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Message from the Chairman

’ Dear friends who care about the sustainable development of San Fang

Move Towards Sustainability with Innovation

The global situation continues to undergo drastic changes, from geopolitical risks and trade
policy adjustments to the tangible impacts of climate change. The uncertainty and challenges
faced by enterprises are unprecedented. For San Fang, these challenges are opportunities to
actively review our operational foundation, carefully examine resource allocation and manage-
ment strategies, and seek new growth opportunities through transformation.

We uphold the vision of "becoming the most trustworthy material supplier," and continue to
adhere to our core management principles of "professionalism, integration, innovation, and
service," implementing the effective use of resources and the R&D application of high-quality
material technologies. We translate the concept of sustainability into concrete actions, focusing
on the following key tasks, incorporating them into this year's ESG operational strategy and de-
cision-making process:

First, in response to global economic, political, and social changes, we actively assess the po-
tential financial impacts on the enterprise. Only by fully grasping risks and trends can we for-
mulate more efficient countermeasures, ensuring financial stability and sustainable growth.

In social issues, we emphasize human rights, labor practices, as well as the Company’s overall
social impact and information disclosure. The Company actively fulfills its responsibilities to
employees, the supply chain, and the community—not only in compliance with laws and reg-
ulations, but also with the ambition to set an industry benchmark, driving the Company and
society toward shared growth.

Facing the challenges of climate change, we continuously strengthen risk and opportunity
assessments, incorporate climate-related factors into our risk management framework, and
apply innovative thinking to reduce potential impacts while exploring sustainable business op-
portunities. At the same time, we address the impact of climate change on biodiversity, actively
formulating and implementing relevant countermeasures to ensure our operations contribute
to a balanced and sustainable ecosystem.

We recognize the importance of strengthening internal controls and optimizing data collection
processes to ensure the quality of ESG reporting. This year, we have begun enhancing corpo-
rate governance effectiveness, ensuring more accurate and transparent information disclosure
so shareholders and stakeholders can fully understand the Company's performance.

We understand that sustainable development is not a goal to be achieved overnight, but a
long-term journey requiring continuous investment and systematic management. We are grate-
ful for the support and trust of all colleagues, customers, suppliers, and the wider community,
which enable us to move forward steadily. Looking ahead, San Fang will respond to challenges
with more resilient actions, create value, and move toward the vision of co-prosperity across the
economy, environment, and society.

Mun-Jin Lin

Chairman
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1.1 Editorial Principles

About This Report

This Report summarizes the activities and specific performance of San Fang Chemical In-
dustry Co., Ltd. in corporate social responsibilities in 2024, such as corporate governance,
environmental protection, employees, and social welfare.

This Report covers SFC's headquarters in Taiwan and business locations in various re-
gions, 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, 2024 to December 31, 2024.

Scope of Coverage

|r

Taiwan Indonesia

® San Fang Chemical Industry Co., Ltd.

Vietnam
® San Fang Vietnam Co., Ltd.

(Vietnam Factory)

@ PT. San Fang Indonesia
(Indonesia Factory)

China

@ BAL Materials Technology Co., Ltd.
(BAL Factory)

Report Management Procedures

The Company's ESG Sustainability Report was discussed and resolved by the board of di-
rectors. 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).

-
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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(Sustain-
ability Accounting Standards Board), the framework of the Task Force on Climate-Related
Financial Disclosures (TCFD), the Sustainable Development Goals (SDGs) and other sus-
tainability indicators of the United Nations, and the Taiwan Stock Exchange Corporation
Rules Governing the Preparation and Filing of Sustainability Reports by TWSE Listed Com-

y

panies.

Publication

Previous issuance date: May 2024
Current issuance date: June 2025

Next expected issuance date: June 2026

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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1.2 Sustainable Promotion Organiza-
tional Structure

The Company has established the "ESG Development Committee" as the highest decision-making
center in accordance with the "Sustainable Development Best Practice Principles." The committee is
responsible for coordinating the environmental, safety, and health practices, labor relations, corpo-
rate governance, and risk management of its regional subsidiaries, and assisting the highest gover-
nance body in responding to stakeholder concerns and impacts.

The "ESG Development Committee Promotion Task Force" is composed of senior executives from
diverse fields, who jointly review the Company’s core operational capabilities, formulate short-, medi-
um-, and long-term ESG development directions, and build San Fang's core advantages.
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Key promotion item

Formulate corporate sustainable development policies on environ-
mental safety and health, labor-management relations, corporate
governance, and risk management.

Regularly summarize the implementation progress of the corporate
sustainable development policies formulated by the Policy Establish-
ment Group and review their performance.

Protect the rights and interests of shareholders
Strengthen the structure and operation of the board of directors
Implement ethical management.

Engage in the coordination and integration of feedback on custom-
er needs and improvement promotion with brand customers.

Promote and use sustainable raw materials
Promote actions to improve labor human rights and environmental
sustainability among suppliers.

Develop green processes and increase the utilization rate of envi-
ronmentally friendly materials.

Improve employee well-being and create a happy work atmosphere
Provide employees with an appropriate growth environment.

Promote the development of surrounding communities through
collaboration with community/social collaboration.

Improve the environmental management system and the mecha-
nism 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.

Signing of the SBTi (Science-Based Targets initiative) commitment
and progress promotion.

Construct the Group's network information system, formulate infor-
mation security policies, and implement various information securi-
ty management requirements.

ra --.' o -.._.. . . 0
g"(.:h'en!ical'lndhs'try Co.; Ltd. ESG Sustainability Report’
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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 stake-
holders 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 Com-
pany responds to stakeholders and issues of their concern. According to the five principles for stake-
holder communication and engagement, namely “dependency,” “influence,” “responsibility,” “diverse
perspectives,” and “tension,” we have evaluated the connection between stakeholders and corporate
sustainable operations and identified six types of key stakeholders, including: 1. employees, 2. cus-
tomers/brands, 3. shareholders/investors, 4. suppliers, 5. government agencies/competent authori-
ties, and 6. community residents.

In 2024, San Fang focused on stakeholders, and through communication with them, kept abreast of
market trends, further using these insights as a reference for developing risk response mechanisms,
crisis management protocols, and short-, medium-, and long-term development strategies. For de-
tails on our stakeholder contact persons, please refer to the Company's website at https://reurl.cc/
Ger9dA.

In 2024, we focused on stakeholders in the hope to grasp market trends through stakeholder com-
munication 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 2024 was reported to the board of directors on January 15,
2025.

|

i

Lﬂ Stakeholders g Communication Channel, Method and Frequency

L v . - .
— 1. Executive-employee communication meeting/at least once per quar-
e 5 ter . . .
. Labor-management dialogue/from time to time
3. Education, training and dissemination/from time to time
4. Employee suggestion box, email, telephone, face-to-face interview,
internal instant messaging platform/from time to time
. Employee satisfaction survey/annual
6. Management meeting/monthly
7. New employee orientation and new employee care meeting/from

Employees 5

time to time
Labor policy and human rights 1. The employee satisfaction survey was conducted in May 2024, and
Employee salary and benefit poli- the average satisfaction rate was 72.4%. The satisfaction of produc-
cy tion and administrative units increased mainly due to improvements

Labor-management relations in salaries and benefits; the R&D unit saw the greatest improvement
in management systems, communication, and corporate image; and
the sales unit experienced the largest gains in employee develop-
ment. The deficiencies were discussed and improvement plans were
formulated at the review meeting in July.

2. In 2024, the total hours for employee education and training
reached 22,427.3 hours, with 24 new employees participating in
training, accumulating 720 hours.

3. The Company holds monthly management meetings to report oper-
ational problems and obtain necessary support through communi-
cation and coordination.

4. The new employee factory internship program is held every six
months, or arranged according to participant numbers. Sessions
were held in March and August 2024.

5. Two seminars were held for foreign employees in July and October
2024.
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Lﬂ Stakeholders () Communication Channel, Method and Frequency Lﬂ Stakeholders ()] Communication Channel, Method and Frequency
(~) o (~)

s ) ) ) ) ] 1. Shareholders’ meeting/annual
1. Email, telephone, physical meetings/from time to time
& \ ) ) o . ) 2. Investor conference/at least once a year
\ \ 2. Factory inspections and visits/from time to time ) )
& ‘ o ) : 3. Market Observation Post System/as required by laws
& | 3. Exhibitions/from time to time ) i )
) ) ) 4. Company website/from time to time
4. Product introduction/at least twice a year S )
Customers/ ) ] Shareholders/ 5. Scheduled visits with investors and corporates/from time to
Brands 5. Customer satisfaction survey/annual Investors .
ime
Customer communication and . Major customers conduct an annual factory visit to verify product Business performance . The shareholders’ meeting was held in June 2024.
complaint management quality and environmental safety. + Corporate Governance 2. In 2024, the Company held one investor conference to report on its
Product quality and production 2. In 2024, the Company held two briefings for new products. + Compliance with laws and regu- business and financial performance.
efficiency 3. In 2024, six product improvement meetings were held to address lations 3. Inthe same year, 18 major announcements were released in both
Innovative products and tech- products and R&D that may lead to customer complaints, as well as + Sustainable development Chinese and English, along with monthly disclosures of operating
nologies the biotechnology of each facility. revenue and quarterly financial reports.
4. In 2024, two post-event surveys were conducted among customers, 4. The Company also maintains an investor relations section on its
and follow-up adjustments were made based on the survey results. website, providing the spokesperson’s and shareholder contact
5. Two innovative products are launched each quarter, and a total of information to facilitate communication.
four new products were developed in 2024. 5. Irregular scheduled visits with investors and corporates.

6. In 2024, 13 new product and corporate image advertising cam-
paigns were conducted via push notifications, serving as a commu-
nication channel with customers for material development.

7. In 2024, the Company arranged one to two regular customer visits
to Europe and the United States, along with participation in two
exhibitions.

8. Customer satisfaction surveys are conducted annually. Statistical
analysis of 230 questionnaires was completed in November 2024,
and improvements were made based on key customer feedback
regarding delivery times and quality not meeting customer needs.
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?nUePnFi'y Chain Manage- 1. Email, phone, correspondence, face-to-face interview/ /’\ + Compliance with laws and | 1. Market Observation Post System/as
supplier quality man- 2 gﬁ;izg:ﬁiz:;es seminars/from time to time / \ regwatIOHS ; reaured by laV\»lS ;
agement and product : : ' | 1 + Environmental impact 2. Regular reporting/as required by
liability 3. EnV|ronmehtaI safety and health management plat- | ] management and assess- laws
Supplier environmen- form/real—tlme - - . - ment 3. Telephone, official document, email
tal protection man- 4, S_uppller evaluation system/on-site r;?mdom mspec— : P S d '
agement and pollution tion ohce a yef’ar and qugr‘cerly sgppller evaluation authority + Workplace safety and suggestion mailboxes on open gov-
control . Supplier meeting/from time to time health ernment websites/from time to time
. In 2021, the Company established its Environmental Safety and Health Management Platform (https://contractor. Once a year, we report the implementation of the annual audit plan, education and training hours,
sanfang.com:52101/) through the Environmental Safety and Health Office. The platform offers online education and internal control statement, and information of auditors in accordance with the regulations of TWSE.
training, testing, and certification for contractors, which are required for plant access. As of December 31, 2024, the 2. The Company complies with relevant regulations by submitting monthly occupational safety and
platform has been used by 52,751 individuals. The San Fang Plant's environmental safety and health concepts and health reports and quarterly environmental protection reports.
related materials are also published on the platform for contractor reference. 3. In addition, the Company maintains communication channels through telephone and the website
2. On-site audits of several suppliers are conducted annually. The average supplier audit score for 2024 was 97.7. feedback form, enabling timely understanding of relevant issues and the implementation of improve-
3. Supplier evaluations are conducted quarterly. In 2024, there were 140 A-level suppliers in the first quarter, 135 in ments to ensure full compliance with applicable laws and regulations.

the second quarter, 136 in the third quarter, and 138 in the fourth quarter.
4. Trregular supplier meetings

(g e o N

. The Company conducts monthly neighborhood visits.
2. In 2024, the Company received no complaints from residents.
3. During the Typhoon Krathon in October, 2024, the Company collaborated with the industrial zone to share disaster prevention
information, ensuring a stable supply of production water and electricity.

Environmental impact 1. Unscheduled visits/from time to - ) ) )
management and as- time 4. The Company sponsors communities for resident care and hygiene promotion lectures every quarter.
. sessmgent 2 Appointment of contact persons 5. Supported the Renwu District tuition and fee sponsorship program in 2024, benefiting 230 children.
Cgmrgun'ty Waste Management ’ foer:‘eedback from and ch))mmu 6. Sponsored the Renwu District and National Sun Yat-sen University healthy walking event in 2024, with 500 residents participat-
esidents : - .
o . ) ing.
Water Resource Man- nication with external units/from ' ) ) o
agement time to time 7. Sponsored after-school tutoring and Taekwondo courses for children at Zhuhou Elementary School in Renwu District in 2024.
G?Vmg back to the com- 3. Sponsorship for community wel 8. In August 2024, organized a cultural promotion activity—a private movie screening—attended by 253 employees and their
) ) ' o : T families.
munity for social welfare fare activities/from time to time

9. In December 2024, held a “Meinong Fruit Picking” activity to support small farmers, rural economy, and ecological and cultural
preservation, with 219 employees and their families participating.

10. In May 2024, supported a public welfare group by purchasing handmade soap from the Heart to Heart Foundation as Mother’s
Day gifts for employees’ mothers.
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1.4 Analysis of Material Issues

1.4.1 Identification of Material Issues

San Fang regularly reviews international trends and industry-specific sustainability issues, and conducts sustainability materiality analysis using the EU's Double Materiality principle. Through distributing sus-
tainability questionnaires to stakeholders and internal senior executives, we seek to understand the actual and potential positive and negative impacts of sustainability issues on each stakeholder group. After
a comprehensive evaluation of the organization’s value and the impact on the economy, environment, society, and human rights, we identify and prioritize the material topics for 2024, completing the annual
material topic matrix. Compared to the previous year, customer relationship management has been included as a new material topic for this year.

Understand the organiza- Identify actual and potential Assess the significance of Prioritize the most signifi- Confirm the management

tion's context impacts impacts cant impacts for reporting policy for material isstes.
& - e ) & ) r ) & -
: Identify international sustain- : : Through questionnaire sur- : : Based on the results of 150 : : The ESG Development Com- : : Management policies and :
, | ability topics, trends, and stan- | ) | veys, we understand the level = § | questionnaires collected, a = ) | mittee reviewed current sus- | 4 | goals are set for the material
¢ | dards (GRI, SASB, TCFD), rele- I | of attention stakeholders place = ) Double Materiality Matrix ! I | tainability issues and finalized I | topics. Sanfang continues to '
: vant standards from regulatory : : on various sustainability issues. : : was created. To ensure that : : 10 sustainability material topics : : track and evaluate various :
' authorities, industry-specific M 4 | Senior executives are also sur- y | theimpact assessment bet- s | and 13 other basic topics. Sus- ¢ | sustainability issues and re-
y | lssues, and key concernsin ) | veyed regarding the degree 1 | ter aligns with management ¢ ) | tainability issues are prioritized 3 1 | sponds tointernal and external
1 domestic sustainability evalua- ¢ ! | and duration of the impact of | ! | decision-making, the ESG I | based on the impact of each | 1§ ! | stakeholders through various !
: tions, along with the process of : : each issue on the Company. : : Development Committee and : : topic to confirm their impor- : : channels (official website, sus- :
s | communicating with stakehold- ' | identify actual and potential | y | the consulting team jointly ) | tance. H | tainability report). '
¢ | ers.The Company's ESG task ) | impacts on the organization. ' 1 | discussed the level of impact 1 ' ' ' '
1 | force members compile the ' ' ! | and likelihood of occurrence of ! ' ' ' '
: organizational environmental : : : : sustainability issues. : : : : :
> ;ontext anq prqduce an annual ; ' ' > ; ' ' > ;
' list of sustainability topics. ' ' ' ' ' ' ' ' '
] ] ] ] ] ] ] ] ] ]
N ’ N ’ N ’ N p) N ’

23 Sustainable Issues 1 50 Questionnaires
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( Ranking of Sustainability Issue Impacts )

Customer Relations and

This year, a positive and negative impact anal-

Management ysis was conducted on the material topics,
Product Technology Innova- assessing the degree of impact and influence
tion and R&D

Product Quality
Climate Change and Green-
house Gas Management

Occupational Safety and
Health

Employee Training, Develop-
ment, and Recruitment

Energy Management and
Renewable Energy

Economic Performance and
Operational Strategies

Sustainability Strategy and
Commitment

Information Security

Compliance with laws and
regulations

Corporate Governance

Sustainable Products

Chemical Safety Manage-
ment

Air Pollution Management

Waste Management

Raw Material Procurement
and Management

Supply Chain Management

Geopolitics

Human Resources Diversity
and Human Rights

Water Resource Manage-
ment

Biodiversity

Community Engagement and
Social Responsibility

P L L L LI I L L XX

of sustainability issues on Sanfang's operations
and value chain.

Positive impacts indicate that the Company’s
current strategies and management policies
are well executed, generating positive benefits
for the economy, environment, and people (in-
cluding their human rights).

Negative impacts arise when the organization
fails to take action or does not implement
practices properly in addressing sustainability
issues, leading to an inability to prevent or mit-
igate negative consequences for the economy,
environment, and people (including their hu-
man rights).

The results show that, whether in positive or
negative impacts, the three issues with the
most significant positive effects are customer
relations and management, product technology
innovation and R&D, and product quality. Con-
tinued advancement in these areas can further
expand their positive influence. If environmen-
tal management is not actively implemented,
it will generate the most significant negative
impacts. The Company should strengthen man-
agement in order to mitigate these effects.

In addition, climate change and greenhouse
gas management, along with occupational
safety, are two issues of negative impact that
require special attention, with future manage-
ment and execution needing to focus particu-
larly on these two areas. Otherwise, they may

-----------------------'
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P Explanation of Adjustments to the Material Topics Disclosed for
the Current Year

R&D sis and explanation.

In 2024, the ESG Development Committee reviewed the materiality Changed Material Reason for
analysis process, clarified the significance of each sustainability issue Topic Change adjustment
with reference to domestic and foreign industry trends, and made ap-
propriate adjustments to the scope. Compared with the 9 sustainability : : o ) :
topics from the previous year, Sanfang has added and renamed topics _Customer Rela- Newly Transparent communication and green innovation to meet customer needs and
across the economic, environmental, and social dimensions for 2024. tions and Manage- ek build trust, ensuring long-term cooperation. Through effectwe customer manage-
Customer relationship management has been newly included, bringing ment ! ! ment, Sanfang enhances brand value and fosters sustainable business growth.
the total to 10 material topics, while the remaining 13 are categorized : | Asregulatory frameworks become more comprehensive, the focus is shifting to
as general sustainability topics. The reasons for adjustment are as fol- Legal ] | | proactive governance. Compliance is no longer just about avoiding violations but
lows: RISl ey is internalized as a core strategy. Therefore, th terial topic of legal li
| | gy. Therefore, the material topic of legal compliance
| | has been deleted.
Product Quality  Due to the increasing importance of the issue, the topic has been split into product
and Innovation : Adjusted : quality and product technology innovation and R&D, enabling more detailed analy-
| |
| |

1.4.3 Material Topics and their Boundaries

Impact Boundary "'

Material Topic Significance to SFC Potential Impact SN P— GRI Topic Catego- e e S e chEispclnd|ng
Suppliers | Investors Ser nities ry apter

Governance and Economic Aspects

Setting the corporate management vision and
) oals, including sustainable management strat- ) 201
Economic Perfor- 9 ) 9 ) ) 9 Operating performance . ) 2.2
egies, as well as financial-related performance, A Direct economic )
mance and Oper- such as operating profit margins, stock price directly affects the Com- x ot x value generated 81 Operations Man-
ational Strategies dividend 2 q : pt dli ?)'I't‘l h'ph ' pany's costs and profits. p d'gt buted Maintain economic growth, un- agement
r:w ends, an assfe saln ia I,I |es|,w ic are and distribute derpinned by innovation, employ-
the cornerstone of SFC's sustainable operations. ment, and distribution.
Quality directly affects customer satisfaction,
brand reputation, and market competitiveness. | Product quality directly 32
) High-quality products establish long-term affects the Company's -
Product Quality gh-quaity p . g L 4|o Y * * Industry Issues Quality Manage-
advantages by building customer trust and customers' willingness to Increase the added value of the ment
loyalty, and are the foundation of the Company’s | place orders. industry
success and continuous development.

Note 1 SFC Group consists of subsidiaries including BAL (China), San Fang Vietnam (Vietnam), and PT. San Fang Indonesia (Indonesia)
Note 2: Social media, government agencies, and communities




Material Topic

Product Technol-
ogy Innovation
and R&D

Customer
Relations and
Management

Energy Manage-
ment and Renew-
able Energy

Water Resource
Management

Significance to SFC

For brands and different application markets,
optimize the R&D team and production capa-
bilities, transforming core technologies into
scalable mass production and deriving applica-
tion technologies to expand into various market
fields.

Strengthen innovative cooperation with major
brands, grasp early development opportunities,
and provide differentiated products. Consolidate
the deep cooperative relationship, establish

a comprehensive sales and technical service
system, and effectively expand brand sourcing
while stabilizing order flow.

Good energy management can improve opera-
tional performance and reduce environmental
load and carbon footprints.

Establish a comprehensive environmental
management system to reduce water pollution
during operations and minimize environmental
impacts.

Potential Impact

By integrating industry
trends, enhance the
company’s innovative
application capabilities

to meet customer needs
and secure order sources.

Maintaining customer
relations directly affects
customers’ willingness to
place orders.

The use of low-carbon en-
ergy has become a future
trend. Power rationing will
directly affect production.
Failure to take appro-
priate measures may
increase operating costs.

The water shortage
resulting from a lack of
water resources caused
by climate change will
increase operating costs,
and water rationing will
directly affect production
and revenue.

S ]
About This
Report

GRI Topic Catego-
Commu- ry
nities

Custom-

Suppliers | Investors
PP ers

* * * Industry Issues
* * Industry Issues

. . . |2,

* * * \Ej\?aier

Note 1 SFC Group consists of subsidiaries including BAL (China), San Fang Vietnam (Vietnam), and PT. San Fang Indonesia (Indonesia)
Note 2: Social media, government agencies, and communities

San I;;aﬁg'-ghénﬁc'al' I.ndils'try Co.; Ltd.

Corresponding SDG Goals

RESPONSELE
cOnSUUPTIOn
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Significantly reduce waste genera-
tion through recycling and reuse.
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Strengthen implementation
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Gradually improve global energy
use and production efficiency
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Improve water quality and reduce
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Material Topic

Significance to SFC

Potential Impact

About This
Report

Topic Catego-

ry
nities

Corresponding SDG Goals

Corresponding
Chapter

Environmental Aspect

Waste Manage-
ment

Climate Change
and Greenhouse
Gas Management

Employee Train-
ing, Development,
and Recruitment

Occupational
Safety and Health

Reducing the environmental load of each stage
of the product life cycle is an important goal

of the Company in promoting environmental
protection.

Strengthening the Company's ability to cope
with climate change and GHG reduction
measures, including responses to climate risk
governance and identification, GHG inventory,
and disclosure of carbon emission information
in the life cycle of products and services, to en-
sure climate resilience and climate information
transparency in operations.

Establishing a talent attraction and cultivation
system, including recruitment channels, trans-
parent promotions, employee career develop-
ment, performance evaluation mechanisms, and
talent cultivation, to facilitate corporate growth.

Occupational safety and health are the fun-
damental cornerstone of establishing a safety
culture in an enterprise. Only by implementing
the core value of putting people first can sus-
tainable corporate development be ensured.

Proper waste manage-
ment can not only reduce
waste generation and
related costs, but also
create revenue value and
reduce the environmental
impact of our operations.

Failure to properly ad-
dress the substantive and
transition risks caused
by climate change will
increase operating costs.

The cultivation of out-
standing talent will directly
affect the competitiveness
of San Fang.

Proactive occupational
safety and health man-
agement actions aim to
prevent harm to person-
nel and property caused
by accidents.

Social Aspect

Note 1 SFC Group consists of subsidiaries including BAL (China), San Fang Vietnam (Vietnam), and PT. San Fang Indonesia (Indonesia)
Note 2: Social media, government agencies, and communities

emical Industry Co., Ltd. ESG Susthihability'Reﬁbrt :-_

306
Waste

305
Emissions

404
* Education and
Training

403
* Occupational
Safety and Health

19 trosas
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124
Properly handle waste

131

Strengthen the ability of all
countries to build back better and
adapt to risks related to natural
disasters and climate change.

Achieve full and productive em-
ployment

Reduce traffic accidents

3.8

Ensure comprehensive and pro-
ductive employment health and
well-being

4.5
Waste Management

4.4
GHG Reduction

5.2
Employee Relations

53

Occupational Safety
and Health Man-
agement
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2.1 Group Profile

In 1973, San Fang Chemical was established in Kaohsiung, becoming the first company in Taiwan to
use the wet PU production process. Our main products are PU synthetic leather, films, and the core
technology of leather manufacturing. The Company continues to develop a variety of environmen-
tally friendly materials using recycled polyester. In response to the market's demand for lightweight,
breathable, and low-carbon products, such products will be the focus of our future marketing and
innovative research and development.

The Company's film materials are produced in Taiwan, can accommodate the diversified processing p
methods of shoe factories, and are the Company’s core product, besides artificial leather. We strive to 51 3 employees 31 8 employees
expand the application fields with a high film recycling rate and increase product categories and de-

sign changes in order to not only meet customer needs, but also protect the earth and cope with the
challenge of carbon reduction.

Basic Information of the Company

Date of Establishment June 16, 1973

638 e
Person in Charge Mun-jin Lin

1 ,302 employees

President Chih-Yi Lin

BAL Materials Technology Co., Ltd.

The Company is mainly engaged in the manufacturing of shoe materials.

Main Business In recent years, the Company has expanded into new fields such as yarn, Established in: 2000
ﬂlmsi ready-made clothing, sports goods, and transportation interior ma- Main products: shoe materials, transportation materials, and sports goods
terials.
Operation Headquarters No. 402, Fengren Road, Renwu District, Kaohsiung City, Taiwan ) .
’ ! ¢ g San Fang Vietnam Co., Ltd.
Global Locations Taiwan, China, Vietnam, Indonesia Established in: 2003

Main Products: Shoe materials, sports goods

PT. San Fang Indonesia

Approx. 2,771 Established in: 2010

Paid-up Capital NTD 3.98 billion

Number of Employees in the
Group

Main Products: Shoe materials
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2.1.2 IndUStry Chain D|ag ram P Correlation Diagram of the Upstream, Midstream, and Downstream Segments of the Industry

For many years, the Company has focused on the —

sports and casual shoe markets, establishing stra- [l Midstream, anﬂ'DownI- [ PU Synthetic Leath- I Downstream Pro-

: : s . A st Pet i . i . i
tegic partnerships with international brands and QL g er Raw Material . cessing
expanding overseas production Capacityto meet the ®tecscsscsccsssss ®tececssssssccsss ®tececssssssccsss

needs of rapid development, flexible delivery times,

and localized production. The Company has built a l BG
comprehensive sales and technical service system to

strengthen brand origins and order channels. With [_) Ethylene Glycol
years of process technology and product innovation Ethylene |- (EG)
capabilities, the Company develops new product g Polyester

— oy p N
series each season based on market trends to meet B Adipic Acid \ﬂz I Footwear
customer needs. (AA) - N i -1 Sports shoes, riding boots,

[socyanates | :
o | | : .......................... (7L, MDD \ leather shoes, sandals, etc. )
The Company maintains close cooperation with — —
leading international brands, understanding their “ Dimethylfor- Leather Bags A
needs, providing innovative products, and enhancing mamide (DMF)) -{ Leather bags, leather suitcas-
. es, leather wallets, etc. )

customer trust. In 2024, the market will grow steadily,
shifting from being dominated by major brands to R
being driven by the rise of new brands. :

Garment Manufacturing

BuIssad0ld
Jayes 209YIUAS Nd

Butadiene Methyl Ethyl ) . WmdbrgakerS,Jackets, coats,
. B | Ketone i leather jackets, leather pants,
As a downstream processing sector of the petro- 5 : l (MEK) — leather skirts, and other men's
chemical industry chain, the PU leather industry faces ResidualiOil and women's clothing
)
challenges in labor costs and resource supply, while Natural - N
. S . . . Cotton Others
also needing to comply with increasingly strict envi- \ J :
) Fleece Sofas, seat cushions, gloves,
ronmental regulations. The Company focuses on de- TR : 1
. ) i i Rayon i Fabric ) : ) L belts, tents, etc. )
veloping and supplying upstream raw materials with ) —— Cotton AR Base Fabric |....
automated monitoring processes to improve product EG B —— : Non-woven | i
functionality, added value, and competitiveness. —_— Polyester Fabric
Cotton
PTA - — Release
—
Nylon Cotton | : Paper
)
AN N—
—
)
CPL ; N
—

San Fang Chemical lndustr'y(Eo., Ltd;ESG §}k§1_:a_|n
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2.2 Operations Management

P

The Significance of Economic Performance and Operational Strategies to San Fang

Setting the corporate management vision and goals, including sustainable management strategies, as well as financial-re-
lated performance, such as operating profit margins, stock price, dividends, and assets and liabilities, which are the cor-
nerstone of SFC's sustainable operations.

Positive impact: Benefits shareholders' equity and operational stability, thereby enhancing customer

» Shoe Materials Market Analysis

pemmmm———————q &
47 ] ]

j/ Innovative Technology : :

] Advanced Materials and [} [}

| De5|gn | |

\

\

- e e e - - -

7 1]

,/ Increasing Demand

] Rising Health and Fitness 1
| Awareness 1 |
\ | |
\ O | |
| |
N ] ]
S S o o o o o o o o .

» Sustainability

e e S

-~

Supply Chain Issues
Unstable Supply Chain

- s e - - -y,

-~

Fierce Competition

T

o e e

L d

Performance

Circular Economy

Focus on Biodegrad-
able Products and

-
Low-Carbon Mission

Including Energy
Saving, Renewable En-
ergy, and Low-Carbon

Products

Material Recycling

.

Value Co-Creation

Strategic Partnerships
and Supply Chain Man-
agement

Social Inclusion

Covering Community En-

d satisfaction, increasing employee benefits, promoting community development, and creating a positive
9 cycle that achieves mutual benefits for all stakeholders.
Impacts 00 00000000000000000000000000000000000000000000000000000000000000000000000000000
5 Negative mpact: Operatiqg} performance directly affectslthe Company’s costls and proﬂtapility, which
may reduce investment willingness and employee benefits, creating a negative cycle and impacting
d stakeholders in different ways.
D Finandial performance reflects the stability and efficiency of business operations. Sanfang strengthens
D  itsfinancial structure and implements cost control to steadily increase economic value and provide
Policies and returns to stakeholders. The Company continues to pursue profit generation through activities that
Commitmen increase revenue and reduce costs. When annual profits are achieved, dividends will be distributed to
D shareholders under the premise of maintaining a stable financial structure, thereby building long-term
D investment value in the Company.
s
Metrics an D Focus on the steady development of the two core businesses - footwear materials and film manufac-
Targets D  turing - pursuing quality operational growth to achieve annual business objectives.
i ' 5 ggfgﬁ;gﬁ'“g ISR RS Eri (IID Establishing Strategic Partnerships.
Actions D () Promoting green and sustainable business Ly seasimiing Dightsl Upgreding,
opportunities
E . Imem?' 1SR nglstlcs units Of Sl External audit: Deloitte & Touche audits San
valuation D ] subsidiary are responsible for execution, under S . X .
- : ) . Fang Chemical's 2024 consolidated financial
Method ) layered supervision and review by internal audit, Stataronts
the Audit Committee, and the Board of Directors. ’
Correspond-
Stakeholdef€, D Tel: +886 (7)3712111 Ext.31230 D 201 Direct economic value
Engageme D jui@sanfang.com.tw | www.sanfang.com ) generated and distributed

gagement, Environmental
Protection, and Indus-
try-Academia Collaboration

N

N

Pressure from Major Brands

rd

N\

\
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\
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2.2.1 Turnover Unit: NT$ million

After inflation and interest rate fluctuations have affected the international financial situation, con-
12,000 10,763 10,780 sumer desire has become more conservative, and the supply chain of the footwear industry has
10,087 . made inventory adjustments, resulting in a lack of operational momentum. With the interest rate cut
a in the U.S. in 2024, coupled with the positive impact of the Paris Olympics and the gradual recovery of
international brands, the industry's supply and demand has returned to a relatively stable state, and
the consumer environment in major operating regions has warmed up, resulting in growing order
demand and a gradual growth in revenues since March. Benefiting from the growth in demand for
some brands, the rebound in demand for artificial leather, the continued rise in the performance of
film products, as well as the stabilization of raw material prices and the benefits of foreign exchange,
the Company's operating efficiency improved significantly.

10,000

8,442 8384 -
soco @
6,000
4,000
2,000

P Overview of the Business Plan and Implementation Results

Currency: NTD in Thousands

2022 2023

2020 2021 2022 2023 2024 Amount Percent- Amount Percent- Amount Percent-
age age age
Net operating revenue 10,763,499 100% 10,086,736 100% 10,779,822 100%
2.2.2 After-tax Net Income and Earnings per Share
Unit: Thousand Yards, NTD in Thousands

Operating costs 9,029,397 84% 7,561,009 75% 7,481,145 69%

1,600,000 1,479,402 4
3.72 Gross profit 1734102 16% 2,525,727 25% 3,298,677 31%

1,200,000 3
Net income 293,331 3% 987,075 10% 1,560,465 14%

800,000 2
Pre-tax net income 595,297 6% 1,029,077 10% 1,876,098 17%

470,114
400,000 1 After-tax net income 470,114 4% 760,274 8% 1,479,402 14%
218,012
0.55 115,933 .
Basic earnings per share
) 5 (NTD) 1.18 1.91 3.72

2020 2021 2022 2023 2024

B Net income attributable to parent

company (NT$ thousand) === Earnings per share (NTD)

G e > . . . - Tt
. . e E

San Fang Chemical lndustr‘y€o., Ltd;ESG S"u'gt_ta'_iri.alj'i_ljt'y R_;por'i




e )
Table of Message from About This Operational < ; )
(Contents) (the Chairman > ( Report > Gove[nancs y Appendix
® 5 b Tl
2.2.3 Government Subsidies/Incentives 2.2.4 Tax Information
> 2024 Subsidy The Company supports tax policies that contribute to sustainable corporate development and eco-

nomic growth, and is committed to information transparency and corporate social responsibility.

_ Amount of
RMB
30,000.00 =

High-Tech Enterprise Recognition Award ' ' . . .
g P E Each operating location follows local tax laws and regulations by filing applica-

tions and paying taxes on time.

2024 Unemployment Insurance - Job Sta- RMB

bilization : 93,1 14.95

RMB %&

. 44,326.35

Disclose tax information in financial reports as required to ensure information

China
transparency.

Others Business-to-business transactions are subject to the arm's length principle.

Keep track of the changes in tax laws and regulations at each operating location,
conduct tax risk assessments, and formulate response strategies.

I

) Amount of

Industry Development Administration, . NTD
Ministry of Economic Affairs - Industrial .
Innovation Subsidy . 9,923,508 NTD in Thousands 2022 2023 2024
o . NTD )
Government exhibition subsidies Pre-tax net income (A) 595,297 1,029,077 1,876,098
Taiwan 245,000
Parent
Company _ , , NTD Monthly income tax
Youth Internship Matching Subsidy 125,183 268,803 396,696

15,000 expense (B)

NTD Effective t te (B/A)
ective tax rate
32,876

Note: For relevant tax information, please refer to the Company's 2024 consolidated financial statements

Others 21.00% 26.12% 21.14%

R L S .

] t,}.i._'ES'.G 'Systainabil.ity Report

San'Fang Chhrhicél-l‘n:jus;t?,y" o.,
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2.2.5 Products and Sales

Unit: Thousand Yards, NTD in Thousands

2023 2024

Production Volume Production Value Production Volume Production Value

> PU Synthetic
3 y 19,531 3,813,012 17,238 3,391,991
: Leather
%% Eco-friendly Syn-
17,129 3,132,115 21,255 3,932,135 '
thetic Leather :
|
Films 15,685 1,380,672 23,090 1,842,882 :
= '
000 ]
OO0
0090 Others 5,150,159 5,153,009 :
|
Q =
Total 52,345 13,475,958 61,583 14,320,017 :
)
4

2.2.6 External Engagement

[Active Participation in Industry) (( ) ( Participation in Public Affairs )

Associations . .

The Company has always maintained political neutrality and does not engage

in any form of political party-related activities. However, we actively participate

f Taiwan Regional \ Taiwan Nonwoven f Taiwan Sporting \ in local public affairs such as social care and community welfare. We also en-

i Association of Synthetic J i Fabrics Industry Associa- i Goods Manufacturers R courage employees to participate in public affairs to fulfill their civic responsi-
Leather Industries tion K . Association K bilities

For details, please refer to 5.4 Social Contribution of this Report.
ohsiung City Gene

al Industry Association

., ® .y ®
®ececccccccccccccce ®ececccccccccccccce

San Fang Chemical lndustr'yCo., Ltd;ESG §}k§1_:a_|n
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2.3 Corporate Governance

2.3.1 Structure of the Corporate Governance Organization

Share-
holders’
Meeting

Board of Direc-

Audit Office
_\ tors Chief Corporate Gov-
: ernance Officer
Remuneration = m Chairman
Committee
Audit Commit- _) President ’_(%_]
tee

EE&S

L

C Protect the Rights and Interests of Shareholders )

Committee

ESG Development

The board of directors has formulated the "Corporate Governance Best Practice Principles," "Ethical

Corporate Management Best Practice Principles," "Codes of Ethical Conduct" and "Sustainab

le De-

velopment Best Practice Principles" to foster a company-wide culture of integrity and ethical conduct

and fully protect the rights and interests of shareholders.

€

-

2.3.2 Aspects of Corporate Governance

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 governance and pursue
sustainable operations.

Abide by national laws and policies as well as corporate ethics and morals, and firmly
adhere to integrity and decency in operations.

Implement corporate governance and strive to achieve a balance of interests with all
stakeholders.

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

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

2.3.3 Operation of the Board of Directors

In addition to the Remuneration and Audit Committees 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.
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2.3.3 Operation of the Board of Directors

Core Diversity Item Term of Office/Years

of Service of Inde-
pendent Directors

Areas of Expertise

Gender Age Main Education Background

Name of Director

(Functions of the Board of Directors )

San Fang Investment En- National Sun Yat-Sen University Corporate management
The Company's board of directors is the Company's highest terprise Co., Ltd. | PhD P i ol 'g '
governing body and operational decision-making center. It is Representative: Mun-Jin Male 60~63 Johns Hopkins University strategic planning, and
responsible for overseeing the Company's compliance with : | corporate development
! . ) Lin Master's Degree
various laws and regulations and transparency of operations,
assessing risks, and reviewing the appointment, dismissal, and ) ) o ]
reward of the management team. POU CHIEN TECHNOLOGY National Chung Hsing Universi- | Production management,
t business management,
The Company's Articles of Incorporation stipulates that the CO., LTD. Male 70~75 I fMy d 3 |
candidate nomination system shall be adopted for director Representative: Jin-Chu Lu Celege erlvEnzgement EInel EIOIEILe ClsEol
elections. The board will discuss matters such as the eligibility Master's Degree ment
requirements of shareholders or director candidates nominat-
ed by the board of directors, and the resolution results will be POU CHIEN TECHNOLOGY ] ) o )
made available to shareholders for reference in order to elect CO. LTD Accounting Business administration,
suitable directors. o . Male 60~69 New York University, USA accounting auditing, and
Representative: Jia-Hui
Tang Master's Degree corporate development
( Board Diversity )
. o POU CHIEN TECHNOLOGY R
The Company has stipulated in Article 23 of the "Corporate Tunghai University
) o ; . ) ) CO., LTD. ) Human resources and
Governance Best Practice Principles" a board diversity policy, o . Male 50~59 Philosophy ) o )
which specifies that the composition of the board of directors R IR Master's Degree business administration
should consider members' basic qualifications and values (such Lin
as gender, age, nationality, and culture), as well as profession-
al knowledge and skills (such as law, accounting, industry,
finance, marketing, or technology). To achieve the ideal objec- Independent Director California State University )
tives of corporate governance, the tljoard'as a whole should Li-Hsuan Lin Male 60~69 9-10 years Master's degree Finance
possess capabilities including operational judgment, business
management, crisis management, industry knowledge, and
financial accounting expertise. Financial Management
The Company’s specific management objectives, achievement Independent Director National Kaohsiung First Uni-
status, and implementation of the board diversity policy are as Chih-Luna Chou Male 50~59 6-7 years versity of Science and Technolo- Accounting auditing
follows: The board diversity goal requires at least two directors 9 gy
with accounting and audit expertise, which has already been Master's degree
achieved.
Tunghai Universit
Independent Director Yi- 9 y . . i,
China Lin Female | 40~49 0-1 years Department of Accounting, Accounting auditing
g Tung Hai University

3 .

San Fang Chemical lndustr.yco., Ltd;ESG St stain
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2.3.3 Operation of the Board of Directors

P Disclosure of Information on the Professional Qualifications of Directors and the Independence of Independent Directors

Number of Public Companies

Name/Conditions Professional Qualifications and i Independence of Independent il Other than the Company where

Directors the Independent Director Serves
as Independent Director

Experience

1. Has been the Company's President for about 12 years, with the work experience
required for the Company's business.

2. Equipped with expertise in business administration, strategic planning, and corporate N/A 0
development.

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

Mun-Jin Lin
Chairman

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 (Holdings)
Jin-Chu Lu Ltd.; has about 40 years of experience in the production of shoes and shoe materials. N/A O
Director 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.

1. Has been the Executive Assistant Vice President of Pou Chen Corporation, formerly
Deputy General Manager and Human Resources Director of Pou Sheng International
(Holdings) Limited., and is currently serving as Director of Top Units Developments

Wang-Jin Lin Ltd. and Ka Yuen Rubber Factory Ltd., with the work experience required for the Com- N/A 0
Director pany's business.

2. Equipped with expertise in industry knowledge, human resources, and business man-
agement.

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

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.

2. Expertise in business administration, corporate development, and accounting audit- N/A 0
ing.

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

Jia-Hui Tang
Director
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P Disclosure of Information on the Professional Qualifications of Directors and the Independence of Independent Directors

Name/Conditions

Li-Hsuan Lin
Independent Director

Chih-Lung Chou
Independent Director

Yi-Ching Lin
Independent Director

Professional Qualifications and i
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 CON-
STRUCTIONCO,, LTD.

6. None of the circumstances in Article 30 of the Compa-
ny Act apply.

s> WIS =

@i

1. Certified Public Accountant of Wushi Accounting Firm.

2. Serving as a member of the Audit Committee,
equipped with expertise in accounting auditing.

3. Former Supervisor of St.Shine Optical Co., Ltd..

4. None of the circumstances in Article 30 of the Compa-
ny Act apply.

1. Practicing Accountant of Jing Cheng Accounting Firm.

2. Current Independent Director of Contrel Technology
Co., Ltd.

3. Current Independent Director of CHANG WAH TECH-
NOLOGY CO., LTD.

4. Current Independent Director of SUN RISE E&T COR-
PORATION.

5. None of the circumstances in Article 30 of the Compa-

ny Act apply.

W

Independence of Independent Jj
Directors

None of the following circumstances apply to the indepen-

d
d

1.

2.

ent directors of the Company, and all of the independent
irectors comply with the independence requirements:

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

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

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

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

e st ol e ..

San Fang Chemical lndust;yfo., LtdESG Sustain

( Appendix )

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

s
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Name of Direc-

tor

Mun-Jin Lin
Jin-Chu Lu
Jia-Hui Tang

Wang-Jin Lin

Li-Hsuan Lin
Chih-Lung Chou

Yi-Ching Lin

=

Date of Continuing
Education

October 30, 2024

October 29, 2024

July 11,2024

August 14, 2024

April 12,2024

July 03, 2024

November 18, 2024

September 06, 2024

July 03, 2024

October 26, 2024

October 24, 2024

November 29, 2024

April 02, 2024

July 19, 2024

April 02, 2024

" e -t

san'Fang Chbﬁiicél-rn:jus;t'ry _Co.,:L_(‘d.:ES'.G 'Systainabifity Report

. .

Organizer

The Institute of Internal Auditors-Chinese Taiwan

The Institute of Internal Auditors-Chinese Taiwan

Securities & Futures Institute

Taiwan Corporate Governance Association

Taiwan Academy of Banking and Finance

Taiwan Stock Exchange

Taipei Foundation of Finance

Securities & Futures Institute

Taiwan Stock Exchange

Accounting Research and Development Foundation

Securities & Futures Institute

CPA Associations R.O.C. (Taiwan)

CPA Associations R.O.C. (Taiwan)

Accounting Research and Development Foundation

CPA Associations R.O.C. (Taiwan)

- .

Course Title

Audit Practice Seminar on Annual Operational Plan and Budget
Preparation

Production Cycle Practices and Audit Focus

Industry Transformation Trends with ChatGPT Chatbot

How the Board Oversees ESG Risks and Workplace Gender Equality
Disputes and Prevention

Corporate Governance and Sustainability Workshop

2024 Cathay Sustainable Finance and Climate Change Summit

Corporate Governance - Sustainable Finance

2024 Insider Trading Prevention Seminar

2024 Cathay Sustainable Finance and Climate Change Summit

Analysis of Legal Responsibilities and Practices in Corporate Control

New Trends in ESG Labor Relations - Practical Discussion on Labor
Rights Management in Sustainable Supply Chains

AML/CFT International Standards and Domestic Legal Frameworks

Trends and Case Analysis in Anti-Money Laundering

Common Deficiencies in Financial Statement Reviews and Practical
Analysis of Key Internal Control Regulations

Trends and Case Analysis in Anti-Money Laundering

Training

hours

( Appendix )

2024
Training
hours

15

12
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( Implementation by the Board of Directors )

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’ Meet-
ings" 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 2024. The board members actively attended
the meetings, with a personal attendance rate of 95%, effectively supervising the implementation of
business plans. Please refer to the Company's annual report for the shareholders’ meeting for im-
portant 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 indepen-
dence.

The policy for the allocation of director compensation is specified in the Company's Articles of Incor-
poration, 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. Vari-
able 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 depart-
mental 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 an-
nual report so that stakeholders can fully understand the linkage between the remuneration of direc-
tors and managers and the Company's operational performance.

2.3.4 Operation of the Audit Committee

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 reason-
ableness 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 Au-
dit Committee meetings were held in 2024, with an attendance rate of 93%. Please refer to the Com-
pany's annual report for the shareholders' meeting for the implementation status of the meetings.

2.3.5 Operation of the 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 manag-
ers" with its professionalism and the due care of a good administrator and “determining and periodi-
cally assessing the remuneration of directors and managers.” The committee also makes recommen-
dations 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 four Remuneration Committee
meetings were held in 2024, 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.
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2.3.6 Performance Evaluation of the Board of Directors and Functional Committees

In 2024, 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.

Scope of Evaluation

Assessment Method

Evaluation Content

Evaluation Results

B Overall Board of Direc-
tors

[ Individual Directors

[J Functional Committees

[ Overall Board of Direc-
tors

M Individual Directors

[J Functional Committees

[ Overall Board of Direc-
tors

[J Individual Directors

W Remuneration Commit-
tee

B Audit Committee

L i |

San Fang Chemlcalrndu th

M Board Self-Evaluation
[] Director Self-Evalua-
tion

[] Peer Evaluation

[] External Evaluation

[ Board Self-Evaluation
M Director Self-Evalua-
tion

[] Peer Evaluation

[ External Evaluation

[ Board Self-Evaluation
M Director Self-Evalua-
tion

[] Peer Evaluation

[ External Evaluation

0., Ltd ES’G Sustalnablllty Report

A. Participation in the Company's
operations

B. Enhancement of the quality of
Board decision-making

C. Composition and structure of the
Board

D. Election and continuing educa-
tion of directors

E. Internal control

A. Understanding of the Company'’s
goals and missions

B. Awareness of directors’ responsi-
bilities

C. Participation in the Company's
operations

D. Management of internal relations
and communication

E. Directors’ professionalism and
continuing education

F. Internal control

A. Participation in the Company's
operations

B. Awareness of committee respon-
sibilities

C. Enhancement of the quality of
committee decision-making

D. Composition of committees and
selection of members

E. Internal control

. e

Items for Improvement: 1. Strengthen the Board of Directors’ control over risks.

Improvement Plan: 1. Enhance the Board's control over various risk management practices to improve the
Company’s ability to respond to crises. Implement risk monitoring and risk analysis to supervise and improve
the precision of risk management, thereby increasing the overall operational efficiency of the Board.

Items for Improvement:

1. Increase attendance at meetings of the Board of Directors and shareholders.

2. Continue implementing the Board's diversity policy.

Improvement Plan:

1. One month before each meeting, proactively contact directors to confirm the date of the upcoming Board
meeting to facilitate attendance.

2. Continue arranging diverse training programs for directors to improve decision-making quality, fulfill su-
pervisory responsibilities, and strengthen Board functions. Plan to achieve one-third female directors at the
2027 shareholders’ meeting re-election.

Items for Improvement:

1. Enhance the expertise required for the Remuneration Committee’s decision-making process.

2. Ensure that the Audit Committee effectively evaluates and supervises the Company’s existing and potential
risks, and assesses the effectiveness of internal control systems and risk management.

Improvement Plan:

1. Provide more comprehensive and complete information to Remuneration Committee members, and invite
relevant professionals to attend when necessary.

2. Strengthen monitoring and accuracy of risk management through risk detection and analysis, thereby
enhancing oversight of risk management activities.
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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 Infomation Tra nsparency
problems of various stakeholders in an ethical and responsible manner, thereby fulfilling our social respon-
sibilities.

The Company has a Chinese/

C Enhancing Information Transparency ) English website to disclose the |-:|
business progress and regularly s
' ' . o ' o update the financial informa- oLr
The Company is committed to enhancing the timeliness and transparency of information disclosures. In ad- tion and corporate governance
dition to disclosing relevant information on the Market Observation Post System in accordance with the law, status

the Company also participates in investor conferences held by securities firms to explain the financial 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-time information on financial, business, and stock affairs.
We have also set up an investor service contact point as a smooth two-way communication channel. Proposals for shareholders' meetings

are voted on by electronic means
and on a case-by-case basis, and the AL N
voting results are announced on the @ @

—
>
=
o
“Market Observation Post System” W) g

after the meetings. 0
a1
o g
28S
o =
0w o
Remuneration . . . . . . 22
. Board of Directors Audit Committee English versions of the financial v 5
Committee statements, annual report for st
mEmssssssmsEssEEnn e - the shareholders' meeting, and g
2 independent directors + 1 4 seats of directors + 3 seats 3 seats of independent direc- ESG report. 2

external expert of independent directors tors
4 meetings in 2024, with a 6 meetings in 2024, 5 meetings in 2024,
100% attendance. with a 959 attendance. with a 9304 attendance.
Diverse communication channels *@’_

and media for information dis- ~
closure are provided to continu- %1:
ously 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-Eval-
uation or Peer Evaluation Measures,"
"Organizational Charter of Audit Com-
mittee," 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 ethi-
cal management.

The Company has established the "Eth-
ical Corporate Management Best Prac-
tice Principles" and the "Codes of Ethical
Conduct" to establish and implement an
ethical management culture. The audit
unit subordinate to the board of direc-
tors annually audits the compliance of
the operations of all operating locations
around the world with the norms cor-
responding to the eight management
cycles as well as local laws and regula-
tions. The audit reports are all presented
at Audit Committee meetings and board
meetings.

_.

Avoidance of Conflicts

of Interest

The Company strictly requires that if di-
rectors, 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 con-
flict of interest with themselves or the
Company, or where undue or improper
advantages may be obtained for them-
selves, their spouses, parents, children,
or other interested parties when con-
ducting company business.

Compliance with
Discipline and Anti-cor-
ruption

The Company undertakes to ensure all
overseas operating locations comply
with local tax laws, labor laws, envi-
ronmental, safety and health laws and
regulations. If there are changes in the
laws and regulations, we will imme-
diately 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 Corpo-
rate Management Best Practice Princi-
ples" and the "Codes 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 cul-
ture, we ensure education, training, and
communication on the "Ethical Corpo-
rate Management Best Practice Princi-
ples" and "Codes 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.
In 2024, a total of 487 individuals
- including the Chairman, General
Manager, supervisors at all levels, and
employees - participated in online
education and training on integrity
and ethical conduct and completed
the related assessments.

+ The Company's supervisors partici-
pate in the "Awareness Course on the
Ethical Corporate Management Best
Practice Principles and the Codes of
Ethical Conduct for Supervisors, and
Handling of Unlawful and Unethical
Behavior Reports" every year. We
make the course information avail-
able on the Company’'s KM Education
and Training section to communicate
integrity and the duty of confidential-
ity to all employees.

< .
;,‘ﬁ‘%f
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( Implementation of Ethical Management in 2024 )

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 2024 implementation status of ethical management was re-
ported to the board of directors on January 15, 2025. 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.

Item

Suppliers’ Com-
mitments

Education and
Training

Regulatory Prop-
agation

Commitments

Periodic Inspec-
tion

Whistleblowing
System and
Whistleblower
Protection

Implementation Description

. The Company's integrity policy is propagated to suppliers.

. The Company adheres to compliance with laws, ethics, environmental, and quality standards, and expects all suppliers to follow the same standards. In
2024, a total of 83 suppliers signed the Supplier Code of Conduct.

. In 2024, 39 new employees received training on the integrity policy.

. In 2024, a total of 487 individuals - including the Chairman, General Manager, supervisors at all levels, and employees - participated in online education
and training on integrity and ethical conduct and completed the related assessments.

. In 2024, the Company invited the Investigation Bureau to conduct training on trade secret protection practices, with 177 participants from the R&D,
sales, procurement, IT, and production departments.

The Company uploaded promotional materials on integrity and ethical conduct to the KM education and training section, continuously reinforcing employ-
ees’ awareness of integrity and confidentiality responsibilities through the platform.

The Company has established a risk evaluation mechanism for ethics, integrity, conflict of interest avoidance, and anti-corruption in the operational activities
of important operating sites. In 2024, all units (including subsidiaries) submitted 95 “Unit Organizational Context and Risk Evaluation Forms” to identify ma-
terial risks and related departments, followed by internal surveys and audits to actively prevent the occurrence of such risks.

There was no corruption or anti-competitive behavior in 2024.

The Company has set up multiple open reporting channels for raising concerns to relevant departments:
Spokesperson: Accept reports made by shareholders, investors, and other stakeholders.

Chief Auditor: Accepts reports from internal employees, customers, suppliers, and contractors. The Company handles reports with strict confidentiality, and
ensures the whistleblower's identity is absolutely protected through independent verification. If the whistleblower is an employee, the Company guarantees
that no adverse action will be taken as a result of the report. To safeguard the rights of the person being reported and to prevent improper retaliation, the
Company also provides an appeal mechanism, and when necessary, convenes a personnel evaluation committee hearing.

Fosie ot 5 5 R o T e
8an Fang Chemical Industry €o., Ltd;ESG Sustainability Report
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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 ad-
here 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 re-
sources, and environmental safety departments to conduct regulatory inventory, regulatory identifi-
cation, and compliance review at least once a year to ensure continuous and effective legal compli-
ance. In 2024, there were 23 amended laws and regulations and 3 newly added laws and regulations
that the Company complied with, for which the relevant units conducted regulatory identification and
operational compliance evaluations.

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, em-
ployees' ethical conduct, ethical management, and insider trading prevention are propagated from
time to time so that employees can understand and comply with related laws.

Total number of violations of the Labor Standards Act found by the Kaohsiung City Labor
Standards Inspection Office in the 2024 labor standards inspection: 0

Total number of incidents where employees were dismissed or received disciplinary ac-
tion for corruption in 2024: 0

Total number of contracts with business partners terminated or not renewed due to cor-
ruption and violations in 2024: 0

Total number of lawsuits and legal actions resulting from the Company's involvement in
anti-competitive behavior in 2024: 0

SRR S3

Records of Environmental Protection and Occupational Safety Penalties in 2024,
see Section 4.1.3 Environmental Fines.

San'Fang Chemical Industhy Co., Ltd. ESG Sustainability Report

2.3.10 Complaint Mechanism and Management

The Company values the Group's overall reputation, and is committed to maintaining the highest eth-
ical standards and professional competence by strictly requiring all employees, agents, and contrac-
tors 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 approach-
es, 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 to report any illegal behavior or violations of
ethical management to the Chief Auditor or spokesperson. The Company treats all reported informa-
tion with strict confidentiality.

C Complaint Process and Record Retention )

1. The complainant must complete the “Employee Complaint Form” with accurate and complete in-
formation. If the form is incomplete or contains incorrect information, the receiving department
or Human Resources Office may return it for correction before acceptance.

2. To maintain caution and objectivity, anonymous or malicious complaints will generally not be ac-
cepted.

3. However, if an anonymous complaint is found to contain specific and clear details that may im-
pact the Company’s operations, it may be escalated for special investigation.

4. Complaints not accepted for investigation will be forwarded to the Human Resources Office for
compilation and reporting, and will be centrally managed as confidential documents.
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The “Employee Complaint Form” may be submitted in writing or via email directly to the depart-
ment's superior or the Human Resources Office head.

Upon receipt, the responsible supervisor or HR head must maintain confidentiality, not disclos-
ing the complainant's identity or complaint details, and promptly assign a designated investiga-
tor. During and after the investigation, investigators are strictly prohibited from disclosing case
details to unrelated parties. Even when discussions with relevant personnel are required, they
must be limited only to the aspects directly related to that individual.

Investigators must promptly interview the complainant to understand the case in detail and, if
necessary, interview the accused party.

If the complaint involves Company rules or regulations, investigators must consult the responsi-
ble department to understand standards and intent as a basis for legality.

If the complaint involves legal matters, investigators must coordinate with the HR head to seek
advice from the Company’s appointed legal counsel to clarify legal issues.

Investigations must begin within two weeks of case acceptance and be completed within thirty
days. A written report must be submitted for approval, after which the findings are recorded in
the “Employee Complaint Handling Form.” The original is filed with HR for confidential storage,
and a copy is provided to the complainant.

All complaint reports must be processed as confidential documents, with all approval authorities
maintaining strict secrecy. If confidentiality requirements are not met or details are improperly
disclosed to unrelated individuals, HR will report the case for disciplinary action to protect com-
plainants’ rights.

After closure, complaint files or handling forms may not be accessed without authorization, nor
may they be scanned, photocopied, duplicated, or shared with other units.

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 2024, with the
risk assessment mechanism, we identified material risks and the departments exposed to the
risks through the 95 “Assessment Forms for the Context and Risks of the Unit Organization” pro-
vided 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.

Total Number of Total Number of

Total Number of

Category Complaints Re- Complaints Han- Complaints Re-
ceived i solved
Anti-corrup- o 0 0
Ir== tion
=Bl Environmen-
0 0 0
tal Issues
A28
W Social Issues 0 0 0

In 2024, according to either the Company’s internal audit results, reports from reporting
channels, or the assessment of violations, there were no incidents of corruption. If there are
any relevant complaints in the future, they will be processed according to the regulations and
reported by the audit unit to the board of directors.

. .
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2.4 Risk Management

2.4.1 Risk Management Policy

The Company has been deeply rooted in the artificial leather
industry for many years, and has established a strong position
in the global market through its exceptional technical expertise
and strong brand partnerships. However, the Company has faced
multiple and complex business challenges in recent years. These
challenges stem not only from price competition, unstable raw
material fluctuations, and increasingly strict environmental regu-
lations, but also from industry trends toward green transforma-
tion, the uncertain global economic environment, the impact of
U.S.-China trade frictions slowing global demand and orders, and
fluctuations in the NT$ exchange rate, all of which have posed
significant pressures on the Company's operations.

In order to effectively manage these internal and external risks
and ensure the Company's long-term competitiveness and sus-
tainable development, the Company has established a compre-
hensive risk management framework. The "Risk Management
Policy and Procedures" serves as the Company’s highest guiding
principle for risk management. It emphasizes systematic risk
identification, rigorous risk assessment, rapid and effective risk
response, continuous risk monitoring, and transparent risk re-
porting mechanisms, embedding risk management into every
aspect of daily operations to achieve the organization’s overall
objectives. Through an integrated approach to risk management,
the Company strives to transform potential risks into controllable
factors, enabling us to seize opportunities amid uncertainties and
continuously strengthen the Company’s adaptability and resil-
ience.

Operations Management Risk

%)

=%

Consider the impact and in-
fluence of changes in factors
such as the domestic and
international economy, tech-
nology, environment, and the
sports goods consumer mar-
ket.

Strategic Investment Risk

2

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

2.4.2 Risk Management Scope

Credit Risk

Internal Control Risk

The risk of losses for the
Company due to negligent
control over internal operat-
ing procedures, improper in-
formation systems, or errors.

Sustainability and Climate Risks

Avoid the risk of losses
caused by climate change
and related regulatory chang-
es in response to the higher
probability and intensity of
extreme weathers.

Legal Management Risk

The Company sets customer
margin trading limits and
methods according to the
credit assessment mecha-
nism, continuously assesses
the status of accounts receiv-
able, and plans countermea-
sures in advance.

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 con-
tract, untruthful authorization,
or an invalid counterparty.
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2.4.3 Risk Management Organization and 2.4.4 Risk Management
Its Responsibilities Mechanism

The structure and responsibilities of the Company's o
main risk management organization are as follows: m
1. Board of Directors/Audit Committee:

To ensure the Company's stable operations, the Compa-
ny's board of directors/Audit Committee is the highest erie 6 Bl are/ uch: Commiiies
decision-making body for risk management. It is re-
sponsible 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.

Ensure the effectiveness of risk management identification and bear the ultimate responsibility

2. ESG Development Committee:

It is responsible for assisting the board of directors in
fulfilling its risk management responsibilities and im-
plementing the board's risk management decisions; re- President/ESG Development Committee Internal Auditing
viewing the issues raised by each unit on the implemen-
tation 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 opera-
tions, and regularly report its risk management status to
the audit unit.

Secondary Manage- Tertiary Management
ment Mechanism Mechanism
All Department Heads Internal Auditing

Primary Management
Mechanism
Organizer
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Assess various risks and Objectively confirm and rec-
make corresponding man- ommend all matters related
agement decisions to the achievement of goals

Initial operational risk
discovery, assessment, and

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

The Company has risk management policies and procedures in place, approved by the 17th Board of Directors at its 11th meeting on
January 13, 2023. Please see the Company's website for details.
https://reurl.cc/8gnKOM
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2.4.5 Risk Identification Process

(I) Risk Identification

San Fang conducts regular risk
identification, analysis, response,
and monitoring. In addition to
identifying emerging and key

- Identified risks are analyzed, with appropriate measure-

risks annually based on the in-
dustrial environment and chang-
es in the international situation,
rolling reviews are carried out in
accordance with the risk identifi-
cation process to ensure the ef-
fectiveness of risk management
procedures and related control
measures, with continuous im-
provements made.

+ The risk management unit shall regularly review and
identify potential risk sources, considering both external
and internal environmental factors. Comprehensive iden-
tification of potential risks that may prevent the Com-
pany from achieving its objectives or cause losses and
negative impacts enables effective follow-up analysis and
management.

ment methods developed according to risk type as the
basis for risk management.

Risk measurement involves using relevant information
to assess the likelihood of occurrence and the potential
impact on the Company.

The results of risk analysis are categorized into risk lev-
els, facilitating prioritization and the development of risk
response strategies.

(III) Risk Response

- After analyzing and consolidating risks, the risk
management unit formulates management
plans for risk events. Taking into account inter-
nal and external environments and Company
resources, it selects appropriate response
measures to reduce risks to an acceptable lev-
el.

(IV) Risk Monitoring

When monitoring risks, the risk management
unit must regularly and promptly propose re-
sponse strategies and provide risk information
to all levels of management. The audit unit
compiles the final results.

(V) Risk Reporting

The audit unit shall assess and monitor the
overall quality of risk management, compile the
results for the ESG Development Committee,
and regularly report to the Audit Committee
and the Board of Directors. In the event of ma-
jor or sudden risks, the audit unit must imme-
diately notify the Audit Committee members.

r o g e n i
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2.4.6 2024 Risk Management Op-
eration Status

To ensure stable operations, the Board of Directors
and the Audit Committee, as the highest decision-mak-
ing bodies for risk management, established an ESG
Development Committee to assist in executing risk
management and to take charge of cross-depart-
mental communication and coordination. In 2024, 34
first-level supervisors of San Fang participated in a
sustainability risk identification survey. Major risk items
were analyzed and corresponding countermeasures
were developed to ensure the effective functioning of
the risk management mechanism. The status of risk
management operations is reported to the Board of
Directors once a year, with the 2024 implementation
report scheduled for January 15, 2025.

In 2024, a total of 21 risk topics were analyzed and
ranked according to “Probability of Occurrence” and
“Impact,” with the level of control over each risk and
opportunity represented by the size of the “Control”
bubble. Going forward, each risk issue will be evalu-
ated for potential impact along with corresponding
response plans and strategies, thereby strengthening
overall risk management.

The top five risks identified are: 1. Insufficient technol-
ogy and product development; 2. Raw material price
fluctuations; 3. Decline in customer demand; 4. Tech-
nological gaps; 5. Challenges in recruitment and talent
retention. San Fang will focus on addressing these
major risks and developing corresponding risk man-
agement strategies.

Insufficient Product Safety Management D
°
Liquidity Risk )

Fire safety defi-
-t
Chemical Substance Leakage |

P The impact boundary covers all operating sites.
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Category Risk Item
Market Risk
Corpo-
rate Gov-
ernance
Product Quali-
ty Risk

Financial Risk

Risk Topic

Insufficient Technol-
ogy and Product De-
velopment Capacity

Declining Customer
Demand / Poor Mar-
keting Effectiveness

Product quality does
not meet customer
standards

Exchange rate and
interest rate fluctua-
tions

- .

Risk Description

Lagging R&D technology may
reduce product competitiveness,
prevent quick responses to market
demands, and affect product intro-
duction schedules and customer
satisfaction.

Changes in market trends, reduced
customer demand, or ineffective
marketing strategies may lead to
declining sales performance and
reduced market penetration.

Failure to meet customer require-
ments may lead to returns, claims,
reduced customer trust, reputation-
al damage, and regulatory risks.

International trade involves currency
exchange rates, which affect foreign
income and procurement costs;
interest rate fluctuations impact
corporate financing costs.

o L_{d._.ES'.G Sustainability Report

Potential Financial Risks

Increased R&D costs, declining reve-
nue and market share, and diminished
brand competitiveness.

Decreased revenue, rising marketing
and distribution expansion expenses.

Increased return and compensation
costs, order losses, additional quality
testing and related costs, and brand
reputation damage.

Interest rate changes affect borrow-
ing costs and fixed deposit returns;
exchange rate changes affect foreign
currency income.
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Countermeasures

Participate in customers' early product development plans.

Establish partnerships with relevant technical schools to cultivate development talent.
Collaborate with relevant technical units to establish early-stage technologies.

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

Identify the reasons for declining customer demand and develop strategies based on wheth-
er the cause is customer-related or market-related

If from customers, expand the customer base to offset declining demand.

If from market factors, re-examine the market and develop corresponding materials.

Review marketing performance quarterly to identify causes of poor effectiveness

If due to material issues, work with the R&D department to optimize and improve.

If due to incorrect marketing content, coordinate with the operations department to
strengthen or adjust marketing strategies.

Participate in product exhibitions or product briefings to increase exposure and expand
customer base.

Refer to Lineapelle trend information to incorporate market demands, review current product
lines, eliminate unmarketable products, and introduce appropriate products.

Provide value-added services to deepen collaboration with brand customers.

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)."

Materials must undergo physical property testing according to the standards required by
customers.

Import machine data management for real-time quality monitoring and data analysis.
Standardize incoming material inspections (IQC) to avoid raw material quality differences.
Establish standardized operations for all stages of projects to avoid quality differences.
Continue to implement equipment automation to reduce differences between personnel
techniques.

Before materials go on the market, they must undergo "suitability" (suitability for the custom-
er's production process) testing.

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 sensi-
tivities in a decentralized manner to mitigate the impact of large interest rate fluctuations.
Hedge against exchange rate risk using financial instruments, making timely adjustments
based on rate changes.

Analyze deposit interest rate fluctuations quarterly, allocate idle funds to time deposits,
bonds, and other products, and adjust investment ratios according to interest rate move-
ments to reduce risks.
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efficiency improvements.

competitiveness.

Countermeasures

Conduct a "supplier audit" every year, and handle any abnormality immediately and issue a "Corrective Action Sheet."
Arrange backup suppliers for bulk raw materials to avoid supply disruptions.

Maintain more than two suppliers for bulk raw materials.

Regularly review the adjustment of raw material inventory and demand on a monthly basis based on the actual and
estimated orders to prevent any shortage and excess of materials.

Find suitable suppliers to provide test materials for development.

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 contin-

Compile monthly statistics on bulk raw material consumption and unit purchase prices; adjust procurement based on
international crude oil trends and supply-demand conditions.

Closely monitor bulk commodity price fluctuations, supply-demand dynamics, and price trends; procure strategically
using volume-based pricing.

Take advantage of China's surplus plastic raw material capacity and lower prices by shifting sourcing from Europe and
the U.S. to China to reduce costs.

. The parent company has completed annual Scope 1 and Scope 2 greenhouse gas inventories, verified by a third party.

In 2024, overseas subsidiaries completed self-inventories of Scope 1 and Scope 2 and are planning Scope 3 inventories
for the parent and subsidiaries.

The ESG Development Committee holds quarterly meetings to review carbon reduction progress, implementation sta-
tus, and reports to the Board of Directors.

Continue reducing carbon emissions through management activities.

Participate in campus recruitment, industry-academia collaborations, and job fairs to boost exposure; host corporate
briefings with nearby schools.

Establish a fair and reasonable remuneration system, adjusting annually based on inflation and market benchmarks;
average salary adjustment in 2024 was approximately 3.8%-4.5%.

Implement flexible working hours in R&D, administrative, and sales units to balance efficiency and work-life balance. In
May 2024, launched an employee shareholding trust, with ~80% participation by December 2024.

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

Bridge the skill gaps of existing employees through systematic education and training. Align corporate systems with
core competencies (integrity, teamwork, problem-solving) and management competencies (continuous learning, re-
sults-orientation, communication); use these in training and competency-based recruitment.

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.

Implement job authorization and substitute management to cultivate interdisciplinary talent. Foster cross-disciplinary
talent via job rotation, functional mentor guidance, and in-house lecturer programs.

® |
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In recent years, global attention to climate change has increased.
San Fang has proactively addressed climate threats by adopting
the Task Force on Climate-related Financial Disclosures (TCFD)
framework since 2022. This strengthens mitigation and adaptation
efforts, demonstrates climate responsibility, and guides the de-
velopment of multiple carbon reduction strategies and targets to
control risks and enhance opportunities.

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

+ The management team formulates and oversees the Compa-
ny's climate vision and countermeasures.

Implement strategies, carry out mitigation and adaptation ac-
tions, provide low-carbon artificial leather manufacturing tech-
nology, and enhance green competitiveness across the value
chain.

Assess the severity of climate change, international trends,
and brand clients' carbon reduction targets to establish perfor-
mance indicators and quantitative goals, while regularly review-
ing progress and tracking results.

The Company upholds the belief in co-prosperity between cor-
porate growth and the climate environment. By practicing green
manufacturing, introducing green innovation, strengthening green
management, and consistently implementing climate change and
energy management, energy conservation and carbon reduction
are embedded into daily operations to promote global sustainable
development.

-

37

2.4.7 Climate Risk and Opportunity Management Process

To address the high uncertainty of climate change and capture both positive and negative impacts that support future climate de-
cisions and goals, the Company conducts preliminary assessments of climate-related risks and opportunities. In collaboration with
business departments and external consultants, the Company screens industry risks and opportunities based on regulations, market
trends, and the frequency of climate disasters. Climate risks and opportunities are identified, evaluated, and ranked, with scenario anal-
yses conducted to quantify financial impacts. Strategies and goals are then formulated based on the understanding of these impacts,
followed by regular monitoring and optimization.

__________________________________________ -
1
I—l Collection of Background Information 1
@ eeecsscsscscccccsee 1
Q Refer to international research reports, regulations, and industry :
&\ trends in the fields of climate and energy to collect and compile risk 1
and opportunity issues. "
___________________________________________ -
L Risk and Opportunity Assessment :
2 se0cccc00csccccc e 1
o ® Each department discusses the probability of occurrence of positive !
. . . . . 1
L and negative impacts as well as the level of financial impacts of the
° : . s T : !
° issues, and identifies and ranks the material climate risks and opportu- 1
o W L ___ nities together with external consuftants. !
™ -
° 1
®e Set Strategies and Targets :
®e eeeecsccsssccccsses 1
Formulate mitigation and adaptation strategies for relevant depart- :
ments based on material climate risk and opportunities, and set short-, 1
medium- and long-term metrics and targets. ;
___________________________________________ -
/}x Supervision and optimization :
eeeccccccccccccee 1
i\/} Regularly hold review meetings with the ESG Committee to review the :
2 / implementation results of climate strategies and ensure continuous 1
optimization and adjustment. ;
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2.4.8 TCFD management framework

Framework Practices

The ESG Development Committee managed by the President is responsible for Task Force on Climate-related Financial Disclosures 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. As the highest governing body, the Board of Directors is responsible for supervising the Company's ESG

Gover-
nance

Strategy

achievements.

Operational
Governance

( Appendix )

Through collaborative discussions between departments and careful evaluations of how major GHG Inventor
climate risks and opportunities could impact the Company's operations and finances, we devise Yy

response strategies, including:

Energy conservation and carbon reduction: Energy-saving and waste-reduction
targets have been established and put into action across group-wide operational

sites. This results in lower energy consumption and a diminished environmental
footprint from waste.

Clean energy: Use clean energy such as biomass energy and green electricity to
achieve the goal of green manufacturing.

Since 2014, the Company has obtained ISO 14064-1: Greenhouse Gas Inventory Verifica-
tion Statement. Each year, by the end of June, the Kaohsiung plant of the parent company
completes its greenhouse gas inventory, with verification conducted by a third party (a
verification body has been commissioned to verify Scope 1 and Scope 2 greenhouse gas
emissions). The 2024 verification is expected to be completed in June 2025, with SGS com-
missioned to carry out the verification.

In-factory Energy Saving and Carbon Reduction Projects

Green design: Take environmental friendliness into consideration during product —
design, and reduce its environmental impact from a life cycle perspective.

Mid- Value chain carbon reduction: Integrate suppliers, partners, and brands, gradually
term expand San Fang's carbon reduction measures and influence the value chain, so

that the supply chain and customers all have carbon reduction awareness and set
carbon reduction targets.

Long- Energy transition: Reaching long-term net zero goals through the energy transi-
term tion.

Oxygen detector improvements to save fuel consumption.
Replacement of infrared heaters to save electricity.

Improvement of cooling water temperature control fan operation.
Replacement of high-performance air compressors.
High-efficiency motor replacement project.

Reduction of biomass boiler operating temperature.

ey Gu = W [N =

Internal carbon pricing Renewable Energy

In response to the Climate Change Response Act passed in 2023, every metric ton of carbon
emission will be levied a carbon fee in the future. Therefore, the company's internal carbon
pricing will use shadow prices. The current carbon price of 1 metric ton is NT$300, which
will be applied to Scope 1 and 2. Assessment of reduction actions. In the future, important
investments such as capital investment in new projects and product operations will consid-
er the financial impact of carbon costs. In the future, we will continue to conduct internal
and external carbon price and cost analysis. Rolling adjustment of internal carbon price. We
aim to boost the Company's efforts in reducing carbon emissions, steer decision-making to-
wards actions that benefit operations and the environment the most, and meet stakeholder
expectations.

1. Since January 1, 2021, the "Energy-heavy Industries" clause has been officially imple-
mented to stipulate that users with a contracted capacity of 5,000 kW or above must
have an installed renewable energy capacity of 10% of the contracted capacity within
five years. We are actively cooperating. The Kaohsiung Factory completed the instal-
lation of solar power in 2024, achieving a solar capacity of 1,233 kWp and generating
1,567,846 kWh of electricity.

2. In 2024, the Baoliang Factory in Mainland China completed the installation of a solar
power system with a capacity of 2,707 kWp, generating 2,903,064 kWh of electricity
annually.

3. In 2024, the Vietnam Factory completed the purchase of 4,740,974 kWh of green elec-
tricity.

4. In 2024, the Indonesia Factory achieved its RE100 goal of using 100% renewable energy.

TR T e 3 .
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Practices

Inventorying climate issues

The Company's current risk and opportunity management policy is that the ESG Development Committee conducts the initial identification of risks and opportunities. In the future, climate risk and
opportunity identification meetings will be held across all departments to re-examine the impact and influence of physical risks, transition risks, and opportunities on each department of San Fang.
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.

Climate risk scenario analysis and financial quantification

In addition to considering the impact period, future probability, risk severity, potential vulnerability, and exposure by 2030 and by 2050 when assessing climate change risks and opportunities, we
also analyze the scope of future financial impacts based on international and domestic scenario analyses. Subsequently, we discuss and formulate corresponding climate strategies based on various
factors to help the Company maintain stable and sustainable operations and create more revenues.

This year, we will conduct further scenario analysis on three issues: flooding risks as a physical risk, financial impacts from high temperatures, and carbon fees. We will refer to the domestic carbon
fee system, and reports, figures, and data published by NCDR and NGFS to assess the financial impacts in the short, medium, and long term.

1. In December 2023, San Fang Group signed a commitment with SBTi to plan a sci-

ence-based carbon reduction pathway through SBTi. We expect to inventory Scope 1, 2025 Environmental Goals

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, demon- In the next few years, we will achieve the following five goals through the improve-
strating the Company's determination to achieve the goal of net-zero emissions. ment of products and processes

2. 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.

4. Water saving target: Reduce water consumption by 5% by 2025, with 2018 as the base

year Ky,
5. Waste reduction target: Reduce waste by 2% by 2025, with 2018 as the base year. %é
6. 2026: Implement the second phase of energy saving and carbon reduction planning

based on the targets submitted to the SBTi.

7. Target for recycled material use: 100% recycled bottom fabric.
-5% -2% -18%

Water Waste Re- Carbon
Saving duction Reduction

.
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2.4.9 Climate Change Risks and Financial Impacts

Risk category

Transition risk

Evaluation item

Carbon fee levy

Energy saving of 1% is
mandated by regula-
tions

Regulations mandate

installment of renew-

able energy genera-
tion capacity.

Power outage

Risk description and potential impact

The Climate Change Response Act is
set to enforce carbon fees on major
carbon emitters producing 25,000
tons of carbon emissions, causing a
rise in production expenses and sub-
stantial financial repercussions.

The energy user failed to reach the
1% electricity conservation target, as
mandated by the Guidance for Energy
Users on Setting Energy Conservation
Objectives and Developing Action
Blueprints, in the previous year. For
this reason, it is imperative to set up
additional energy-saving equipment
to prevent legal consequences.

Under the "Renewable Energy De-
velopment Act", those who consume
more than 5,000kW must, within five
years, either set up renewable energy
equipment or energy storage equip-
ment with a rated capacity equivalent
to at least 10% of the contract capaci-
ty, or acquire renewable energy certifi-
cates; otherwise, they will be subject
to a penalty.

Accidents at Taiwan Power Company
(power shortage, power rationing,
voltage drop, power outage) caused
production line suspension and in-
crease operating costs.

Categories

Policy and Law

Policy and Law

Policy and Law

Market

Impact
period

Short-
term

Short-
term

Short-
term

Short-
term

Operational
Governance

Level

Medium risk

Low risk

Medium risk

Significant
risk

( Appendix )

Responsive management practices

. The Company is committed to actively promoting energy

conservation and reducing carbon footprint. Besides the
yearly power-saving strategy implemented at the factory,
we are actively installing renewable energy generation
facilities to decrease our use of purchased electricity.

. We will reduce carbon emissions in coordination with the

carbon fee system, and reference the Ministry of Environ-
ment's voluntary reduction plan to prevent the impact of
carbon fees from expanding in the future.

. Upgrade the energy efficiency of electrical equipment and

replace power-consuming public system equipment with
newer, more energy-efficient models.

. The average annual power saving rate is 1.11%.

. The Company actively cooperates with policies, and the

Kaohsiung factory has completed the installation of solar
panels with an installed capacity of 1,233 kW as of 2024.

. The Baoliang factory in China has completed the installa-

tion of solar panels with an installed capacity of 2,707 kWp
as of 2024, and generated 2,903,064 kWh of electricity.

. The Vietnam factory has completed the purchase of

4,740,974 kWp of green electricity as of 2024.

. The Indonesian factory has achieved the RE100 goal of

using only renewable energy in 2024.

. Install power generation equipment for emergency re-

sponse during power outages.

. Improve power-saving measures, replace high-energy-con-

suming equipment, and reduce electricity consumption.

. Install green electricity to reduce electricity costs.
. Collect electricity and adjusts contract capacity to reduce

cost.

- g
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Risk category Evaluation item

Natural gas shortage

Biofuel shortage

Transition risk

Water consumption
levy

Industrial transforma-
tion (towards green
products and green

processes)

.»

Risk description and potential impact

The steam boiler cannot operate and
causes production suspension.

Insufficient fuel for steam boilers,
resulting in production suspension

The Measures for Water Consumption
Levy Collection state that a water con-
sumption levy will be applied to large
water users consuming over 9,000 cu-
bic meters of water in a single month
during dry periods, inevitably raising
production expenses.

To adapt to international trends and
supply chain requirements, the devel-
opment of green products is essen-
tial. Still, in addition to the pricey raw
materials, the challenging technical
demands for transitioning to green
processes require capital investment
and result in increased production ex-
penses.

- . e L
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Categories

Market

Market

Policy and Law

Market

Impact
period

Short-
term

Short-
term

Short-
term

Mid-term

Operational

Level

Significant risk

Significant risk

Moderate
impact

Medium risk

( Appendix )

Responsive management practices

. Regularly check pipelines and record daily gas consump-

tion.

. Control usage and record oxygen content to improve gas

combustion efficiency.

. Connect the north-south ring natural gas pipeline for sup-

ply.

. Monitor boiler fuel usage and control oil temperature to

reduce fuel usage.

. Add heat recovery oxygen detector to improve combus-

tion efficiency.

. Find alternative raw material suppliers.

. Monitor and record water consumption to improve water

recycling rate.

. Improve and replace water-consuming equipment, repair

leaks in equipment and pipelines, and add water-saving
controls.

. Compile statistics on water consumption during the dry

season each year, requisitioned 16,353 cubic meters of
water during the dry season in 2024, and the water sav-
ing rate is 5% in 2025.

. Develop green technologies and improve the perfor-

mance of green products.

. Make efforts to drive up the sales of green products, with

the target of reaching over 50% by 2025.
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Risk category

Physical risk

Opportunities

Evaluation item

Water shortage

Extreme rainfall

Extreme heat

Renewable
energy

Recycled mate-
rials

Risk description and potential impact

Abnormal climate conditions causing water
shortages and droughts can disable the
factory production line's boilers and equip-
ment, leading to lower output, higher costs,
and reduced turnover.

Due to abnormal weather conditions,
typhoons and heavy rains have increased
extreme rainfall, which has led to factory
flooding and other shutdowns. Operations
have been interrupted, resulting in loss of
revenue. In addition, flooding has caused
damage to factory equipment and in-
creased costs.

Abnormal climate patterns causing extreme
heat could drive up air conditioner prices

in factories, resulting in higher energy bills
and increasing the risk of heat-related
injuries to employees, ultimately impacting
production.

Continue to invest in the development of
renewable energy reduces the risk of power
outage, and green electricity improves cor-
porate image and increases revenue.

Low-carbon products are produced using
recycled materials, reducing waste gas pro-
cessing cost and hoping to increase reve-
nue from recycled materials in the future.

Categories

Acute

Acute

Acute

Resilience

Products and
services

Impact
period

Short-
term

Long-
term

Mid-
term

Mid-
term

Mid-
term

Level

High risk

Significant risk

Significant risk

Moderate op-
portunities

Moderate op-
portunities

Operational
Governance
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Responsive management practices

. Cooling water: The air conditioning cooling water tower is equipped

with tablets to reduce the amount of waste water discharged from
cleaning, and a controller is installed to reduce the amount of water
vapor evaporation

. Boiler water: Approximately 60% can be recovered by recovering

and reusing the condensed water of boiler steam.

. Domestic Water Use: Use the water discharged from the RO ma-

chine as washing and cleaning water in the kitchen,

. Sanitary facilities and faucets bearing a water-saving label were

purchased.

. Other Water Use: Use the water discharged from drinking fountains

for plant watering.

. Factor in climate risks when choosing factory locations and con-

structing new factories to mitigate the impact of climate disasters on
production.

. The construction of new factory buildings in Indonesia in 2024 in-

cluded designs for flood prevention, drainage, ventilation, and cool-
ing that were tailored to local climate features and climate change
concerns.

. The factory is equipped with diesel power generation supply units to

cope with temporary power outages.

. Installation of solar panels can reduce temperatures.
. Putin place measures for improving the comfort of the workplace,

e.qg., installing powerful ventilation fans.

San Fang actively increases the percentage of recycled nurdles, waste
leather materials, and recycled packaging materials reused, in order
to reduce carbon emissions, reduce the amount of waste buried, and
reduce related waste disposal costs.

Electricity is the main energy used. The popularization of renewable
energy and solar power supply can help reduce carbon emissions, and
has the chance to reduce the cost of long-term energy consumption.
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2.4.10 Physical risk scenario - flooding

Due to the impact of climate change in recent years, there are threats such as flooding caused by typhoons and other extreme rainfall. Therefore, San Fang referred to the flooding map released by the National
Science and Technology Center for Disaster Reduction (NCDR) for its operations in Taiwan, conducted simulations for various regions, and selected two scenarios, RCP 4.5 and RCP 8.5, to evaluate the impact of
different scenarios.

Hazard and vulnerability Process of risk assessment Impact assessment
RCP 4.5

Radiative forcing per square
meter will increase by 4.5W by
2100. Representing countries
around the world trying every
possible way to achieve GHG
reduction targets

Radiative forcing per square
meter will increase by 8.5W

by 2100. Represents that
countries around the world do
not take any action to reduce

1. Uses NCDR to assess the flood-
ing risk in Taiwan.

2. Determines hazard and vulner-
ability through flooding maps of
the two scenarios.

3. Analyzes the climate risk level
based on the score of hazard x
vulnerability.

4. After determining the risk level,
response measures are formu-
lated for flooding in the future.

The Company's factory in Renwu
District, Kaohsiung City has

high flooding risk in the long-
term regardless of RCP4.5 or
8.5. A detailed analysis showed
that the hazard level of the area
is Level 4 and the vulnerability
level is Level 3, and the final
combined risk level is Level 4,
which is moderate-high risk.

1. Inthe long term (2050), the Kaohsiung factory has high flooding risk regardless
of RCP4.5 or 8.5. A detailed analysis showed that the hazard level of the area is
Level 4 and the vulnerability level is Level 3, and the final combined risk level is
Level 4.

2. Flooding may block factory and office personnel, leading to delays in produc-
tion and operations, and further cause property losses. In addition, flooding
may also affect insurance and other flood recovery costs. Therefore, it is im-
portant to verify flooding risks whenever appropriate.

emissions
The first line of defense was completed in 2021 by setting up flood gates at the entrance of each building, and installing flood gates when the Central Weather Administra-
Response tion issues a typhoon warning or torrential rain warning. The second line of defense was completed in 2022 by expanding the cross-sectional area of the factory's spillway,
strategies increasing drainage capacity, and setting up a main and backup pumping station. This improves San Fang's resilience to operational disruptions, reduces the risks caused

by natural disasters and flooding, and establishes monitoring measures and risk response measures to ensure business continuity.
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( Physical risk scenario - Extremely high temperatures causes energy costs to increase )

Energy costs have increased due to rising global temperatures driven by climate change in recent years. Consequently, by referencing the Network for Greening the Financial System (NGFS), San Fang simulated
diverse global average temperature rise for its operations in Taiwan under two scenarios, namely, RCP4.5 and RCP 8.5. By examining the electricity use, electricity rate, and air conditioning use, we projected the
time and amount of impact from global temperature rise to air conditioning use.

Trend of rising temperature Process of risk assessment Financial impact
RCP 4.5

Radiative forcing per square
meter will increase by 4.5W by
2100. Representing countries
around the world trying every
possible way to achieve GHG
reduction targets

Predicted future temperature
rise in Taiwan

1.5°C rise by 2050

2.0°Crise by 2100

1. Leverage NGFS to measure tem-
perature increase in Taiwan.

2. Evaluate how frequently tem-
perature hikes at the Kaohsiung
plant location.

3. Calculate the projected electric-
ity consumption and electricity
bills for the Kaohsiung plant.

4. Estimate the increase in air-con-
ditioning energy consumption as

1. Temperature rises moderately in scenario RCP4.5 and the additional air con-
ditioning expenses in 2050 is approximately NT$2.38 million. As temperature
continues to rise, electricity expenses will continue to increase due to rising
energy prices, despite continued efforts to save electricity.

2. RCP8.5is a high-carbon emission scenario, and significant temperature rise
causes many expenses to increase, peaking in 2100 and resulting in an addi-
tional air conditioning cost of nearly NT$9.36 million.

Predicted future temperature X ) 10.00 Unit: NT$ million
rise in Taiwan a result of increase in tempera-
Radiative forcing per square 1.8°C rise by 2050 ture, and air-conditioning elec-
meter will increase by 8.5W 3.6°Crise by 2100 tricity consumption as a percent- 8.00
by 2100. Represents that age of total power consumption.
countries around the world do 5. Complete analysis of future 6.00
not take any action to reduce trend of air-conditioning-induced
emissions increase in electricity bills. 4.00
2.00
2025 2035 2045 2055 2065 2075 2085 2095
=——=RCP 45 ==—=RCP 8.5
In this scenario, the temperature rise and domestic energy policy are taken into account, while the analysis of air conditioning energy consumption is based solely on cur-
Response rent data, without any consideration for future revolutionary technologies, which may cause air conditioning electricity consumption to rapidly decrease. The temperature
strategies rise caused by climate change may lead to an increase in air-conditioning electricity consumption, which will increase annual costs. Therefore, in addition to annual elec-

tricity-saving measures, we will pay attention to air-conditioning energy-saving related technologies and energy cost trends, in order to reduce physical risks in the future.

T ‘. > o

San Fang Chemical lndust;y-ﬁo., LtdESG S..u%t_:a:in
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( Transition risk scenario - GHG emissions fee (carbon fee) )

Countries have begun to levy carbon fees on high-carbon emission companies due to the impact of climate change in recent years, forcing them to reduce emissions. Taiwan passed the "Climate Change Re-
sponse Act" and "Regulations for Charging of Carbon Fees," showing that the difference between carbon emissions and emission costs will impact the Company's financial position. This year, San Fang used the
[EA's two scenarios of STEPS and NZE, and the existing target scenario as assumptions, and also referred to the carbon fee collection regulations of the Ministry of Environment of Taiwan to estimate the finan-
cial impact of carbon prices in the short, medium and long term in different scenarios in the future.

5 5 5 N - Carbon price o 5
Situation Description Parameter Description (Unit: NT$ millions) Emission trends by scenario
Carbon reduc-
tion path

2030: 1.17%
2050:12.72%

Carbon fee in 2030: 7.23
Carbon fee in 2050: 33.85

Under the current policy,
global average tempera-

Stated Policy Sce- ture will rise by 2.6°C.

narios (STEPS) Unit: metric tons CO2e
60,000
50,000
Global progress towards Carbon reduc- Carbon fee in 2030: 41.08 40,000
the 1.5°C target and the tion path Carbon fee in 2050: 0 30.000 .
Net Zero Emissions current status of energy 2030: 37.64% ! vees S seenano
: and sustainable develop- 2050: 100% PP ARARRARAAA AR LT RY TR
(NZE) scenario e P 0 20,000 NZE Scenario >~ Existing target
’ 10000 scenarios
0

Carbon fee in 2030: 28.15 2018 2024 2029 2034 2039 2044 2049

Carbon fee in 2050: 0

The targets set by San
Fang and the net zero

tion path

Current target targets updated and an- 2025:18% == o Existing target scenarios eeee STEPS Scenario === NZE Scenario
scenario nounced by the govern- 2030: 28%
ment. 2050: 100%
We will pay attention to domestic and overseas carbon fee or carbon tax policies, and try to apply for preferential rates in accordance with the policies to reduce the im-
\ pact of carbon fees. In addition, San Fang's GHG emissions will continue to decline, and has dropped by more than 50% in 2024 compared to the baseline year. We will
;?Z?:;Zes continue to implement carbon reduction strategies, including how to reduce energy consumption and improve recycling rates in processes, and actively develop low-en-

ergy products and clean fuels. We will continue to reduce emissions within the organization. In the future, we will focus on carbon fee policies and carbon reduction strat-
egies to reduce the impact of carbon fees on San Fang.

R AN VS e SRR
QS . San'Fang Chemical Industhy Co., Ltd. ESG Sustainability Report
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2.5 Cyber Security Maintenance

2.5.1 Cyber Security Policies and Objectives

( Cyber Security Policy )

&

To ensure the secure management of all internal information and communication equipment, and
to prevent risks such as service interruption or damage caused by improper internal operations or
external cybersecurity threats, as well as data leakage, destruction, or damage that may affect the
Company's normal operations. This policy states the Company’s information and communication se-
curity management principles, enforces information security management standards, safeguards the
interests of both customers and the Company, and enhances operational efficiency.

Improve-
ment and
Tracking

Risk As-
sessment

( The information security policy has the following objectives )

(e}

P—

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 secu-
rity measures, and maintain a secure information environment.

+ Maintain the confidentiality, integrity, and availability of the organization's commercial assets.
Implemen-
tation

2.5.2 Cyber Security Management Plans

( Concrete management plans )

- External information security teams: Introduce a professional information security team for collab-
orative protection

- Internal proactive protection and detection: The Information Office conducts internal audits to ° o
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 inter-
nal information security awareness.

San Fang-Chemical Industry Co., Ltd:ESG S'_u..ﬁga'_iri’alj'i_l.fti( R_:apor'i
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1 « Enhance Internal Infor-

mation Security Awareness

1-1
Strengthen personnel infor-

mation security education and
training.

Increase the frequency of so-
cial engineering drills.

Establish a systematic drill
mechanism to improve training
effectiveness.

~

2.5.3 Implementation in 2024

0e®0 000000000,

000000000,

@eeo0ccccce®

2 « Al Smart Applications

Introduce machine learning
and generative Al tools.

2-2
Implement smart threat detec-

tion to enhance identification
capabilities.

Apply tools such as Copilot and
RPA to reduce document waste

and improve work efficiency.

‘e . - s

-In:jus;t'r_.y"_Co.,_‘L_t,;;l._'ES'.G 'Systainabil.ity Report

San'Fang Chernical

3 » Information Security

Monitoring Services

Establish an information se-
curity monitoring platform to
proactively block threats and
reduce the risk of cybersecurity
losses.

Build a joint defense system to
enhance internal protection.

Implement vulnerability patch-
ing and system version up-
dates to reduce exposure risks.

Operational
Governance

e®0 000000000,

e0cccccoo,
eo000000coe®

4. Strengthen Access Con-

trol

Inventory privileged accounts,
enhance password manage-
ment, and reduce the risk of
leakage.

Restrict access methods for
critical equipment to lower
threat risks.

Adopt multi-factor authenti-
cation mechanisms to ensure
data and system security.

( Appendix )

5 «Equipment Maintenance
and Operation Safety

Conduct information security
risk assessments and propose
specific improvement actions.

Execute software version up-
dates, equipment replacement
and upgrades, and endpoint
protection.

Implement network access
control and monitoring to pre-
vent misuse.
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3.1 Innovation and R&D

Significance of Product Technology Innovation and R&D to San Fang

For brands and different application markets, optimize the R&D team and production capabilities,
transforming core technologies into scalable mass production and deriving application technologies
to expand into various market fields.

e m e e N -~ - - - - - - mmm e e
Impacts

Focus on the steady development of the two core businesses - foot-
wear materials and film manufacturing - pursuing quality operation-
al growth to achieve annual business objectives.

2. Create new markets and business investment

opportunities 2. Long product development cycles may
3. Increase product added value and cause missed market opportunities

profitability 3. High innovation risk may result in tech-
4. Strengthen brand image and nological failure

customer loyalty 4. Patent infringements and intellectual
5. Reduce production costs and property disputes

improve operational efficiency 5. Increased employee pressure may affect
6. Comply with environmental pro- corporate culture

Positive impacts:
. Enhance market competitiveness

tection and regulatory standards,

Negative impact:
1.

6.

High R&D costs and uncertain return on

Intensified market competition and

Invest in R&D to strengthen core
competitiveness

Apply for patents to secure tech-
nological protection

Use digital technologies to im-
prove market responsiveness

Develop green technologies to
achieve sustainable development
Collaborate with industry partners to
share innovation resources

Cultivate talent to maintain continu-
ous innovation momentum

enhancing corporate sustainability potential price wars
7. Attract investment and top talent 7. Risk of technology being copied or
quickly imitated by competitors

Policy impact: Corporate Commitments

1. R&D subsidies and incentive mea- 1. Long-term investment in R&D
sures 2. Commitment to sustainability and en-

. Intellectual property protection vironmental protection .
3. Science and industry development 3. Information security and digital privacy
policies 4. Fair competition and social responsibil-
4. Environmental protection and sus- ity

tainability regulations 5. Talent cultivation and education
5. Technology cooperation and talent
introduction policies

N

Evaluate the effectiveness of technological innovation and R&D by compre-
hensively considering financial indicators, market impact, technological per-
formance, organizational innovation capability, and sustainable development
goals. Companies in different industries may select the most appropriate
indicators to measure the success of innovation.
Short-term focus: R&D costs, product launch speed, number of patents
Mid-term measurement: Market share, contribution of new product reve-
nue
Long-term goals: Brand innovation, talent cultivation, ESG influence

IG)

Tel: +886 (7)3712111 Ext.31230

jui@sanfang.com.tw | www.sanfang.com

;
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Sustainable Innovation - Carbon Reduc- Sustainable Innovation
tion Man-made Footwear Upper - Waterproof Breathable Film

Water re- .
ISustalnablllty I Low-carbon I Solvent-free duction I Recycling

Conddcting LCA calculations
with brands

Carbon reduction and water
reduction
Solvent-free

100% RPET
Recycled fiber nonwoven fabric

Recycling solution from PET bottles Collaborating with brands to develop
to fibers innovative manufacturing processes and
technologies

Significantly reducing carbon emissions,

water usage, and solvent consumption
Lowering environmental impact
1. Carbon reduction technology

2. Recyclable or rE'cycIed material

[ e ©  tecfihologies .
A 3. High performance and high
#  functionality thin films

. . ' Eco-friendly solvent-free, low- i
carbon manufacturing processes ‘4 .,
. . . n . . __________. __________ .__'\\l,:
Further improves physical proper: Circular Economy ;} rd

HESEEEE Y U e s Y (Gradedorabove) . . . S B8 020 -0 ,?{ &
Innovative product manufacturing pro- Product is fully recyclable 100% full recyclability when

cesses that surpass the physical prop- "Shoe-to-shoe" sustainable future combined with polyester fabric
erties of traditional synthetic leather . TTmmmmmmm s s s mnmmnnm

San Fang Chemical IndustryCo., Ltd..ESG Sustajnability Report (50 D
L. Cia ‘
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3.1 Innovation and R&D

3.1.1 R&D

The Company has established an R&D Division at the Kaohsiung Plant, serving as the core center for
research and development, with engineers specializing across multiple fields. In addition to continu-
ously innovating and improving existing artificial leather products, the Company is actively expanding
R&D into the following areas: thin film products, fiber products, sports ball products, apparel prod-
ucts, and automotive products.

Response to Global Sustainability Trends - 3R Strategy (Recycle, Reduce, Reuse). The R&D Depart-
ment incorporates the 3R principles as its annual development focus, dedicated to creating ener-
gy-saving and carbon-reducing products.

( Three Major Themes )

1. RECYCLE
Develop innovative materials and processes to improve product recyclability.
Establish product recycling mechanisms to promote a circular economy.
Use recycled polyester raw materials to develop low-carbon artificial leather.

2. REDUCE

Use recycled polyester and masterbatch coloring to produce undyed, carbon-reducing eco-friend-
ly polyester yarn.

Streamline internal or customer production processes to shorten manufacturing steps.

Adopt lightweight materials to reduce carbon emissions during transportation and production.

3. REUSE

Encourage product reuse.
Introduce recycled TPU materials and transform them into footwear components to reduce waste
and enable reuse within both internal operations and customer supply chains.

@1 San'Fang ChemicalIndustry Co., Ltd. ESG Sustainability Report

( Energy Saving and Carbon Reduction Axis )

All 3R development efforts ultimately aim at energy conservation and carbon reduction. By lowering
resource consumption, improving recyclability, and extending product lifecycles, the R&D Department
develops products with reduced environmental impact.

( Sustainable Development Goals )

These R&D priorities align with the following United Nations Sustainable Development Goals
(SDGs):

Goal 7: Ensure affordable, reliable, and sustainable clean energy for all
Goal 12: Ensure sustainable consumption and production patterns
Goal 13: Take urgent action to combat climate change and its impacts

By adopting the 3R principles and emphasizing energy saving and carbon reduction, the R&D Depart-
ment is committed to developing innovative products that foster sustainability and reduce environ-
mental impact. These products will support customers and partners in contributing to a better future.

p» R&D Expenses

400,000 387,779 4

3.7

3.3 3

309,365

294,495~~_301,375

300,000
2.8 25

200,000 2

100,000 1

2020 2021 2022 2023 2024

R&D Expenses  =mmmAs 3 Percentage of Consolidated Revenue
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3.1.2 Innovation

The Company demonstrates its commitment to innovation through its patent achievements. Each

( Appendix )

P Distribution of SFC's Global Patent Applications by "Country"

year, it actively seeks patent protection and applies for patents for its products, including thin films,

fibers, balls, apparel, and automotive components. The cumulative number of invention patent certifi-

cates granted in recent years is as follows:

40/ global patent applications
/7 global patents granted

........................................)

453 global patent applications
/ 3/ global patents granted

........................................)

480 global patent applications
/57 global patents granted

........................................)

491 global patent applications
/65 global patents granted

570 global patent applications
7 /9 global patents granted

25

20

15

10

5 I I I

0 —— " B

Taiwan USA

W 2020 20 6
B 2021 11 13
W 2022 3 13
W 2023 3 4
2024 3 7

P Accumulated Number of Global Patent Applications Filed
600
500
400
300
200
100
0
2020 2021 2022
B Certificate | 222 | 237 | 251
W Application | 407 | 453 | 480

.

Unit: Application

China European Union
10 1
15 7
7 4
4 0
4 2
and Approved

Unit: Application

2023 2024
| 265 | 279
| 491 | 510

3

San Fang Chemical Industl:yco., Ltd ESG Sustainab ty R_:apor'i.: ¢
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H Significance of Product Quality to San Fan
3.2 Quality 9 Quality g

Product quality directly impacts customer satisfaction, brand reputation, and competitiveness, making it the cornerstone of San Fang's success and long-term

Management growth

e

Positive Impact: The Company can flexibly respond to diverse cus-
tomer needs, swiftly adjust production lines to ensure smooth and
timely delivery, and collaborate with customers to achieve shared
objectives, creating a win-win outcome.

Introduce automated production management to collect and ana-
lyze various data in real time, and strictly control product shipment

quality.
Negative Impact: Competitive pressure from peers and potential

new entrants forces the Company to maintain product quality while
managing costs, which compresses profit margins.

Set internal performance targets and tracks the results monthly, and
also utilizes external quality system audits for self-monitoring and
corrective action, aiming for continuous improvement.

San Fang's product quality policy is built on professionalism, inte-
gration, innovation, and service. The Company pledges to deliver
products that meet customer expectations, uphold corporate social
responsibility, and contribute to sustainable environmental and so-
cial development.

@ Tel: +886 (7)3712111 Ext.31230

8&3 jui@sanfang.com.tw | www.sanfang.com
Pursue zero customer complaints and high customer satisfaction.

e Corresponding sustain- -mdmy
ability indicators [ssues

i & w e Ty P - —

San'Fang Ch'erhic-;!\l-I'nntjus;t‘r_.j'_Co.,:L_t,a._'ES"G ‘Systainabil}ty Report
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3.2 Quality Management

Product Quality Management Policy "Professionalism, Inte-
gration, Innovative, Service"

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

( Product Quality Management System )

The Company was certified to the ISO 9001 Quality Management
System for the first time in 1996, to the ISO 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 qual-
ity management system to ensure that the products produced by
the Company are of high and stable quality and acceptable to all
customers.

In recent years, in order to strengthen the core philosophy of
quality first, the Company successfully introduced the Toyota Pro-
duction 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 conser-
vation, carbon reduction, and environmental friendliness while
ensuring compliance with the spirit of environment, society and
governance (ESG).

( Product Quality and Safety Control )

The Company has established an RSL (Restricted Substances
List) Committee to conduct sampling inspections from the en-
try of raw materials through the entire production process. It
has also established a CIL (Chemical Information List) to guide
R&D and production units in selecting raw materials that are
harmless to both humans and the environment.

A professional laboratory, certified by brand customers, is
equipped with advanced instruments and qualified personnel.
The lab can simulate various usage environments and con-
duct physical and chemical tests according to customer re-
quirements. It strictly safeguards shipment quality and, in the
event of non-conforming products, assists in investigation and
analysis to identify the root cause and implement immediate
corrective actions.

The Company’s products have obtained numerous well-known
environmental and quality certifications, including: Oeko-Tex,
GRS 4.0, RCS 2.0, TQP Auxiliary Material Supplier, and Green
Mark, demonstrating that the Company’s products are trust-
worthy.

[ Intellectual Property Management Plan ]

The Company is committed to the research and development
of advanced technologies and to safeguarding the results of
these efforts. It has established an intellectual property man-
agement system linked to its business objectives, with the
dual purpose of strengthening competitive advantages and
achieving business goals, while also preventing losses from
internal leaks or external infringements.

With respect to patents, the Company applies a comprehen-
sive review mechanism, incentive schemes, and systematic
talent development programs to accumulate patent strength,
promote technological innovation, and build a robust patent
moat.

For trademarks, prior to product launches the Company con-
ducts trademark searches, analysis, and planning, and applies
for trademark registration in multiple jurisdictions. This se-
cures exclusive rights, prevents consumer confusion, enhanc-
es corporate image, and increases product value.

P 2021-2024 Production KPI (%)

100
80
60
40
20

0

82.23 80.09 85.50

Total Production Efficiency

San Fang Chemical Industry €o., Ltd..ESG Sustainability Report
) —

For trade secrets, internally the Company enforces protection
by requiring new employees to sign employment contracts
and by regularly promoting policy awareness among staff,
thereby reinforcing both responsibility and obligation for
intellectual property protection. Externally, it signs confiden-
tiality agreements with suppliers to ensure compliance with
nondisclosure commitments.

[ Product 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, pro-
duction, R&D, environmental safety and other departments co-
operate and communicate in order to successfully manufacture
products that meet customer needs, while taking into account
environmental considerations and environmental protection pol-
icy requirements.

( Product Quality Control )

Continue to build automated production and introduce online
monitoring systems. Employ TPS analysis methods to diagnose
projects, preventing anomalies before they occur, or trace the
history of each stage to identify the root cause. This ensures
optimal product quality control and consistently high shipping
quality.

9333 93.90 94.24 97.00
W 2021

W 2022
2023

2024

Production Yield

)




Table of Message from About This Operational
Contents the Chairman Report Governance

Shared Environmental Happy Career and ) ( : )
(Sustainability) ( Social Prosperity Appendix

P Brand laboratory certification
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P Product system certification

" Global Recycled
w_Standard
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P Lab photos

P Diagram of the plant
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P Diagnostics of TPS engi-
neering issues

Container yard

Diagnostics of engineering issues

Number of issues: 26
Processes: M Raw material tank = @ Drying — @ Extrusion & laminating = @ Thickness measurement — ® Edge trimming — ® Winding — @ Accessioning — ® Shipping area — ® Warehouse —

Operational
Governance

( Appendix )

Shipping area ~ Warehouse Container yard

C-11-1
€-5-1
MAP o) o
1F
NO. Contents NO. Contents
A-1-1 m?sﬁi;rslsn;:n the left and right sides are produced with different widths and C-1-2 | Unclear disclosure regarding exceptional items
BN . . . X _5_1 | 4S/5 implementation is not yet complete, and quality, safety, and working hour
A-1-2| Waste trim due to excessive carrier thickness C-2-1 issues are affecting results
A-2-1| Defective products identified, along with significant wasted time C-3-1 | Insufficient awareness of worker safety
A-3-1| Lack of quality management skills among on-site production supervisors C-4-1 | Waste of picking and packing work
A-4-1| Lack of problem-solving skills among production supervisors C-5-1 | Low container load factor
7)) B-1-1 | Incomplete standardization of tool cleaning procedures C-6-1 [ No visualization for finished goods warehouse management
(]
a B-1-2 | Standard Operating Procedures for 3 personnels changeover are not defined C-7-1 | Dust pollution during filter tank cleaning
wn
= B-1-3 | Separate operations for wheel wiping and tool cleaning result in wasted time C-8-1 | High labor hours for iron box assembly operations
B-1-4 | Workers for wheel wiping repeatedly reach for tools C-9-1 | Excessive walking time during finished product packaging is a waste
B-2-1 | Poor blade replacement operation for waste trim cutting tools C-10-1| Waste of labor hours in collection processes
_a_1 | Traction work and interference from electrical equipment are causing frequent 1. . .
B-3-1 issues and wasting time C-11-1]| waste in labor hours for inventory management
B-4-1 | Waste in inbound container cleaning operations C-12-1| Waste of labor costs for supply pickup and delivery
C-1-1| Machine production status is unclear C-13-T] Tool retrieval walks reveal significant waste
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3.3 Customer Satisfaction
and Product Services

stabilizing order flow.

B

Positive Impact: Improving customer satisfaction enhances cus-
tomer loyalty, promotes positive word-of-mouth, and drives busi-
ness growth for the Company.

Negative impact: If product or service quality fails to meet custom-
er needs, satisfaction will decrease, potentially leading to customer
loss, more complaints, and the spread of negative reviews in the
market, which would harm the Company’s reputation and perfor-
mance.

San Fang's product quality policy is built on professionalism, inte-
gration, innovation, and service. The Company pledges to deliver
products that meet customer expectations, uphold corporate social
responsibility, and contribute to sustainable environmental and so-
cial development.

Strengthen innovative cooperation with major brands, grasp early
development opportunities, and provide differentiated products.
Consolidate the deep cooperative relationship, establish a compre-
hensive sales and technical service system, and effectively expand
brand sourcing while stabilizing order flow.

Significance of Customer Relationship Management to San Fang

Strengthen innovative cooperation with major brands, grasp early development opportunities, and provide differentiated products. Consolidate
the deep cooperative relationship, establish a comprehensive sales and technical service system, and effectively expand brand sourcing while

Actions

N

Quality assurance: Ensure that products and services maintain

high standards through strict quality control to reduce defects or
errors.

Quality customer service: Provide fast, professional, and friendly
customer service, resolving problems promptly and responding to
customer needs.

Active feedback mechanism: Establish convenient channels for
collecting feedback, listen to customer suggestions, and implement
improvements quickly.

Electronic digital sample cards: Provide customers with real-time
product references.

- —
Evaluation Method

Customer Satisfaction Survey.

: Stakeholder Engagement j

Tel: +886 (7)3712111 Ext.31247

may@sanfang.com.tw | www.sanfang.com

;

Corresponding sustain-
ability indicators

Industry
[ssues

B SRS S RN N
San Fang Chemical IndustryCo., Ltd..ESG Sustajnability Report
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1]

ustomer Manage Listen to Cus-
ment Method tomers

A complete market is divided into Customer voices come in two aspects

0 Source (brand origin) QSource customers:
e Production factory (T1): Finished shoe manufacturers The Company attaches great importance to the market information provided by

G Material suppliers (T2): Refer to shoe materials manufacturers, not raw material sup- source customers. Although we often encounter wildly imaginative design ideas, the

pliers capability to innovate and develop and the close and smooth communication chan-

) ) - ) : ) nels between sales representatives and customers enable us to turn our customers'
@ Formulate relevant environmental protection policies with reference to international

. : : . imaginations into tangible products in the shortest time. Such innovation capability
regulations, and discuss solutions with customers.

and efficiency are our advantages often praised by customers.

e Production vendor:

As a material supplier, the Company has discussions with source customers and formu-

o o ) ) ) Production vendors are the customers who actually place orders. For these cus-
lates policies in response to changes in international environmental regulations, and

: ' o : ' : : tomers' special project needs—such as meeting urgent delivery schedules for rush
implements close cooperation and communication with production factories to avoid

. L : orders or providing customized handling methods to accommodate differences in
unnecessary obstacles in the development process and significantly increase the prob-

o . . L : . roduction equipment—San Fang provides full support and assistance.
ability of future improvements for better compliance with international environmental P auip gp PP

regulations. Fast and efficient communication is a unique feature of our business. G Beginning in 2024, 5an Fang will provide more accurate and practical customer ser-
vices based on development seasons and implementation milestones.
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One-stop Service from
Branding to Market
Planning

In addition to source brand customers, San Fang 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 misunder-
standing and reduce production risks.

To meet the needs of brands, our sales unit will
modify the details of the project in line with the in-
ternal units of the production factory to satisfy the
production requirements of the production factory.
For special needs of production factories, For exam-
ple: 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.

Real-time Provi-
sion of Informa-

In addition to our standard color cards, we provide push notifications for new materials and company updates to keep our
customers informed of the latest news.

Location: NW Show, Portland, OR, USA
Booth Numbers: [410/ 412/ 311]

View all collections in

our eCatalog
Account :
gunatfisnrinng com tw
Password :

12345678

Dk ihe w'des 10 5o ihe NWDE SLABOMAL KLVPONRTR

S m

[ 5an Fang Chemical Industry Co., Ltd;ESG Sustajnability Report 60 D
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Customer Needs
Products and Sery

To enable customers to gain a deep- 52662
er understanding of our products
and experience their applications
immediately, we have redesigned
our electronic database. With this

RFG110-AURORA

Attention

Wamg / Trim

system, customers can quickly access
product information without being

Deseription
PU / Rneycled Nylon microfibe

limited by time or distance. In ad- .

. Customized color
dition to text descriptions, we have 3 R P P
carefully designed a material effect e~ T
experience and a 3D simulation of Py i Bk / White
finished products, allowing customers } A N
to instantly visualize the appearance == il . — Yes
and performance of future products. B ) RrTRITE Heat press / H/F Weiding
Furthermore, customers can use the P . A Yes /Yes
database to conduct sample devel- 2 f Remark
opment and material adjustments in L = N/A
real time. Compared with traditional
workflows, this improvement signifi-
cantly reduces development time by B
at least one month and lowers costs
considerably.

& SAN PN

San'Fang Chemical Industry Co., Ltd. ESG Sustainability. Report
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To further enhance service quality and customer satisfaction, we conduct surveys prior to the official release of the color card to gain a deeper under-
standing of customer needs and future development directions. At the same time, we refine areas of improvement based on the shortcomings of the
previous season’s color card, ensuring that San Fang's product development remains closely aligned with customer requirements.

Customer Needs
atisfaction Sur-

Do the products in our seasonal catalog meet your sustainability requirements?

31 .76% Not sure what are our targets

® for our team Nike, 1
Yes 1

Il if LCA or CO2 emission data can be calculated
and showed on the catalogue, it would be perfect
SALOMON

Il LCA related data is prefer On Running
Il Most item meet with Puma SE
Il Bio is not priority for performance. adidas

Il need more items from Castor oil or non-industry
corn On Running (Vietnam)

Il No, More recycled, CO2 reduction, still need to
consider the shoes making application. Decathlon

Il No, need more information about CO2 emmition.
Mizuno

Il No, Recycled Nylon still not a must adidas

922% Il No, Water based (DMFA FREE) materials are not
equal to current materials. Decathlon
Others

Il Not sure what are our targets for our team Nike

Do the products in our seasonal catalog meet your performance needs for foot-
wear design and development?

30.37% Yes, Golf always needs wpn,
’ ¢ so it would be nice to see wn

Yes swatches adidas, 1, 3%

Il No A brand who already support for this kind of
survey above 20 years

Il No, More specific in performance would be good

Il No, Please more performance & results = No,
should be more functional

Il No, The finishings are good. But not much test
result for the performance needs.

Il No, The one in catalogues not fully fulfil our mar-
tial expectation

Il No, Too much bio materials, not for performance.
 Partial meet with
Il some maybe interested, some are still considered

1 024% Il We are looking for stronger bonding strength
Others hotmelt and TPU skin, applied on new textile
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Complaint channel

- Contact information for each product’s business representative is available on the Company’s website.
+ Website: https://www.sanfang.com/contact

Complaint Procedure

Complaint Procedure

1) Report problems promptly, providing the following: complainant information, product information, problem
San Fang always adheres to relevant laws, regulations, and description, and proof of purchase.
international standards, including: e The handling unit shall record the complaint details and assign a case number.
1. Submitting products annually to third-party impartial (2) Preliminary Handling:
organizations to obtain Restricted Substances List (RSL)
reports that confirm compliance with national and
brand requirements.

. Obtaining certifications such as Higg, ISO 14001, I1SO
14064, ISO 9001, TQP, Oeko-Tex, Type II Environmental
Label, ISO 14067, GRS, RCS, IATF 16949, and SLCP to
meet customer and regional requirements.

0 Confirm the complaint within two working days, conduct a preliminary investigation, and clarify responsibility.

e Straightforward issues shall be resolved and replied to promptly; cases requiring further investigation will be
forwarded to the relevant department.

(3) Investigation and Analysis:

QCompIete a detailed investigation and analysis within seven working days, and propose a handling recom-
mendation.

eThe investigation may include reviewing data, testing products, and checking records. If necessary, relevant

. Ensuring that all business information, transaction n T "
units may conduct joint inspections or tests.

data, and any customer privacy-related information are

compiled and archived by a dedicated unit to fully im-
plement data protection requirements. e Based on the investigation results, propose a handling plan (restocking, return, compensation, etc.), and
upon approval, respond to the customer within five working days to reach consensus.

(4) Handling and Response:

. Conducting annual customer engagement through on-
site visits or participation in exhibitions to understand e If a solution cannot be determined within the scheduled time, the customer shall be proactively informed of

product and service needs, gather feedback, and pro- the progress.

vide immediate communication channels to safeguard (5) Case Closing and Follow-Up:

customer rights. 0 Complaints shall be archived, and their causes and types analyzed periodically as a reference for improve-

. Signing confidentiality agreements for all collaborative ments.
projects with customers to prevent information leakage e The QA Department shall regularly track the status of handling to ensure procedural compliance and review
and protect customer interests. effectiveness.

Ty .

C @) i sl
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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 pro-
duced by international brands. The Company’s raw material selection process is as follows:

Registration of Qual-
ified Suppliers and
Material Numbering

Confirmation of Pro-
hibited Hazardous

R&D Testing ted
ubstances

Supplier Sampling

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.

C-level Suppliers
A-level Suppliers B-level Suppliers
. ) Below 6(Q Points
100-81 Points 000000000 80-60 Points eeo0cecccoooe -
Unqualified Sup-
Excellent Suppliers Good Suppliers
pliers

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.

In 2024, we worked with 184 suppliers, defined as Tier 1 suppliers as their upstream operations are primarily raw material suppliers. We estimate approximately 644 suppliers beyond Tier 1.

3

.

San Fang Chemical Industr.y€o., Ltd ESG §p§ga}ﬁab ty R_:apor'i.:
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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 re-
quired to sign a supplier code of conduct.

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

According to local regulations, 26 primary suppliers with risk control.

wastewater discharge licenses were investigated in 2024.

Out of the 22,849 tons of raw materials procured in 2024, PU resin-related raw materials accounted
for 40.45%; water-based PU, TPU, PU, PET and other raw materials accounted for 51.21%; and other
additives, pigments, etc. accounted for 8.34%.

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 envi-
ronment and the earth.

2022 2023 2024

3.4.1 Sustainable Raw Materials

The Company has developed environmentally friendly materials, water-based products, and GRS recy-
cling systems to achieve the goal of environmental sustainability. In 2024, 2082 tons of GRS recycled
PET were used, and we also reduced the use of organic solvents in raw materials to cut VOCs.

Annual Procurement (tons) 25,236 23,717 22,849

97%
@===n 3
PU Resin-related Raw Mate-
2024 (tons) GRS Recycled PET | _ 36.00% 4132% 40.45%
! rials (%)
. 1
: :
PET : 43 Water-based PU, TPU, PU,
. 56.50% 50.98% 51.21%
x PET, etc. (%)
GRS Recycled PET : 2082 Other Additives, Pigments,
7.50% 7.70% 8.34%

etc. (%)

3%
PET

PET B GRS Recycled PET
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3.4.3 Low-carbon Procurement

When developing materials, priority is given to the use of BIO (biological) materials or to companies certified under the Global Recycled Standard (GRS), Global Compliance Standard (GCS), and ISO 9001 (Quiality
Management System). The Company also actively seeks materials that can be issued a Transaction Certificate (TC). At the same time, currently used raw materials are being replaced with the above types of ma-
terials, which is a positive step toward 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.

( Environmental Impact in the Supply Chain )

1. Supplier awareness initiatives have been carried out on the Supplier Code of Conduct, with 83
signed acknowledgements returned in 2024.

Percentage of Tier 1 suppliers that have completed the Sustainable Apparel Coalition’s Higg FEM
assessment and equivalent environmental data assessments and are qualified for wastewater
treatment:

2. The number of certified suppliers has also increased, with | | 3 suppliers obtaining raw material
certifications in 2024. e emsmsmsmsmEmEmEEmEEmEmEmEmEEmEEmsmssmsEmEEEEmEEmEEmEEmEEmEEE e E e e .. -

00 00 0000000000000 000O0O0OPOPNOCENOGEOCEONONONONONONOSNOSNOSNONONONONONONOSNOSNEOSNONOSNOSNOSNONEONONOSNOSNONOS O
In order to reduce supply chain risks, San Fang regularly conducts environmental impact

. . ! : e Obtained Higg FEM Obtained ISO Qualified for Waste-
assessments 'across its supply chain. The asses§ment items include ISQ 14001 certification, 14001 Certificatio

wastewater discharge, Higg FEM, and other environmental data. According to the latest sup-
plier survey, 14.9% of suppliers are qualified for wastewater treatment, 1.1% have passed the

Higg FEM assessment, and 43.7% have obtained ISO 14001 certification. In the future, the Tier-1 suppliers that have
Company will continue to expand the environmental impact survey of the supply chain with the completed the sustainability 174
goal of building a green supply chain. environmental assessment.

Number of Suppliers Pass-
ing Certifications

2

Percentage 1.10% 43.70% 14.90%

San Fang Chemical IndustryCo., Ltd;ESG Sustainability Report (66 D
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3.4.4 Launch Warehouse Management
System Implementation

! The Company has initiated the implementation of a |
! Warehouse Management System (WMS), aiming to signifi- :
1 cantly enhance warehousing efficiency through standard-
| L}
1 ized processes and data governance, thereby strengthen- ,
i ing competitiveness in the global supply chain. '

Our goal is to establish a highly efficient, precise, and sustainable
smart warehousing model that ensures greater flexibility and vis-
ibility in production and logistics processes. Through accelerated
and refined data, decision-making becomes more forward-look-
ing and proactive.

With the adoption of the WMS, San Fang improves raw material
management, carbon emission tracking, and operational deci-
sion-making support, thereby accelerating digital transformation
and advancing toward a more efficient and intelligent manage-
ment model. We are also deepening supply chain optimization to
further enhance operational efficiency, maintain competitiveness
in the global market, and achieve both smart manufacturing and
sustainable operations.

3.4.5 Risk Assessment

Currently, the R&D and Procurement departments jointly support material development. The R&D team identifies suitable products for
testing according to requirements, while the Procurement team evaluates suppliers’ delivery lead times, unit prices, and quality. Only after
successful testing are materials formally included in the sourcing specifications.

Supplier Risk Assessment Regular Supplier Audit Supplier Evaluation

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

2. Hold a meeting with R&D tech-
nical personnel to discuss and
evaluate inferior suppliers, find
substitutes, and exclude the
inferior suppliers from the list

of qualified suppliers.

. Sign a guarantee issued by
SFC.
. Provide a MRSL/RSL test report
from a testing company.
. Approved as a qualified mate-
rial supplier.
4. Purchase bulk raw materials
from at least two suppliers
to reduce the risk of material
shortages.

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

2. External audits - Select 4

suppliers for on-site audits,

and conduct random audits on
suppliers.

( Evaluation Results )

Suppliers are regularly evaluated under a grading system in which 100 ~ 81 points are rated grade A, 80 ~ 60 points (inclusive) are rated
grade B, and below 60 points are rated grade C; evaluation criteria include the number of defective items, overdue delivery ratio, cooper-
ativeness, excess freight costs, etc.; suppliers rated grade B will have order quantities reduced as appropriate, and those rated grade C
will be replaced by alternative vendors and have their qualification cancelled; in 2024, for all four quarters, from the first to the fourth, the
rating was grade A.

-

Number of A-level 140 135 136 138

Suppliers

—
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3.4.5 Risk Assessment

Each year, the Company organizes an interdepartmental audit team to conduct on-site audits and
certifications of suppliers to ensure compliance. If the supplier fails to meet the standards, we will
provide guidance to help them improve. In 2024, we conducted on-site audits of 4 suppliers, achiev-
ing an average score of 97.75%. If any problems are found, an audit correction notice will be issued
and suppliers will be instructed to make improvements as required. All suppliers completed the rel-
evant requirements within the specified timeframe. For purchased suppliers, the goal of the on-site
evaluation is to assess different product categories.

In 2024, two suppliers will be selected for evaluation of both thin film and artificial leather products,
with an average score of 97.75%.

uality/Capacity/Delive
< g .IF.’ Y M Technology/Equipment
ime

000000 O0OGOS

@

000000000 OCONOGOGONOSNOGOSNOSNOIOS

=5

|

On-site
Audit

VIS

000000000 OC0OCGOISS

‘ E’rohl.blted Hazardous Sub-
stances

000000000 OCONOGOGONOSNOGOSNOSNOIOS

Service/Cost/Environment

( Sustainable Corporate Responsibility)

Our supply chain consists of Taiwanese suppliers, accounting for 80%, and suppliers from other re-
gions, accounting for 20%. Through various mechanisms, such as supplier evaluation and signing
a supplier code of conduct, supply chain manufacturers can integrate social responsibility require-
ments into their supplier management strategies and adhere to sustainability standards and respon-
sibilities. 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. In-
cluding five main parts: Labor and human rights, health and safety, environmental standards, ethics,
and management system standards.

( Supplier Management Policy )

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.

On-site audit of IATF 16949 averaged a 97.75% completion rate.

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 sus-
tainable 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 con-
troversial sources. For biomass raw materials, we do not use materials made from corn.

~ San Fang Chemical IndustryCo., Ltd:ESG Sustainability Report
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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 materi-
als and parts. After winning a bid, the contractor must sign to follow SFC's environmental philosophy and environmental policy.

All contractors will be required to sign an integrity agreement and attach it to the contract.
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ment Policies and Objectives
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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 envi-
ronmental 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 pro-
tection reduction goals and plans by 2025 to reduce the impact of production activities on the envi-
ronment such as climate change so as to achieve the ultimate goal of environmental sustainability.

)

In addition, we are more actively involved in: )

.Gl’eenDESIgn C|eanel’Pr0dUCtI0n 00 0000000000000 0000000000000000000

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.

00 000000000000 0000000000000000000 000

@ 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 [ssues  [hihdidhihdihtidiatidiiatd

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.

0000000000000 000

@ Participation in International Environmental Protection [ssues

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

71
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GROUP
Environmental
Protection Policy

@

Environmental
Awareness

Cherishing

Green Design = = = = = = =
Resources

C 2025 Environmental Goals )

We will achieve the following five goals through
the improvement of products and processes
-5%

-2% -18% 30% 100%

Carbon
Reduction

L} L}
Percentage of Sol- Percentage of
vent-free Eco-Friend- Recycled Polyester

ly Products Non-woven Fabrics

Water Saving ~ Waste Reduction
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4.1.1 Overview of Sustainable Environment Development

=

L
Talent Train-
- i ing
Quality
Improvement
Time
Strategic
The Company promotes the ISO 14001 environmental management system to continuously miti- Goal Setting
gate and reduce the impact of production on the environment. Based on the love for the earth and
environmental protection, we have set our 2025 environmental goals related to energy, GHG, water
resources, pollution discharge, waste, and other environmental protection issues.
The following measures will be adopted to achieve the set goals through continuous improvement in Control
the coming years. Mechanism
‘Formulate various environmental goals/directions. DeVdotp'
men

*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 produc-
tion processes.
*Organize education and training on emerging environmental management issues to improve talent
capabilities Inventory

Scheduling

In terms of environmental management operations, the Company properly controls and treats waste
gas, wastewater, and waste generated from the production process. 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 2024 were reported
to the board of directors in every quarter and approved by the senior management.

The Sustainability Im-
plementation Group
and the Environmental
Planning and Energy
Management Team of
the Company's ESG
Development Commit-
tee

Policy Establishment
Group of the Compa-
ny's ESG Development
Committee

The Sustainability Im-
plementation Group
and the Environmental
Planning and Energy
Management Team of
the Company's ESG
Development Commit-
tee

The Sustainability Im-
plementation Group
and the Environmental
Planning and Energy
Management Team of
the Company's ESG
Development Commit-
tee

Environmental

o |

P Report to the Board of Directors on May 8, 2025

Magc;irogger- Responsible Unit stimated Timeline/Deadline Progress Description

E

The personnel in charge of
each subsidiary were listed in
the organization chart at the
ESG Development Committee
meeting in January 2023.

We expect to have the respon-
sible units to plan education
and training courses and pro-
vide education and training
to the personnel in charge of
each subsidiary in the third
quarter of 2023.

Goals for carbon reduction,
waste reduction, and water
conservation were set at the
ESG Development Committee
meeting in February 2023.

Starting from 2023, a review
of the carbon reduction, waste
reduction, and water conser-
vation of each factory plant
has been conducted at the
monthly ESG meeting.

We plan to complete the 2023
internal GHG inventory of all
overseas subsidiaries by the
third quarter of 2024.

The parent company has set a
goal to complete the internal
GHG inventory for 2023 by
the end of April 2025, and has
commissioned SGS to com-
plete the parent company'’s
GHG verification by June 2025.

At 2R, oL, H
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Completed the SBTi education
and training course from April
22 to April 25, 2024.

Completed.

Ongoing.

The greenhouse gas activity
data of our subsidiaries for
2022 and 2023 was internally
verified in September 2024.
The parent company's GHG in-
ventory registration was com-
pleted by the Environmental
Protection Administration on
October 7, 2023.

The internal GHG inventory of
the parent company is in prog-
ress for 2024.

- el
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4.1.2 Sustainability Initiatives

The Company places great importance on the sus-
tainable development of the industry, aligning with

P Report to the Board of Directors on May 8, 2025

international initiatives on sustainable textiles to pro- 6Q Sustainable @ )
vide customers with products that comply with ZDHC Apparel Coaliton  |ncl@ SOCIAL &

standards; it also participates in the Higg Index envi- ; LABOR m
ronmental sustainability assessment, Higg MSI life cy- L "&ﬁ@ @ CONVERGENCE

cle assessment, SLCP social labor integration project, e ——— \_ )
and ZDHC zero-discharge standards for hazardous

chemicals across the textile, leather, and footwear O é - )
industries—initiatives promoted by the Sustainable Mﬁ’kaﬁﬂ
Applarel Coalition (SAC)—to Ienhihce and cohntinE)J- -IbI'IC-: MRSL

ously improve environmental performance, thereby : . " : o
contributing to the sustainable development of the HatEm HBHHlHIMIﬁ!I‘H|5.ISHIH*1|ﬂ"‘|IIdEI|
industry. - - J

4.1.3 Environmental Fines

Punishment Docu-
ment No.

Amount of Fine/NTD in

Provision Violated Content of Violation

Date of Punishment

Management Solution

Thousands

The 2023 regular inspection (dimethylformamide) had not

Article 22, Paragraph 3 of

been declared by January 12, 2024, as required. This ex-

The inspection results were reported on March 1, 2024, as

_ ) ceeded the deadline set in Article 13 of the “Regulations for instructed by the competent authority. In the future, when
March 05, 2024 20-113-030004 the Air Pollution Control . 4 2 4 100 =61 27 TS Sy 4 . .
Act Management of Stationary Pollution Source Self-Inspection confirming the inspection schedule, the reporting deadline
or Commissioned Inspection and Reporting,” and violated will be recorded simultaneously.
Article 22, Paragraph 3 of the Air Pollution Control Act.
On August 26, 2024, the following corrective measures
were completed:
Air Pollution Control Act, P
. 1. Replaced the waste gas flow meter of the scrubber
Article 23, Paragraph 1, K .
) ) (A361) to ensure normal data display and compliance
penalized in accordance . .
) ) L . ) ' ) with regulations.
with Article 62 of the The monitoring facilities of the air pollution control equip- ) .
November 20, ) L o ) 150 2. Re-calibrated and tested the flow meter equipment to
20-113-110051 same Act. Environmen- ment were not properly maintained, violating Article 23,

tal seminar imposed
pursuant to Article 23,
Paragraph 2 of the Envi-
ronmental Education Act.

"a %y Bk .

'L(d._‘ES'_G Sustainability Repor

] San'Fang Chernical:

Paragraph 1 of the Air Pollution Control Act.

ensure proper functioning.

After improvements, all relevant operating parameters
complied with the permit requirements. If subsequent
equipment failures occur and cannot be repaired
immediately, production will be suspended until repairs
are complete to prevent recurrence.
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4.2 Energy

Management

B

Positive impact: As energy costs decrease, profit margins increase,
helping to enhance brand image and meet consumer demand for
environmental protection.

Negative impact: Low-carbon energy use is a future trend. Power
rationing will directly affect production. Failure to respond properly
may increase operating costs.

Use solar power generation, purchase REC certificates, and progres-
sively increase the proportion of green electricity, while improving
the energy efficiency of production equipment.

Collect and review greenhouse gas emission statistics, comparing
with the previous year, with the goal of not exceeding the same pe-
riod last year.

Significance of Energy Management and Renewable Energy for SFC

Good energy management can improve operational performance and reduce environmental load and carbon footprint.

Implementing greenhouse gas reduction measures in the factory
area, improving energy efficiency, and assessing the benefits.

Introduce the types of energy generated and energy-saving cases
to the Group's personnel.

Statistical data on greenhouse gas emissions.

Analysis, review, and reporting on energy-saving effectiveness

Stakeholder Engagement

Tel: +886 (7)3712111 Ext.31520

tedlin@sanfang.com.tw | www.sanfang.com

302 Energy

Corresponding sustain-
ability indicators
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4.2 Energy

Management
4.2.1 Management Outline

The key to energy conservation and carbon reduction
lies in effective energy management. energy manage-
ment can not only reduce energy waste, but also im-
prove energy efficiency to reduce carbon emissions,
which will help enterprises achieve sustainable opera-
tions and development while contributing to the pro-
tection of the earth's environment. SFC has expanded
into diverse markets through the development of
critical basic raw materials and application technol-
ogies, and has actively invested in environmentally
friendly products, circular economy, recycling, and
the manufacturing and application of functional
leather, films, yarn, fibers, and garments. With energy
conservation, carbon reduction, and environmental
protection as our guiding principles, we strive to fulfill
our corporate responsibility in environmental issues.
Energy-saving measures are promoted comprehen-
sively throughout the entire process, from equipment
procurement to production.

[

§99949¢

08086

.

SG 'S_ustainabifity Repori

DO

Procurement of new equip-
ment and improvement of
existing equipment

Machine energy consump-
tion control

Ambient air conditioning

Exhaust ventilation systems

Power management

Motor systems

Renewable Energy

Lighting

( 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 operational efficiency of equipment
and enhance its effectiveness, and establish a smart meter energy management system.

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 pro-
duction factories, and design the lighting for a whole area to provide local auxiliary lighting.
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In 2024, factories in different regions continued to implement various energy-saving projects. The Group’'s total energy consumption consisted of electricity at 77,372,997 kWh, natural gas at 5,546,100 m? and

biomass fuel at 52,394,037 kg, representing an overall increase of approximately 3.68% compared to 2023.

The energy consumption per NT$1,000 of production value was 34.31 kWh/NT$1,000 in 2024, a decrease of approximately 2.99% compared to 2023.

P Electricity consumption (kWh)

100,000,000
90,000,000
80,000,000
70,000,000
60,000,000
50,000,000
40,000,000
30,000,000
20,000,000
10,000,000

(@]

Indonesia Factory
7 Vietnam Factory
M BAL Factory
I Kaohsiung Factory

== Total

Note 1: SFC Group includes: Kaohsiung Factory in Taiwan; BAL Factory in China; Meicun Factory in Vietnam; and Indonesia Factory.
Note 2: The types of energy consumed included utility power, solar power, natural gas, biofuels, and vehicle fuels used for production.

92,896,484

76,922,140 77,372,997
—e

2022 2023 2024

7,509,300 7,389,180 7,609,886
35,654,600 32,152,800 31,535,500
5,982,584 5,209,560 5,366,811
43,750,000 32,170,600 32,860,800
92,896,484 76,922,140 77,372,997

M After-tax net income - attributable to the parent (NTD million) === Earnings per share (NTD)

» Natural Gas (m3)

6,000,000

5,000,000

4,000,000

3,000,000

2,000,000

1,000,000

5,515,729 5,546,100
4,861,990

2022 2023 2024

0 0 0

Indonesia Factory
[ Vietnam Factory
M BAL Factory
M Kaohsiung Factory

== Total

0 0 0
1,686,014 1,778,978 1,885,000
3,829,715 3,083,012 3,661,100
5,515,729 4,861,990 5,546,100

At AL . W " e s A e,
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P Biofuels (kg) P Comparison of Revenue and Electricity Consumption
50,000,000 53,927,144 52,166,107 52,394,037 60,000,000 11,000,000 60.00
45,000,000
50,000,000
40,000,000 10,800,000 10,763,499 10,779,822 .
55.
350000000 40,000,000
30,000,000
25,000,000 30,000,000 10,600,000
50.00
20,000,000
15,000,000 20,000,000 é 10,400,000 §
=3 5
10,000,000 10,000,000 B 4500 2
5,000,000 g E
I . . 2 10,200,000 e
g g 10,086,736 :
2022 2023 2024 0
10,000,000
34.31 35.00
I Indonesia Factory 6,395,932 5,965,983 5,932,742 9,800,000
[l Vietnam Factory 47,531,212 46,200,124 46,461,295
9,600,000 30.00
M BAL Factory 0 0 0
2022 2023 2024
M Kaohsiung Factory 0 0 0
Energy Consumption per Thousand
M Annual Revenue (NTD thousands) .
== Total 53,927,144 52,166,107 52,394,037 NTD of Production Value

P Consumption of the Group by Region

2024 Kaohsiung Factory BAL Factory Vietnam Factory Indonesia Factory

Energy Consumption by Fac- -
tory(KWH)

76,000,820 29,567,403 225,621,098 38,713,924 369,903,245

Percentage 20.55% 7.99% 60.99% 10.47% 100.00%

e vy L ""; Y ’_.'.'_- : 7 . '-.-’_"
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Vietnam Facto-
ry

Kaohsiung
Factory

BAL Factory

Solar energy 1,567,846 Solar energy 2,903,064
Percentage (green 4 55% Percentage (green 35 /I O%

power/electricity) \ power/electricity)

Solar energy 4,740,974

Percentage (green fl 307%

power/electricity)

2024, the Group's main internal energy source was biofuels, followed by electricity and natural gas.

Energy

2024 Consumption of the Percentage In 2024, solar energy installations and purchased solar power were gradually introduced.
Group (G))

o Kaohsiung Factory'’s self-con- BAL Factory’s self-con-
E Purchased Electricity : 278,540 : 20.95% sumed solar energy sumed solar energy
: : : Investment amount NT$47.95 million, Investment amount NT$52.52 million,
Natural Gas 225,195 16.94% Installed capacity 1,233 k\Wp, Installed capacity 2,707 k\Wp,
: : : Power generation 1,567,846 k\Wh Power generation 2,903,064 kWh
. . X The solar energy share at the Kaohsiung % The solar energy share at the BAL Factory

Distribu- Biofuels 792459 53.60% Plant is approximately 4.55% is approximately 35.7 9%

tion of the : : - \. J % Planned REC15% purchases for 2025,
E:::gp; * Solar Energy (Self-con- 16005 - 2026 REC purchases 40%,
Consump- : sumed) 9
tionubyp : g Vietnam Plant pur- 2027 REC p%Jr.chases 65%, .
Type " Solar Energy (Pur- : chased solar power ) Green electricity share reaches 100% in

: : 17,067 : 1.28% 2027
chased) Purchased electricity 4,740,974 kK\Wh \- J
. . . [Purchased installed capacity 3,595 k\Wp] o :
. . . i t
: Diesel Fuel : 233 : 0.02% % The solar energy share at the Vietnam S )
: : : Plant is approximately 13.07%
: : : % In 2024, REC purchases 86.93%, In 2024, REC purchases 100%,
Total 1,329,589 100% Green electricity share reaches 100% in Green electricity share reaches 100% in
. . . 2024
. . . \_ 2024 ) J

e T SRl EERS = Al et
San Fang.ChemicakIndustry Co., LtdESG Sustainability Report *
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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 manu-
facturing environment in accordance with the energy conservation management princi-

ples.

A total of 36 power-saving measures and projects were implemented in 2024.

_ Investment amount in 2024 (NT$) 18,383,400

Electricity 8,807,289
Water 39,451
Natural Gas 730,812
Biofuels 540

Total
Saved amount (kWh/year)
Saved amount (tons/year)

Saved (M*/year)

Saved amount (tons/year)

P Statistical Table of the Group's Annual Energy-saving Measures

Procurement of new equipment and improvement
of existing equipment

Machine energy consumption control
Exhaust ventilation systems
Air compressor systems
Power management
Others

Total

. *5 h

CENWE ChernicalIndus

ti:ll SG 'S_ustainabil-ity Repor;‘.
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( Electricity Conservation )

Every year, the Group can save about 8,807 thousand kWh of electricity, about 730,812 m?® of natural gas, and
about 540 tons of biofuels. The main power-saving improvements are listed as follows:

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.

................................................................................................O

e®eoe

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 652,824 kWh of electricity per year.

e®ccscccce

’...............................................................................................O

Exhaust ventilation systems

The temperature control fan of the cooling tower in all factories was improved, which can save about 18,849 kWh of elec-
tricity per year.

e®eoe

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 the air compressor system, reducing exhaust volume and cutting electricity costs
by 3%, saving 153,400 kWh per year.

3. The original system pressure was set at 7 kg/cm? The pressure setting was lowered to 6.2 kg/cm? saving approxi-
mately 93,312 kWh of electricity per year.

e®®00cccccccccce

Machine energy consumption control

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

e®eoe

’...............................................................................................O

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.

Replacing the existing fans with air-suspended blowers can save approximately 56% in costs and 275,502 kWh of electrici-

ty per year.

e®0ccccccccscccse

’...............................................................................................O
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Management
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Impacts

Positive impact: Enhance water resource management efficiency,
reduce water waste, ensure compliance with environmental regula-
tions, and strengthen the corporate sustainability image.

Negative impact: Water shortages resulting from climate change
will increase operating costs, and water rationing will directly affect
production and revenue.

Strengthen water conservation management: Through internal
monitoring and improvement measures, continuously enhance wa-
ter resource efficiency and reduce waste.

Ensure regulatory compliance: Strictly comply with government
water resource management and wastewater discharge standards.

Raise employee awareness: Promote internal education on water
resources to improve awareness of water conservation and environ-
mental protection, ensuring practical implementation.

Water consumption per unit of product: Reduce by 5% by
2025.

Wastewater discharge standards: 100% compliance with gov-
ernment and environmental regulations.

Significance of Water Resource Management to San Fang

Environmental
Sustainability & \ssSelell=|[H¢e

i TR Ly A

( Appendix )

Establish a comprehensive environmental management system to reduce water pollution during operations and minimize environmental impacts.

Process optimization and equipment management: Regularly
inspect and maintain production equipment to ensure no leaks and
avoid efficiency losses.

Wastewater management and discharge control: Regularly mon-

itor and record wastewater discharge data to ensure compliance,
reduce fines, and minimize environmental risks.

Internal monitoring and audits: Conduct periodic audits to ensure
effective implementation of water conservation measures and opti-
mization based on data.

Third-party testing and reporting: Engage professional organiza-
tions to conduct regular water quality testing to ensure discharged
water meets required standards.

Tel: +886 (7)3712111 Ext.31520

tedlin@sanfang.com.tw | www.sanfang.com

Corres.pon_din.g sustain-
ability indicators
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4.3 Water Resource Management

4.3.1 Water Resource Management Objectives

All San Fang operations implement water reduction initiatives. Using 2018 as the baseline year, the goal is to achieve a 5% reduc- + According to WRI's "Aqueduct Water Risk Atlas," the water risk level
tion in water consumption per unit of product by 2025. of our factories in each region is classified as low to medium.

C Water Risk Level )

Low - Medium (1-2)

4.3.2 Water Risk Assessment

- Under the influence of global climate change, the hydrological characteristics of different parts of the world are changing ac-
cordingly, and the risk and management of water resources are becoming more and more important. The Company has set
water resource management objectives, hoping to reduce water consumption in the production process.

Taiwan
+ 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
stress levels of our factories around the world.
Low - Medium (1-2)

Vietnam Medium-High (2-3)

"’ Indonesia Medium-High (2-3)

(@)
=
5
o

+ Our operating locations are not located in national or international
protected areas. For the withdrawal of water resources, we use the
tap water provided by the government, mainly for product produc-
tion, boilers, and cooling in process operation, as well as domestic
use for employees.

. %5 " . . -

San’Fang ChermicalIndus d. ESG Sustainability Report
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4.3.3 Water Resource Management Solution

In response to the potential water shortage risk caused by climate change and the difficulties in saving water resources due to the
fact that the Central Mountain Range serves as the main watershed of the rivers in Taiwan, making them short and flow into the
sea on the east and on the west, water resource issues emerging from global climate change have been common concerns around
the world.

» Water Withdrawal and Consumption
Unit: Million Liters

16.8 46.6

2020 188.2 177.7 429.3
2021 165.9 202.7 15.6 38.8 423

2022 171.7 190.3 19.2 30 411.2
2023 140.8 196.4 24.5 41.4 403.1
2024 142.2 193.1 22.7 40.6 398.6

For water resource projects that have environmental impact, the Company has set water reduction targets, improved water use
awareness, and implemented various water-saving and recycling measures. With 2018 as the base year, we have set water perfor-
mance indicators for each of the Group's production factories for water consumption reduction. The Group's target for water con-
sumption reduction is a 5% reduction compared to 2018.

» Water Conservation Measures

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.

Cooling Water

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

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.

Domestic water

Other Water

Consumption Use the water discharged from drinking fountains for plant watering.

Operational
Governance
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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 addi-
tion 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.

p Water Discharge

Unit: Million Liters

Kaohsiung Vietnam Fac- Indonesia
Year

Factory tory Factory
2020 97.9 31.7 10.6
2021 89 41.7 10.8
2022 102.8 45 18.5
2023 77.8 49 18.7
2024 71.3 51 7.1

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.

st o« AL .. R R i e
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Significance of Climate Change and Greenhouse Gas Management to San Fang

Strengthening the Company's ability to cope with climate change and GHG reduction measures, including responses to climate risk governance and identification,
GHG inventory, and disclosure of carbon emission information in the life cycle of products and services, to ensure climate resilience and climate information trans-
0000000000000 00000000000 parencyinoperations‘

Positive impact: Actively manage GHG reduction in line with inter-
national carbon reduction trends, reduce carbon tax risks, and en-
hance brand image and market competitiveness.

Negative impact: Failure to properly respond to physical and tran-
sition risks caused by climate change will increase operating costs.

Policies and Commitments

Join SBTi: San Fang Group applied to join SBTi in July 2023 and set
specific and feasible carbon reduction targets based on Scope 1, 2,
and 3 inventories.

Strengthen energy management and energy-saving measures:
Improve energy efficiency, reduce high-energy-consuming prod-
ucts, and promote the development of clean energy and low-carbon
technologies.

Reduce carbon footprint of products and services: Optimize
transportation strategies to cut long-distance transportation emis-
sions.

Carbon emission intensity: Achieve the reduction target set by

SBTI.

T o - e PR
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Actions

Energy management and equipment upgrades: Improve produc-
tion processes to reduce energy consumption.

Renewable energy usage: Since 2022, the Kaohsiung Plant and
BAL Factory have been installing solar power generation equipment
to increase the proportion of green energy used.

Low-carbon products and green supply chain management: Op-
timize production bases and supply chains to reduce carbon emis-
sions from long-distance transportation.

Conduct carbon inventories in accordance with the operational
guidelines announced by the Ministry of Environment and regu-
larly review carbon reduction performance.

Ensure the accuracy of carbon reduction data through DNV veri-
fication.

Tel: +886 (7)3712111 Ext.31520

tedlin@sanfang.com.tw | www.sanfang.com
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4.4 GHG Reduction

The Company focuses on collecting and analyzing
greenhouse gas (GHG) emission data and calculates
emissions in accordance with the Intergovernmental
Panel on Climate Change (IPCC) and ISO 14064-1 in-
ternational standards.

The GHG emissions are assessed under the following
three scopes:

Scope 1: Use of fossil fuels and consumption of re-
frigerants.

Scope 2: Purchased electricity.

Scope 3: Waste transportation, solid and liquid waste
disposal, upstream and downstream transportation
and distribution, business travel, upstream and down-
stream leases, employee commuting, purchased
goods, product processing, product disposal, and
capital goods management.

P Kaohsiung Factory’s GHG Emissions

At present, only the Kaohsiung Plant in Taiwan has
completed third-party verification for Scope 1 and
Scope 2 of ISO 14064-1, as required by the Environ-
mental Protection Administration. Scope 3 has under-
gone self-assessment for 2023 and 2024.

Unit: Tons

Verification institution

Scope 1 and Scope 2
Verified by SGS

Operational
Governance

|
|
I
:

v I

Intensity = GHG emissions/Million| 3877
NTD of revenue | ’

|
| 184,333.60
:
|
|
|
|
I
|
|
|

Statement and opinion issued by
the verification institution I

Unqualified opinion

Environmental -
Sustainability _u \&sSolak| [0
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( Appendix )

From 2022 to 2023, the GHG emissions
of individual companies were verified
by a third-party organization. In 2024,
the Company will commission SGS to
complete verification by the end of
June 2025.

2022 2023 2024

6,968.10 8,166.70
15,892.30 16,233.20
22,860.40 24,399.90

35.79 39.73
117,741.40 108,482.00

Scope 1 and Scope 2
Verified by SGS

Unqualified opinion

At AL . W " e s A e,

San Fang.ChemicakIndustry Co., Ltd.;
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ESG Sustainability Repart ™

Conduct inspection by the end of
June 2025.
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From 2022 to 2024, the subsidiaries’ GHG emissions have been self-inventoried, and since 2023 the implementation progress has been reported quarterly to the Board of Directors.

P GHG Self-Inventory of Subsidiaries

Unit: Tons
Subsidiary PT. San Fang Indonesia/Indonesia San Fang Vietnam/Vietnam BAL Materials Technology Co., Ltd./China
Scope 1 575.8 1,883.00 3,828.20
2024 Scope 2 6,612.80 22,772.00 2,959.00
Scope 3 20,117.00 63,366.00 25,098.00
Scope 1 443.6 1,710.90 3,644.30
2023 Scope 2 6,533.10 21,754.60 2,977.80
Scope 3 24,414.50 80,400.90 33,901.00
Scope 1 353 1,765.00 3,450.00
2022 Scope 2 6,612.00 24,052.00 3,311.50
Scope 3 22,423.00 97,435.00 67,469.00
P 2023 Verification Certificate P 2022 Verification Certificate
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( 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.

( Specific Reduction Actions )

Kaohsiung Factory in Taiwan

See section 4.2.3, Energy Saving Measures
- Electricity Saving

Vietnam Factory

Purchased 30,000 I-RECs.

» Flowchart for Carbon Inventory and Setting SBTi Carbon Reduction Targets

2023 . 2024
December |- [Carbon Invento- 2025 B

%, Sign a Commit- '.. Scor?)/eplfrl 2 . | Setgoals + Submit the target .

‘., ment Letter . '.. // ‘.
Initiate a group-wide Commissioned a third
organizational inven- party to submit SBTi

ﬂ; - [ 2030 %

Target Year

"'(?)

Public Information

Set carbon reduction
targets through a

tory third party based on goals for review.
the SBTi methodology
D) 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.
9 2. Proactively develop products with low energy consumption and clean fuels.

[ Achievement of Reduction Targets )

Indonesia Factory Entity Parent

Replaced traditional air-cooled chillers with flooded chillers to im-
prove cooling efficiency and save electricity, with an estimated an-
nual saving of 280,000 kWh.

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.

Replaced traditional office light tubes with LED light tubes, reducing
electricity consumption and improving brightness, with an estimat-
ed annual saving of 5,500 kWh.

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

By 2024, emissions were reduced by 53.9% compared to 2018, achieving the target.
Replaced the grinder transmission system with a variable frequency
drive system, saving power output. The annual estimated saving is
3,500 (kWh/year).

Intensity comparison: 2024: 39.73 tons per million revenue, 2023: 35.79 tons
per million revenue, 2022: 38.77 tons per million revenue; 2024 increased by
11% compared with 2023.

S‘an Fang-ChemlcaHndustry Co., Ltd. ESG Sugama
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4.5 Waste

Significance of Waste Management to San Fang
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( Appendix )

Reducing the environmental load of each stage of the product life cycle is an important goal of the Company in promoting environmental protection.

* san'Fang Ch'efnic'él-In-tjus't‘qy'po.,:L_i;d._'ES‘_G Sustainability Report

Positive impact: Proper waste management can not only reduce
waste generation and related costs, but also create revenue value
and reduce the environmental impact of our operations.

Negative impact: Hazardous waste disposal involves risk control,
and safe storage and legal disposal must be ensured.

Waste is disposed of in accordance with the law, and there have
been no illegal dumping or environmental pollution incidents.

Continue to optimize the production process, reduce waste genera-
tion, and increase resource utilization.

Actively introduce the concept of circular economy to increase the
value of waste recycling and reuse.

1. Ensure that 100% of waste disposal complies with regulatory re-
quirements.

2. Using 2018 as the baseline year, the waste output per unit of
product has a reduction target of 2% by 2025.

3. Increase the proportion of recyclable waste and reduce the final
disposal volume.

T o - e PR

roTTTTTETEETETETETE TS s N
Actions

Legal treatment: Ensure all waste is collected and finalized by qual-
ified handlers in accordance with local regulations.

Production waste reduction: Optimize the production process to
reduce waste output during production.

Classification management: Establish a comprehensive waste clas-
sification and recycling mechanism to increase the recycling rate.

1. Ensure that waste management complies with regulations and
environmental protection standards through internal audits and
external reviews.

2. Track the waste reduction results regularly and compare them
with the annual targets.

3. Enhance transparency by disclosing waste management perfor-
mance through ESG reports.

Tel: +886 (7)3712111 Ext.31520

tedlin@sanfang.com.tw | www.sanfang.com
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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.

P General Waste

(Waste Management PoIicy)

The Company's process waste management strategy focuses on legal waste transport, disposal, re-
duction and reuse. All waste must be transported and disposed of by qualified companies certified by
the government in accordance with local laws and regulations. Recoverable waste is sorted out and
transported by third parties.

( Classification and Management )

Factory waste is mainly classified into three categories: general business waste (industrial waste), haz-
ardous business waste (hazardous waste), and recyclable waste (recoverable waste). The Company's
general waste 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 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 waste according to the laws and regulations of the region or country where it is locat-
ed, managed by responsible personnel, and then transported and disposed of by an environmental
protection company with a hazardous waste disposal license in the region.

P Waste disposal method of the headquarters
Unit: Tons

2020 2021 2022 2023 2024

Disposal

Method

Unit: Tons
Kaohsiung | Vietnam Indonesia
Factory Factory Factory ry
2020 2,055 1,726 994 400 5175 78%
2021 2,035 1,704 1,047 510 5,296 80%
2022 2,030 2,163 1,572 416 6,181 85%
2023 1,308 1,413 1,328 398 4,447 75%
2024 1,638 1,314 1,363 384 4,699 75%
P Hazardous Waste T
Year Kaohsiung Vietnam Indonesia
Factory Factory Factory ry
2020 278 685 325 143 1,431 22%
2021 333 570 304 133 1,340 20%
2022 329 298 250 185 1,062 15%
2023 288 641 357 206 1,492 25%
2024 230 878 163 297 1,568 25%

Incineration

Physical
Treatment

General
waste re-
cycling and
disposal

1,819 78

513 22

1,702

451

216

72

19

1,648

399

312

70

17

13

694

305

597

43

19

37

607

316

945

Quan-| Quan-| Quan-| Quan-| Quan- |
& tity & tity & tity & tity &

32

17

51

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 hazardous waste recycling rate in 2024 is 0%.

At e A “a W " e s A e,
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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
i environment for employees, ensure that products comply with laws
| and regulations, and reduce environmental pollution.

L}

1

Meet the requirements of the Restricted Substance List.

Ensure suppliers’ understanding of chemical management to pro-
tect personnel and the environment.

4.6.2 Exposure Control during Chemical Use and Source Management

We safeguard both employee occupational health and environmental protection by establishing a
San Fang Chemical Control List, referencing internationally recognized databases and regulatory
conventions. Before introducing any new chemical, we conduct a comprehensive health, safety, and
environmental assessment. In addition, we have set up a registration and review procedure prior to
chemical adoption to ensure effective management and to achieve the goal of minimizing environ-
mental impact.

P Hazardous Substance Management Process

________________________________________ \\
|
' @ Identify International Regulations and :

Customer Requirements
________________________________________ \\
|
|
SFC Hazardous Substance Manage- ]
! ment Regulations
|
________________________________________ \\
!
|
Suppliers Provide Compliance Docu- [

ments and Reports




Happy Career and Social
Prosperity

® 5.1 Company Workforce Structure and Em-
’ ployment

® 5.2 Employee Relations

Occupational Safety and Health Man-
@53
agement

©® 5.4 Social Contribution




Table of Message from
Contents the Chairman

Happy Career and
Social Prosperity

) (AboutThis) (Operational
Report Governance /- \_Value _

B s

T Nt

5.1 Company Workforce Structure and Em-
ployment

Significance of Employee Training, Development, and Recruitment to San Fang

The Company conducts annual training plans linked to business strategies, establishing functional
indicators and corresponding training courses to ensure continuous human capital development,
thereby improving production efficiency, quality, and customer service.

Currently, through diverse recruitment activities, the Company ensures sufficient workforce supply
and continuously expands recruitment channels via on-site job fairs, online recruitment platforms,
and industry-academia cooperation.

S N
Impacts

Positive impacts:

Education and training: Knowledge and experience are preserved through the
internal knowledge management website. At the same time, the Company
promotes an online learning platform to provide diverse and flexible learning
channels.

Recruitment: Campus information sessions and recruitment events help
positively convey the Company's employer brand image. Participation in on-
site recruitment events strengthens connections with nearby communities,
provides employment opportunities, and fosters a positive cycle.

Negative impact:

Education and training: Each year, the annual training execution rate is as-
sessed, and improvement suggestions are proposed for unexecuted courses
as a reference for the following year’s planning. The alignment of training
course planning with Company strategies is also reviewed annually.

Recruitment: In response to future labor shortages, the Company engages
with campuses to build relationships through information sessions and in-
ternship opportunities, while also reaching out to overseas talent to establish
a talent pipeline.

1. Education and training are designed to enhance the quality of human
capital, foster employees' career development, and enable employees to
grow alongside the Company. Improved work efficiency in turn supports
the achievement of financial targets.

2. A sound balance of workforce quality and quantity ensures the stable
operation of corporate functions and the smooth execution of business
activities.

: el . 3
San'Fang Chemica 3 Ld.fES'_G Sustainability Report

1. Training effectiveness is verified through satisfaction surveys (scores of
8.2 or above), assessments, and written feedback.

2. Regular evaluation of manpower gaps and recruitment achievement
rates ensures adequate resources are available to support operations.

Accelerate the digitization of training materials: to provide more
flexible and rapid learning, aligned with competency frameworks and credit
systems, thereby building high-quality human capital.

Diversify recruitment channels: In addition to online recruitment, ex-
pand collaboration with campuses and industry associations to broaden tal-
ent acquisition and strengthen the Company’s employer brand.

1. The effectiveness of training is evaluated through post-training tests, re-
ports, and practical exercises, measuring employees’ understanding and
mastery of content and ensuring effective knowledge transfer. Learning
reports further provide insights into employees’ perceptions of the train-
ing.

2. Recruitment efficiency is evaluated by calculating the recruitment cycle
(time from job posting to onboarding), while recruitment quality is as-
sessed based on employee retention, probationary period performance,
and resignation rates.

@ Tel: +886 (7)3712111 Ext.31276

edwardki@sanfang.com.tw | www.sanfang.com
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5.1 Company Workforce Structure

and Employment
5.1.1 Company Workforce Structure

In 2024, the Company had a total of 2668 employees in Taiwan, of which 1839 were male (69%) and
829 were female (31%) due to on the characteristics of the industry. In terms of age distribution,
there are a total of 1,009 employees under 30 years old (inclusive), accounting for 38% of the overall
company. This is largely due to a younger workforce in the overseas factories in Vietnam and Indone-
sia.

Age Distribution 2022 2023 2024

30 years old and below

30 - 40 years old (inclusive) 721 680 647

40 - 50 years old (inclusive) 363 379 374

Male 50 - 60 years old (inclusive) 112 120 133
Over 60 years old 12 13 14

Subtotal 1750 1821 1839

Percentage % 69% 70% 69%

30 years old and below 281 301 338

30 - 40 years old (inclusive) 309 312 312

40 - 50 years old (inclusive) 154 145 142
Female 50 - 60 years old (inclusive) 41 31 35
Over 60 years old 1 0 2

Subtotal 786 789 829

Percentage % 31% 30% 31%

Total 2536 2610 2668

5.1.2 Employment

The Company adheres to fair, open, and impartial procedures and recruits employees through multi-
ple recruitment channels, such as job search sites, campus recruitment campaigns, government em-
ployment service stations, and industry-academia collaboration. We do not discriminate against em-
ployees 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 1070 new employees were hired for the group during
2022-2024.

At the end of 2024, the number of female employees reached 101, representing around 20% of the
total workforce, with female first-level managers accounting for 8%.

Joined in 2022 Joined in 2023 Joined in 2024

Total Number 1187 1196
Gender Male | Female Male | Female Male | Female
Number 778 | 409 | 816 | 380

Percentage 65.50% | 34.50% 71.30% | 28.70% 68.20% 31.80%

XCovering Taiwan, China, Indonesia, and Vietnam

The Company complies with Article 38 of the People with Disabilities Rights Protection Act in Taiwan,
which requires a statutory quota for the employment of people with disabilities. By doing so, we fulfill
our social responsibility in hiring individuals with disabilities. In addition, we assign suitable job posi-
tions based on their specific physical or functional limitations to ensure the protection of their work
rights and provide an inclusive and supportive work environment. The Company's employment of
persons with disabilities in the most recent three years is summarized as follows:

Number
Statutory Employment Quota 5 5 5
Number of Employees with Dis-

abilities Hired 6 4 >

Applicable Quota 8 5 6

Number of Employees with Dis- 3 0 1

abilities in Excess of Quota

Excess Percentage 60% 0% 20%

XThis table only applies to Taiwan
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5.2 Employee Relations

5.2.1 Employee Remuneration

The Company reviews both operational performance and employees’ economic stability each year.
In July, fixed salary adjustments are made for different job grades based on profitability, the con-
sumer price index, and the contribution of each function, among other factors. In addition, perfor-
mance-based salary increases are awarded according to individual employee performance, encour-
aging colleagues to strive for excellence. Before the Lunar New Year, the Company grants a year-end
bonus based on profitability, typically averaging 2 to 4 months’ salary. In 2024, with lower raw material
prices and a recovery in profitability of shoe materials, earnings increased significantly compared with
previous years, and the year-end bonus amounted to 5.6 months. 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:

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

Currency: NTD in Thousands

Average Number (persons) 519
Average Annual Salary (NTD in thousands) 731 848 1,014
Median Annual Salary (NTD in thousands) 694 808 971

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

5.2.2 Employee Bonus

In order to encourage employees to continuously enhance work efficiency and performance, the
Company has established the Proposal Improvement Management Procedure to motivate employees
to actively submit improvement proposals, along with a tiered reward system based on the level of
improvement achieved. The Company also implements a variety of performance incentive mecha-
nisms, including the Efficiency Bonus Issuance Regulations, under which efficiency and business bo-
nuses are distributed monthly according to operating performance, to inspire employees to continue
innovating and contributing.

(9 3 San'Fang ChemicalIndustky Co., Ltd. ESG Sustainability Report

To further support the development of production, business, and R&D units, the Company has intro-
duced a quarterly achievement bonus to reward employees who excel in expanding new business
and developing new markets. At the same time, the Company encourages employee involvement in
innovative R&D through the Employee Patent Application and Reward Guidelines, which provide re-
wards or profit-sharing opportunities for employees who file patents.

To ensure that employee contributions are closely linked to annual performance, the Company has
also implemented the Regulations for the Payment of Year-end Bonuses, the Regulations for the Issu-
ance of Employee Remuneration, and the Regulations for the Implementation of the Earnings Distri-
bution Plan, ensuring that overall operating results are aligned with employee contributions. Among
these, the Implementation Rules of Year-end Bonuses and the Employee Remuneration Approval
Method establish differentiated job-point standards based on employee titles, thereby motivating
employees to pursue excellence in performance and achieve career development.

5.2.3 Talent Cultivation

In the face of rapid global economic changes, we recognize that the accumulation of human capital
is the cornerstone for building the Company's competitive advantage. Based on the Employee Edu-
cation and Training Implementation Guidelines, we have established a systematic human resource
training framework dedicated to enhancing the competency development of employees across all
management levels and functional departments. Through the advancement of professional skills
and cross-functional training, we are actively cultivating 1-shaped talent, ensuring that employees
are equipped to adapt to future challenges and opportunities. San Fang's education and training
system encompasses three core dimensions: Management Study (M), Professional Training (P), and
Self-Development (SD) (see the Education and Training System Chart for details). Training plans are
designed to correspond to employees' different stages of career development. Training content in-
cludes pre-employment programs, competency-based management training by hierarchy, and func-
tion-specific professional skills training, ensuring that employees acquire the appropriate knowledge
and skills at each stage of their career growth.

In practice, we encourage employees to strengthen their fundamental professional abilities through
“learning by doing,” while providing managers at various development stages with structured man-
agement credit training. This helps them accumulate essential managerial competencies on the foun-
dation of solid professional expertise. By doing so, we ensure that every employee can continue to
grow throughout their career, cultivating the next generation of core talent for the Company.
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5.2.3 Talent Cultivation

In 2024, the average training hours per employee were 46.5 hours. Train-
ing hours for management positions decreased slightly by 4.1 hours, while
training hours for non-managerial staff declined by 14 hours compared to
the previous year. The Company's education and training programs focus on
strengthening the competency development of supervisors at all levels, with
a phased and progressive approach to enhancing management capabilities
as well as professional technical skills across functions, in order to achieve the

Company's talent cultivation objectives.
Unit: Hours

Year/Category

2022 |
2023 |

2024 |

Training System and

Talent Cultivation
Activities

E-learning system
establishment and Al
issues

Executives implement
experience and tech-
nology transfer.

Promotion of edu-
cation and training
systems for overseas
factories

Promotion of the
TTQS system

Level 2 and High-

All Employees er Supervisors Employees
61.3 | 74.4 | 58.1
60.3 | 743 | 56.7
465 | 702 | 42.7

Inner meaning

We will build a digital learning platform and diversify ed-
ucation and training tools to help each employee achieve
continuous learning through hybrid learning tools. In 2024,
we will introduce Al application software and hold training
sessions to prepare for the challenges and opportunities of
the coming Al era.

The supervisors of each function and level are responsible

for developing the Company’s future talent, implementing

the accumulation and transfer of technical experience, and
cultivating high-potential individuals.

We have continued to organize management training at
overseas plants to promote local talent development. The
Company will extend its training system to overseas factories
and implement a talent capital evaluation system concur-
rently.

In 2023, the Company successfully passed the TQS evalua-
tion and will further optimize the PDDRO process to contin-
uously improve the Company'’s training system and enhance
the training quality across all plants.

Non-managerial

» SFC Chemical Education and Training System Diagram

S Training
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5.2.3.1 Employees’ career development

To continuously cultivate employees’ abilities and support career development in line with individual aspirations, the Com-
pany launched the “Implementation Guidelines for Cross-Departmental Internship Rotation (Windmill Project)” in 2024. This
program enables employees to engage in ongoing learning and growth, fosters cross-disciplinary talent cultivation, en-
hances the accumulation of human capital, and is integrated with the Company’s promotion system. In 2024, two employ-
ees successfully completed the program, and we will continue to expand cross-functional talent cultivation in the future. To
complement this initiative, the Company also established the “Guidelines for the Implementation of Functional Mentorship
and Rewards (Master Guide Program)’, designed to develop internal professional instructors. In March 2024, 27 internal
lecturers completed the training program, each receiving a certificate and monetary incentive as encouragement.
Additionally, in alignment with the Company’s strategic planning and business objectives, the 2024 Annual Training Plan was
formulated. It includes competency-based management training for supervisors at all levels to strengthen leadership skills,
as well as specialized technical training tailored to different functional units. These initiatives aim to support employees in
continuous learning, personal growth, and professional advancement throughout their careers.
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5.2.3.2 Enhancing the Development of Management Talent

Through industry-academia collaboration programs, the Company has defined its core competencies
and management competencies. These serve as the cornerstone of our education and training plan-
ning, enabling us to identify key talent and cultivate managers at all levels, thereby achieving a win-
win outcome for both the Company and its employees.

Core Competencies TR (et
(30) -

Demonstrates high moral standards and trustworthy behavior; upholds organiza-
C1 Honesty and Integ- ' ) . o o ) o )
- tional integrity as a guiding principle, and understands the impact of violating ethical
standards on the organization, oneself, and others.

Understands the needs and balance across and within departments; actively partici-
pates in and supports teams and the organization; effectively collaborates with others
in a spirit of altruism to achieve shared goals.

C2 Team Awareness

C3 Root Cause Investi- ' Carefully considers and handles all details during task execution; precisely reviews
gation each procedure; and maintains sustained focus and attention to ensure accuracy.

Management Compe-
tencies (3M)

M1 Continuous Learn-
ing

Inner meaning

Exhibits strong self-improvement motivation; actively seeks and participates in oppor-
tunities to acquire new knowledge and skills needed for tasks; applies them effectively
to professional assignments; and leads by example for others to emulate.

Maintains strong persistence in achieving required goals and deliverables; ensures
M2 Results Orientation ' compliance with quality standards while fostering team harmony; meets organization-
al needs and completes tasks on schedule.

M3 Communication
and Coordination

Listens respectfully to others to fully understand the source of issues; effectively
negotiates and coordinates the allocation of key resources.

Competency
Foundation

Proactivity

Inner meaning

Works independently without the need for instruction; takes immediate action to
resolve problems; and proactively proposes improvements and solutions to achieve
goals.

Takes full responsibility for assigned tasks without evasion; completes objectives in
compliance with quality standards; and remains attentive to the Company's opera-
tions and strategic objectives.

Accountability

4 . 4 . 4 .
] 1 ] 1 C ] 1
Hones- vl Team | Hea | Contin- |} ommu- | Results |
Cause nication q
ty and | Aware- ! Investi 1 uous ! e, 1 | Orienta- !
. | ] - | ] . | ] .
Integrity . ness . gation . | Learning , dieien . tion .
1 1 1 1 1 1
A ’ A ’ A ’

) )

(@] (O] )

( Proactivity )
( Accountability )

5.2.4 Overtime and Extra Hours Worked

According to the Company’s relevant regulations and standards, forced labor is prohibited. In addition
to complying with labor laws and regulations, if emergency orders arise or overtime work is required
due to personnel adjustments, unit heads must obtain employee consent before approving overtime
applications. Except for overtime work not exceeding 46 hours per month, daily overtime work should
not exceed 4 hours. Furthermore, employees must comply with the legal requirement of one day of
rest after every seven days of work, and continuous workdays should not exceed 6 days, to ensure
employee health and a work-life balance. Starting in 2024, we will strengthen the management of
weekly overtime limits to meet international human rights and brand standards. Furthermore, based
on our respect for the rights of employees after working overtime, employees can receive compen-
satory leave or overtime pay after working overtime. In 2024, the Company was not subject to any
penalties from labor inspections related to non-compliance with labor conditions (working hours and
overtime pay).

| 2
| % |
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5.2.5 Improvement plan and reward and punishment system

The Company conducts performance evaluations every six months to optimize supervi-
sors’ communication and coordination skills and to demonstrate their accountability. This
encourages supervisors to hold performance interviews, allows employees to conduct
self-evaluations to showcase their performance, facilitates two-way communication, and
assesses employees’ work performance. For employees with poor work performance, we
have established the "Implementation Guidelines for Performance Improvement Plans"
to actively remind supervisors to maintain positive communication with underperforming
colleagues, provide regular coaching and assistance to help them improve, ensure they
can return to their usual performance level, and enhance their work capabilities to meet
the unit's functional requirements.

The Company's HR Management Regulations stipulate a reward and punishment system.
Employees who make special contributions to the Company will be recognized with merit
points, bonuses, salary increases, and other incentives. A separate reward system is in
place for improvement proposals and innovations. If there is any violation of the Compa-
ny's regulations, the Company will provide the employee with an opportunity to explain
and seek improvement suggestions through the management process or submit a dis-
ciplinary action report for approval. The Company will not use any unreasonable verbal
abuse, physical punishment, or any intimidation or unfavorable treatment that would
cause the employee to feel fear.

5.2.6 Human Rights Policy and Risk Identification

We firmly believe that respecting human rights and creating a dignified working environ-
ment 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 Na-
tions 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.
In 2024, the Company conducted online learning sessions covering the Human Rights
Policy, Employee Complaint Management Regulations, Attendance Management Imple-
mentation Guidelines, and Personnel Management Regulations. A total of 111 supervisors
across all levels completed the training, ensuring a thorough understanding of the Com-
pany’'s commitment to human rights and labor rights.

Based on this policy, we have carried out various management guidelines, including the
prohibition of child labor, the prohibition of forced labor, the strict prohibition of discrimi-
nation, respect for freedom of association, the establishment of multiple grievance chan-
nels, regular human rights awareness promotion, the creation of a fair and safe working
environment, and the assurance of full freedom of movement. These measures effectively
embody the universal value of putting human rights first and ensure that everyone in the
workplace is fully protected in body and mind.

In 2024, the Company’s audit unit conducted online training and promotion of the "Ethical Corporate Manage-
ment Best Practice Principles" and "Codes of Ethical Conduct" in Taiwan, with a total of 487 completions.

The Company regularly evaluates existing mechanisms and measures through internal and external audits to en-
sure effective risk mitigation for abnormal issues.

We comply with international conventions and the Labor Standards Act, and

Prohibition of forced labor C prohibit all forms of forced labor in the process.

(VN

The extended working hour management shall be in compliance with local
Reasonable working hours laws and regulations to prevent overtime work and safeguard employees from
overwork by controlling their weekly working hours.

Fair treatment No discrimination or differential treatment of any kind is prohibited.

(oMo
(VN

Formulated the "Guidelines for Prevention and Management of Sexual Ha-
Anti-harassment rassment," providing education and training to management and female col-
leagues, and establishing a "complaint channel for workplace violations.

Freedom of Association (e | Employees may join the trade union and organizations at their own discretion.
. . Responsible for the fair implementation of various systems, including respon-
Labor rights protection ) } ) } ! -
sible recruitment, remuneration, evaluation, education, and training, etc.
Good Health and Safety Cc (Ejllmlnate various health hazards_ in the work environment and effectively re-
C uce the risk of occupational accidents.

Through diverse channels and grievance methods (hotlines, email, opinion
Diverse communication channels boxes, etc.), employees or external stakeholders can provide feedback or re-
port suspected violations.

C

(VN

Formulated the "Personal Data Protection Management Regulations" to pro-
Personal data/Privacy protection tect the personal data and privacy of employees. New employees sign the
"Consent for Personal Data Use" upon starting work.

- . 5 - i
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5.2.7 Management of Child and Youth Workers

According to Taiwan's Labor Standards Act, workers who are over 15 years old but under 16 years
old are classified as child workers. In accordance with the Company’s Personnel Management Regu-
lations and the Child and Youth Worker Management Guidelines, it is explicitly stipulated in our hu-
man resources policy that the employment of child labor is strictly prohibited. For workers recruited
through industry-academia collaboration — including summer part-time students, semester part-
time students, or regular employees — as well as foreign migrant workers introduced from Indone-
sia, the minimum employment age requirement is 18 years old. For relevant recruitment, in addition
to resume screening conducted by HR staff, applicants are also required to provide a copy of valid
identification during the interview to verify their eligibility and confirm that they are not underage
workers. As of December 31, 2024, the Company has not employed any child workers.

5.2.8 Responsible recruitment and employment

In response to brand requirements, since 2020 the Company has participated in third-party verifica-
tion under the Social and Labor Convergence Project (SLCP). This process integrates various social
responsibility verification mechanisms, making it easier for brand partners to understand the Compa-
ny's labor conditions and practices, while also driving the Company toward continuous improvement.
At present, the Company's SLCP verification results have been shared with brand partners including
Nike, adidas, New Balance, Columbia, and others. During the verification process, the Company has
met the requirements of the management system in the areas of recruitment and employment, work-
ing hours, wages and benefits, employee treatment and participation, health and safety, and termina-
tion of employment.

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. Currently, the Company has implemented a zero-fee policy for hiring foreign Employees to meet
brand requirements, and complies with all annual employment regulations. Current partner domestic
and foreign agencies are prohibited from collecting any additional recruitment fees, which are all paid
by the Company.

q-
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5.2.10 Complaint System

To prevent workplace sexual harassment and to safeguard gender equality and human dignity, San
Fang has implemented the Sexual Harassment Prevention and Control Management Guidelines since
2002. In light of recent sexual harassment incidents in Taiwan and the amendments to the Act of
Gender Equality in Employment, the Company completed revisions to its internal guidelines in 2024.
In accordance with legal requirements, the revised guidelines were publicly announced and training
was provided to all employees to ensure full awareness. Employees encountering sexual harass-
ment incidents may file complaints with the Company’s Personnel Review Committee. Investigations,
handling, reviews, and case closures must be completed within three months as required by law. To
further protect employees' rights at work, the Company has also established the Employee Complaint
Management Measures and installed an employee suggestion box. Employees are encouraged to
report any unfair treatment or violations of rights through written submissions or email to the HR de-
partment. The review, investigation, and response mechanisms will then be activated in accordance
with established procedures. The Company has also adopted a Codes of Ethical Conduct and Ethical
Corporate Management Best Practice Principles. Through regular training and public disclosure on
the Company’s external website, all stakeholders—including suppliers, employees, and customers—
are encouraged to report unlawful conduct. These measures help ensure proper corporate opera-
tions and reduce potential risks.
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P In Taiwan, seven training sessions on Sexual Harassment Prevention and Control Promo-
tion were held in 2024 with the following results:

Personnel type Number of attendees Training completion rate

Level 1 Managers (including

38 participants 88.30%

Vice Presidents)
Level 2 Managers 46 participants 79.30%
Female employees 68 participants 81.90%

5.2.11 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 com-
mittees 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 2024, a total of
282 employees joined the labor union, accounting for 48%.

5.2.12 Collective Bargaining

The Company has established multiple communication channels, including an employee suggestion
box, e-mail, and telephone extensions. In particular, reqular monthly meetings are held with the labor
union to understand employees' needs and to maintain communication with company management.
These meetings have been effective to date, and minutes are kept for reference. As of December 31,
2024, 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.

5.2.13 Flexible Working Hours

Since late October 2023, the Company has implemented a flexible working hours system in its in-
direct departments, enabling employees to arrange their work schedules more flexibly to balance
family needs and commuting safety, while also reducing the risk of traffic accidents. After six months
of implementation in 2024, the Company conducted a satisfaction survey and collected 121 valid re-
sponses. The survey results indicated that most employees believed the system improved work effi-
ciency, optimized commuting arrangements, and reflected the Company’s attentiveness to employee
needs. The system remains in effect, and the Company will continue to evaluate whether to expand
its scope of application to additional departments.

5.2.14 Industry-Academia Collaboration and Campus Recruitment

In 2024, the Company participated in nine campus recruitment events to identify potential talent
at an early stage, with a particular focus on nearby schools such as National Sun Yat-sen University,
National Kaohsiung University of Science and Technology (Chien-Kung and First Campuses), I-Shou
University, and National Kaohsiung Girls’ Senior High School. The aim was to encourage local talent to
remain in Southern Taiwan for employment. In the central region, the Company also participated in
recruitment events at Feng Chia University and Tunghai University. In addition, in 2024, the Company
signed off-campus internship agreements with National University of Kaohsiung and I-Shou Universi-
ty. A total of four students participated in the internship program, including two Vietnamese students.
This initiative has strengthened the connection between the Company and academic institutions
while supporting the cultivation of international talent.

A e |
2024 National Sun ¥aé—ser1'U'mJVersity
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Name of activity in 2024 Number of participants (including family
members)

Shoushan Parent-Child Hiking Activity 260

Bowling Competition 110

Private Cinema Screening Event 253

2024 National Feng Chia University =t 2024 Tunghai University Badminton Competition 105
Parent-Child Fruit-Picking Event 219

5.2.15 Employee Welfare Committee

The Company has established an Employee Welfare Committee in Taiwan. In accordance with legal re-
quirements, the Committee is composed of labor representatives appointed by the union, alongside
employer representatives appointed by the Company. The Welfare Committee's funds are derived
mainly from allocations of the Company’s operating income, proceeds from scrap sales, and employ-
ees' monthly welfare contributions. These funds are used to provide meal subsidies, festival bonuses,
birthday gift vouchers, as well as medical, funeral, and wedding assistance for employees and their
families. Scholarships are also made available. To further support employees’ work-life balance, the
Committee organizes annual recreational and leisure activities, as well as both domestic and overseas
travel opportunities, either through group tours or self-funded arrangements. In 2024, the Welfare
Committee organized a variety of activities, including parent-child hiking, bowling competitions, mov-
ie screenings, badminton tournaments, and fruit-picking events. These activities helped employees
relieve stress from daily work while promoting camaraderie, family bonding, and a positive workplace
atmosphere.

In addition, to enhance employees' health and foster cross-departmental interaction, the Company
also provides subsidies for employee clubs. Currently, the mountain climbing and badminton clubs
each organize at least one activity per month.

Amount
NT$

((991 San'Fang Chemical Industry Co., Ltd. ESG Sustainability Report

8,134,857 8,919,309 8,209,062
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5.2.16 Parental Leave and Leave without Pay for Employees

According to the Gender Equality in Employment Act, female employees are entitled to menstrual
leave. In addition, the Company also provides convenient motorcycle parking spaces for pregnant fe-
male employees to facilitate their commuting. Furthermore, the Company’s Personnel Management
Regulations stipulate that a female employee may apply to her unit supervisor for a transfer to easier
work during pregnancy in consideration of maternal and child protection and return to her original
position after the end of her maternity leave. The application of pregnant employees to work over-
time is strictly controlled, and female employees are reminded to evaluate the necessity of working
overtime during pregnancy.

In addition, to help employees strike a balance
between work and childcare, both male and
female employees are entitled to apply for un-
paid parental leave according to law. With their
positions reserved, they may take care of their
family and young children before returning to
the workplace. During 2022-2024, there are
employees applied for unpaid parental leave,
and the average number of days of unpaid pa-

F'

’ tfeeding room

rental leave was 436 days. The reinstatement
rate of employees returning from parental

5.2.17 Employee satisfaction

The Company conducts an employee satisfaction survey every year in accordance with the require-
ments of the quality management system to understand employee needs and make continuous im-
provements. In 2024, a total of 351 valid questionnaires were collected, with a response rate of 74%
and an overall satisfaction score of 72. The survey results show that the production and administrative
departments responded most positively to the increase in salaries and benefits. The R&D department
is more concerned with improvements to the management system, communication, and corporate
image, while the sales department is more satisfied with employee development opportunities. The
survey results were discussed at the July review meeting, with an in-depth exploration of each depart-
ment's shortcomings. In the future, we will focus on three key areas: strengthening cross-departmen-
tal communication and coordination, improving the work environment and enhancing team cohesion,
and increasing employee care and support. We hope these measures will further improve employee
satisfaction and promote the Company’s long-term development.
(Scored 1-5)
3.68 3.64 3.49

Corporate image and culture

leave after a period of time reached 100%.

P Overview of employee parental leave applications

Number of Days | Number of Days "
Year/Item LeLEL I?ays i of Unpaid Leave of|of Unpaid Leave off Relnst:?\tement
paid Leave retention rate
Female Employees| Male Employees
686 686 0

2022 100%
2023 400 400 0 100%
2024 284 284 0 100%
Total 1,308 1,308 0 100%

Quiality service 3.68 3.72 3.56

Salary and benefits 3.43 33 3.05

Management system and com- 353 354 335
munication

Employee development 3.59 3.54 3.38

Working environment 3.8 3.77 3.50

TS
w MR

_Parent-friendly parking spots
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5.2.18 Employee Shareholding Trust (o) Pension System New System Old System

Since March 2024, the Company has im- Implementa-

plemented the "Employee Shareholding tion Status éIé Legal

Trust," allowing employees to participate in = Basis Labor Pension Act Labor Standards Act

shareholding. Employees contribute a fixed o—

amount each month, and those meeting The program commenced

eligibility criteria receive a corresponding ) ) : ans Contri- A pension contribution of 6% of the employee's The Labor Retirement Reserve Fund
) ) in March 2024, with the first buti monthly saIaP/ is made to their personal account at is contributed monthly (with a 15%

company subsidy. If the Company achieves deducti in April 2024. B ution the Bureau of Labor Insurance, based on the Table of contribution rate) to a dedicated

its profit targets, the subsidy ratio will eductions in Apri - By Method Monthly Contribution Wages for Labor Pensions. account at the Bank of Taiwan.

increase the following year. Contribution December 2024, there were

standards also vary by job title, with higher 444 members enrolled, rep- 2024 22,711 thousand 23,944 thousand

positions required to contribute higher resenting a participation rate of I contri- (47,693 thousand in total)

amounts, thereby encouraging employees 80.1% Ty bution

to demonstrate strong performance. This 70 overview

measure supports employees’ long-term
savings, strengthens their commitment to
the Company, and contributes to retirement
planning.

5.2.20 Personal Data Protection Policy

To protect the privacy of employees and partners, the
Company has established the "Personal Data Protec-
tion Management Regulations" (details available at

The Company shall appoint appropriate personnel with
corresponding responsibilities for personal data protec-
tion and management, as required by personal data pro-

5.2.19 Retirement System

1. The Company has established the "Regulations for the Implementation of Preferred

Retirement," which provide benefits more favorable than those required by law.

Company Website: https://www.sanfang.com/interest-
ed/), and is committed to complying with all relevant

tection and management regulations. All units shall bear
the responsibility for personal data management and

2. In addition, the Company has reported to government agencies that we have estab-  data protection laws and regulations to ensure the  ensure compliance with the Personal Data Protection Act
lished _the Labor Pension Reserve Supervision Committee to be responsible for the  secyrity and confidentiality of personal data. and the requirements of these Regulations. The allocation
allocation of labor pension funds. i ) ) ) of custody responsibility for each unit is as follows:

3. For employees covered by the Labor Pension Act (new system, effective July 2005), ~ When collecting personal data, the Company clearly in- . . ,

) ; ) ) 1. All employees, directors, supervisors, consultants, etc.:
the Company contributes 6% of the employee’'s monthly wage to their personal forms employees or partners of the purpose, retention )
) ) ) o ) ) ) HR Department, Finance Department, and related
pension account. Employees may also voluntarily contribute up to an additional 6% period, and method of use, and obtains their consent )
of their monthly wage. Employees may voluntarily make an additional pension con- before processing. umt's. ] . .
tribution limited to 6% of their monthly salary. 2. Business partners: Procurement Office, Engineering

4. The Finance Department appoints an external actuary to prepare pension actuarial ~ Puring onboarding, new employees receive an in- Office, Management Office, Finance Office, Environ-
reports in line with regulations. Each February, the HR Department conducts an ad- troduction to the policy and sign a Personal Data mental Safety Office, and related departments.
equacy assessment of the old pension system and ensures sufficient contributions Use Consent form. This has been incorporated into 3. Customers: Marketing Department I, Marketing De-
are made in accordance with the law. pre-employment training. In 2023, two supervisor partment II, Business Management Group, Finance

5. The Company’s overseas subsidiaries adopt a defined contribution plan and make  awareness sessions were held, with 55 participants Department, and related units.
pension cgntr{butlons m.accordance with local laws and regulatlgns. o and 55 total training hours. In 2024, 40 new employees 4. Shareholders: Finance Department.

6. The ‘;ollowmg is an (ljverwev::o;the Company; r;evv ar:dfold an5|on conltnbutlons: received training, totaling 20 hours. Ongoing sessions 5. Job applicants: HR Department and heads of request-

/. AsO 2024' 12 employees of the Company might apply for voluntary retirement will continue to ensure all employees fully understand ing departments.
under Article 53 of the Labor Standards Act, and have completed the departure ) L

the policy. 6. External contractors, brokers, and consulting firms: HR

process in accordance with relevant retirement regulations.

QO 1 San'Fang ChemicalIndustky Co., Ltd. ESG Sustainability Report
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5.3 Occupational Safe-
ty and Health Man-
agement

e

e ——
Metrics and Targets

Positive impact: Proactive occupational safety and health manage-
ment prevents accidents that could cause harm to personnel and
property. A friendly work environment also enhances work efficiency.

Negative impact: Continuous investment of resources and costs is
required for safety equipment upgrades and risk monitoring.

1. Comply with and exceed government regulatory standards to
ensure workplace safety and employee health.

2. Continuously strengthen contractor safety management to en-
sure that external partners comply with occupational safety reg-
ulations.

1. Achieve zero major workplace accidents and continuously reduce
the rate of occupational injuries.

2. Ensure a 100% safety compliance rate for contractors, with all
external personnel receiving safety training and passing exam-
inations.

Significance of Occupational Safety and Health to San Fang

Corresponding sustain-
ability indicators

Happy Career and
Social Prosperity

L

Occupational safety and health are the fundamental cornerstone of establishing a safety culture in an enterprise. Only by implementing the core value of
putting people first can sustainable corporate development be ensured.

roTTTTTETEEETEEEE TS D—.
Actions

Risk assessment and improvement: Conduct operational risk and
equipment safety analyses, and mitigate hazards through engineer-
ing improvements, administrative management, and personal pro-
tective measures.

Safety education and promotion: Develop and display safety
slogans in each unit, and provide occupational safety information
through QR codes and digital learning.

Contractor management: Require all external personnel to com-
plete online safety education and training before entering the plant,
ensuring compliance with safety standards.

Safety performance tracking: Regularly monitor workplace acci-
dent data to ensure effective implementation of improvement plans.

External audit and internal review: Verify compliance with occu-
pational safety management requirements through inspections by
government agencies, third-party certification bodies, and internal
audits.

Tel: +886 (7)3712111 Ext.31520

tedlin@sanfang.com.tw | www.sanfang.com

403 Occupational health and safety
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5.3 OCCUpationaI Safety and Health 5.3.3 Promotion of Occupational Safety and Health

Management 0

5.3.1 Occupatlonal Safety POIICy and ObJeCtIVES In order to grasp the status of employees' working environment and assess their

. . . ) ) ) ) | exposure, we have established and implemented a working environment moni-
We are committed to developing a "Friendly Workplace" by analyzing operational risks and equipment toring plan. Every six months, we commission a working environment monitoring
safety impacts. Starting from intrinsic safety management, we progressively review and implement institution approved by the Ministry of Labor for testing in order to maintain the

safety of employees in the working environment.

engineering improvement, administrative management (personnel safety awareness), and provide
protective equipment or safety protection devices to reduce hazards and risks.

- - 0
5.3.2 Occupational Safety and Health Committee

The Company regularly implements workplace abuse prevention and hazard iden-

The Company strives to reduce the occurrence of occupational disasters for employees. Therefore, [ [Iil] tification for strenuous work every year to identify and assess hazards and take im-
the Company established the "Occupational Safety and Health Committee" in accordance with the provement measures accordingly, such as providing personal protective equipment
law, with Management Representative and Vice President Wei-Chu Chen as the chairperson. The and personal safety protection.

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

III. Safety Awareness Education
The safety slogans are posted on the public announcement boards of each unit.
Occupational health and safety work rules are made into QR codes for employees
to download and refer to at any time. The automatic inspection of the E-dReg sys-
tem will be officially implemented in April 2025.

@) 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.

Occupational Safety and Health Committee.




Table of Message from
Contents the Chairman

About This Operational Shared Environmental
Report Governance Value Sustainability

(Appendix )

@) V. Workplace Disaster Management

We take our employees seriously and treats them as family members. With a fo-
cus on safety, we have purchased safe production machinery and equipment and

W provided employees with personal protective equipment (such as safety shoes and
cut-resistant gloves). We also regularly activate the work safety analysis mechanism
to reduce work-related injuries.

@) VI. Education and Training

1.

Internal education and training: To strengthen the occupational safety aware-
ness of employees, we organize internal education and training to remind em-
ployees of the importance of safety and health, disaster prevention, labor laws
and other precautions, and workplace safety. A total of two sessions were held
in 2024.

External education and training: On-the-job education and training are provid-
ed to enhance the safety and health knowledge of workers.

The fire safety management personnel arranges two fire drills and two evacua-
tion training sessions every year to equip employees with more fire protection
knowledge and familiarize them with equipment use.

5.3.4. Occupational Accident Statistics

1. The statistics about the occupational disasters in 2024 which were employee traffic accidents on
the way to or from work and accidents that occurred on the job are as shown on the right:

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

3. No occupational disease occurred to the Company's employees during the year.

4. The Company will promote the ISO45001 system in 2025 and strengthen Employees’ work safety

compliance based on this.

Type/Year 2022 2023 2024

Traffic accidents

during commuting g

Accidents on the
job

ecccccceccsccce
ecccccceccsccce

ecccccceccsccce

0000 0000000000000 00000 0000 0000000000000 00000000000000VNDININ

2022 2023 2024

Number of employees suffering from 5
occupational accidents

D Percentage of employees suffering 0.80%
(D from occupational accidents R

Disabli
isabling Frequency Rate 403
(FR)

0/0 Disabling injury severity rate 150.17
A Ayerage n'ur"nb.er of days lost due to 372
disabling injuries

X Number of work-related fatalities
"d)& (excluding commuting traffic accidents)

0.62%

3.08

19.54

6.3

1.02%

1.02

96.26

94.0

San Fang.Chemical Industry Co., Ltd..ESG Sustainability Repart

) —




Table of Message from
Contents the Chairman

About This Operational Shared Environmental J
) ( Report ) (Governance) <Va|ue> (Sustainability (Appendlx)

5.4 Social Contribution

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 commu-
nity, proactively provide resources for it, and work closely with it to promote development.
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Vietnam Factory

Care for the Blind

We donated to 80 visually impaired individuals, each receiving 10 kilograms of rice, one box of
instant noodles, and VND 100,000 in cash.



o
. <Tab\e of) <Message from) <About This) (Operational) <Shared> (Environmental ‘ (/—\ endix)
Contents the Chairman Report Governance Value Sustainability pp

Kaohsiung Factory:

The Company collaborated with the township office, the Renwu Development Association, and local
enterprises to organize a walking campaign. This activity encouraged community residents to enjoy
the warmth of nature and sunshine, while indirectly promoting their physical and mental well-being.

5.4.2 Educational Resources

We pay attention to the lack of resources in community elementary schools, and have worked
closely with the schools for a long period of time to provide supplies for school activities in order
to improve the quality of education. We sponsored after-school taekwondo activities to provide
Kaohsiung Factory: more opportunities for school children from disadvantaged families to participate in talent cours-
es, improving their physical and mental health and mitigate the problem of families’ after-school

We reward community schools to support students attending Renwu High School, junior high and
elementary schools, lessening the financial burden on their families and ensuring peace of mind
during their studies. This includes a subsidy for tuition and fees for residents of this neighborhood.

care.

A
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5.4.3 Medical and Health Care 5.4.4 Environmental Protection

Kaohsiung Factory:

San Fang supported the Houan Community Development Association in organizing a health
seminar, which was enthusiastically attended by local residents. In addition to promoting knowl-
edge on healthy eating, the event also emphasized the importance of regular exercise. A group
workout session was conducted on-site, with 150 participants joining the activity.

Kaohsiung Factory:

San Fang partnered with small farmers to promote the rural economy while protecting local
ecology and culture. A fruit-picking event in Meinong was organized, with a total of 219 employ-
ees and their families participating.

P N
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2-1

2-2

2-4

2-5

2-6

2-7

2-8

2-10

2-11

2-12

2-13

2-14

2-15
2-16

Disclosure Indicator

Organizational details

Entities included in the organiza-
tion’s sustainability reporting

Reporting period, frequency and
contact point

Restatements of information

External assurance

Activities, value chain and other
business relationships

Employees

Workers who are not employees
Governance structure and com-
position

Nomination and selection of the
highest governance body

Chair of the highest governance
body

Role of the highest governance
body in overseeing the manage-
ment of impacts

Delegation of responsibility for
managing impacts

Role of the highest governance
body in sustainability reporting

Conflicts of interest
Communication of critical concerns
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Corresponding Report Chapter

1.1

1.1

1.1

1.1

1.1

5.1

2.3.1

233

233

1.3

233

1.1

238
238

Editorial Principles

Editorial Principles

Editorial Principles

Editorial Principles

Editorial Principles

Industry Chain Diagram
Company Workforce Struc-
ture and Employment

The Company has no
non-employee workers.

Structure of the Corporate
Governance Organization

Operation of the Board of
Directors

Operation of the Board of
Directors

Stakeholder Identification
and Communication

Operation of the Board of
Directors

Editorial Principles

Ethical Management

Ethical Management

) . . l"' >

Remarks

No external

assurance is

provided at
this time.

2-17

2-18

2-19

2-20

2-21

2-22

2-23

2-24

2-25

2-26

2-27

2-28

2-29

2-30

Disclosure Indicator

Collective knowledge of the highest
governance body

Evaluation of the performance of
the highest governance body

Remuneration policies

Process to determine remuneration

Annual total compensation ratio

Statement on sustainable develop-
ment strategy

Policy commitments
Embedding policy commitments

Processes to remediate negative
impacts

Mechanisms for seeking advice and
raising concerns

Compliance with laws and regula-
tions

Membership associations

Approach to stakeholder engage-
ment

Collective bargaining agreements

Corresponding Report Chapter

233

241

233

233

5.2.1

1.2

1.2

238
52

2.3.10

239
413

226

1.3

5.2.15

Operation of the Board of
Directors

Risk Management Policy
Operation of the Board of

Directors

Operation of the Board of
Directors

Employee Remuneration
Message from the Chairman
Sustainable Promotion Orga-

nizational Structure

Sustainable Promotion Orga-
nizational Structure

Ethical Corporate Manage-
ment
Employee Relations

Complaint Mechanism and
Management

Implementation of Legal
Compliance
Environmental Fines

External Engagement

Stakeholder Identification
and Communication

Collective bargaining agree-
ments

Re-
marks
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GRI Topic and Indicator Corresponding Report Chapter GRI Topic and Indicator Correspzzohr;dpl':\egr RIS

Economic
Performance
GRI 201
(2016)

Energy
GRI 302
(2016)

Water and
Effluents
GRI 303
(2018)

201-1

201-2

201-3

201-4

302-1

302-3

302-4

303-1

303-3

303-4

303-5

Direct economic value generated and
distributed

Financial implications and other risks
and opportunities due to climate
change

Defined benefit plan obligations and
other retirement plans

Financial assistance received from
government

Energy consumption within the orga-
nization

Energy intensity

Reduction of energy consumption

Interactions with water as a shared
resource

Water withdrawal

Water Discharge

Water consumption

222

2.4

5212

223

4.2

43

After-tax Net Income
and Earnings per
Share

Risk Management

Retirement System

Government Subsi-
dies/Incentives

Energy Management

Water Resource Man-
agement

Emissions
GRI 305 (2016)

Waste
GRI 306 (2020)

Occupation-
al Safety and
Health
GRI 403 (2018)

Training and
Education
GRI 404 (2016)

Freedom of
Association
and Collective
Bargaining GRI
407: (2016)

Operational
Governance

305-1

305-2

305-4
305-5
306-3
306-5
403-3

403-4

403-5

403-7

404-1

404-2

407-1

Direct (Scope 1) GHG emissions

Energy indirect (Scope 2) GHG emis-
sions

GHG emissions intensity
Reduction of GHG emissions
Waste generated

Waste directed to disposal
Occupational health services

Worker participation, consultation,
and communication on occupational
health and safety

Worker training on occupational
health and safety

Prevention and mitigation of occupa-
tional health and safety impacts di-
rectly linked by business relationships

Average hours of training per year per
employee

Programs for upgrading employee
skills and transition assistance pro-
grams

Operations and suppliers in which the
right to freedom of association and
collective bargaining may be at risk

San Fang Chemlc.allndustry -Co Ltd.. ESG Su.ggama

44

4.5

53

523

345
52.14

Greenhouse Gas
Reduction

Waste Manage-
ment

Occupational Safety
and Health Man-
agement

Talent Cultivation

Risk Assessment
Freedom of Associ-
ation
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6.2 Sustainability Accounting Standards Board (SASB) Reference Table

TOPIC CODE METRIC Corresponding Report Chapter
NA CG-AA-000.A Number of (1) Tier 1 suppliers and (2) suppliers beyond Tier 1 3.4 | Supply Chain Management
Percentage of (1) Tier 1 supplier facilities and (2) supplier facilities beyond Tier 1 in compliance
CG-AA-430a.1 ; ' .
with wastewater discharge permits or contractual agreements
Environmental Impacts in 34 Supply Chain Management
the Supply Chain Percentage of (1) Tier 1 supplier facilities and (2) supplier facilities beyond Tier 1 that have ’ y 9
CG-AA-430a.2 completed the Sustainable Apparel Coalition's Higg Facility Environmental Module (Higg FEM)
assessment or an equivalent environmental data assessment
Percentage of (1) Tier 1 supplier facilities and (2) supplier facilities beyond Tier 1 that have been
CG-AA-430b.1 audited to a labour code of conduct, (3) percentage of total audits conducted by a third-party 34 Supply Chain Management
auditor
Labour Conditions in (1) Priorit ~ f : : : : ,
) AL y non-conformance rate and (2) associated corrective action rate for suppliers’ labour )
the Supply Chain CG-AA-430b.2 code of conduct audits 34 Supply Chain Management
CG-AA-430b.3 glisccr:g;lon of the greatest (1) labour and (2) environmental, health and safety risks in the sup- 34 | Supply Chain Management
(1) List of priority raw materials; for each priority raw material: (2) environmental or social fac-
AL tor(s) most likely to threaten sourcing, (3) discussion on business risks or opportunities associ- )
CG-AA-440D.3 ated with environmental or social factors and (4) management strategy for addressing business 34 supply Chain Management
Raw Materials Sourcing risks and opportunities
A (1) Amount of priority raw materials purchased, by material, and (2) amount of each priority raw .
CG-AA-440b4 material that is certified to a third-party environmental or social standard, by standard 3.4 | Supply Chain Management
. ' . . . ' : Implementation of Chemical Man-
CG-AA-250a.1 Discussion of processes to maintain compliance with restricted substances regulations 4.6 agement
Management of Chemicals
in Products ) ) ) ) ) . ) ) .
Discussion of processes to assess and manage risks or hazards associated with chemicals in Implementation of Chemical Man-
CG-AA-250a.2 4.6
products agement
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6.3 Task Force on Climate-Related Financial Disclosures (TCFD Standards)
Reference Table

Aspect

Governance

Strategy

Risk Management

Metrics and Targets

Recommended Disclosures

Board's oversight of climate-related risks and opportunities

Management's role in assessing and managing climate-related risks and opportunities

Climate-related risks and opportunities identified over the short, medium, and long term

Impact of climate-related risks and opportunities on the organization’s businesses, strategy, and
financial planning

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

Processes for identifying and assessing climate-related risks

Processes for managing climate-related risks

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

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

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

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

243
244

248

249

2410

245
247

247

244

248

249
4.4

4.4

San Fang.Chemical lndustr.y Ca., Ltd.,

Corresponding Report Chapter

Risk management organization and
duties
Risk Management Mechanisms

TCFD management framework of
SFC

Climate Change Risks and Financial
Impacts

Physical and Transition Risk Scenari-
0s

Risk Identification Process
Climate Risk and Opportunity Man-
agement Process

Climate Risk and Opportunity Man-
agement Process

Risk management mechanism

TCFD management framework of
SFC

Climate Risk and Opportunity Man-
agement Process
GHG Reduction

GHG Reduction

&t « A, . :
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Scenario analysis is con-
ducted only for the entity
parent in Taiwan first.
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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

Recommended Disclosures Corresponding Report Chapter Remarks

1. Describe the board and management's oversight and governance of climate-related risks and opportunities 2.4.4 | Risk management mechanism

2. Describe how the identified climate risks and opportunities will affect the Company's business, strategy, and finance (short-, 248

i TCFD management framework of SFC
medium-, and long-term)

3. Describe the financial impact of extreme climate events and transformation actions 2.4.9 | Climate Change Risks and Financial Impacts
gysDtgrsncnbe how climate risk identification, assessment, and management processes are integrated into the risk management 2.4.7 | Climate Risk and Opportunity Management Process
5. If scenario analysis is used to assess resilience to climate change risks, explain the scenarios, parameters, assumptions, anal- 2410 | Physical and Transition Risk Scenarios

ysis factors, and major financial impacts used

6. If there is a transition plan for managing climate-related risks, describe the plan, and the metrics and targets used to identify 249

and manage physical and transition risks Climate Change Risks and Financial Impacts

249 Climate Change Risks and Financial Impacts

7. If internal carbon pricing is used as a planning tool, describe the basis for pricing
2.4.10 . L . .
Physical and Transition Risk Scenarios
8. If climate risk-related targets are set, explain the activities covered, the scope of GHG emissions, the planned schedule, and :
) ; ! - 4.2.2 | Energy consumption
the progress achieved each year. If offsets or renewable energy certificates (RECs) are used to achieve the targets, explain the 44 | GHG Reduction

source and quantity of the offsets or the quantity of the RECs

9 GHG Inventory and Assurance 4.4 | Greenhouse Gas Reduction
' Y 6.4.1 | Greenhouse Gas Inventory and Verification Status
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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
Companies with capital of less anrent company indi- anrent company’s sole ' ' Inventory of subsidiaries in the ' ' Assurance of subsidiaries in the
than NTD 5 billion vidual review confirmation consolidated financial statements consolidated financial statements

Scope 1 Total emissions Intensity Description of Assurance
Direct greenhouse (metric tons (metric tons CO.e/ Assurance Scope of dard Assurance
gas emissions CO,e) million NTD) Institution Assurance Assurance Standards Opinion

2024 The 2024 verification for the entity parent is expected to be conducted by SGS at the end of
Self-inventory by the 8,166.70 133 June 2025
T ’ Complete assurance information will be disclosed on the MOPS according to the statement of
parent assurance
ISO 14064-1: 2006 Greenhouse Gases - Part 1: Specification with guidance at the organiza-
tion level for quantification and reporting of greenhouse gas emissions and removals
Taiwan Regulations Governing the Inventory and Registration of Greenhouse Gas Emissions, Minis-
2023 696310 10.91 SGS Kaohsiung try of Environment, Executive Yuan (2016.01.05) Unqualified
Parent Company . ' Factory Guidelines for Greenhouse Gas Emission Inventory (2022.05) opinion
Guidelines for the Verification of Greenhouse Gas Emissions, Ministry of Environment, Exec-
utive Yuan (2010.12)
Relevant regulations of the national greenhouse gas registration platform

Description of Assurance

Scope 2 Total emissions Intensity
Direct GHG emis- (metric tons (met”c tons Coze/ Assurance Scope of Assurance Standards Assurance
sions COze) million NTD) Institution | Assurance Opinion
2024 The 2024 verification for the entity parent is expected to be conducted by SGS at the end of
- June 2025
self |nve;:§r:)t/ by the 1623220 2643 Complete assurance information will be disclosed on the MOPS according to the statement of
P assurance
ISO 14064-1: 2006 Greenhouse Gases - Part 1: Specification with guidance at the organiza-
tion level for quantification and reporting of greenhouse gas emissions and removals
Taiwan Regulations Governing the Inventory and Registration of Greenhouse Gas Emissions, Min-
2023 . istry of Environment, Executive Yuan (2016.01.05) Unqualified
Parent Company 15,892.30 2488 G5 K‘aFgEféL:ng Guidelines for Greenhouse Gas Emission Inventory (2022.05) opinion
y Guidelines for the Verification of Greenhouse Gas Emissions, Ministry of Environment,
Executive Yuan (2010.12)
Relevant regulations of the national greenhouse gas registration platform

R 0 o I A S m N R
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6.4.1.1 The Company's GHG Inventory and Assurance in the Most Recent Two Years

CReduction Strategy )-ooooooo...oooooooooo...........ooooooooooooootttcccccccccoooooooooo...oooooooooo...........ooooooooooooootttcccccccccoo

--mEmmww W,

Specify the GHG reduction
base year and its data, re-
duction targets, strategies,
and concrete action plans,
and the achievement of the
reduction targets.

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.

tammmmmns’

L d

L d

C Specific Reduction Actions )................................................................................................................ .

-.mEmwwwm oW,

*

1. Replacement of LED lighting: All factory lighting was upgraded and all equipment projection lamps were replaced with
. . LED types, saving approximately 652,824 kWh per year.
Kaohsiung Factory in yP 9app / pery

Tai 2. The extruder heater was replaced with an infrared heater, which can save about 128,621 kWh of electricity per year.
alwan

Ssmmmmma®

3. High-efficiency motor replacement project: IET and IE2 motors across the Group were replaced with IE3 motors, im-
proving motor efficiency and saving approximately 391,437 kWh per year.

L d

4. Replacement of air-suspension blowers: Air-suspension blower units replaced Roots blowers, achieving about 56% ef-
ficiency improvement and saving approximately 275,502 kWh per year.

5. Oxygen detector installation: Every 3% reduction in boiler exhaust oxygen reduces fuel consumption by 1%, saving ap-
proximately 29,634 kWh per year.

6. Exhaust fan system: Improvements to the temperature-controlled cooling tower fans in all factories save approximate-
ly 18,849 kWh per year.

7. Permanent magnet variable-frequency air compressor: A 100HP screw air compressor was replaced with a permanent
magnet VFD model, saving approximately 158,400 kWh per year.

8. Air compressor system pressure adjustment: The system pressure was reduced from 7 kg/cm? to 6.2 kg/cm?, saving
approximately 93,312 kWh per year.

CAchie\/ement of Reduction Targets }oooo..oootcoo.oo..ootccoooo..oooccoo.oo..ootcco.oo..oooccoooo...ootcoo.oo..oooccoooo..oootcoo.oo..ootcco .

--mEmwww W,

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.

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

R4 In 2024, the increase was about 7% compared to 2023 and 53.9% compared to 2018 in 2024. The target has been achieved.
Intensity comparison: 11% more in 2024 than in 2023.

Entity Parent

tmmmmmmms’

"o vy . w i o

R AN L -4
San'Fang ChemicalIndustiy Co., Ltd. ESG Sustainability Report




Operational
Governance

Table of Message from About This Appendix
Contents the Chairman Report PP

6.5 Sustainability Disclosure Indicator Reference Table Plastics Industry

Indicator Note
No. Indicator T Annual Disclosure Comparison Table of Chapters
ype .
in the Report
Total energy consumption, percentage of pur- Total energy consumption: 1,329,589 kWh
I chased electricity, renewable energy utilization Quantitative Percentage of purchased electricity: 20.95% GJ 422 | Eneray Consumption
rate, and total self-generated and consumed Renewable energy use rate: 100% percentage (%) - el P
energy (Note 1) Total self-generated energy consumption: 16,095 kWh
. ' I Total water withdrawal: 398,600 Thousand cubic meters Water Resource Manage-
I Total water withdrawal and consumption Quantitative Total water consumption: 398,600 ) 433 ment Plan
I Weight of hazardous waste generated and per- Quantitative Weight of hazardous waste gen.erated: 1,568 metric tons (t) 45 | waste Management
centage recycled Percentage recycled: 0 percentage (%)
Description of the number and percentage of I Number and percentage of people suffering from occupa- percentage (%) Occupational Accident
v ) ; A Quantitative ) } . : ’ 534 o
people suffering from occupational accidents tional accidents: 1, accounting for 0.2% Quantity Statistics
Main Products Yield/Thousand Yards
Vv Output of main products by product category Quantitative PU Shinfthsitie ket 17,238 Varies by product type 2.2.5 | Products and Sales
Eco-friendly Synthetic Leather 21,255
Films 23,090
Total 61,583

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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