continue to improve the environment with
the PDCA principle. The environmental goals for 2023 were reported to the board of
directors in the first quarter and approved by the senior management.

registration of the 2023 GHG
inventory of the parent wit
the Environmental Protection
Administration by April 2024.
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4.1.2 Sustainability Initiatives

o H'
OQ suanable  Hgg)

Higg MSI

(Higg Material Sustainability Index)

IDHC MRSL
et

SOCIAL & LABOR
CONVERGENCE SSessses

e — —  —

1y . 1 \ \ \ L

4.1.3 Environmental Fines

Date of Punishment Punishment Document No. Provision Violated Content of Violation Amou_r;}t\zfj:::\z/;\lTD o Management Solution

The Company did not
obtain a stationary

2023/01/03

Future

Countermeasures

occurrence.

20-112-010001

Article 24, Paragraph 2 of
the Air Pollution Control
Act

pollution source operating
permit and operated
a stationary pollution
source, which violated the
Air Pollution Control Act.

1,600

A permit has been
obtained by filing relevant
applications in accordance
with the regulations.

Formulate a comprehensive management system, strengthen the operation and management mechanism of air pollution equipment, implement the regulations for
pre-assessment and application for equipment installation, and enhance the education and training of relevant personnel on laws and regulations to prevent repeated



4.2 Energy Management

4.2.1 Management Outline

The key to energy conservation and
carbon reduction lies in effective energy
management. energy management can not
only reduce energy waste, but also improve
energy efficiency to reduce carbon emissions,
which will help enterprises achieve
sustainable operations and development
while contributing to the protection of the
earth's environment. The Company has
expanded into diverse markets through the
development of critical basic raw materials
and application technologies, and actively
invested in environmentally friendly
products, circular economy, recycling,
and the manufacturing and application of
functional leather, films, yarn, fibers, etc.
with the aims of energy conservation, carbon
reduction, and environmental protection.
We also strive to fulfill our responsibilities
on environmental protection issues. Energy-
saving measures are promoted throughout
the process from equipment procurement to
production.

Message from
the Chairman

Item

Procurement of
new equipment and
improvement of
existing equipment

Machine energy
consumption
control

Ambient air
conditioning

Exhaust ventilation
systems

Power management

Motor systems

Qe
. Renewable Energy

Lighting systems

1 Abou
Report

t This 2 Operational 3 Shared 4 Environmental 5 Happy Career and
Governance Value Sustainability Social Prosperity
I
Content

Assess the compliance of the functionality of equipment with production requirements and further
evaluate the low-energy consumption and water-saving performance to achieve the goals of reducing
GHG emissions and saving energy.

Optimize production management scheduling to reduce waste from stand-by and rework, and maintain
the integrity of the thermal insulation of machines to reduce heat loss.

Use indoor air conditioners equipped with an inverter temperature control system.

Regularly check the exhaust pipe for air leakage and install local exhaust ventilation devices according to
system requirements to achieve the optimal effect.

Install automatic power factor regulators in the high-voltage substations of all factories; turn off electrical
equipment when not in use; monitor the operation efficiency of equipment and enhance its effectiveness;
and collect power data to monitor the reasonableness of the power consumption curve.

Replace all IET and IE2 motors in all factories of the Group with motors rated IE3 or higher, in combination
with the installation of inverter systems, to reduce the power consumption of motors, and cut energy
consumption by improving power efficiency.

The use of green energy can significantly reduce GHG emissions and plays an important role in
environmental protection and climate change.

Use energy-saving fluorescent lamps or LED light bulbs for the lighting equipment in production factories,
and design the lighting for a whole area to provide local auxiliary lighting.

6 Appendix
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Note: 1. SFC Group includes: Kaohsiung Factory in Taiwan; BaoLiang Factory in China; Meicun Factory in Vietnam;

and Indonesia Factory.

2. The types of energy consumed included utility power, solar power, natural gas, biofuels, and vehicle fuels

used for production.

Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
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4.2.2 Energy Consumption
@ @ @ @ @ @ @
Total energy (electricity)
Q:U; 2023 consumption of the Natural Gas Biofuels Overall decrease Energy consumption per thousand Oversit d;cr;&:;e
2 AR D LA Group 4,861,990 52,166,107 of about 7.1% NTD of production value in 2023 was Srabolt d t :
. . . compared to
cg I |m|:_>|emen1_: Mariots 76’922’1 40 (m3) (KG) compared to 2022 35.37 kWh/NTD in thousands
o) energy-saving projects 2022
) (kWh)
3.
8
5 . . .
a P> Electricity Consumption (kWh) P Natural Gas (m3)
%]
<
o 7,000,000
o S 6,584,956
T 95,356,517 92.896.484 ’ ’
g 100,000,000 2 1099 6,000,000 5,515,729
3 80,000,000 5,000,000
=
%]
2. 60,000,000 4,000,000
Q
2 3,000,000
< 40,000,000
g 2,000,000
g 20,000,000
= 1,000,000
0 0
2021 2022 2023 2021 2022 2023
a Indonesia Indonesia
g Factory 6,759,052 7,509,300 7,389,180 Factory 0 0 0
s @ ictram 34,743,192 35,654,600 32,152,800 ® vietnam 0 0 0
S Factory Factory
= ® paotiang 7,119,473 5,982,584 5,209,560 @ saotiang 1,735,717 1,686,014 1,778,978
) actory Factory
g — .
5 Kaohsiung 46,734,800 43,750,000 32,170,600 @ kaohsiung 4,849,239 3,829,715 3,083,012
8 Factory Factory
w
@ otal 95,356,517 92,896,484 76,922,140 @ Total 6,584,956 5,515,729 4,861,990
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» Biofuels (kg) » Comparison of Revenue and Electricity Consumption
53,322,976
60,000,000 T 53,927,144 52,166,107
g
NTD in Thousands kWh/NTD in thousands ?n
Q
>
[0¢]
40,000,000 12,000,000 60.00 %
10,763,499 =
Q
10,000,000 10,086,736 55 o =
o
20,000,000 &
8,384,007 %
8,000,000 50.00 o
=
. L ] .
0 m
wn
6,000,000 45.00 o
2021 2022 2023 =
o
Indonesia 8
Factary 5,131,000 6,395,932 5,965,983 4,000,000 1000 g
® vietnam 48,191,976 47,531,121 46,200,124 =
Factory I [ e 35.37 &
o
.anLiang 0 0 0 2,000,000 35.00 -
actory
.anhsiung 0 0 0
actory
2021 2022 2000
® otal 53,322,976 53,927,144 52,166,107 2023

@ Annual Revenue (NTDin -e— Energy Consumption
thousands) per Thousand NTD of
Production Value

» Consumption of the Group by Region

2023 Kaohsiung Factory BaoLiang Factory Vietnam Factory Indonesia Factory

Energy Consumption by

F(?(C‘;I‘:;’ 68,081,814 28,038,712 221,994,023 38,668,185 356,782,734

€20z Moday Ayjiqeuresns g3

Percentage ‘ 19.08% ‘ 7.86% ‘ 62.22% ‘ 10.84% ‘ 100.00%
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Message from
the Chairman Report

2023

energy use, followed by electricity and natural gas.

Amountinvested: NTD47.95
million, Installed capacity:
Kaohsiung 1,233 KWp,Annual
Factory  powergeneration: 874,962
“soartnery  KWH
(Renewable energy utilization

rate: 1 00%0)

BaolLiang
Factory

Self-consumed
Solar Energy

1 About This

Biofuels account for the largest proportion of the Group's internal

4 Environmental
Sustainability

2 Operational 3 Shared
Governance Value

5 Happy Career and 6 Appendix

Social Prosperity

The Company has installed solar energy systems and purchased
solar power. In addition, the proportion of biofuels in each

factory has been increased to 61. 530/0, greatly reducing
the use of fossil fuels and cutting the Company's total carbon

2023

emissions.

Amountinvested:NTD 52 52

million, Installed capacity: 2,707
kWp, Annual power generation:

2,715,000 kWH

(Renewable energy utilization rate:

100%)

Purchased electricity
Vietnam

. 1,631,012 kWH
actory

self-consumed solar | PUrchased installed capacity:

" 3,595 kWp!

Purchased Electricity 276,917 21.59%
Natural Gas 197,417 15.39%
Biofuels 789,259 61.53%
Distribution
of the Group's solar Energy 12,924 1.01%
Energy (Self-consumed) ’
Consumption
by Type Solar Energy (Purchased) 5,872 0.46%
Diesel Fuel 206 0.02%
Total 1,282,595 100%




4.2.3 Promotion of Energy-saving

Measures

Since 2011, SFC Group has implemented energy
conservation improvement measures throughout the
process from machine procurement to manufacturing and
in the manufacturing environment in accordance with the
energy conservation management principles.

A total of 28 power-saving measures and projects were

implemented in 2023.

P> Statistical Table of the Group's Annual Energy-

saving Measures
Iltem

Procurement of
new equipment and
improvement of
existing equipment

Machine energy
consumption
control

Exhaust ventilation
systems

Air compressor
systems

Power management

Others

Total investment
amount

©

P0Q0PQRE

Number of
Measures

2

2

NTD 14.82 million

4 Environmental
Sustainability

1 About This
Report

2 Operational 3 Shared
Governance Value

5 Happy Career and 6 Appendix

Social Prosperity

Message from
the Chairman

(Electricity Conservation>

Every year, the Group can save about 8,033 thousand kWh of electricity, about 628,260 m* of natural gas, and about 540
tons of biofuels. The main power-saving improvements are listed as follows:

o Procurement of new equipment and

improvement of existing equipment

With oxygen detectors, every 3% reduction in the oxygen content of the boiler exhaust can save fuel by 1%,
contributing to a saving of about 29,634 kWh of electricity per year.

@ Power management

1. The extruder heater was replaced with an infrared heater, which can save about 128,621 kWh of electricity per
year.

2.The lighting in all factories was updated and improved, and all the projection lamps of equipment were
replaced to LED ones, which can save about 793,404 kWh of electricity per year.

@ Exhaust ventilation systems

The temperature control fan of the cooling tower in all factories was improved, which can save about 111,281
kWh of electricity per year.

@ Air compressor systems

1. The traditional rotary screw compressors (100HP) were replaced with permanent magnet inverter
compressors, which can save about 158,400 kWh of electricity per year according to test results.

2. Zero air loss drains were installed in air compressor systems to reduce the air compressor exhaust volume,
reducing electricity costs by 3% and saving 153,090 kwh of electricity per year.

3. The factory-set air compressor system pressure was changed from 7kg/cm2 to 6.2 kg/cm2, which can save
approximately 93,312 kwh of electricity per year.

@ Machine energy consumption control

The operating temperature of biomass boilers was reduced, which can save 540 tons of biofuels per year.

@ Motor system efficiency upgrade

A high-efficiency motor installation project was conducted to replace all the Group's IE1 and IE2 motors with
motors rated IE3 or higher to improve motor performance and reduce operating electricity consumption,
which can save about 391,437 kWh of electricity per year.
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Colombia

Congo Indonesia
Brazil \‘ s
7 --w

rﬂ
e SR on

4.3 Water Resou rce Source: World Water Development Report
2018
Management

4.3.1 Water Resource Management Objectives

According to the "UN World Water Development Report 2018," the world's population is expected to increase from 7.7 billion in 2017 to between 9.4 billion and 10.2 billion by 2050, and the global
gross domestic product is expected to grow by 2.5 times during the same period. With rapid population and economic growth, the report estimates that global water demand will increase by 20% to
30% from about 4.6 trillion m® per year in 2017 to 5.5 to 6 trillion m® per year by 2050.

Freshwater resources are very scarce as they only account for less than 2.5% of the world's water resources. To make effective use of natural water resources, SFC has taken water resource reduction
actions at all operating locations and hopes to achieve the target of reducing 5% of water consumption per unit of product by 2025, with 2018 as the base year.
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4.3.2 Water Risk Assessment 4.3.3 Water Resource Management Solution
Under the influence of global climate change, the hydrological characteristics In response to the potential water shortage risk caused by climate change and the difficulties
of different parts of the world are changing accordingly, and the risk and in saving water resources due to the fact that the Central Mountain Range serves as the main
management of water resources are becoming more and more important. The watershed of the rivers in Taiwan, making them short and flow into the sea on the east and on the
Company has set water resource management objectives, hoping to reduce water west, water resource issues emerging from global climate change have been common concerns
consumption in the production process. around the world.

To understand the water resource risks faced by our factories worldwide, we use
the Aqueduct risk tool developed by the World Resources Institute (WRI) based on
public databases to conduct water risk analysis and identify the baseline water

year, we have set water performance indicators for each
of the Group's production factories for water consumption
reduction. The Group’ s overall water reduction target is to

A
=}
@
=}
(4}
a)
>
()
3.
S
stress levels of our factories around the world. » Water Withdrawal and Consumption Unit: Million Liters =
Q.
=
%]
According to WRI's "Aqueduct Water Risk Atlas," the water risk level of our Kaohsiung Vietnam Indonesia Baoliang <
factories in each region is classified as low to medium. Year Factory Factory Factory Factory Total ?
3
2019 249 208.9 20.2 73.6 551.7 Q
L
@
Region Water Risk Level 2020 188.2 177.7 16.8 46.6 429.3 §-
=)
0 Taiwan Low - Medium (1-2) 2021 165.9 202.7 15.6 38.8 423.0 =
S
. 2022 171.7 190.3 19.2 30.0 411.2
O China Low - Medium (1-2)
2023 140.8 196.4 24.5 41.4 403.1

0 Vietham Medium-High (2-3) g
wv
For water resource projects that have environmental §.
impact, the Company has set water reduction targets, 3
Indonesia Medium-High (2-3) improved water use awareness, and implemented various =
water-saving and recycling measures. With 2018 as the base i
N
. N
Our operating locations are not located in national or international protected reduce, water consumption by 5% compared to 2018. The w
areas. For the withdrawal of water resources, we use the tap water provided by Group’ s water consumption in 2023 must be 2% less than

the government, mainly for product production, boilers, and cooling in process in 2022 and 27% less than in 2018 in 2023.

operation, as well as domestic use for employees.
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P> Water Conservation Measures

@® Cooling Water

Hang a tablet in the air conditioning cooling tower to reduce the amount
of wastewater cleaned and discharged, and install a controller to reduce
the volatilization of water vapor.

@ Boiler Water

About 60% of the condensate used for boiler steam can recycled and reused.

@® Domestic water

Use the water discharged from the RO machine as washing and cleaning
water in the kitchen, and purchase sanitation facilities and faucets with
water-saving labels.

@® Other Water Consumption

Use the water discharged from drinking fountains for plant

2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
Governance Value Sustainability Social Prosperity
-

4.3.4 Industrial Wastewater Management Solution

We have well-established regulations for wastewater operations and abide by local wastewater
discharge standards and regulations. In addition to the wastewater testing required by the laws
and regulations, we also conduct wastewater testing in accordance with the Zero Discharge
of Hazardous Chemicals (ZDHC) Wastewater Guidelines to ensure that the discharged water
complies with the regulations.

In order for wastewater personnel to understand relevant external information and strengthen
their capabilities, we collect and provide information on the latest wastewater-related laws
and regulations from time to time, and organize treatment technology seminars, so that the
personnel can keep improving themselves and enhance the stability of wastewater treatment.

> Water Discharge Unit: Million Liters
Ki:?:;:;g Vietnam Factory Ir;::cc)::rs;a
2019 127.8 25.5 11.5
2020 97.9 31.7 10.6
2021 89.0 41.7 10.8
2022 102.8 45.0 18.5
2023 77.8 49.0 18.7

Note: 1. The Kaohsiung Factory discharges treated wastewater to the Houjin River whose basin does not
cover an irrigation canal or a water quality protection area.

2. The industrial wastewater from the Vietnam Factory and Indonesia Factory is transferred to the
wastewater treatment plant in the industrial zone for treatment.
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The Company collects and analyzes data on GHG emissions. We calculate emissions according to the United Nations
Intergovernmental Panel on Climate Change (IPCC) and the international standards of ISO 14064-1. The generated GHG

emissions are classified into the following three scopes for calculation:
Scope 1: Use of fossil fuels and consumption of refrigerants.
Scope 2: Purchased electricity.

Scope 3: Upstream and downstream transportation and distribution, employee commuting, purchased goods, disposal of solid and

liquid waste.

Data collection for the Scope 3 emissions in 2023 is expected to be completed by 2024 Q3.

In terms of greenhouse gas inventory, the Company currently only has the Kaohsiung Factory in Taiwan undergo 1SO14064-
1 Scope 1 and Scope 2 verification according to the requirements of the Environmental Protection Administration, while the
Vietnam/BaoLiang/Indonesia Factory calculates its internal GHG emissions based on electricity and fuel consumption.

4 Environmental 5 Happy Career and 6 Appendix
Sustainability Social Prosperity
-

9

The GHG emissions of
entities in 2022 and 2021
have been verified by
third parties. The GHG
emissions of entities in
2023 will be verified by
SGS by the end of June
2024.

66

Unit: Tons

> Kaohsiung Factory’ s GHG Emissions 2021 2022 2023

Intensity = GHG emissions/Million NTD of revenug > 47.28

8,190.10 2,930.60

21,656.30 15,924.40

29,846.40 18,855.00
38.77 29.52

T :

6,985,390.7

Expected to be completed in July 2024

Taiwan

SGS

To be verified by SGS by the end of

Statement and opinion issued by the verification
institution

Unqualified opinion

Unqualified opinion

June 2024
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P GHG Self-Inventory of Subsidiaries

Year Subsidiary

Scope 1

2023 Scope 2

Scope 3

Message from 1 About This
the Chairman Report

PT. San Fang Indonesia

San Fang Vietham

2 Operational 3 Shared 4 Environmental 5 Happy Career and
Governance Value Sustainability Social Prosperity
-

Unit: Tons

Dong Guan Bao Liang Materials
Technology

Subsidiaries’ 2023 self-inventory of carbon emissions will be completed in the third quarter of 2024

Scope 1

10,629.20

75,216.60

3,467.80

2022 Scope 2

6,533.10

25,669.90

3,311.50
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A

(Reduction Target Setting>

SFC Group applied to join the SBTi in July 2023 for science-based carbon reduction. We expect to set concrete and feasible carbon reduction targets through carbon inventory for Scope 1, Scope 2,
and Scope 3 emissions.

Carbon Inventory

(Scope 1+2+3)
2025 2026

¢ . ¢ ¢ ¢

2024

Signa
Commitment
Letter

2024 Commission a third party
December 2023 Initiate a group-wide to set carbon reduction targets Commission a third party Annual report, report, website, CDP
organizational inventory and pathways according to the to review the SBTi targets

SBTi methodology

Self-set short-term reduction targets and long-term net-zero targets

Moday Aiqeuteisns 93 *piT “on Aisnpuj jesiwsy) Suey ues

can be viewed on the SBLI’s official website in about one week, with which we can
inform brands that we have joined the SBTi.

N
C

(Reduction Strategy>

-

The Climate Change Response Act requires enterprises to disclose and report their energy use for the purpose of
GHG reduction in order to implement energy reduction control, which poses risks.

Therefore, it is necessary to replace and update products and equipment with high energy consumption to reduce
energy consumption and GHG emissions.

Strategies for climate change response or GHG management

1. Reduce energy consumption and increase the recycling rate in the process.

2. Proactively develop products with low energy consumption and clean fuels.

S,
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(Speciﬁc Reduction Actions>

For greenhouse gas
offsetting, the Kaohsiung
Factory has changed boiler
fuel from crude oil to natural

Message from
the Chairman

To generate solar
energy for self-
consumption, the
Kaohsiung Factory
and the BaolLiang
Factory installed solar
power systems for self-
consumption in 2022,
and have maintained

1 About This 2 Operational 3 Shared
Report Governance Value

Replace
traditional drive
motors with
inverter motors.

The Vietnam Factory
purchased green
power from green
power providers in

4 Environmental
Sustainability

5 Happy Career and
Social Prosperity

6 Appendix

Carbon reduction benefits brought
by products or services to customers
or consumers: To reduce the
GHG emissions generated during
transportation, the Company will
conduct production in a production site
closer to the location where a customer
places an order for a product, and

a stable power supply

gas to apply for a greenhouse since 2023.

gas offset project with the
Environmental Protection
Administration. The factory
has been verified by DNV to
reduce an average of 4,140
tCO2¢e/year.

prioritize land transportation over sea
transportation taking into account the
raw material supplier’ s place of supply
to reduce the GHG emissions generated
by the long-distance transportation of
products and by the vehicles used for
providing business services.

2023 to comply with
the GHG reduction

measures. Improve the

temperature
control fan of the
cooling tower in

all factories.
For the purchase of

I-RECs, the Indonesia Replace
Factory purchases I-RECs traditional
accounting for 50% of its lighting fixtures
electricity consumption with LED lighting

from a local PLN power fixtures for the
plant. In 2023, the process. the reduction of

percentage was increased GHG generated
to 100%. from incineration.

Reduce waste for

Hoday Aiqeuteisns 93 *piT “o0n Aisnpuj jesiwsy) Suey ues

(Achievement of Reduction Targets >

e Baseyear:2018

e The carbon emissions in 2018 were 52,926 tons, including 25,508 tons of Scope 1 emissions and 27,418
tons of Scope 2 emissions.

Entlty e The set carbon emissions management target is to achieve an 18% reduction in carbon emissions
between the base year of 2018 and 2025.

e In 2023, the reduction was about 37% compared to 2022 and 64% compared to 2018 in 2023. The target
has been achieved.

€70z Moday Ajiqeureisns g3

Parent

¢ Intensity comparison: 29.52 tons/million NTD of revenue in 2023 and 38.77 tons/million NTD of revenue
in 2022; 24% less in 2023 than in 2022.
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4.5 Wa Ste Management We are reducing waste by improving processes to increase the yield rate and streamlining processes.

With 2018 as the base year, we set waste management indicators for the Group for waste reduction.
The total industrial waste output of the Group decreased by 2% compared to 2018.

The basic requirement for waste disposal is to comply with local “
laws and regulations. The business waste of all factories of SFC in

various regions is reported and disposed of in accordance with local

laws and regulations.

(Waste Management Policy)

P General Waste Unit: Tons
The Company's process waste management strategy focuses on legal waste transport, disposal, reduction and
reuse. All waste must be transported and disposed of by qualified companies certified by the government in

Kaohsiung | Vietnam |Indonesia| BaoLiang accordance with local laws and regulations. Recoverable waste is sorted out and transported by third parties.

Factory | Factory | Factory | Factory

2019 | 3356 1818 | 1,099 = 399 | 6672 8% (Classification and Management )
2020 | 2,055 | 1,726 994 400 5175 | T78% Factory waste is mainly classified into three categories: general business waste (industrial waste), hazardous
business waste (hazardous waste), and recyclable waste (recoverable waste). The Company’ s general waste
2021 | 2,035 | 1,704 1,047 510 5,296 80% and general business waste are transported by qualified local transport companies. A storage area for hazardous
business waste as defined by law and recoverable waste is set up in factories for centralized collection and
2022 | 2,030 | 2,163 | 1,572 416 6,181 85% classification. We also conduct the management of necessary measurement and reporting operations.
Hazardous industrial waste is identified, sorted out, collected in a temporary storage area exclusive for hazardous
2023 639 1,413 1328 398 3,778 2% waste according to the laws and regulations of the region or country where it is located, managed by responsible

personnel, and then transported and disposed of by an environmental protection company with a hazardous
waste disposal license in the region.

Moday Aiqeuteisns 93 *paT “o0n Aisnpuj jesiwsy) Suey ues

» Hazardous Waste Unit: Tons » Waste Disposal Method Unit: Tons 74

: . . Total
Kaohsiung | Vietnam |Indonesia BaoLlang

Factory | Factory | Factory | Factory : % b

2019 | 567 742 404 182 | 1,895 | 22% _ : g
Incineration | 5,548 88.9 5,744 94.0 1,424 60.1 3,007 74.5 g

2020 278 685 325 143 1,431 22% g
Physical 431 6.9 342 6 628 26 683 | 16.9 g

2021 333 570 304 | 133 | 1340  20% Treatment : >. S : 3
2022 | 319 | 298 | 20 | 185 ] 1062 | 1% Reuse 262 4.2 23 0.4 317 134 | 348 8.6 ;

2023 257 641 357 206 1,461 28%
In 2023, the hazardous waste recycling rate was 8 6%
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4.6 Implementation of Chemical Management

4.6.1 Future Goals and Policies to Achieve

Implement an effective chemical management system to ensure compliance with the
Restricted Substance List, create a safer working environment for employees, ensure
that products comply with laws and regulations, and reduce environmental pollution.

e Meet the requirements of the Restricted Substance List.
e Ensure suppliers’ understanding of chemical management to protect personnel

and the environment.

Identify International Regulations
and Customer Requirements
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SFC Hazardous Substance

4.6.2 Exposure Control during Chemical Use and Source Management Management Regulations

To ensure employee workplace health and environmental protection, the Company has established a chemical
control list based on credible international databases and control conventions to

conduct a thorough health, safety, and environment assessment before introducing a new chemical. We also
perform registration and review procedures before chemical introduction to achieve the goal of reducing
environmental impact.

Suppliers Provide Compliance
Documents and Reports

€207 Hoday Aujiqeureisns ns3

Procurement after Review and
Approval
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5.1 Company Workforce Structure and Employment v
5.2 Employee Relations
5.3 Occupational Safety and Health Management

5.4 Social Assistance
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5.1 Company Workforce Structure and
Employment

5.1.1 Company Workforce Structure

In 2023, the Company had a total of 577 employees in Taiwan, of which 481 were male (83%)
and 96 were female (17%) due to on the characteristics of the industry. In terms of age
distribution, there were a total of 212 employees aged 40 - 50 (inclusive), accounting for
37% of all employees.

| Gender | ageDistibuton “ 202 | 2023

30 years old and below
30 - 40 years old (inclusive) 207 161 152
40 - 50 years old (inclusive) 158 156 173
Male 50 - 60 years old (inclusive) 69 52 55
Over 60 years old 9 12 13
Subtotal 534 464 481
Percentage % 80% 80% 83%
30 years old and below 13 15 13
30 - 40 years old (inclusive) 38 30 27
40 - 50 years old (inclusive) 48 43 39
Female 50 - 60 years old (inclusive) 32 27 17
Over 60 years old 0 1 0
Subtotal 131 116 96
Percentage % 20% 20% 17%
Total 665 580 577

5.1.2 Employment

The Company adheres to fair, open, and impartial procedures and recruits employees
through multiple recruitment channels, such as job search sites, campus recruitment
campaigns, government employment service stations, and industry-academia
collaboration. We do not discriminate against employees due to age, race, gender,
sexual orientation, religion, party affiliation, marriage, appearance, physical and mental
disabilities, etc. In response to the Company's development needs and the need for
workforce mobility, an average of about 60 new employees were hired during 2021-2023.

Joined in 2021 Joined in 2022 Joined in 2023

Total
71 72 39
Number
Gender Male Female Male Female Male Female
Number 70 1 64 8 35 4
Percentage 98.6 1.4 88.9 111 89.8 10.2

The Company also complies with Article 38 of the People with Disabilities Rights
Protection Act, which stipulates the statutory quota for the employment of people
with disabilities to fulfill the social responsibility of hiring people with disabilities. We
also assign employees with disabilities appropriate duties according to the limitations
resulting from work-related disabilities to ensure that they can work without difficulties.
The Company's employment of persons with disabilities in the most recent three years is
summarized as follows:

Number 665 580 577
Statutory Employment 6 5 5
Quota

Number of Employees 8 6 4
with Disabilities Hired

Applicable Quota 10 8 5
Number of Employees

with Disabilities in Excess 4 3 0

of Quota

Excess Percentage 66.60% 60% 0%
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5.2 Employee Relations

5.2.1 Employee Remuneration

To pursue operational performance and the stable financial growth of employees, the Company makes
regular salary adjustments in every July taking into account the Company’ s profit, price index level, and
each functional unit’ s contribution to the Company’ s output value . In addition, over the years, the
Company paid out an average year-end bonus equivalent to 2-4 months of salary before the Spring Festival
depending on the Company’ s profit. In 2023, the supply chain stabilized in the post-pandemic era. Although
the economic recovery was slowed, the Company made a profit better than in 2022, and a year-end bonus
equivalent to 2.5 months of salary was distributed. The number, average annual salary, and annual median
salary of full-time non-managerial employees in the most recent three years are summarized as follows:

P Number, Average Annual Salary, and Median Annual Salary of Full-time Non-managerial
Employees in Taiwan

Currency: NTD in Thousands

2021 2022 2023

Average Number 660 654 519

(persons)

Average Annual Salary 627 731 848

(NTD in thousands)

Median Annual Salary 600 694 808

(NTD in thousands)

@

Note: The above statistics do not cover managerial employees (namely, managers registered with the
Company) in accordance with the regulations of the Taiwan Stock Exchange.

3 Shared 4 Environmental

Value Sustainability Social Prosperity

5.2.2 Employee Bonus

To ensure the link between employee performance and the
Company's monthly and annual profits, the Company has established
the Efficiency Bonus Payment Regulations and a mechanism for
distributing performance bonuses (efficiency bonus and operating
bonus). The Finance Office distributes performance bonuses to the
personnel of each functional unit every month based on the Company's
monthly operating performance. To motivate production, sales, and
R&D units, the Company provides quarterly bonuses for promoting
and contributing to new business performance to encourage key
performance personnel to devote themselves to seeking higher
market performance. Furthermore, in order to ensure the concrete
link between employee engagement and annual performance, SFC
has formulated the “Implementation Guidelines for the Distribution
of Year-end Bonuses,” “Employee Remuneration Payment
Regulations,” and “Implementation Guidelines for Profit Calculation
by Factories” to make sure that the Company's overall operating
profit results can be effectively linked with the long-term contributions
of employees. We also objectively distribute year-end bonuses and
employee remuneration based on individual contribution.

5.2.3 Talent Cultivation

In the face of rapid changes in the world economy, the accumulation of
human capital is an important cornerstone for us to build competitive
advantages. According to the Company's "Education and Training
Implementation Guidelines," the talents of personnel at each
management level and in each functional department are improved
through a systematic human resource training system. In addition to
the improvement of their own functional expertise, we also plan cross-
functional training to develop key talent into m talent. SFC's education
and training system is divided into three major aspects: OJT, OFF-JT,
and self-development (as shown in the education and training system
diagram below) and divides the training into hierarchy-based training
and function-based training. Appropriate and complete training is
provided for each employee based on which stage they are in their
career development. The Company develops the basic expertise of
employees with the learning by doing approach at work. We also
provide management associates at different stages of development
with management training, so that in addition to functional
expertise, talent at each stage of development can also gain required
management competencies.

5 Happy Career and 6 Appendix
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In 2023, when a post-COVID-19 era was opened, the average training hours of all employees were
60.3 hours, which remained at the same level as in 2022. The Company continues to invest in talent All Level 2 and Higher Non- .
cultivation and strengthens functional management in various systems. Our management training is Year/Category managerial

planned with core and management functions as the basis. AP B Supervisors Employees

2021 49.5 53 48.6
2022 61.3 74.4 58.1
2023 60.3 74.3 56.7

P> SFC Chemical Education and Training System Diagram
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5.2.4 Overtime and Extra Hours Worked

Forced labor is strictly prohibited within the Company. For employee attendance, the Company complies with labor laws and regulations. If working overtime is required in response to urgent
orders or staffing shortages, the supervisor of each unit must conduct staff deployment in advance and may apply for working overtime after obtain the consent of employees. For employee
overtime application, monthly overtime hours shall not exceed 46 hours and daily overtime hours shall not exceed 4 hours. In addition, the Company is also required by law to provide employees
with one day off every seven days, and the number of consecutive working days shall not exceed 6 to ensure employees' health and family life. Furthermore, based on our respect for the rights of
employees after working overtime, employees can receive compensatory leave or overtime pay after working overtime. During 2023, the Company was not fined for labor condition violations found
in labor inspections by labor conditions (working hours, overtime, etc.).

5.2.5 Disciplinary Measures

The Company is people-oriented. In employee management, supervisors are required to seek truth from facts and respect the diversity of employees. If an employee fails to comply with the unit's
management regulations or if there is any abnormality in quality or equipment malfunction caused by an employee's operational error, it is necessary to make a specific statement and give the
employee the opportunity to explain. Improvement requests or punishments may be given in accordance with the management process. Any irrational verbal abuse, corporal punishment, or any
intimidation or treatment that may cause fear to employees are not allowed. The Company conducts performance evaluations semiannually to evaluate employees' operational performance. For
employees with poor performance at work, we have established the "Performance Improvement Plan Implementation Guidelines," which require supervisors to maintain good communication with
poor performing employees, provide regular guidance and assistance in improvement to ensure a return to normal, and improve the operational capabilities of the employees to meet the capability
requirements of the unit.

5.2.7 Child Labor
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5.2.6 Human Rights Policy

We firmly believe that respecting human rights and creating a dignified working
environment are extremely important to us. We are hereby committed to abiding
by the labor laws and regulations of countries where we operate so as to protect
the legal rights and interests of employees and uphold the human rights protection
spirit and fundamental principles of various international human rights conventions,
including the “United Nations Universal Declaration of Human Rights” and the

“International Labor Organization Declaration on Fundamental Principles and
Rights at Work.” This fully demonstrates our responsibility and obligation to respect
and protect human rights and treat all employees with dignity and respect, including
contracted personnel, interns, and temporary workers.

Based on this policy, we have implemented various management guidelines,
including prohibition of child labor, prohibition of forced labor, prohibition of
discrimination, respect for freedom of association, establishment of diverse
complaint channels, regular promotion of human rights awareness, establishment
of a fair and safe working environment, and full freedom of movement . effectively
demonstrate the value of Human Rights First and make sure that everyone in the
workplace is adequately protected both physically and mentally.

According to Taiwan's Labor Standards Act, a worker who
has reached the age of 15 and has been under the age of
16 is considered a child worker. The Company's human
resources policy stipulated in the “Personnel Management
Regulations” strictly prohibits the employment of child
labor. Summer part-time working students, semester part-
time working students, or full-time employees employed
through industry-academia collaboration projects, and
foreign migrant workers from Indonesia must be at least
18 years old. For the recruitment of relevant personnel, the
Company’ s human resources staff screen resumes, and
job candidates are required to provide a photocopy of their
identity cards to confirm eligibility and identification when
applying for an interview. As of December 31, 2023, the
Company did not employ child laborers for work.
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5.2.8 Social and Labor Convergence Project

In response to brands' requests, we have participated in the third-party verification of
the Social and Labor Convergence Project since 2020. This process integrates various
social responsibility verification processes to make it easier for brand partners to grasp
the Company's labor conditions and status. This also helps us achieve the promotion of
continuous improvement. At present, the Company's SLCP verification results have been
shared with brands such as Nike, adidas, New Balance, Columbia, and so on.

5.2.9 Care for Foreign Employees

The Company has built a foreign employee dormitory in the factory with air conditioning
equipment. Every year, we hold a symposium and a Meal Committee meeting from time
to time. We also hire an interpreter to understand the needs of foreign employees living in
the dormitory in real time. Every year, we provide Spring Festival red envelopes and travel
subsidies, and hold meal gatherings and various ball games from time to time to take care
of our foreign employees working hard in a foreign land. The Company has implemented
a zero-fee policy for foreign employees in response to brand requirements, and has
complied with the employment regulations of brands every year.
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5.2.10 Complaint System

To prevent workplace sexual harassment and uphold gender equality at work and
personal dignity, SFC has implemented the “Sexual Harassment Prevention Management
Guidelines” since 2002 and announced it in accordance with the law. We have provided
training and education to all employees for them to understand that they can report any
incidents of sexual harassment through the complaint system to the Company's Human
Resources Arbitration Committee, and the investigation, handling, review, and closure
of sexual harassment incidents shall be completed within three months in accordance
with the law. To protect employees' right to work, we provide an employee suggestion
box to encourage employees to report injustice or damage to their rights to the human
resources unit in writing or by email. The review, investigation and response mechanisms
will be activated according to the procedures. The Company has established the
"Ethical Management Best Practice Principles." Through new employee orientation and
announcements on the external public website, we encourage all stakeholders, including
suppliers, employees, and customers, to report illegal activities to jointly ensure the proper
operations of the Company and reduce risks.

5.2.1 1 Freedom of Association

The Company supports the free organization of labor unions by the employees and
encourage them to negotiate with the Company over the rights and interests of employees
through different committees to jointly ensure and protect the rights of employees.
Our Employee Welfare Committees, labor-management meetings, Pension Supervisory
Committee, work safety meetings, and general meeting of labor union members to name
a few are all platforms for communicating operational and internal management issues
and fostering mutual trust and cooperation. Union funds are allocated from the salaries
of employees who voluntarily join the union. The Company provides various training
resources for labor education to equip union members with better knowledge and ability
of labor laws. This not only enhances the supervision ability of the labor union, but also
demonstrates the Company's efforts to labor-management harmony, coexistence and co-
prosperity. In 2023, a total of 281 employees joined the labor union, accounting for 48.7%.

5.2.12 Collective Bargaining

As of December 31, 2023, no collective agreement has been formed and executed mainly
because the Company's labor union has not yet requested the Company for collective
bargaining. Thus, no collective agreement has been signed.
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5.2.13 Employee Welfare Committee

We have set up an Employee Welfare Committee in Taiwan. In addition to the management
representatives appointed by the Company, labor representatives are appointed by the
labor union to serve as welfare members in accordance with the law. The funds of the
Welfare Committee mainly come from the Company's operating revenue, scrap income,
and monthly welfare payments made by employees. Welfare funds are mainly used for
employee meal subsidies, payment of cash gifts for three main festivals, birthday gift
vouchers, medical care for employees and their family members, funerals, marriages, and
scholarships. In addition, to ensure the work-life balance of employees, the Employee
Welfare Committee holds various recreational activities such as parent-child hiking,
barbecues, employee badminton games, softball games, and domestic and foreign
travel activities for employees every year. As the pandemic eased in 2023, the committee
organized parent-child barbeque activities, travel subsidies for employees, basketball,
badminton, and bowling games, and movie watching to allow employees to resume daily
leisure and entertainment and rejuvenate their body and mind in the post-pandemic era.

To improve the health of employees, we encourage cross-departmental interaction among
employees, and provide subsidies for club activities to support the development of after-
work clubs. In addition to regular activities for mountain climbing and badminton clubs,
there are also team practices and exchange activities for the softball clubs from time to
time.
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» The expenditures of the Employee Welfare Committee in
the most three years are summarized in the table below

Year Amount

NTD 7,887,821

NTD 8,134,857

NTD 8,919,309
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5.2.14 Parental Leave and Leave » Employees’ Applications for Parental Leave and Leave without Pay
without Pay for Employees
: Number of Days of Number of Days of
Total Days of Unpaid : :

According to the Act of Gender Equality in Year/Item Leave Unpaid Leave of Female | Unpaid Leave of Male
Employment, female employees are entitled to Employees Employees
menstrual leave. In addition, the Company also
provides convenient motorcycle parking spaces 2021 1,161 1,070 91
for pregnant female employees to facilitate their
commuting. Furthermore, the Company’ s
Personnel Management Regulations stipulate 2022 1,139 794 345
that a female employee may apply to her unit
supervisor for a transfer to easier work during 2023 338 338 0

pregnancy in consideration of maternal and
child protection and return to her original
position after the end of her maternity leave. Total 2,638 2,202 436
The application of pregnant employees to
work overtime is strictly controlled, and female

employees are reminded to evaluate the 5.2.15 Retirement System
necessity of working overtime during pregnancy.

(1) The Company complies with the laws and regulations of the government. For employees applicable
to the retirement system under the Labor Standards Act (old system), 4% of the total monthly salary is
contributed to the employee retirement fund in a special account held in Bank of Taiwan, and the fund
will be paid when the employees retire. For all employees (including non-regular employees) who have
chosen the new retirement system under the Labor Pension Act (new system), 6% of their monthly salary

In addition, to help employees strike a balance
between work and childcare, both male and
female employees are entitled to apply for
unpaid parental leave according to law. With their
positions reserved, they may take care of their
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family and young children before returning to is allocated to their personal pension account in the Bureau of Labor Insurance.
the workplace. During 2021-2023, 3-6 employees
applied for unpaid parental leave, and the (2) In addition, the Company has reported to government agencies that we have established the Labor

Pension Reserve Supervision Committee to be responsible for the allocation of labor pension funds.

average number of days of unpaid parental leave

(3) The Company has formulated the Employee Retirement Management Regulations which shall apply to
full-time employees from the date they are hired. The criteria and procedures for employees to apply for
retirement are briefly described as follows:

o The Company’s employees may apply for voluntary retirement under any of the following circumstances:

Having worked for more than 15 years and aged 55.

Having worked for more than 25 years.

€70z Moday Ajiqeurelsns g3

Having worked for more than 10 years and aged 60.

e The Company may force an employee to retire under any of the following circumstances:
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Aged 65 or above. The Company may apply to the central competent
authority for adjustments to jobs that are dangerous and physical
strength-demanding.

Workers who are physically or mentally handicapped and unfit for work.

G Employee pension payment standards:

Two bases are given for each year of service under the retirement system
of the Labor Standards Act (old system). For 15 or more years of service,
one basis is given for each year, and the total number of bases is limited
to 45. Any periods of service less than half a year are treated as half a
year; any periods of service more than half a year are treated as one year.
However, an additional 20% shall be paid for employees who are subject to
mandatory retirement according to the regulations and whose disabilities
were caused by the performance of their duties.

For employees to whom the retirement system under the Labor Pension
Act applies (new system), the Company contributes an amount equal to
6% of the employee's salary to the employee's personal pension account
according to the salary scale on a monthly basis. Employees may voluntarily
make an additional pension contribution limited to 6% of their monthly
salary.

Q Pension payment procedure:

The Company shall pay pensions compliant with the Labor Standards Act
to employees within 30 days from the date of their retirement. Employees
may open a special account with a financial institution by presenting
supporting documents for the purpose of depositing their pension funds.

The Company’ s overseas subsidiaries adopt a defined contribution plan and
make pension contributions in accordance with local laws and regulations.

As of the end of 2023, the cumulative amount of labor pension funds for
workers with years of service under the retirement system of the Labor
Standards Act (old system) reached NTD 27,826 thousand. For employees
applicable to the retirement system under the Labor Pension Act (new system),
the Company made pension contributions totaling NTD 23,222 thousand in
2023.

As of 2023, three employees of the Company might apply for voluntary
retirement under Article 53 of the Labor Standards Act, and have completed
the departure process in accordance with relevant retirement regulations.
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5.3 Occupational Safety and Health
Management

5.3.1 Occupational Safety Policy and Objectives

We are committed to developing a "Friendly Workplace" by analyzing
operational risks and equipment safety impacts. Starting from intrinsic
safety management, we progressively review and implement engineering
improvement, administrative management (personnel safety awareness),
and provide protective equipment or safety protection devices to reduce
hazards and risks.

5.3.2 Occupational Safety and Health Committee

The Company strives to reduce the occurrence of occupational disasters for
employees. Therefore, the Company established the "Occupational Safety
and Health Committee" in accordance with the law, with Management
Representative and Vice President Wei-Chu Chen as the chairperson. The
committee’ s members include occupational safety and health personnel,
management department heads, supervisors and commanders, and
labor representatives. Regular meetings are held every quarter. Labor
representatives account for more than 1/3 of all committee members and
can jointly discuss, coordinate, and plan management matters related
to safety and health regulations in the Occupational Safety and Health
Committee.

P
-
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5.3.3 Promotion of Occupational Safety and Health

1. Workplace Safety

In order to grasp the status of employees' working environment V. Workplace Disaster Management

and assess their exposure, we have established and We take our employees seriously and treats them as family members.
implemented a working environment monitoring plan. Every With a focus on safety, we have purchased safe production machinery and
six months, we commission a working environment monitoring equipment and provided employees with personal protective equipment
institution approved by the Ministry of Labor for testing in (such as safety shoes and cut-resistant gloves). We also regularly activate the
order to maintain the safety of employees in the working work safety analysis mechanism to reduce work-related injuries.

environment.

Il. Safety and Health Implementation VI. Education and Training

The Company regularly implements workplace abuse prevention 1. Internal education and training: To strengthen the occupational safety
and hazard identification for strenuous work every year to awareness of employees, we organize internal education and training
identify and assess hazards and take improvement measures to remind employees of the importance of safety and health, disaster
accordingly, such as providing personal protective equipment prevention, labor laws and other precautions, and workplace safety. A
and personal safety protection. total of two sessions were held in 2023.

2. External education and training: On-the-job education and training are
provided to enhance the safety and health knowledge of workers.
lll. Safety Awareness Education

Hoday Ajigeuteisns 953 'pi] o) Aisnpu jediway) Sueq ues
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We have made and posted safety slogans on the bulletin board 3. The fire safety management personnel arranges two fire drills and two
of each unit, and printed the Occupational Safety and Health evacuation training sessions every year to equip employees with more
Work Rules in the form of a QR code for employees to download fire protection knowledge and familiarize them with equipment use.

for reference. In 2023, a total of 485 employees viewed the work

rules.

0
(&)
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IV. Contractor Management

Since the "Contractor Management System" was launched in
2020, 175 suppliers have joined, with an average of 39,615 visits
per month. Before contractors enter the factory, they must
receive online occupational safety education and training and
will be issued an access pass after passing the assessment. The
education and training rate is 100%, contributing to reinforced
contractor management. The Company’ s contractor
management is targeted at long-term contractors, project
contractors, transportation & non-construction contractors.

€20z 110day Anjqeureisns os3




Message from 1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix

the Chairman Report Governance Value Sustainability Social Prosperity
A

5.3.4. Occupational Accident Statistics

1. The statistics about the occupational disasters in 2023 which were employee Type/Year 2021 2022 2023

traffic accidents on the way to or from work and accidents that occurred on the

job are as shown on the right:

Traffic accidents 8 8 6

2. There was no occupational disaster for contractors and other workers during the during commuting

year.

. . , . Accidents on the

3. No occupational disease occurred to the Company's employees during the year. job 2 11 7

Type/Year 2021 2022 2023

Number of employees suffering
from occupational accidents 10 19 13

Percentage of employees
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suffering from occupational 1.5% 3.3% 2.3%
accidents

Disabling injury frequency rate 7.81 15.34 10.8
(FR) ° ° °

Disabling injury severity rate 21542 71.05 100.2

Average number of days lost 27.60 4.63 9.23

due to disabling injuries

€20z 1oday Ajiqeureisns ps3

Number of work-related fatalities
(excluding commuting traffic 0 0 0
accidents)
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Corporate development is closely tied to the local community.
Therefore, SFC has adhered to the corporate spirit of "taking
from and giving back to society" since its establishment. We have
assisted government agencies in disaster relief, organized various
community activities, and provided care for schools. Without causing
any negative impact on society, we coexist and share with the
community.

5.4.1 Giving Back to the Community

By adhering to the concept of giving back to society, we spare
no effort in care for the community and local groups, maintain
good interaction and establish a good relationship with the local
community, proactively provide resources for it, and work closely
with it to promote development.

=
-

Kaohsiung Factory: The factory donated 1,000 fire alarms to the 2nd Battalion,
4th Corps of the Fire Bureau to distribute them for free to
disadvantaged families in the neighborhood.

1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
Report Governance Value Sustainability Social Prosperity

Vietnam Factory: In the nursing home elderly care activity home on the Mid-Autumn Festival,
the factory donated VND 5,000,000 and a set of mooncakes and daily
necessities.

Kaohsiung Factory: We worked with the township office, the Renwu Development Association,
and local enterprises to organize a walking campaign to encourage people
to enjoy the warmth of nature and sunshine after the pandemic, indirectly
promoting the physical and mental health of the community residents.
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5.4.2 Educational Resources 5.4.3 Medical and Health Care

By adhering to the concept of giving back to society, we spare no effort in care for
the community and local groups, maintain good interaction and establish a good
relationship with the local community, proactively provide resources for it, and work
closely with it to promote development.

Kaohsiung Factory: To promote education, the
factory has subsidized the
tuition and incidental fees
of students in the village to
reduce the burden of their
families so that they can
study in the neighboring
elementary and junior high
schools in Renwu.

‘f.‘i. l '.;o-

=

We pay attention to the lack of resources in community elementary schools, and have worked Kaohsiung Factory: In order to continue the promotion of social welfare, the
closely with the schools for a long period of time to provide supplies for school activities in order Company also organized a blood donation campaign called
to improve the quality of education. We sponsored after-school taekwondo activities to provide "Fivefold Spiritual Renaissance" as a factory celebration in
more opportunities for school children from disadvantaged families to participate in talent courses, 2023 at the Kaohsiung Factory. A total of 146 bags of blood
improving their physical and mental health and mitigate the problem of families’ after-school care. were collected, and the employee participation rate reached

21%, demonstrating the enthusiasm and passion of our
employees.
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5.4.4 Environmental Protection

Kaohsiung Factory: SFC joined hands with the | Plant for Life Corporation
Aggregate to organize an afforestation activity in
Kaohsiung City Qieding Wetland Park under the
leadership of the Chairman. The “I Plant for Life
Corporation Aggregate” assisted in follow-up care.
At the end of the year, we received a report that the
survival rate was 77%.

We hope to increase coastal windbreaks and improve the habitats of
animals and plants, enhance ecological sustainability and biodiversity, and
create a sustainable green environment.

1 About This 2 Operational 3 Shared 4 Environmental 5 Happy Career and 6 Appendix
Report Governance Value Sustainability Social Prosperity

5.4.5 Participation in Social Welfare Groups

The Company’ s 50th anniversary celebration was held grandly in June 2023 at Oil Refinery
Elementary School. The Children Are Us Foundation, Genesis Social Welfare Foundation, and
Huashan Social Welfare Foundation were invited to participate in the factory celebration fair,
and were ranked the top three vendors in terms of total sales that day. The total sales on the
day were NTD 39,460, which were used for charitable purposes.

Snowflake crisps Popcorn o
Handmade bags Corn on the cob BISCUItS
Daily necessities Dolls Gift boxes
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6.1 GRI Standards Index Table

P> GRI Index

Disclosure Indicator (et e
Chapter

1 About This
Report
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5 Happy Career and
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6 Appendix

Disclosure Indicator Corresponding Report Chapter

Organizational details Editorial Principles 2-16  Communication of critical concerns | 2.3.8  Ethical Management
2-2  Entitiesincluded in th ization’ i .
S:s:;:;sﬁi:y ;pg\rtinzorganlza fons 1.1 Editorial Principles 2-17  Collective knowledge of the highest | 2.3.3  Operation of the Board of
_ : governance body Directors
23 RePortlng period, frequency and contact 11 Editorial Principles 2-18  Evaluation of the performance of . .
point the highest governance body 2.4.1  Risk Management Policy
2-4  Restatements of information 11 Editorial Principles .
No external 2-19  Remuneration policies 233 gﬁgzigfsn of the Board of
N - assurance is
2-5  External . . . i
xternal assurance 1.1 Editorial Principles provided at this 220 Process to determine remuneration 2.3.3 Operatlon of the Board of
time. Directors
2-6  Activities, value chain and other business | 2.1.2 Industry Chain
relationships Diagram 2-21  Annual total compensation ratio 5.2.1 Employee Remuneration
5.1 Company
Workforce 2-22  Statement on sustainable .
2-7  Employees Structure and development strategy Message from the Chairman
Employment 1.2 Structure of the Corporate
28 Workers who are not employees l’rneplcc?yrz 53\’ ng/rlr::rssno non- 2-23  Policy commitments gt:;ga nl inzaal?ilé)enDevelopment
2.3.1  Structure of 1.2 Structure of the Corporate
29 Governance structure and composition the Corporate 2-24  Embedding policy commitments Sustalnab.le Development
Governance Organization
Organization 2-25  Processes to remediate negative 2.3.8  Ethical Management
2-10 Nomination and selection of the highest 2.3.3 Operation of the impacts 5.2 Employee Relations
governance body Board of Directors 2-26  Mechanisms for seeking adviceand |2.3.10 Complaint Mechanism and
2-11  Chair of the highest governance body 233 gpe:gtl?rsgf ttger raising concerns Management
oard ot birectors 2.3.9 Implementation of Legal
2-12  Role of the highest governance body in 1.3 Sta ke_hpld_er 2-27  Legal Compliance Compllance .
- : Identification and 4.1.3  Environmental Fines
overseeing the management of impacts Communication
B 2-28  Membershi iati 2.2. E E
2-13  Delegation of responsibility for managing | 2.3.3  Operation of the embership associations 6 xternal Engagement
impacts Board of Directors 2-29  Approach to stakeholder 1.3 Stakeholder Identification and
B i i engagement Communication
2-14 Role 9fthfe.h|ghest governance body in 11 Editorial Principles gag
sustainability reporting
23.8 Ethical 2-30  Collective bargaining agreements | 5.2.15 Collective Bargaining
2-15 Conflicts of interest =

Management
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P> GRI Material Issues

“ GRI Topic and Indicator Corresponding Report Chapter

201-1 Direct economic value generated and distributed 2.2.2 After-tax Net Income and Earnings per

Share
Economic Performance 201-2  Financial implications and other risks and opportunities due to climate change 2.4 Risk Management
GRI 201 (2016)
201-3 Defined benefit plan obligations and other retirement plans 5.2.12 Retirement System
201-4  Financial assistance received from government 2.2.3 Government Subsidies/Incentives
302-1 Energy consumption within the organization
Energy 302-3 Energy intensity 4.2 Energy Management

GRI302 (2016)

302-4 Reduction of energy consumption

303-1 Interactions with water as a shared resource

Water and Effluents 303-3 Water withdrawal

GRI303 (2018)

4.3 Water Resource Management
303-4  Water Discharge

303-5 Water consumption
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305-1 Direct (Scope 1) GHG emissions

Emissions 305-2 Energy indirect (Scope 2) GHG emissions

GRI 305 (2016)

4.4 GHG Reduction
305-4 GHG emissions intensity

305-5 Reduction of GHG emissions

Waste 306-3 Waste generated

GRI306 (2020

4.5 Waste Management
306-5 Waste directed to disposal

Training and Education 404-1 Average hours of training per year per employee

GRI404 (2016)

5.2.3 Talent Cultivation
404-2 Programs for upgrading employee skills and transition assistance programs

€20z Moday Ajiqeuresns g3

Freedom of Association and Collective | 407-1 Operations and suppliers in which the right to freedom of association and collective bargaining 3.4.4 Risk Assessment
Bargaining GRI 407:(2016) may be at risk 5.2.14 Freedom of Association
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CG-AA-000.A Number of Tier 1 suppliers and suppliers beyond Tier 1 3.4 Supply Chain Management
Percentage of
CG-AA-430a.1 (1) Tier 1 supplier facilitiesand ) ) . )
(2) supplier facilities beyond Tier 1 in compliance with wastewater discharge permits
) . and/or contractual agreement
Environmental Impact in the .
. 3.4 Supply Chain Management
Supply Chain
Percentage of
An (1) Tier 1 supplier facilities and
CG-AA-430a.2 (2) supplier facilities beyond Tier 1 in compliance with wastewater discharge permits
and/or contractual agreement
Percentage of (1) Tier 1 supplier facilities and
CG-AA-430b.1 (2) supplier facilities beyond Tier 1 that have been audited to a labor code of conduct, 3.4 Supply Chain Management
(3) percentage of total audits conducted by a third-party auditor
Labor cond't'onsé:::‘ne Supply CG-AA-430b.2 Priority non-conformance rate and associated corrective action rate for suppliers’ 3.4 Supply Chain Management
’ labor code of conduct audits ’ PP &
CG-AA-430b.3 Description othe greatest labor and environmental, health, and safety (EHS) risks in 3.4 Supply Chain Management
the supply chain
(1) List of priority raw materials; for each priority raw material
(2) environmental and/or social factor(s) most likely to threaten sourcing
CG-AA-440b.3 (3) description of environmental and/or social risks and opportunities associated with 3.4 Supply Chain Management
raw materials sourcing
. . (4) management strategy for addressing business risks and opportunities
Raw Materials Sourcing
(1) Amount of priority raw materials purchased (by material)
CG-AA-440b.4 (2) amount of each priority raw material that is certified to a third-party environmental 3.4 Supply Chain Management
and/or social standard
(by standard)
CG-AA-250a.1 Description of compliance with restricted substance regulations f/l.aGanepr:qeenr:tentatlon of Chemical
Management of Chemicals in g
Products X X X X X . X
CG-AA-250a.2 Discussion of processes to asses and manage risks and/or hazards associated with 4.6 Implementation of Chemical

chemicals in products

Management
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6.3 Task Force on Climate-Related Financial Disclosures (TCFD Standards) Reference Table

“ Recommended Disclosures Corresponding Report Chapter m

Board’ s oversight of climate-related risks and opportunities

2.4.3 Risk Management Organization and

Governance Its Responsibilities
Management's role in assessing and managing climate-related risks and opportunities 2.4.4 Risk Management Mechanism
Climate-related risks and opportunities identified over the short, medium, and long
term
2.45SFC’ sTCFD
Impact of climate-related risks and opportunities on the organization’ s businesses,
Strategy strategy, and financial planning

Resilience of the organization’ s strategy, taking into consideration different climate-
related scenarios (including a 2° C or lower scenario)

2.4.8 Physical and Transition Risk
Scenarios

Scenario analysis is
conducted only for the
entity parent in Taiwan
first.

Risk Management

Processes for identifying and assessing climate-related risks

2.4.1 Risk Management Policy

Processes for managing climate-related risks

2.4.4 Risk Management Mechanism

Integration of processes for identifying, assessing, and managing climate-related risks
into the organization’ s overall risk management

2.4.2 Risk Management Scope
2.4.4 Risk Management Mechanism

Metrics and Targets

Metrics used by the organization to assess climate-related risks and opportunities in
line with its strategy and risk management process

2.45SFC’ sTCFD

Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas (GHG) emissions, and the
related risks

2.4.7 Climate Change Risks and Financial
Impacts
4.4 GHG Reduction

Targets used by the organization to manage climate-related risks and opportunities and
performance against targets

4.4 GHG Reduction
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6.4 Reference Table for Climate-related Information Required by Competent Authorities

Risks and Opportunities Caused by Climate Change and the Related Countermeasures Taken by the Company
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Aspect

Describe the board and management's oversight and governance of climate-related risks and opportunities

Recommended Disclosures

2.4.4 Risk Management Mechanism

Describe how the identified climate risks and opportunities will affect the Company's business, strategy, and
finance (short-, medium-, and long-term)

2.4.5SFC’ sTCFD

Describe the financial impact of extreme climate events and transformation actions

2.4.7 Climate Change Risks and Financial
Impacts

Describe how climate risk identification, assessment, and management processes are integrated into the risk
management system

2.4.6 Climate Risk and Opportunity
Management Process

If scenario analysis is used to assess resilience to climate change risks, explain the scenarios, parameters,
assumptions, analysis factors, and major financial impacts used

2.4.8 Physical and Transition Risk Scenarios

If there is a transition plan for managing climate-related risks, describe the plan, and the metrics and targets
used to identify and manage physical and transition risks

2.4.7 Climate Change Risks and Financial
Impacts

Ifinternal carbon pricing is used as a planning tool, describe the basis for pricing

2.4.7 Climate Change Risks and Financial
Impacts
2.4.8 Physical and Transition Risk Scenarios

If climate risk-related targets are set, explain the activities covered, the scope of GHG emissions, the planned
schedule, and the progress achieved each year. If offsets or renewable energy certificates (RECs) are used to
achieve the targets, explain the source and quantity of the offsets or the quantity of the RECs

4.2.2 Energy Consumption
4.4 GHG Reduction

GHG Inventory and Assurance

4.4 GHG Reduction
6.4.1 GHG Inventory and Assurance
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6.4.1 GHG Inventory and Assurance

6.4.1-1 The Company's GHG Inventory and Assurance in the Most Recent Two Years

Basic Information of the Company Disclosures Required by the Sustainable Development Roadmap for Listed Company

O Inventory of entities in the parent O Assurance of entities in the parent O Inventory of subsidiaries in the consolidated financial

0Companies with capital of less than
NTD 5 billion

statements OAssurance of subsidiaries in the consolidated financial statements
Description of Assurance
Restgigs Assurance Standards Asst{ra.nce
Scope Opinion

Intensity
(tons CO,e/NTD
million)

Total Emissions
(tons CO,e)

Scope 1
Direct GHG Emissions

Assurance

Scope 1

Direct GHG Emissions

Total Emissions
(tons CO,e)

Intensity
(tons CO,e/NTD
million)

Description of Assurance

Institution
- The 2023 verification for the entity parent is expected to be conducted by SGS at the end of
2023 2.930.60 459 June 2024

Self-inventory by the parent e ’ - Complete assurance information will be disclosed on the MOPS according to the statement
of assurance
ISO 14064-1: 2006 Greenhouse Gases - Part 1: Specification with guidance at the
organization level for quantification and reporting of greenhouse gas emissions and
removals

Kaohsiung Regulations Governing the Greenhouse Gas Emission Inventories and Registration of the Unaualified
Parent in 2022 8,190.10 10.64 SGS Factory in Environmental Protection Administration, Executive Yuan (2016.1.05) qua
Taiwan Guidelines for Greenhouse Gas Emission Inventory (2022.05) opinion

Guidelines for Greenhouse Gas Emission Verification of the Environmental Protection
Administration, Executive Yuan (2010.12)
Relevant regulations of the national greenhouse gas registration platform

Assurance Assurance Assurance
Assurance Standards
Institution Scope Opinion

a
The 2023 verification for the entity parent is expected to be conducted by SGS at the end of §
2023 15.924.40 24.93 June 2024 =
Self-inventory by the parent e : Complete assurance information will be disclosed on the MOPS according to the statement 3
of assurance =
>
ISO 14064-1: 2006 Greenhouse Gases - Part 1: Specification with guidance at the 3
organization level for quantification and reporting of greenhouse gas emissions and S
removals N
Kaohsiung Regulations Governing the Greenhouse Gas Emission Inventories and Registration of the U lified 6y
Parentin 2022 21,656.30 28.13 SGS Factory in Environmental Protection Administration, Executive Yuan (2016.1.05) nquatitie
Taiwan Guidelines for Greenhouse Gas Emission Inventory (2022.05) opinion
Guidelines for Greenhouse Gas Emission Verification of the Environmental Protection
Administration, Executive Yuan (2010.12)
Relevant regulations of the national greenhouse gas registration platform
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6.4.1-2 GHG Reduction Targets, Strategies, and Concrete Action Plans

Specify the GHG
reduction base
year and its data,
reduction targets,

e For greenhouse gas offsetting, the Kaohsiung Factory has changed boiler fuel from crude oil to natural gas to apply for a
greenhouse gas offset project with the Environmental Protection Administration. The factory has been verified by DNV to
reduce an average of 4,140 tCO2e/year.

e To generate solar energy for self-consumption, the Kaohsiung Factory and the BaolLiang Factory installed solar power
systems for self-consumption in 2022, and have maintained a stable power supply since 2023.

e For the purchase of I-RECs, the Indonesia Factory purchases I-RECs accounting for 50% of its electricity consumption from a
local PLN power plant. In 2023, the percentage was increased to 100%.

e The Vietnam Factory purchased green power from green power providers in 2023 to comply with the GHG reduction

measures.

Replace traditional lighting fixtures with LED lighting fixtures for the process.

Replace traditional drive motors with inverter motors.

Improve the temperature control fan of the cooling tower in all factories.

Reduce waste for the reduction of GHG generated from incineration.

Carbon reduction benefits brought by products or services to customers or consumers: To reduce the GHG emissions

generated during transportation, the Company will conduct production in a production site closer to the location where a

customer places an order for a product, and prioritize land transportation over sea transportation taking into account the raw

material supplier’ s place of supply to reduce the GHG emissions generated by the long-distance transportation of products
and by the vehicles used for providing business services.

strategies, and

concrete action

plans, and the
achievement of the
reduction targets.
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Base year: 2018
The carbon emissions in 2018 were 52,926 tons, including 25,508 tons of Scope 1 emissions and 27,418 tons of Scope 2
emissions.
Entity The set carbon emissions management target is to achieve an 18% reduction in carbon emissions between the base year of 2018
and 2025.
Parent In 2022, the reduction was about 17% compared to 2021; in 2023, the reduction was about 37% compared to 2022 and 64% in
2023 compared to 2018. The target has been achieved.
Intensity comparison: 24% less in 2023 than in 2022.
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6.5 Sustainability Disclosure Indicator Reference Table Plastics Industry

Remarks

Indicator Indicator Type Annual Disclosure Unit Corresponding Report
Chapter

Total energy consumption: 1,282,595
Percentage of purchased electricity: 21.59%

Total energy consumption, percentage of

purchased electricity, renewable energy 4.2.2 Energy

o O AP 0
1 utilization rate, and total self-generated and Quantitative Renewable energy utilization rate: 100% . GJ, percentage (%) Consumption
Total self-generated and consumed energy:
consumed energy (Note 1)
12,924
" Total water withdrawal and consumption Quantitative Total water withdrawal: 403,100 Thousand cubic meters 4.3.3 Water Resource
P Total water consumption: 403,100 (™) Management Solution
" Weight of hazardous waste generated and Weight of hazardous waste generated: 1,461 Tons (t),

Quantitative 4.5 Waste Management
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percentage recycled Percentage recycled: 8.6% percentage (%)
Description ofthe number and percentage o Number and percentage of pfeople sufferlpg Percentage (%), 5.3.4. Occupational
\" of people suffering from occupational Quantitative from occupational accidents: 13, accounting for . . .
. Quantity Accident Statistics
accidents 2.3%
Yield/Thousand Yards
Wet synthetic 25,801 -
leather A
w
H =
v Qutput of main products by product Quantitative Dry synthetic 10,022 Varies by product type 2.2.5 Products and Sales g
category 5
leather ]
g
Films 15,685 <
m
T
Total 51,508 2
S
&

Note 1 to Table 1-5: Total self-generated and consumed energy is as defined in the "Renewable Energy Development Act," "Implementation Regulations Governing Renewable Energy Certificates,"
or related supplementary laws.
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