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Introduction.~ < >~

By The Chairman

NANPAO has been established for a century, is dedicated to creating reliable chemical products,
advancing technology, and improving services. Leading the industry, NANPAO invests heavily
in the development of eco-friendly and sustainable products such as water-based and low-VOC
products with low pollution, low carbon emissions, and low energy consumption. As the world
pays more attention to sustainable business operations and environmental protection, NANPAO
continues to deepen its corporate sustainability concepts and promote multiple sustainable
projects internally and externally to reduce environmental impacts and enhance human rights
awareness. In 2021, we have set it as the Group's ESG (Environmental, Social, and Governance)
year and committed to achieving the net zero carbon emissions goal by 2050, with a carbon-
neutral roadmap to clarify our mission and objectives for the future.

1. NANPAO strives for symbiosis and mutual prosperity with the supply chain, not only
continuously creating high production efficiency for the supply chain but also emphasizing
chemical safety management, and ensuring that all exported products meet the EU RoHS and
REACH regulations.

2. NANPAO values collaboration with partners and has become a bluesign® SYSTEM PARTNER and
ZDHC Contributor, sharing its chemical management experience to benefit the industry.

3. To reduce the impact of raw material mining and synthesis on the environment, NANPAO
invests heavily in research and development of bio-based and recycled materials, and
continuously promotes sustainable products made from bio-based and recycled materials in
the market to achieve a stronger competitive position. We also reduce the use and discharge of
chemicals and protect the natural environment and ecosystems by optimizing product design,
production, and logistics.

4. As a chemical factory, we regard the safety and health of employees as one of the company's
top priorities. In addition to introducing and following the ISO 45001 international
occupational safety standard, with the goal of minimizing workplace accidents, we also attach
great importance to the safety of contractors who work on the factory premises. NANPAO’ s
occupational safety guidelines are "zero danger and no chaos." We believe that prevention
is better than remediation, so we conduct risk assessment management for potential risks in
the working environment and continuously educate and train employees to establish safety
awareness and create a safe and zero-disaster working environment.

5. Community relations : The environmental and operational risks of the chemical industry
are higher than those of other industries. To provide a peaceful living environment for the
communities around our factory, NANPAO makes every effort to prevent harmful exhaust gas,

wastewater, and waste from being discharged into the community environment. In addition,
we prioritize providing job opportunities for community residents and have long-term funded
community childcare activities and elderly care.

6. Continuous Improvement: We will continue to focus on environmental protection, safety

production, and employee health and welfare issues, continuously optimizing our relevant
policies and measures to achieve a win-win situation for the company, employees, and society.
We will listen to the suggestions and opinions of employees and the community, establish
a feedback mechanism, and continuously improve our environmental, safety, and health
management strategies.

NANPAO hopes to contribute to creating higher industrial value for all stakeholders and making
sustainable management a driving force and a source of assistance for our continued growth.
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About NANPAO

L 73%
2. NTS$22 billion
3. NT$16 billion
4. 3,000

]
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6. 2.3%

Revenue (NT$ million)

Revenue (NTS$ million)

Revenue (NTS$ million)
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Project Subsidy Unit

Subsidy Amount

LELTEY]

Unit: NTS in thousand

Item/Year

2018 —> 2019 —> 2020 —> 2021 —> 2022

Operating revenue

Cost of revenue

Gross profit

Operating expenses

Operating income

Non-operating incomeand
expenses

Foshan,
China

Income before income tax

Other : Primarily consists of subsidies from various governments
for labor, research and development, and innovation.

Income tax expense

Net income from continued
operations

Net income

Other comprehensive income
(loss) for the year (net)

Total comprehensive income

Basic earnings per share (NTS$)




In the future, the company will continue to comply with relevant regulations, approach assessments
of various benefits, and manage risks with a prudent attitude, aiming to achieve maximized overall
operational profitability and minimized risks for the company.

NANPAO is committed to complying with local tax laws and international tax standards in all
operating areas, accurately calculating income tax obligations and filing tax returns in accordance
with the law. In 2022, NANPAO's global income tax payment amounted to NT$ 331 million, mainly
consisting of profit-seeking enterprise income tax and additional tax on undistributed earnings. Tax
payments in Taiwan accounted for 24% of the company's global tax payments.

In 2023, NANPAO completed the development of the "NANPAO Resins Group Tax Policy,” committing
to financial transparency and disclosing tax information in accordance with relevant regulations and
standards to control tax risks and pursue sustainable development. NANPAO has not yet reached the
country-by-country reporting (CbCR) threshold (consolidated income exceeding NT$27 billion in the
previous year and not meeting the safe harbor provisions), so no country-by-country report has been
issued. No political donation issues were reported in 2022.

In order to support policies that contribute to business innovation, research and development,
and to control tax risks and pursue sustainable development, NANPAO Resins Group upholds the
following principles and commitments :

1. Conduct all operating activities in accordance with local tax laws and regulations in each
operating area and fulfill tax obligations.

. Consider tax risks and impacts in making important business decisions.
. Do not engage in transactions for the purpose of tax evasion.

2
3
4. Do not use tax havens for transactions with the purpose of tax evasion.
5. Do not transfer profits created by the company to low-tax countries.

6

. Establish a relationship of mutual respect with tax authorities based on mutual trust and good
faith.

7. Ensure financial information transparency and disclose tax information in accordance with
relevant regulations and standards.

8. Transactions between related companies are conducted in accordance with customary
transaction principles and in compliance with the internationally recognized transfer pricing
standards published by the Organization for Economic Cooperation and Development (OECD).

Relaxing Break Area
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NANPAO is committed to contributing to and promoting mutual growth in the industry.
S industry collaboration efforts and participate in public association platforms to exchange an

e
IS)s

erience in the vertical industry chain.

Position Assumed

Name of Organization " . "
Board of Directors Special Interest Committee Member

gn®SYSTEM PARTNER

blue

ZDHC Contributor

E.SUN COMMERCIAL BANK Sustainable Advocacy Initiatives

SATRA Technology

Taiwan Synthetic Resins & Adhesives Industrial Association, R.0.C. v

Taiwan Footwear Manufacturers Associat

on

Taiwan Footwear Manufacturers Association - Youth Center

Taiwan Circular Economy 100 (TCE 100)

Taiwan Chemical Industry Association

Association of Bio-based Material Industry

CLKKKIKIKKKKKIK

Chemical Society Located in Taipei - Kaohsiung Branch v
Hierarchical Green-Energy Materials Research Center
Taipei Building Material T.A. +/ (Honorary Director)

Importers & Exporters As ation of Taipei

<L

Taiwan Institute for Sustainable Ene

Taiwan Center for Corporate Sustainability «/ (Initial Judge)
CSRone
Yi Tsai Club

Tainan Cultural Foundation

<L

Guangdong Adhesives Industry Association

China Adhesive

and Tape Industry Association

su Flooring Material Association

China Association for Quality Inspection

Kunshan Pas

ve Building Alliance

Society of Automotive China

Dongguan Security Production Association v

Dongguan Precursor Chemicals Management Industry Association

China Chemical Industry Environmental Protection Association

China National Buildin terproof Association

China National Household Paper Industry Association

Shouguang City Waterproof Industry Association

CLKKKIKKKIKKKIKKKKIK

Guangdong Chamber of Commerce of Sanitary Products




Nanpao Resins Sustainability Report 2022

( \
1.
2
. Amount .. 3.
Category Object (in thousands of NTD) Description
4,
5.
/\_‘\ 6
Social
Business
Activities
. J
4 \
1.
2.
3.
Key Performance Indicators for ESG 4.
s N
1.
5.
6.
2. I
Environment
3.
8.
Governance
4,
5. -
ngg @ ZDHC
[ } [ } { } Index CONTRIBUTOR
\ J \_ J




Nanpao Resins Sustainability Report 2022

\
https://www.nanpao.com.tw/csr.aspx?id=16
J .
N f
e ; A
|
January 1, 2022 |
|
| 1
|
December 31,2022 |
L | )
o )

. CEEIRTED

ESG Team, Planning Department,
Nan Pao Resins Chemical Co., Ltd.




Materiality and Stakeholder Engagement

Execute materiality analysis objectives

Understand stakeholders' level of concern
for ESG (Environmental, Social, and
Governance) issues.

Plan a sustainable strategy blueprint.

Strengthen external communication.

Compile a sustainability report.

Employ
Customers

Suppliers

Stakeholder List

Investors
Society

Government Colleagues
from various departments

Collect ESG issues

Sustainability Stakeholder
standards and communication.

regulations.
& Regulatory

International requirements.

ratings. :
&7 Company's

Value chain-related sustainability
concerns. vision.

Discussions and consultations with
stakeholders from various departments
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Consolidate ESG issues from various
departments and design a materiality
survey questionnaire.

Based on the communication topics
discussed with various departments and
stakeholders, conduct discussions and
complete the questionnaire.

Evaluate the importance of ESG issues on
company operations through internal
management.

Report to the Corporate Sustainability
Promotion Committee.
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Materiality Topic Identification Results Lowly Material Moderately Material Highly Material
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¢ Moderately Material :
Impacts on NANPAO
e Lowly Material :
° ° ° ° ° °
Actual and Potential Impacts Scope of Impacts
Materiality
Economy Environment Social(People) Human Right NANPAO Upstream Downstream
Chemical Safety
Management ® o ®
Occupational Health
and Safety and (] @]
Emergency Response
Circular Economy [ [ @]
Economy Performance ([ @]
Sustainable Supply o
Chain Management
Emissions ([ O
Employee Care and
Rights * o
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Management Policy

Materiality -
Importance to NANPAO Primary Management Mechanisms Strategies Chapters
e Chemical management is one of the fundamental pillars of development for NANPAO. With a product | e International RSL (Restricted e Chemical hazard and risk Innovation and
lifecycle mindset starting from the design and development stage, we assist customers in developing Substances List) inspection standard assessment Serve
Chemical altelmatives and avoid using chemi;alls that pose potential risks to hulman. health during the product | Bluesign inspection standard (for ¢ Communication of chemical
Safety design phase. We also strive to minimize employee exposure to chemical risks. chemicals in textiles) safety information
Management | ® 10 effectiyely manage qual{ty, all footwear pr.oducts from NANPAO unde.rgo rigorous msp.ect\'ons o ZDHC (Zero Discharge of Hazardous « Development of alternatives
based on international Restricted Substances List (RSL) standards before being allowed for shipment. Chemicals) Level 3 inspection standard
(for chemicals in footwear)
o i l Talent is a valuable asset for the company's development. NANPAO is committed to creating a safe and | & 1SO 45001 occupational health » Promoting safety culture Value Creation
ccupationa healthy working environment for employees and contractors, implementing a safety culture from top and safety management system « Comprehensive health
Health and to bottom. certification management
Safety and . g
o Safety performance indicators : :
Emergency e Human factors engineering
Response e ESG committee evaluation and
improvement
¢ By implementing resource minimization (Reduce), prioritizing in-house reuse and recycling (Recycle | e 1SO 14001 environmental management e Continuously increasing the | Innovation and
& Reuse), and delaying the disposal of materials, we actively reduce environmental impacts. system certification proportion of biomass and Serve
Circular * We collaborate with suppliers to develop waste recycling and reuse technologies, promoting a | * ESG committee recycled materials usage
Economy circular economy and maximizing resource utilization. e Enhancing waste recycling
 We actively explore applications of recycled materials and biomaterials to reduce the extraction and and reuse quantities
synthesis of chemical raw materials at the source and minimize resource consumption. e Strengthening industry-
academia collaboration
NANPAO is committed to the principle of "creating greater economic value with fewer energy and | * 1SO 9001 quality control system e Sustainable operation risk Corporate
Economy res(jnlirce inputs" and directs its operational performance towards chemicals with lower environmental | o Corporate governance assessment management Governance
and human impacts. i i
Performance P o S&P Global Corporate Sustainability » Enhancing quality culture
Assessment e Quality management
Sustainable supply chain helps reduce operational disruption risks. NANPAO adheres to supplier | ® Supplier code of conduct ¢ Promoting green and low- Value Creation
Sustainable codgs of condtjct and gncoarages suppkii.ers togromote labor rights, occu?ational healt: and safety, | o Supplier questionnaires carbon supply chain
. environmental protection, business ethics, and management system performance, enhancing core R i .
Supply Chain [ ementcapabmties . . . N * S&P Global Corporate Sustainability * Risk management for non
Management - : ' Assessment disruptive operations
e ESG committee
Extreme weather conditions pose potential significant impacts on production and operations. NANPAO |  ISO 50001 energy management system | e Promoting low-carbon Green
L is committed to process improve_ments for mitigation and adaptation, as well as increasing the use of | o |50 14064-1 greenhouse gas inventory manufacturing Manufacturing
Emissions renewable energy, gradually moving towards a zero-carbon transformation. management system » Utilizing renewable energy and Low Carbon
) . Transformation
» Enhancing energy efficiency
e Nurturing talent, actively attracting and retaining talent, is the foundation for strengthening the [ e Employee feedback channels e Building future talent Value Creation
Employee company's research and development, manufacturing, and service capabilities. o ESG committee capacities
Care and e Providing employees with quality job opportunities, including competitive overall compensation, e Empowering employee
Rights stable workplace benefits, and a safe and healthy working environment, to enhance employee learning abilities

dedication and a sense of belonging to the company, ensuring a rich pool of talent resources.

14
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Stakeholder Engagement

Talent and innovation are the most important keys to constructing the core

competitiveness of a company and the essential foundation for sustainable operation.

As a highly regulated chemical industry, we strictly adhere
to government regulations and actively cooperate with We value customer opinions and feedback, placing customer
government policies. needs at the core and striving to create customer value.

government customers

With love, we can inspire more love, bringing Suppliers are important partners for NANPAQ's sustainable
together the power of charitable organizations operation and growth.

to realize the concept of shared goodness.

The long-term support of shareholders and investors
is the primary force behind NANPAO's steady growth.
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Employee compensation and benefits Physical and mental health and workplace safety
Performance assessment mechanisms Labor-management relations
Talent cultivation and development Operational performance

Employee

Employee suggestion box (real-time) Annual distribution of year-end bonuses and employee rewards, along with salary adjustments. In 2022, the average employee
Whistleblower reporting procedures (real-time) salary expense increased by compared to the previous year.
Company's internal electronic bulletin board (irregular) Regular review of employee performance and promotion recommendations for outstanding performers.

Email announcements and internal poster promotions (irregular) In 2022, a tota.l of participants atterjded courses offered by.the company's learning and development platform, with a total
. L training duration of hours, averaging hours of training per person.

Employee education and training (irregular) ) ) . . ) . ) .
o ) Quarterly safety and health committee meetings and bi-weekly internal safety meetings to discuss and improve upon audit
Internal communication meetings (weekly/monthly) findings.
Labor-management meetings (quarterly) Annual general health examinations for employees and special hazard-related health examinations.
Employee performance assessment operations (semi-annually) labor-management meetings were held in 2022.

Managers at all levels share company operational updates and developments with employees during communication meetings.

Service/product quality :
] ) Supplier management
Innovation and circular economy

i ) Business ethics
Information security

Customer Customer protection and communication Suppliers & Regulat i
egulatory compliance
Regulatory compliance Contractors ) y P

Product quality

Customer service hotline and The technical service team provides professional support and Contracts are signed with suppliers,
email (real-time) solutions for customer product and technical issues. Supplier contact points specifying relevant terms and regulations to

Business contact points Quarterly technical seminars and annual customer satisfaction visits (real-time) ensure compliance with requirements.

(real-time) are conducted. Supplier questionnaires Establish a supplier assessment mechanism

Official website, social media Participation in INNO FAIR, an important technical presentation event and declarations and conduct annual supplier evaluations.

platforms (irregular) for customers, is held annually. (irregular) In 2022, of the group's suppliers
Supplier meetings completed the signing of the Supplier Code

Customer meetings (irregular) Regular updates of announcements and promotional information on ’
(irregular) of Conduct.

Customer satisfaction surveys the official website and Facebook community page.

(annual) In 2022, no records of any customer complaints regarding information
security or privacy breaches were received.

Supplier evaluations In 2022, the proportion of locally sourced

N ) (annual) materials for production was
Technical innovation

exhibitions (annual) Participation in the 2022 Taipei Textile Exhibition.




Operational performance and
financial information

Shareholders
& Investors

Shareholder equity

Risk management
Regulatory compliance
Corporate image

Corporate governance

Sustainable development strategy

Investor relations contact point (real-time)
Spokesperson and proxy spokesperson (real-time)

Announcement disclosures and significant news
(regular/irregular)

Information disclosure on official website
(regular/irregular)

Shareholders' meetings and annual reports
(annual)

Corporate briefings (quarterly)

Domestic and international investor forums
(irregular)

Financial reports (quarterly/annual)
Sustainability reports (annual)

Corporate image

Community engagement and care

Social welfare

Social

NANPAO Social Welfare and Charity

Foundation (real-time)
ESG contact mailbox (real-time)

Regularissuance of financial information
press releases : monthly revenue press
release (monthly), financial report press
release (quarterly).

Regular disclosure of financial and
business-related information on the Public
Information Observation System and the
official website.

Irregular publication of significant news on
the Public Information Observation System.

Participated in 6 corporate briefings in 2022.

Participated in the 2022 Asia-Pacific
Sustainable Action Expo.

Government

Regulatory authority
contact point
(real-time)

Correspondence and
visits with government
agencies (irregular)

Communication
platforms with public
associations
(irregular)

Special meetings such
as briefings, seminars,
and workshops
(irregular)

promote community safety communication.

Nanpao Resi

Regulatory compliance
Corporate governance
Risk management

Communication with regulatory
authorities

Irregular participation in regulatory advocacy meetings or
seminars hosted by government agencies.

In 2022, cooperated with the Stock Exchange to complete
the assessment of financial reporting capabilities and
on-site review of Q2 financial data.

Timely response to questionnaires from the Stock Exchange,
with a total of 24 questionnaires completed in 2022.

In 2022, ranked in the range among listed companies
in the 9th Corporate Governance Evaluation by the Stock
Exchange.

In 2022, out of 497 chemical companies
globally in the S&P CSA assessment with a score of

In 2022, out of 549 chemical companies
globally in the Substainalytics assessment with a score of
for risk.

Continuing to organize "Community Factory Visits' events", inviting community residents to visit the factory and

Awarded the "2022 Happiness Enterprise Gold Award" by 1111 Human Resources Bank through popular vote.
From the establishment of NANPAO Social Welfare Foundation at the end of 2007 to 2022, the accumulated donation

amount reached

Primary Education

Volunteer service activities (irregular)

Project donations and sports sponsorships

(irregular)
Annual sustainability report

40%

2,429,600

In 2022, NANPAO Foundation's expenditures were distributed as follows by category :

Unit: NTS

Elderly Welfare | Vulnerable Care | Volunteer Services Other Total

730,000

12%

1,583,113

109,400 1,245,030 6,097,143

2% 20% 100%

ustainability Report 2022
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Sustainable Development Blueprint of NANPAO Achieving SDGs

Circular Economy

Initiate and support from senior management :

\ Sustainable development platform : Social Inclusivity

\ ) |

o\

Middle management participation : ¢

et
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SDGs Sustainable Goals of NANPAO

Low-carbon Mission

Consistently donate over NT$600,000 each year for servicing elderly living alone.

e [SO50001 energy management system and

' 1. Consistently support the after-class tuition, and summer and winter camps for six elementary schools.
measures to reduce energy consumption

2. Provide more than two chemistry courses for elementary students by utilizing the Company's core chemistry

e Installation of renewable energy equipment competence

e Low carbon products (reduce production - . ) ; )
processes, eco-friendly raw material, etc.) 1. The Taiwan factory has adopted ISO 46001 water efficiency management systems and introduced a filtration

) ! system to increase water recycling.
e Collaborating with upstream and downstream

partners to promote sustainable projects 2. Launch powder coating for water piping, which is able to prevent the piping from releasing chemical substances

into tap water and assist in promoting the direct drinking water policy, hence providing better quality and
sustainable tap water to users.

Complete the construction of renewable energy facilities with a capacity of 4,800 kW by 2025 in the chemical
manufacturing plant area.

Sustainable supply chain:
1. Require suppliers to sign on "Supplier ESG Commitment Declaration”. The completion rate exceeds 90%.

\ J 2. The completion rate for local raw material suppliers exceed 70%.

Facilitate safety of working environment :

1. Lower disabling injury to zero occurrence.

. 2. Regularly conduct disaster exercises each year
Co-creation of Value . B .

1. Consistently make investment to stay ahead technologically. The R&D expenditure amounted to 2.5~3% of the
revenue

2. Providing construction materials and funds for infrastructure repair.
e Strengthen sustainability connection with

strategic partners Chemical Management
e Supplier chain management on environment In the Taiwan plant, there was a 62% reduction in the use of high-concern chemicals in 2022 compared to the

and social aspects previous year. The company has actively sought alternative materials such as formaldehyde-free, nonylphenol-free,
e Co-procurement management and boron-free formulations.

Implement Task Force on Climate-Related Promoting Health Management

Financial Disclosures (TCFD) Maintain zero occupational diseases caused by chemical exposure.

1. Consistently reduce carbon emission, and curtail carbon intensity by 10% in 2025 to fulfil reduction target that is
based on life cycle in 2050.

2. All subsidiaries to adopt Task Force on Climate-related Financial Disclosures (TCFD) to enhance the resilience of
supply chain against climate change risks.

1. Joined as a contributor to ZDHC and provided over 80% of chemical products verified by Level 3 for well-known
sports brands.

2. Became a bluesign® SYSTEM PARTNER and obtained bluesign certification for multiple textile chemicals.

19



Nanpao Resins Sustainability Report 2022

Commitment to Net Zero by 2050

carbon intensity

30
.grbon emission investigation
25 —
N:nance energy efficiency
20 — Biomass Raw Materials
\‘@lable Energy

15
10 New Renewable Raw Materials

i Renewable Enefgy
05

2015 2020 2025 2030 2035 2040 2045 2050

Carbon emission investigation

Enhance energy efficiency

Biomass Raw Materials
Renewable Energy

| New Renewable
I Raw Materials
Renewable Energy







1 Steady Corporate Governance

22

Corporate <>~

Governance

Business Operation and Management Framework

Shareholders'

Meeting

Audit Board of - ;
Committee ’ m Auditing Office

Remuneration

Sustainable I

Committee

CEQ's Office
1

Adhesives and Specialty

Operation Management Division ]
Business Division

& J
e N ( Financial Management Division ]

Sports Goods Adhesives and

Materials Business Division

J ( Strategic Management Division ]

( )

Paints and Coatings Business

Division ( R&D & Innovation Division ]
§ J

1.1 Corporate Governance Practices

NANPAO firmly believes that a robust and efficient Board of Directors is the foundation of good
corporate governance. Meanwhile, the Company has also established internal audit unit which
regularly performs audit on the operational procedures and efficiency of the headquarters,
subsidiaries and affiliated companies each year. Meanwhile, it also reports its operation to the
Board of Directors.

For the nomination and election of Directors, the Director election procedures are undertaken
in accordance with the Company Act and the relevant regulations in a fair, just and transparent
manner. The composition of the Board of Directors shall take into consideration the
organizational culture, business model and long-term development, as well as implementing the
diversity policy for the Board members. The Board members shall possess the knowledge, skills
and competence required for performing their duties. Of which, they shall possess capabilities
in the following fields, namely business judgment, accounting and financial analysis, business
management, crisis management, industrial knowledge, international market perspective,
leadership and decision-making.

The Board of Directors is led by the Chairperson, Cheng-Hsien, Wu. Each quarter, the
management team shall report to the Board regarding the business performance, environmental
safety, investment results, etc. The Board shall offer appropriate recommendations pertaining to
business strategies proposed by the management team. The management team and the Board
of Directors maintain a smooth communication. Both parties seek to achieve the goals of the
Company so as to optimize stakeholder interests.

To enhance the supervisory function and strengthen management mechanism, there are three
functional committees operating under the Board of Directors :

All committee member positions are held concurrently by independent directors.

Audit Committee )
established in 2017
Assist the Board of Directors in performing the supervisory
o / duties pertaining to accounting, audit, financial reporting
procedures and the quality and integrity of financial control.
J
Remuneration Committee
established in 2017
Assist the Board of Directors in executing and evaluating the
overall salaries and benefit policies and remunerations of
directors and managers.
J
\
Sustainable Development Committee
established in 2020
Coordinate and execute the overall sustainable policy and
strategic goals of the Company.
J

Note : Regarding the professional qualifications, experience, diversity, and independence of the board members, please
refer to the 2022 annual report.
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Functional Committee Member Information

®

Position Chairperson Board member Independent director Independent director Independent director
Cheng-Hsien, Wu Ming-Hsien, Hsu Yun, Chen Yung-Cheng, Chiang Yi-Hsi, Lee
Name Chairperson of the Audit Committee | Board member of the Audit Committee | Board member of the Audit Committee

ESG committee member ESG committee member Remuneration Committee Remuneration Committee Remuneration Committee

1. Mr.Cheng-Hsien, Wu 1. Mr. Ming-Hsien, Hsu 1. Mr. Yun, Chen graduated from 1. Mr. Yung-Cheng, Chiang graduated | 1. Mr. Yi-Hsi, Lee graduated from Operating

Professional
Qualifications
and Experience

obtained a M.S. degree

in Applied Chemistry

from National Tsing Hua
University. Mr. Wu has over
40 years work experience.
Since joined the NANPAO
Research Department in
1977, he has served as the
director of Bao Li Plant,
the general manager of
the R&D Department, the
executive general manager
of the Adhesive Business
and general manager of
NANPAO. He served as the
chairman of Nan Pao Resins
Chemical Co., Ltd. from
2013. He is professionally
proficient in industry
knowledge and corporate
operating leadership.

2. Without cases mentioned
in various clauses of Article
30 of Company Law.

obtained a M.S. degree
in Industrial Engineering
from National Cheng
Kung University. Mr. Hsu
has over 30 years work
experience. Since joined
the NANPAO Enterprise
Management Office in
1986, he has served as
manager of the General
Management Office and
deputy general manager
of the Planning Office.
He served as the CEO of
Nan Pao Resins Chemical
Co., Ltd. from 2017. He is
professionally proficient
in industry knowledge,
corporate operating
leadership and business
strategy

2. Without cases mentioned
invarious clauses of Article
30 of Company Law.

Industrial Chemistry of Tung Hai

University and subsequently
obtained a M.S. degree in
Macromolecule from National

Tsing Hua University and a Ph.D.

degree in Synthetic Chemistry,
Faculty of Engineering from
University of Tokyo, Japan. Mr.
Chen has over 40 years work
experience. He has served

as distinguished professorin
the Department of Chemical
Engineering at National Cheng
Kung University. He is now

serves as an honorary professor

in the Department of Chemical
Engineering at National
Cheng Kung University, he is
professionally proficient in
industry knowledge.

2. Without cases mentioned in
various clauses of Article 30 of
Company Law.

from Faculty of Law of Soochow
University. Mr. Chiang has over
30 years work experience. He
has served as Judge of Taiwan
Kaohsiung District Court and
Taiwan High Court Kaohsiung

Branch Court. Currently he serves

as the lawyer of Attorney of
Cheng Bang & Cheng Yang Joint
Law Firm and the Independent

Director of Taiwan Secom Co., Ltd.

and Top High Image Corp. He is

professionally proficient in legal.
With over 20 years of experience

practicing in a law firm, he also
hold positions as independent

directors in Long Da Construction

& Development Corporation,

Taiwan Secom Co., Ltd., and Top

High Image Corp.

2. Without cases mentioned in
various clauses of Article 30 of
Company Law.

and Management of Tung Hai University
and subsequently obtained a Ph.D.
degree and a M.S. degree in Finance from
National Sun Yatsen University. Mr. Lee
has over 20 years work experience. He
has served as Advisor at Global Capital
Market Division of CTBC Bank and
Supervisor of Du Dong Technology Co.,
Ltd. Currently he serves as the Deputy
CEO of Al Innovation Lab, FinTech Center
at College of Commerce in National
Cheng Chi University, the researcher of
Risk and Insurance Research Center at
College of Commerce in National Cheng
Chi University, the supervisor of Taiwan
Risk and Insurance Association and

the Executive Supervisor of Asia Pacific
RegTech Association. He is professionally
proficient in accounting, financial
management, financial investment and
blockchain technology.

2. Without cases mentioned in various
clauses of Article 30 of Company Law.

Independence
Status

Not applicable

Not applicable

All independent board members meet the following criteria :

1. They comply with the relevant provisions of Article 14-2 of the Securities and Exchange Act as promulgated by the
Financial Supervisory Commission, as well as Article 3 of the "Regulations Governing the Establishment of Independent
Directors in Publicly Traded Companies”

2. Neither themselves (or using others' names), their spouses, nor their minor children holdany shares of the company.

3. They have not received any remuneration from the company or its affiliated enterprises in the past two years for providing

services in business, legal, financial, accounting, or other fields.

As per Articles of Incorporation, the Board of Directors meeting is convened at least once every quarter to oversee and gain an understanding of the execution of operational planning, representation of financial
reporting, and audit report as well as its follow-up. In 2022, six Board of Directors meetings were convened to implement supervision and gain an understanding of the execution of business planning. The average
in-person attendance rate amounted to 100%,exceeding the target attendance rate for board meetings of over 95%. The board of directors shall diligently oversee and gain insight into the execution of the
operational plan. Important resolutions of the Board meetings are announced on the Investor Relations section on the Company website regularly.
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1.2 Board Composition and Governance

Board Diversity

NANPAO specifies the policy of board member diversity in the "Corporate Governance Practice
Guidelines," emphasizing the equal composition of board members based on two main
criteria, including but not limited to :

* Basic Conditions and Values : gender, age, nationality, race, and culture, etc.

e Professional Knowledge and Skills : professional backgrounds (such as law, accounting,
industry, finance, marketing, or technology), professional skills, and industry experience, etc.

In the 2020 Annual Shareholders' Meeting, the company elected a total of seven directors
(including three independent directors). The board members have diverse and complementary
industry experiences, financial, accounting, legal, and other professional abilities, in line with
the management objectives of board member diversity policy.

To further achieve the goal of board member diversity, the company plans to appoint at least
one female director in the board election in 2023.

Board Independence

The company's board of directors has considerable independence :

1. There are seven directors, of which three are independent directors (representing 42.86% of
the total), which meets all the conditions for independence, all three independent directors
meet the independence criteria outlined in the "Regulations Governing the Appointment
and Compliance Matters of Independent Directors of Public Companies."

2. The tenure of independent directors does not exceed three terms, and the number of
independent directors who also serve on the boards of other publicly traded companies
does not exceed three. Three independent directors have served for 4-6 years.

3. There are no situations among directors that involve spouses or relatives within the second
degree of kinship (as stipulated in Article 26-3, paragraphs 3 and 4 of the Securities and
Exchange Act).

®
[ ]

Board's Collective Knowledge

NANPAO enhances the familiarity of its directors with the company, its industry, and the unique
responsibilities of directors through the following methods :

1. In addition to regular board and committee meetings, the board members are provided with
annual operational team reports and corporate sustainability progress reports to enhance their
overall knowledge on economic, environmental, and social issues.

2. The company arranges training courses for board members on operation-related issues as needed
and in alignment with annual strategic priorities. Directors may also attend external training
courses on relevant subjects as per their individual requirements.

3. NANPAO is a member of the Yee Jih Association, composed of publicly listed companies in Tainan.
Through the association's publications and organized courses, directors gain access to relevant
updates and assist in enhancing their competencies.

Additionally, the board members' overall knowledge of economic, environmental, and social issues
is enhanced through regular quarterly reports from the management team and an annual report
on sustainable development initiatives. Please refer to the "annual report" for information on the
training programs for directors and supervisors.

Board of Directors Performance Evaluation and Compensation

To implement corporate governance, our company revised the "Board of Directors Performance
Evaluation Measures" on March 24, 2022. We conduct an internal board of directors' performance
evaluation at least once a year, and an external evaluation every three years. By clearly defining
performance goals, we aim to improve the functionality of the board of directors and strengthen its
operational efficiency.



Evaluation of the Board of Directors' Performance :
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Cycle Period Scope Method Content
Perform 2022.01.01 | Board of Directors as a whole The self-evaluation Assessment includes five major dimensions and a total of 50 evaluation indicators : participation in
once ayear A questionnaire for board company operations, improvement of the quality of board decisions, composition and structure of the
2022.12.31 performance assessment board, selection and ongoing education of directors, and internal control.
Perform 2022.01.01 | Individual Board Members The self-evaluation Assessment includes 27 evaluation indicators across four dimensions : understanding of the company
once a year { questionnaire for board and awareness of responsibilities, level of involvement in company operations, directors' expertise
2022.12.31 performance assessment and continuous education, and internal controls.
Perform 2022.01.01 | Functional Committees: The "Functional Committee There are five dimensions in total : level of involvement in company operations, awareness of
once ayear 3 « Audit Committee Performance Evaluation Self- | functional committee responsibilities, enhancing decision-making quality of functional committees,
2022.12.31 ) ) assessment Questionnaire” is | composition and appointment of functional committee members, and internal controls.
» Compensation Committee conducted internally within
« Corporate Sustainability each functional committee.
Promotion Committee
Onceevery | 2021.08.01 | The assessment conducts Engage the Chinese Corporate | 1. The Board of Directors should plan for the succession and development of the board, and regularly
three years { following indicators Governance Association review the composition, division of labor, selection, nomination, and appointment process of
2022.07.31 to conduct an external existing board members to ensure that they are rigorous and comprehensive.

« Composition

« Guidance,

o Authorization,

» Supervision,

o Communication,

o Internal control and risk
management
o Self-discipline of the Board of

Directors, as well as other issues
such as board meetings and
support systems.

evaluation and analysis
report using methods such
as "data review," "online self-
assessment questionnaire,”
and "on-site visit and
evaluation.”

2. The Board of Directors should establish and adjust company goals and corresponding strategies,
and effectively manage and ensure that the management department implements the strategy
execution to achieve the goals.

3. The Board of Directors should ensure that the company implements established policies, systems,
goals, and strategies by dividing responsibilities and authorizing the management department. An
effective real-time feedback mechanism should be established as a reference for decision-making or
management adjustments.

4. The supervision of the Board of Directors should be implemented through the establishment of
independent internal audit personnel, leveraging external professional accountants, and other
effective mechanisms to ensure that the company operates in compliance and effectively.

5. The communication of the Board of Directors should include its own members, the management
department, shareholders, and other stakeholders. Attention should be paid to communication
issues, communication and feedback mechanisms, and the board meeting culture.

6. The Board of Directors should identify important risk issues, define risk tolerance, and establish a
sound internal control system to ensure the company's operating results. In addition, the training
and succession of senior management personnel are also important issues to ensure stable
business operations and reduce risks of discontinuity.

7. The Board of Directors should constantly enhance its governance knowledge and actively
participate in relevant training to improve the effectiveness of governance. Additionally, the board
should evaluate its own performance and promote continuous improvement to enhance corporate
governance.

8. The board of directors should have a professional and sound board meeting support system,
including the establishment of corporate governance personnel, planning of agendas, preparation
of meetings, provision of information, recording of meetings, and post-meeting tracking and
management in order to assist in enhancing the effectiveness of the board of directors.
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In 2022, the self-evaluation of the Board of Directors and Functional Committees' performance was conducted and the results showed that it was good. The overall operation was still effective.
The evaluation results were submitted to the Board of Directors' report on March 27, 2023. Additionally, an external professional and independent organization, the Chinese Corporate Governance
Association, was commissioned to conduct a performance evaluation in 2022. The overall assessment and recommendations have been submitted to the Board of Directors' report on November 9,
2022, as a basis for review and improvement.

Compensation Policy

NANPAO established a Compensation Committee on June 19, 2017 to assist the Board of Directors in implementing and evaluating the company's overall compensation and benefits policies, as well as
the compensation of directors and executives.

The main responsibilities of the Compensation Committee are as follows :
1. Regularly review the organizational regulations of the Compensation Committee and propose revision suggestions.

2. Establish and regularly review the company's annual and long-term performance goals and policies, systems, standards and structures for the compensation and benefits of directors and executives.

w

. Regularly evaluate the achievement of performance goals for the company's directors and executives, and establish the content and amount of their individual compensation and benefits.

The policies, standards, and combinations for remuneration payment provided by NANPAO, as well as the procedures for setting remuneration and the correlation between business
performance and future risks are as follows :

1. Directors : Director remuneration is determined in accordance with Article 25 of the company's articles of association, which stipulates that before distributing profits, directors' remuneration should
be allocated with profits not exceeding 3% during the period. In order to link director performance with the company's vision and strategic goals, core competencies and accountability are evaluated,
and performance and compensation are implemented through the Compensation Committee according to the "Board of Directors Performance Evaluation Measures." The sustainable business
strategy goals are flexibly included in the director remuneration consideration items, and the individual director's performance evaluation results are used as a reference for determining their
individual compensation, effectively achieving a win-win situation through substantial linkage effects.

2. General Manager and Deputy General Manager : The remuneration of the CEO, General Manager, and Deputy General Manager includes salaries, bonuses, and employee compensation, and the
salary level is determined based on the position held, the responsibilities assumed, and the contribution to the company, taking into account the industry standards. The distribution of employee
compensation is in accordance with Article 25 of the company's articles of association, with 2% to 6% of the profits earned during the period allocated as employee compensation before profit
distribution.

3. For senior management, the company has established relevant compensation policies and the "Managerial Performance Evaluation Measures" to support the company's sustainable business
strategy. The Compensation Committee establishes and regularly reviews the company's annual and long-term performance targets for directors and managers, as well as policies, systems,
standards, and structures for remuneration, and evaluates the achievement of their performance targets on a regular basis, determining the content and amount of their individual compensation.

The company's remuneration procedures are established based not only on the overall operational performance of the company, industry future business risks, and development trends, but also on
individual performance achievement rates and contribution to the company's performance, providing reasonable remuneration that is positively correlated with business performance. The relevant
performance assessments and compensation justifications are reviewed by the Compensation Committee and the Board of Directors, and the remuneration system is reviewed in a timely manner
according to the actual business situation and relevant laws and regulations to seek a balance between sustainable business and risk control.



Strengthening the Functions of the Board of Directors

1. To continuously enhance the professional knowledge and legal literacy of directors and
assist the board in operating effectively, the shareholding unit assists in arranging continuing
education courses for the directors. In 2021 and 2022, all directors completed the required
hours of continuing education in accordance with the "Guidelines for Continuing Education
for Directors and Supervisors of Listed and OTC Companies."

2. To establish an effective risk management mechanism, the Audit Committee Organization
Regulations will be amended in 2023 to include supervisory authority over risk management
matters. Additionally, the Risk Management Policy and Procedures will be revised in
accordance with the "Practical Guidelines for Risk Management in Listed and Over-the-
Counter Companies," and operational updates will be reported to the Board of Directors.

Based on the recommendations in the "Board of Directors Performance Evaluation Report"
(2022.09.20) by the external expert, the Chinese Corporate Governance Association, the
following improvement projects will be implemented :

1. Starting in 2023, AQI information will be obtained from the signing certified public
accountants (CPAs) every year, and the independence and suitability assessment of the CPA
will be completed for 2023. Additionally, this information will be taken into consideration for
the subsequent appointment or renewal of the signing CPA.

2. We plan to disclose the email addresses of independent directors on the company website
in 2023, in line with the revision of our internal control measures and the schedule for board
member elections. This will further strengthen our whistleblower mechanism.

Shareholder Interests

The Board of Directors is the highest governance authority and the center of major business
decision making. Its duties include appointing and overseeing the management echelon,
business performance, legal compliance, and conformity to the Articles of Incorporation and
resolutions of the Shareholders’ Meeting so as to maximize the shareholder interests. The Board
meeting is convened at least once every quarter. It can also be convened as and when necessary
in the event of an emergency. To the best of their ability, all members shall perform the duties
of the Board in evaluating business strategies, risk management, yearly budget and business
performance, and supervising major capital expenditure and investment decisions.

NANPAO pays close attention to the interests of each shareholder and treats all shareholders
equally. The Company implements electronic voting in Shareholders' Meeting and encourages
shareholders to participate in corporate governance. Shareholders may participate in the
decision making of the Company via voting in the Shareholders' Meeting. Ratification,
discussion and election proposals are resolved one by one and the results of each resolution are
announced promptly in the Shareholders’ Meeting. The Company has provided a diverse range
of voting avenues to facilitate the shareholders in exercising their rights and enhance corporate
governance effectively.

Image : NANPAO Operations and R&D Headquarters
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Integrity and
Accountability

The business philosophy of NANPAO is "Leading, Integrity, Teamwork, and Efficiency". They
uphold an honest and upright attitude towards management and integrate sustainable genes
into the company. As they move towards global commercialization, they adhere to domestic and
foreign commercial practices and ethical norms, invest in R&D patents, prioritize information
security and data privacy protection, and gradually establish a solid foundation for sustainable
business operation.

2.1 Internal Control and Internal Audit

é\ Internal Control

The internal control policies are formulated in accordance with the Regulations

@} Governing Establishment of "Internal Control Systems by Public Companies”
promulgated by Financial Supervisory Commission (FSC) and by taking into
consideration the design of actual operating activities which is approved by the
Board of Directors by resolution. The policies are executed and the processes are
managed by the Board of Directors, Managers and other employees. The internal
control policies include control mechanism for corporate and operational levels.
The objective of the policies is to delineate the scope and standard of internal
control system of various business units to ensure the effectiveness of internal
control design and execution, thus facilitating a robust management.

p— Internal Audit

— NANPAO has established an Auditing Office, which is under the supervision
of the Board of Directors, to assist the Board and Managers in inspecting and
evaluating the effectiveness of internal control, measuring results and efficiency
of business management, as well as reliability, timeliness and transparency
of reporting and legal compliance. The Auditing Office also proposes
recommendations on improvement measures to reasonably ensure that the
internal control system is implemented in an effective manner, and serve as the
basis for reviewing amendments made to the internal control system.

Based on the scale of investment, operation status, management needs and other regulatory
requirements, the group-wide Auditing Office is designated to have one executive, and internal
audit personnel capacity who meet the job requirements and perform internal audit assignments
in an independent, objective, and fair manner. The internal audit personnel consistently attend
training to enhance their auditing quality and capability. They also consistently improve the
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auditing procedures and skills, proactively developing audit supporting tools to increase the
effectiveness of the audit.

The Auditing Office has established a risk-oriented internal control system and performed auditing
based on the yearly audit plan, in which, the scope covers the internal control system of the
Company and its subsidiaries. It also reviews the self-evaluation report on internal control of the
Company and its subsidiaries, which shall serve as the basis for evaluation on the overall internal
control system and the issuance of Internal Control Statement by the Board of Directors and
Managers, along with findings on internal control weaknesses and improvements on anomalies.

The head of internal audit reports to the Independent Directors on a regular basis and communicate
the audit results to them. Furthermore, the head of internal audit also updates on the internal
audit operation in the Board Meeting. In the event of a special circumstance, the head of internal
audit shall also report to the Independent Directors. In 2022, there was no such circumstance.
Meanwhile, the head of internal audit also needs to consistently follow up on the requirements
and recommendations proposed by the Independent Directors, Audit Committee and Board of
Directors, and completes and reports the actions taken therein within a given time period.

2.2 Anti-Corruption and Ethical Corporate Management

Integrity is fundamental to NANPAO's operations. To create an ethical working environment and
atmosphere, the company requires all employees to have a clear understanding of and adhere
to ethical norms in their professional conduct. In order to actively implement its integrity-driven
policies, NANPAO has established the "Code of Conduct and Guidelines for Ethical Operations"” as
its integrity policy. Additionally, the company has formulated an "Internal and External Reporting
Procedure” that provides a mechanism for reporting complaints and encourages employees and
stakeholders to report any suspicious or unethical behavior within the organization or involving
business partners. The related internal regulations and procedures are regularly revised to align
with evolving social and international governance trends. For more details, please refer to the
company's website and the Taiwan Stock Exchange's Market Observation Post.

NANPAO also places a strong emphasis on anti-corruption management, adopting a zero-tolerance
policy toward corrupt practices. Any actions that sacrifice the company's interests for personal
gain are strictly prohibited. The company communicates its anti-corruption policies through push
notifications on the internal email server, website announcements, and educational training.
Internal control systems, including accounting procedures, are established in compliance with
relevant laws and regulations. These systems are evaluated for their effectiveness in design
and execution annually through self-assessment and are subject to audit reviews.Externally,
before establishing business relationships with agents, suppliers, customers, or other business
counterparts, the company conducts assessments to ensure the legality of their business conduct,
their adherence to integrity-related policies, and whether there are any records or potential
instances of unethical behavior.
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Integrity Management Principle

NANPAO has always upheld the principles of integrity management, adhering to
government regulations, implementing corporate governance, and fulfilling corporate
responsibilities. Therefore, the company has established an "Code of Ethics" internally,
requiring employees to comply with this code of ethics in terms of business ethics, labor
relations, health and safety, environment, internal control, and corporate governance
which is also published on the company's website and internal information sharing
platform to promote the importance of integrity management.

Integrity Management Organization

» Responsible for the operation of the Integrity Management

,ﬁr\ Financial Promotion Task Force meetings.
— Management . Formu{atelptegrlty management codes and related principles
QPR Division and regulations.
¢ Ensure compliance with laws and regulations and the
implementation of effective regulations.
I
[ l l l
5[ ) &
il p Ly

Human Resources

Advocacy / Rewards
and Punishments

Functional Unit Managers
Ensure the implementation
of each unit's execution

Compliance / Risk
Management

Supervision and
inspection

Integrity Management Promotion Strategy
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Implementation and Execution of Code of Ethics

1. Strengthening the professionalism of the directors
To enhance the effectiveness of corporate governance, NANPAO arranges regular training courses for
directors and assists them in keeping abreast of the development of relevant regulations at home
and abroad.

2. Focusing on compliance with regulations
Encouraging employees to actively participate in professional courses held in Taiwan or other
countries, to stay up-to-date with the latest legal and policy changes, and to keep abreast of the
latest developments in various legal fields.

3. Determination to combat corruption
To achieve the sustainable development of the supply chain, suppliers must sign the "NANPAO
Supplier Code of Conduct" and make commitments and actions against corruption and bribery at
external events such as contractor conferences and briefings. The company's website also provides
a complaint channel for stakeholders.

4. Strengthening compliance with regulations and risk management in subsidiaries
Through regular review and revision of important regulations such as the Code of Ethics and Rules of
Conduct, all subsidiaries are required to adhere to the principles of ethical management.

5. Deepening education and training on ethical management
Starting in 2022, NANPAO provides various education and training courses on ethical management,
corporate governance, and legal knowledge through its internal website and the "NANPAO
e-Academy" platform to deepen employees' awareness of compliance.

6. The implementation and execution of ethical management initiatives in 2022 were reported to the
board of directors on August 10, 2022.

Multiple Reporting Channels

Our company has established an "Internal and External Personnel Reporting and Handling Procedure”
and set up a stakeholder communication section on our company website. Stakeholders can use the
communication channels provided to provide suggestions and file complaints to our company. After
receiving feedback, our company's relevant units will investigate and handle the matter accordingly.

Our colleagues can also provide suggestions through our company's "Suggestion Box".

We encourage employees or stakeholders to report any suspicious or illegal behavior within our
organization or with our trading partners, including but not limited to :

« Violation of the Code of Ethics  Violation of trade secrets

@ « Violation of integrity policy

q « Violation of environmental, + Sexual harassment complaints and
health, and safety regulations handling

* Employee complaints and whistleblowing




To strengthen the whistleblower mechanism and the connection with the board of directors
(independent directors), our company amended the "Internal and External Personnel Reporting
and Handling Procedure” during the board meeting on December 22, 2021. We have also set up
an reporting channel that forwards whistleblower letters to the independent directors.

- Reporting Channels \

e Letter : No. 519, Zhongshan Road, Xigang District, Tainan City, addressed to the
Audit Supervisor.

e Email : 1. audit@nanpao.com

(The recipient is the Audit Supervisor, and the email will also be
automatically forwarded to the independent director's mailbox.)

2. auditcommittee@nanpao.com (recipient : Independent Directors)

\. /

Complaint and Whistleblowing Mechanism

e Face-to-face/Phone/Physical mail
Reporting Channels ¢ Email: audit@nanpao.com, auditcommittee@nanpao.com
e Reporting Website: Handled by company headquarters

Name and identity of the reported person

= Specific facts of the report

« Date or period of occurrence

« Evidence available for investigation
Anonymous reports are generally not accepted

Report to the appropriate level based on the reported person's identity :
+ Employee: Report to the supervisor and CEO

« Director or manager: Report to the independent director

An investigation team is designated and formed by the CEO as necessary.

~
© Carefully investigate the matters involved in the reported case
Investigation .« Seek assistance from relevant department or external experts
if necessary
J
N
* Submit an investigation report, including the reason for
C lusi the report, the investigation process, handling
OSCRUS"”; suggestions, and subsequent improvement measures.
and Repor ) .
P  Decide whether to report to the board of directors based
\|/ on the severity of the incident and the amount of impact.
J
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2.3 Strengthening Risk Cultural Awareness

The objective of risk management is to prevent operational disruption, enhance customer service
quality and increase shareholder interests. Furthermore, risk management is an effort that seeks
to contain risks produced by various functions within a manageable scope and achieve the goal
of managing risk and generating reward to a reasonable level whilst ensuring capital adequacy.
As such, risk management is able to serve as a reliable support for operational development.
Therefore, to effectively identify, measure, oversee and control various risks, NANPAO upholds
the principle that "no operational process is above risk", which is the most important underlying
principle of risk management.

Risk Management Policy and Procedures

NANPAO has established "Risk Management Policy and Procedures” which is approved by the
Board of Directors by resolution and serves as the highest guiding principle for risk management.
From 2021 onward, risk assessment is performed regularly each year, whilst different risk
management policies are formulated and implemented to mitigate different risk type, covering
management goals, organizational structure, accountability and risk management procedures.
Furthermore, effective identification, measurement and mitigation of various risks must be
performed to contain risks produced by various business activities within a manageable scope.

Scope and Organizational Structure of Risk Management

To implement checks and balances of risk management, the Company consolidates and
manages different types of strategies, and potential operational, financial and hazardous risks
by establishing corporate risk management procedures. The objective of the exercise is to
provide appropriate risk management for all stakeholders, assessing the frequency of risk event
occurrence and the severity of impact on the Company using a risk matrix, delineating the order
of priority of different risks and risk levels, and undertaking the corresponding risk management
strategy according to risk levels.

The Company starts off from three risk issues of concern pertaining to ESG to further identify risk
items. The main scope of risk management includes four aspects, namely "environmental safety",

"information security", "legal compliance”, and "corporate governance".
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In 2021, the Company had consolidated various risk management units and established
"Risk Management Task Force", which is under the purview of the Board of Directors.
The CEO serves as the convener of Risk Management Task Force. The highest executive
of each functional unit serves as member of the task force. Each functional unit regularly
undertakes identification of risk items and risk control. Each year, the task force regularly
reports on the risk assessment results and operation of risk management of the
preceding year to the Board.

Risk Management
Task Force

Corporate Risk Governance
(control environment)

Auditing Office

Risk management and
supervision activities

_—

Risk Management

Risk Management
I g Task Force

Corporate Risk

T};:::;o(r;te Management Risk identification
P Verify risk items
ek Risk
management unit management unit
%

Risk monitoring/response
(incident management
mechanism)

Risk evaluation/control
(control activities)

Emerging Risks and Response

In line with the principles of sustainable development, NANPAO annually refers to the
World Economic Forum's "Global Risks Report" and MSCI's annual "ESG and Climate
Trends Outlook Report" to identify emerging risk areas. The core management unit
discusses and confirms the industry environment background, risk assessment, and
executes risk disposal and monitoring to identify and control emerging risks. The group
also examines risk issues and devises risk mitigation measures that the organization
faces operational impacts and challenges.

Emerging
Risks in 2022

Energy Management and
Alternative Energy Risk

Information
Security Risk

D/

Key Talent Risk

Description

Climate change has
intensified, and global
efforts are underway to
reduce greenhouse gas
emissions and achieve
carbon neutrality by 2050.

There has been a significant
increase in cyber-attacks and
ransomware incidents
against governments and
businesses worldwide.

Due to the COVID-19
pandemic and interna-
tional geopolitical
tensions, there is an
increase in demand for
semiconductors, which
has led to a decrease in
hiring for other
manufacturing industries
and increased recruit-
ment difficulties.

g
{

The potential
business
impacts

International laws are
increasingly being enacted
to require carbon-emitting
sectors to pay carbon fees,
acquire zero-carbon
emission through carbon
trading, reduce total
emissions, or adopt green
energy due to the
intensifying climate crisis.

This can potentially cause
serious operational risks as
production and data
confidentiality are affected.

Near the Southern Science
Park, a semiconductor
cluster, recruiting
entry-level workers has
proven to be challenging.
In recent years, there has
been an active effort to
enhance salary and
benefits packages, as well
as to introduce foreign
labor to mitigate the
impact.

O@
/W\,

Adjustment
Action

Develop greenhouse gas
reduction plans, continue
to establish solar power
systems in subsidiary
factories, and plan for
carbon cost calculation.

Establishing a Cybersecurity
Committee and formulating
an Information Security
Policy, the "Information
Protection Task Force"
comprising units from both
the Taiwan factory and
overseas subsidiaries utilizes
a management cycle
mechanism based on PDCA
(Plan-Do-Check-Act) to
review the applicability of
information security policies
and protective measures.
This ensures the achievement
of reliability objectives and
continuous improvement.

Establish a talent
database, implement
retention plans for
important talents,
implement employee
trust shareholding plans,
and conduct campus
recruitment.




Risk Categories and Identification

NANPAO conducts an annual risk assessment to identify potential
risk factors. In 2022, the responsible units confirmed a total of 44
risk factors, which were categorized into 22 distinct risk categories
as follows :
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Risk Matrix Chart

After identifying 44 risk factors, the distribution of risk coefficients is shown in the following table.
© 12 to 15 points :
the situation.

E);gtﬁmely - © 16 points and above :
Immediate improvement
Improvement based on
Acceptable risk.

Extremely
low

©® 5points and below :
No action required.

Extremely minor Normal Extremely serious

After the assessment in the year 2022, there were no items requiring immediate improvement. However, items that were identified
for improvement based on the situation have had mitigation measures proposed by the responsible units. The effectiveness of
the annual review plan will be evaluated according to the actual circumstances.

Risk Items for
Improvement Based on Mitigation Measures
the Situation

Collaborate with customers quarterly to align with their needs and adjust the direction of

Delayed New Product new product development based on marketing insights.
Development Engage in discussions and testing with external partners on a quarterly basis to refine and

adjust the development direction.

Implement investigations into the origin of suppliers and secondary suppliers.

Supply Disruption Maintain a list of at least three suppliers for each type.

Implement risk-neutral strategies by incorporating exchange rate fluctuations into routine
Foreign Exchange Rate financial decisions.
Execute natural hedging through foreign currency financing.

Implement various prevention and control measures, and mandate vaccination.
Enforce the wearing of masks for external personnel before entering the premises.
» Whenever possible, limit the entry of external individuals to the premises unless essential.

Spread of Infectious
Diseases

Risk Issues Potential Risks
» Inadequate Power or Water Supply : 2 items
+ Gas or Air Pollution Leakage : 2 items
» Abnormal Waste Disposal : 2 items
o Chemical Spills: 1 item
= Supply Chain Disruptions: 6 items Product
Operational Labeling: 1 item
Risks = Human Resources Management : 2 items
Violation of Ethical Business Policies : 6 items
» Fire Hazard : 1 item Employee Health and
Safety : 2 items
» Carbon Tax Imposition : 1 item Customer
Order Adjustments: 1 item
ek * Legal and Regulatory Compliance: 1 item
L Ri . .
€gatRIsks | Human Rights Management: 2 items
Information | © Information Leakage and Security : 3 items
Security « Inadequate Computer Software and
Risks Hardware : 1item
» Company Business Credit : 2 items
F|n§nC|al » Financial Liquidity : 4 items
Risks
= Market or Exchange Rate Interest : 1 item
Product ¢ Chemical Labeling Non-compliance : 1 item
Risks e Human Error: 1item
Tec!mical » Inadequate Technical Expertise : 1 item
Risks

In order to mitigate potential environmental impacts, personnel injuries, and property losses resulting from unforeseen accidents,
an "Emergency Response Plan" operational procedure has been established. This plan encompasses procedures for handling
emergency events such as toxic gas leaks, fires, odors, chemical spills, earthquakes, natural disasters, and power outages. The
Occupational Health and Safety Office is responsible for conducting emergency response training within the facility. Regular drills
are conducted to familiarize personnel with emergency response measures, reporting procedures, and command systems.
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2.4 Conflict of Interest

NANPAO has included provisions related to directors' conflict of interest in both the Board of Directors
Meeting Rules and the Audit Committee Organization Regulations. In cases where a director has
a vested interest in a meeting agenda item, either personally or as a legal representative, they are
required to disclose the essential details of their conflict of interest during the board meeting. If there
is a potential harm to the company's interests, they are prohibited from participating in the discussion
and voting on that matter. Furthermore, they must abstain from discussions and voting and are not
allowed to represent other directors in exercising their voting rights.

The company has established independent directors who provide recommendations from an objective
and impartial standpoint based on their expertise and experience. When the board discusses any
agenda item, due consideration is given to the opinions of independent directors. Their agreement or
disagreement, along with the reasons for their stance, is recorded in the meeting minutes, ensuring
compliance with conflict of interest principles and effectively safeguarding the company's interests.
Additionally, there are no instances of board members holding cross-shareholdings with major
suppliers. The company also has a spokesperson system and maintains a corporate website as a
communication channel for various company information dissemination. An investor relations mailbox
is also in place to handle shareholder suggestions and inquiries by professional staff.

Under the high ethical standards and integrity mechanisms of the board of directors, NANPAO has not

experienced any conflicts of interest events since its establishment.

Note 1: For information regarding directors’ abstentions from conflict of interest matters, please refer to the 2022 Shareholders' Meeting Annual
Report.

Note 2 : For information on directors' concurrent positions, please refer to the 2022 Shareholders' Meeting Annual Report.

Prevention of Insider Trading

NANPAO has established a "Management and Operation Procedures for Preventing Insider Trading
and Handling of Significant Internal Information” that clearly stipulates that directors, managers, and
employees shall not engage in any activities that involve insider trading or take advantage of market
information asymmetry to profit. NANPAO values the rights of shareholders and strictly complies
with relevant regulations on information disclosure. The company frequently and promptly provides
information to shareholders on its financial, business, insider shareholdings, and corporate governance
situations through public information observation stations or the company's website.

Directors, managers, and employees are prohibited from disclosing significant internal information
to others and from asking or collecting company undisclosed internal information unrelated to their
job responsibilities from individuals who have knowledge of significant internal information. They are
also prohibited from disclosing internal information that they have learned through means other than
carrying out their job responsibilities to others. At the same time, insiders are prohibited from trading
securities with material non-public information. In the "Management and Operation Procedures for
Preventing Insider Trading and Handling of Significant Internal Information,” it is clearly stated that
directors are prohibited from trading the company's issued securities they hold during the thirty-day
period prior to the announcement of the annual financial report and the fifteen-day period prior to the
announcement of the quarterly financial report. The directors were informed of the above information
via email on October 24, 2022.

Legal Compliance

NANPAO seeks to ensure that its business activities are compliant with relevant regulations.
To ensure the implementation of legal compliance, we shall consistently pay attention to any
domestic or overseas policies and regulations that may affect the operation of the Company
and foster a corporate culture that enshrines and deepens legal compliance into each and
every location of operation. The corporate governance officer and legal department assist
Directors in legal compliance and supervision of legal compliance operation of subsidiaries so
that relevant operating activities are compliant with regulatory requirements. Furthermore,
adoption of control mechanism for legal compliance risk in risk management evaluation shall
assist the assessment of potential legal compliance risk exposure of relevant operations.
Meanwhile, the Company requires all subsidiaries to make timely report on punishment
imposed for failure to observe regulations. Afterward, legal compliance and audit departments
shall require subsidiary in question to propose improvement measures and supervise
the implementation so as to strengthen the corporate governance system. For domestic
regulations, "Securities and Exchange Act", "Securities Investor and Futures Trader Protection
Act", "Labor Standards Act", "Enforcement Rules of the Occupational Safety and Health Act",
"Regulations on Occupational Safety and Health Management", "Air Pollution Control Act
Enforcement Rules" and "Trade Secrets Act" are the main focal statutes for legal compliance,
which are adopted and utilized for amendments made to internal regulations after evaluation.
Education and training are also conducted to further enable Directors, Managers or employees
of NANPAO and its subsidiaries to gain more understanding in abiding the relevant law and
regulations. In 2022, the Company had ensured the compliance with the Company Act, Fair
Trade Act and other important regulations pertaining to corporate governance and public
firms. No violation of the aforementioned regulations was noted. For all legal compliance
items pertaining to operation, the Company aims to have zero punishment.

2.5 Information Security Management

NANPAO is committed to promoting digital transformation and fully implementing
information security management mechanisms to ensure the accuracy and availability of
information processing, as well as the security of information-related systems, equipment,
and networks. Regular internal drills and education and training on information security are
conducted to enhance colleagues' awareness and vigilance regarding information security
and ensure the security of customer and product information. To fulfill the requirements of
the I1SO 27001 Information Security Management System, the company focuses on process
regulations, legal compliance, personnel training, and technology application to enhance the
security and protection capabilities of data, information systems, equipment, and network
communication. This effectively reduces the risks of information asset theft, misuse, leakage,
tampering, or destruction caused by human error, intentional or natural disasters, and ensures
the commitment to shareholders and customers, achieving the purpose of ensuring the
sustainable operation of the company's business. The "NANPAO Information Security Policy"
is established as the highest management basis, and the "Information Security Committee
Organization Regulations" are formulated. The company continues to pay attention to
information security issues and plans to respond and strengthen security protection software



and hardware procurement, including updating new anti-virus software, establishing a
global security network for joint protection, upgrading internal operating systems, and
fixing vulnerabilities. The confidentiality, integrity, and availability of important assets
are maintained to ensure the safe operation of information systems, equipment, and
networks and achieve the purpose of sustainable management.

Information Security Committee and Dedicated Units

Since 2022, the headquarters of NANPAO has adopted 1SO 27001, i.e. certification for
information security management system, to strengthen the awareness for information
security and implement prevention, correction and improvement measures generated
from audit work. Furthermore, the Company has established Information Security
Organizational Framework, in which Ming-Hsien, Hsu (CEO) serves as the designated
Director for information security, and Pei-Yi, Kuo (Assistant Manager) serves as head
and executive secretary of information security. Whereas, internal audit unit comprises
Auditing Office and other members, and takes charge of producing audit report and
following up on improvement status.

Information Security

Committee
Excutive Information Security
Secretary Auditing Team
Information Protection Emergency
Developing Team Response Team

To effectively implement information security management, the Information Security
Committee has established the "Information Protection Developing Team" which
includes units from Taiwan and overseas subsidiaries. The team follows the management
cycle mechanism of planning, executing, checking, and taking action (Plan-Do-Check-
Act, PDCA) to review the applicability of information security policies and protection
measures, ensuring reliable achievement of goals and continuous improvement. The
company continuously introduces innovative technologies for information security
defense and integrates information security control mechanisms into daily operations.
The company systemically monitors information security to maintain the confidentiality,
integrity, and availability of important assets, ensuring secure operation of information
systems and networks, and achieving sustainable business objectives.

Nanpao Resins Sustainability Report 2022
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3.1 Innovation Capacity

In 1971, NANPAO established "NANPAO R&D Center", whose objectives are to consistently achieve
breakthroughs, innovate and proactively conduct R&D, integrating R&D talents and resources
to accelerate the development of new, high value-add products, strengthening competitive
advantage, creating new value for the Company, promoting the position of NANPAO as a high-tech
adhesive company and marching toward the mission of becoming a leading global enterprise.

Afterwards, the institute was restructured into R&D & Innovation Division. Currently, the R&D &
Innovation Division consists of five research and development departments, bringing together
320 talented research and development professionals. Among them, the "Polyester Polyol R&D
Technology Department” focuses on the synthesis and application technology of polyester
polyols made from recycled PET bottles, aiming to develop high-end functional materials. The
center also continues to expand its research and development in green and environmentally
friendly materials, high-performance chemicals, and other new products and technologies.
In the short term, the main research direction and goal are high-performance and low-carbon
chemicals, utilizing the polymer synthesis and application technology accumulated by NANPAO
as the cornerstone, continuously enhancing the value-added industries.

Nanpao Resins Sustainability Report 2022
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R&D Collaboration Performance

In order to achieve sustainable economic development goals, the R&D & Innovation Division actively collaborates with external research organizations, combining its own expertise with that of external
professional units. Through this collaboration, the center aims to jointly develop bio-based products, high-performance products, and more, in order to enhance academic and industry exchanges and
share resources. This collaboration also fosters technological innovation and talent development, creating a win-win cooperation among businesses, schools, and research institutions.

R&D Collaboration
Performance
Collaborating in 2022

Synthesis and Application of Low-Carbon
Bio-based Resins

Stability of DM-629MDS Process

Development of UV-dissolvable Oil-based
Pressure Sensitive Adhesive

Partner

Industrial Technology Research Institute

Department of Chemical Engineering, National Cheng
Kung University

Japanese Technical Consultant

Focus

By leveraging the analytical techniques, testing
equipment, and vendor resources of the Industrial
Technology Research Institute (ITRI), we have connected
upstream, midstream, and downstream manufacturers in
the industry chain, accelerating the acquisition of special
raw materials and the on-machine testing process for
end products. This significantly shortens the timeline for
innovative product development.

By utilizing nuclear magnetic resonance (NMR) analysis
techniques for molecular structure analysis, we identified
the causes of product abnormalities based on the NMR
analysis results. This serves as the basis for improving the
production process.

The consultant provided information on Japanese
patents, allowing NANPAO to understand the
manufacturing method for UV-dissolvable
adhesives. The company then used its existing
formulations to adjust and create adhesives with
different properties.

Performance

Bio-based raw materials vary in their carbon content,
with most having higher prices, while a few, such as wood
cellulose, have lower prices. This collaboration allows
NANPAO to understand the types and characteristics
of bio-based materials, as well as their contribution to
sustainable environmental health.

By combining the analytical techniques, testing
equipment, and vendor resources of the Department of
Chemical Engineering at National Cheng Kung University,
we expedite the acquisition of special raw materials in
the front-end and the on-machine testing process for
end products, significantly shortening the timeline for
innovative product development.

By combining the company's testing equipment
and coating vendor resources with the on-machine
testing process of downstream electronics
manufacturers, the timeline for innovative product
development was significantly shortened.

Value

By utilizing NANPAO's expertise in resin synthesis and
coating formulation design, we incorporate bio-based
resin derivatives into related products, enhancing
product performance and added value.

If we eliminate factors such as recycling and
contamination, the yield of DM-629MDS can be improved
to 100% and extended to various product lines, enhancing
product performance and added value.

In a short period, suitable materials and methods
were identified, and on-site trial production was
completed, reducing unnecessary research and
development costs. Applied in the electronic wafer
industry, it increased product selling prices and
gross profit.

Result

NANPAO has applied for the Taiwan patent (1509034).
Various bio-based materials are applied in products such
as bio-based polyol, polyurethane dispersion (PUD),
polyurethane (PUR), polyacrylate, PU foam, and hot melt
adhesive (HMA).

Based on clear analytical evidence, we can conceive
improvement plans, conduct experimental verification,
and enhance process know-how, ultimately improving
product competitiveness.

Based on the consultant's patent, different UV-
dissolvable products with various properties were
developed, such as SD-488, 5680, and 5987.°

Salesin 2022

Sales volume: 1,427,742 kg.

Total sales in 2022 amounted to NT$145,600.
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Process Innovation 3.2 Business Units and Technology Core

NANPAO is committed to green innovation and quality improvement in production process

technology, aiming to minimize resource usage. Continuous process improvements are Footwear and sportswear R&D and Business Unit

implemented for key products to reduce labor and energy consumption.

LN &

N\ 7/,

Process improvement projects in 2022 include : \ Endorsement and Awards from a Globally Renowned Sports Brand /
Recognized as the Preferred Supplier for a Global Sports Brand I
s . : : iy
Product Process improvement Revenue in 2022 Consecutively awarded Best Adhesive Supplier by a Global
/ Sports Brand for two years. Q
~

After the process improvement, the equipment
was changed to a three-axis mixer, which greatly
improved dispersion efficiency. The thickening

Manpower cost
savings amount
to approximately

% Bio-Based
|

®
| \\

Sportswear

process, which used to take about L hour,cannow | NT$260,000, 1 £ Recyclable
be shortened to 15-30 minutes. During packaging, =~ and the increased Opportunities in Bio-based and Recyclable Products ; Low/Zero VOC
the entire reaction kettle can be removed from the = profitability ‘
mixing equipment, allowing another reaction kettle = from improved ( )
to continue production. The removed reaction = productivity is about PU Foam Insoles
kettle is moved to a physical pressurization device NTSl,035,000. S
for packaging. Since there is no gap between 7i"’f{?Lofaisf(ﬁjfyﬁofftnfglfi”7
the pressurization device and the kettle wall, NanPao has developed biomass
residual glue on the kettle wall can be scraped off materials with lignin extract from
during pressurization. The high pressure applied liquid waste produced during paper
significantly reduces packaging time, increases man_ufact_unng. The biomass materials
productivity (approximately 98%), and reduces provide high support and low

) o o elasticity, which can also achieve
wastewater during tank cleaning. The original negative carbon emissions.
process required three working days from feeding
to packaging a batch, while the new process can e N N
complete three batches in a maximum of one @ Footwear &Y Textile <°7 Footwear
working day. Additives @.é Adhesives V¥ Adhesives

We are developing NanPao has recycled Currently, 75% to 80%
eco-friendly, carbon-negative derivatives of carbon of NanPao footwear
The new process uses a high-temperature reducing = Manpower cost footwear additives, replacing dioxide as raw adhesives products are
agent that allows oxidation-reduction to take place  savings amount fossil-based materials with materials. The materials low-VOC or zero-VOC.
. . . . nature-based materials. provide great softness

without the need for cooling, thereby reducing = to approximately and breathability
high-temperature cooling time (especially for high- NT$48,000 . \. J \ i . J

viscosity products). Actual tests have shown a
reduction in process time by approximately 1.5 to
2 hours, resulting in a process time reduction of
about 16%.

As one of the top three footwear adhesive suppliers, the main customers of the Company are
mostly top sportswear brands. The footwear adhesive products of NANPAO are not only eco-
friendly, but also more applicable for various traditional and high-tech materials. Furthermore, the
Company is able to perform customization according to customer requirements, e.g. automation
technology of applying footwear adhesive onto the outsole. Apart from footwear adhesive with
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stable composites and constituents, the Company also provides products with low
viscosity and without organic solvent. NANPAO has a powerful R&D team that is able to
work together with a highly responsive technical service provision team. As such, NANPAO
is able to stand out from many competitors in the industry.

In response to the rapidly changing market demands and the continuous rise in labor
costs, the footwear industry is shifting towards process innovation and optimization
trends, such as process streamlining, rapid production, and automation. Our company
is dedicated to innovative research and development of adhesive solutions for the new
process lines in the sports footwear industry.

Through long-standing understanding with our brand and footwear manufacturing
customers, whenever they require the use of new materials, process optimization,
overcoming bottlenecks, or finding stronger adhesive solutions for new shoe designs,
they turn to NANPAO during the design stage for joint discussions and development. This
is why we continue to receive more orders and enhance our overall market share in the
sports footwear adhesive industry.

=N
S S

S

Ee= e
[ Counter & Upper ] [

Stock-fitting &
Assembly

The key parts of an athletic shoe that require footwear adhesive are as follows :

Most athletic shoes have at least 20 spots that require footwear adhesive. The materials for each pair of shoes
have their own unique properties and requirements for malleability, air permeability, waterproof property,
exterior, shock resistance and elasticity. Before applying footwear adhesive, the shoes also require the treatment
of cleaner and primer, and sometimes, hardener. We are able to provide exclusive and comprehensive footwear
adhesive solution for each shoe model.

Adhesive R&D and Business Unit

Bio-Based Low/Zero VOC High Performance

High Performance and Bio-based for Sustainable Life

Leading Supplier of local Tier-1
Diaper Brands in Mainland China

We have developed high wet-strength adhesives to extend diaper durability even
after wetting.

NanPao ultra-soft adhesives for the elastic band and diaper outer surface provide
greater comfort, remaining soft to the touch in both cold and warm weather.

( N [ 2\
Paper Coating Woodpow®-
Woodworking
Plastic free paper coating can make @ Adhesives
paper cups and paper containers
completely recyclable and reusable.

Our woodworking PUR
adhesives are solvent-free, with
great heat and moisture
resistance and high bonding
strength, which enables safer
and more sustainable furniture.

Paper Labels Lamination

Bio-based hot melt adhesives used for
paper labels lamination of metal cans.




Industrial & Tech Q% Eco-Friendly Low/Zero VOC {(*)} High Performance

Efficient and Eco-Friendly Solutions in High Demand

PSA for LCD ( )
@ Polarizer Plate UV Tape for Semiconductor

and TouchPanet |
Breaking into semiconductor supply chain

High temperature and high UV Tape is for semiconduc-
humidity resistance. tor process to protect
Acid free design which enables surface of wafer during
low corrosion and low pollution backgrinding process and to
design for ITO film. hold wafer with ring frame
during dicing process.
p N uring dicing p
With UV irradiation, the tape can be easily peeled from
the wafers, which help improve production efficiency.
\\ J
-
Automotive Adhesives
NanPao has developed
water-based adhesives products
(low/zero-VOC) for car interior
such as carpets, leather seats etc.
L J \_ )

Sportswear adhesive has always been NANPAO's strength. Apart from adhesive applying to athletic
shoes, 30% of the basketballs in the world are made using our adhesive. In Japan, 50% of the baseballs
are also made with NANPAO’ s adhesive.

Looking forward, one of the products that we shall focus on is adhesive for functional fabric of
sportswear. Meanwhile, the global adhesive market for non-woven, flexible packaging materials,
tapes and labels is comparable to the footwear adhesive market. To accelerate growth and increase
profitability via economy of scale, we adopt the Golden Sample in relation to these products to search
for star products that meet the three following requirements and accelerate growth :

ﬁ{}ﬁ 1. Market demand for application is strong

A4 ) : L
2. R&D team is able to develop product with top grade functionality
I 3. The product can be manufactured in a more cost effective way

Nanpao Resins Sustainability Report 2022

Main applications of adhesive products :

Flexible packaging B !
materials non-woven tapes woodwork textile

Coatings and construction materials R&D and Business Unit

Coatings & Construction Low/Zero VOC  {(2)} High Performance

Pursuing Home Efficiency e
and Living Comfort Powder Coatings for Tap
V¥ water Pipes

The First Solution Provider in Taiwan

Preventing the pipes from leaching chemical
substances into tap water. Making drinking tap
water safer and provide better quality and more
sustainable water in Taiwan.

J

Insulating Glass Sealant

Resistant to sunlight, extreme weather
and moisture, improving energy efficiency
for buildings.

Our initial and only goal for development is to assist customers and the vast market to gain an
understanding of construction chemicals further, to apprehend how to utilize highly efficient
and latest innovative products to optimize their own business value and create limitless
business opportunity.

The product domain includes liquid and powder coating, sealant, adhesive, and flooring and
waterproof materials for professional providers. The business office also provides customers
usage recommendation and consultation services on construction chemical materials. Apart
from providing chemical professional services and technical support, the business office has
also fostered long-term strategic partnership with key strategic team from Europe, Australia,
and the US.

The demand for environmental protection is a major driving force behind the development
of powder coatings. In the mainstream market, there is a search for methods to reduce the
volatile organic compound (VOC) content of products, leading to the substitution of solvent-
based coatings with powder coatings in industrial production. Powder coatings have low VOC
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content, are easy to clean, and overspray can be recycled. New water-based wood coatings have become

Y
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Innovative Development Section

The Innovation and Development Department aims to provide technological solutions for replacing new
materials and solving process problems to help our customers achieve their environmental and carbon
reduction goals, benefiting the environment and society together.

J

Climate Change/Circular Economy Series :

With the core principles of Replace (replacing petroleum-based materials), Recycle
(recycling and regeneration), and Reduce (reducing resource consumption), we develop
products that mitigate climate change.

By substituting existing petrochemical raw materials with bio-based materials in the
production of water-based acrylic resins, we not only maintain their basic properties
but also achieve ecological friendliness and sustainable development. We also design
formulations according to the specific requirements of our customers to efficiently
meet market demands.

.

Environmental Protection and Low Environmental Impact Series :

We develop various Eco-friendly products, such as water-based,
solvent-free, and non-phenol products, or products that minimize
process pollutants' emissions, reducing negative impacts on the
environment.

Polyester Polyol R&D Technology Section

Introducing the industry's polyester material recycling supply chain and utilizing water-
based co-polyester resins in polyester fiber substrates can enhance functional industries.
This is a future trend in the circular economy.

By adopting recycled PET bottles, which are cleaned and sliced, to produce recycled PET-
based polyols, they can serve as raw materials for water-based polyurethane (PU) products.
This not only reduces the dependency on petroleum for polyester but also minimizes
resource consumption and promotes resource recycling.

Transforming recycled PET bottles into high-performance polyester polyols can be applied as
raw materials in water-based PU. When applied in textile products, it can provide stiffness to
garments. If used in foam materials, such as chair cushions, it can offer comfort and softness.
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CONTRIBUTOR
Products that comply with ZDHC's zero
discharge of hazardous chemicals and
bluesign® international environmental
requirements.

W Ny

By utilizing synthetic resin polymer synthesis technology and structural design, harmful
substances and hazardous materials are eliminated and managed. In addition to providing
functional performance that meets product applications, the core technology also reduces
the harm of human exposure and environmental impact, ensuring consumer safety.

Currently, NANPAO has obtained bluesign® non-toxic certification for 20 textile products,
including textile foam coatings, lightweight windproof coatings, abrasion-resistant high-
strength bag materials, water-based PU for lamination, formaldehyde-free water-based
acrylics, PUR adhesives for fabrics/films, fluorine-free water repellents for dyeing and
finishing, and moisture-wicking and quick-drying agents for enhanced breathability.

To accelerate the management of chemical substances in footwear products, factories in
Foshan, Dongguan, Vietnam, Indonesia, and other locations have obtained the highest
level 3 certification from ZDHC (Zero Discharge of Hazardous Chemicals) globally. The shoe
chemicals supplied to renowned sports brands, accounting for 80% of the shipments, have
also obtained level 3 certification, solidifying the leading role in the shoe chemical industry.




Production Process Optimization and Product Innovation

NANPAO is the leading adhesive maker in Asia. Apart from consistently optimizing and expanding the existing
business, the Company also strives to increase its long-term competitiveness by putting in concerted effort
in innovation and R&D, fostering green business opportunities with a circular economic mindset. The well-
being of people is closely intertwined with ours, and the happiness of animals is equally important. NANPAO's
products undergo rigorous research and development, and they are continuously applied in various industries.
We are committed to ensuring that chemicals produced by NANPAO does not undergo animal testing. We utilize
recognized alternative testing methods or existing data to demonstrate the effectiveness of adhesion.

Product Life Cycle Assessment

The chemicals used in NANPAQ's various manufacturing plants, except for solvents, are not directly associated
with significant health or environmental impacts in products such as adhesives, coatings, building materials,
carbon fiber, and others. For these regulated chemicals, we conduct comprehensive risk assessments
and management throughout different stages of the chemical life cycle, including product development,
manufacturing, transportation, storage, sales, use, and disposal. NANPAO considers the environmental
impact of the product life cycle, including collaborating with customers on product development, raw
material manufacturing and transportation, and product manufacturing and testing stages. In addition to
focusing on managing hazardous substances, pollution prevention, and reducing resource consumption in
the manufacturing process, we also require suppliers to prioritize environmental protection and continuously
reduce the environmental footprint of chemicals.

Life Cycle Assessment (LCA) refers to the evaluation of the potential environmental impacts of a product or
service throughout its life cycle, including raw material acquisition, manufacturing, distribution, sales, use, and
disposal or recycling. Through LCA, companies can assess the environmental impacts of their products from
"cradle to grave," considering various aspects such as global warming and ozone depletion. The assessment
results can be applied to improve products, manufacturing processes, or services with the goal of providing
environmentally friendly products or reducing resource consumption in the product manufacturing process.

%) (=) (W

Raw materials Chemical Quality Sportswear Use of Wastes
production production  examination and textile sportswear disposal
production and textile and recycle
GHG reduction Pollution Hazardous Product Pollution
Energy and prevention substance energy prevention
water saving Hazardous Carbon and saving Wastes
substance water footprint recycle and
Waste reuse
reduction and Environment Product
management management life cycle
system assessment

NANPAO has completed the environmental footprint analysis of water-based
adhesives in accordance with ISO 14067 life cycle assessment standard. The
declaration unit is per kilogram, and an ISO 14067 verification statement has been
obtained. The calculation results indicate that the majority of the environmental
footprint comes from the raw material acquisition stage. In the future, there will be
continuous efforts to expand the coverage of product life cycle assessment (LCA),
establish operational procedures for conducting product life cycle assessments,
provide training to employees through internal courses, and design low-carbon
products by analyzing carbon hotspots and implementing improvements.

4 N\
Social Inclusivity

Producing more value-adding Improving environment and
product solutions with less raw quality of life with science
materials (lowering VOCs, etc.)

G

) |8

\

-
.

\
lIF&
J

Co-Creation of Value

Lowering greenhouse gas

emission, consistently reducing
hazardous substances in products with
innovation and process re-engineering

Leading paradigm shiftin
customers with eco-friendly
products and energy conserving
production processes
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Low-carbon Chemicals

The company is committed to the trends of circular economy and ESG sustainable
development, aiming to achieve sustainable business goals through the use of
bio-based materials and recycled materials, contributing to circular economy,
environmental protection, energy conservation, and carbon reduction. The bio-based
materials we have developed can reduce carbon emissions by 5-80% depending
on the bio-based content. Our product range includes bio-based PU foam cushions
certified by the US USDA bio-based label, bio-based polyols applicable for PU
foam and adhesive synthesis, bio-based shock-absorbing materials for insoles and
midsoles, bio-based spray resin and adhesive for footwear, bio-based functional
coatings for textiles, bio-based PUR for wood floor adhesion, and bio-based hot melt
adhesive for food container labels.

Furthermore, by incorporating recycled materials into our products, we have
developed textile coating resins and heat transfer resins containing r-PET, floor
coatings containing recycled wafer waste, and textile coating resins containing oyster
shell powder, which can reduce carbon emissions by up to 26%. In response to
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government initiatives to reduce plastic usage and to overcome traditional food container
coating processes, we are dedicated to developing water-based non-plastic paper coating
resins that provide water and oil resistance and can be fully recycled as paper after disposal,
aiming to achieve multiple goals of plastic reduction, carbon reduction, and waste reduction.

Existing Biomass Product Items :

Polyurethane dispersions (PUD), polyurethane resin (PUR),polyaluminium chloride (PAC),
hot melt adhesives, polyurethane foam materials, ethylene vinyl acetate(EVA) foam and
polyester polyol

Acrylic Used in Textile Made with Oyster Shell Powder

R
Calcination @ @

Oyster shell CaCo3 Trace element Ca0

Acrylic
+
Oyster Shell Powder

©
Rubon ) ()

fluoro-free
textile

Drier

Complete coiling

5 o Q ©

Direct rub-on fabrication

Biomass and Eco-friendly Adhesive Application for Vehicles

Roof and door of vehicle
Hot melt adhesives

Seat
« Leather (water-based PU surface)

» Foam (direct production/recycled polyol) Vehicle interior
(dashboard/arm rest/accessories)

Hot melt adhesives

a4

Low Volatile Organic Compounds (VOCs) Double-sided Tape and Pressure Sensitive Adhesive

Window of
electric vehicle
The film has micro
pores which can
prevent water and
dust from penetrating
the model.

Vehicle door

Surface protection film of
metal decking board

Fixed interior
materials

Air conditioning

. i
——
Line bundle ’:
Seat

High elasticity
insulation ethylene tape Adjustable slideway glide

Fixed vehicle roof
trimming and shock
absorbing foam sheets

- Sustainability -
Application | Green product ) ) Sustainability
Biomass | Recycle Vg::::j Sofl;/eeent
Leather Water-based PU O Carbon reduction : >50%
cathe resin for surface No greenhouse gas emission
. Hot melt VOC-free green products
Adhesives adhesives O No greenhouse gas emissio
. Biomass content: 70%
Biomass polyol O Carbon reduction : >50%
PU foam Content of recycled
Recycled polyol O material : 20-40%
Carbon reduction : 20-40%
Biomass PU )
- - 0,
PU foam foam (cushion) O Biomass content : 25-35%

3-3 Accountable Chemical Management

As part of the effort of the chemical industry in practicing principles that encourage eco-friendliness, and
labor safety and health, as well as exhibiting the commitment to consistent performance improvement,
chemical management has always been one of the core foundation of our development. We have
adopted a product lifecycle mindset since the design and R&D stages, assisting customers in developing
substitution products. In the product design stage, we avoid using chemical substances that have
potential hazardous risk that may endanger human lives and health. We also strive to reduce the risk of
employee exposure to chemicals.




Nanpao Resins Sustainability Report 2022

Accountable Chemical Management Strategy for 55% of NANPAQ's total revenue in Taiwan, it has a 3% reduction compared to the year 2021. We
- actively and cautiously approach the handling, use, and even the final disposal of such chemicals.
The handling of these chemicals is also included in the annual factory emergency response
' ' @ ‘ ‘ = scenarios. Through proactive scenario planning and implementation of appropriate response
@ @ measures, we ensure that our employees are familiar with timely and proper control measures in

N different situations, keeping the consequences of accidents within acceptable risks.
devzfcfpl)gmnent mgtaewrlal Manufacturing | Transportation - | Utilization Waste In 2021, NANPAO Taiwan set a goal to reduce the usage of chemicals listed in the Restricted

Substances List (RSL) based on EU regulations by 50% in all their sales products by 2030. The
research and development team actively sought alternative products and adjusted formulations,
successfully reducing the usage of high concern chemicals listed in the RSL by 62% in 2022,
surpassing the 50% reduction goal set for 2030. This achievement demonstrates NANPAO's strong
® commitment to green chemistry. The table below compares the usage of high concern chemicals
in NANPAO Taiwan's main products between 2021 and 2022.

|
|
Chen*:ncal hazard and risk assessment

|
Safety management

| | |
R&D for substitutes l l
g ‘ } } Substances of Very High Concern in bulk products-Taiwan(kg)
} Enhancemént of production efficiency | }
| P—— | |
| | |

| |

j j

| | |
Chemical safety information sharing

|

|

KT E e R E

) ) ) 250,000
For factory management, the environment and occupational safety offices of the headquarters

and various factories are important units for chemical management. "Chemical Management

Procedures” has been established, whereby based on various stages of chemical lifecycle 200,000
management, source control and management at adoption phase are undertaken. Furthermore,
the utilization stage is the focal point of management within factories. Regulatory updates
pertaining to chemical control promulgated by the competent authority are carefully monitored
so as to catalogue the impacts on factories and discuss the response measures. This is to ensure
the operation of various factories and relevant units meeting local regulatory requirements and 100,000
protecting employee safety and health in utilizing chemicals. When products are delivered to
customers, we also have the corresponding transportation and customer service departments.
Apart from providing customers with the best technical service, we also seek to undertake
chemical management and fulfil our sustainable beliefs.

150,000

50,000

GHS Classification of Chemicals

: . Water-based .
According to the United Nations' GHS system, the "Globally Harmonized System of Classification 105 primer White glue

PU products
(2-ethoxyeth- (DMF)
ylacetate)

Nonyl

4-tert-
(4-ter Phenol

Butylphenol)

PVAC

and Labelling of Chemicals" adopts an internationally recognized hazard communication R
(boric acid)

framework to promote the safe use of chemicals and enhance protection of human health and the
environment. It covers physical, health, and environmental hazards and provides workers with a
more comprehensive understanding of chemical hazards in the workplace. It reduces the need for
chemical testing and evaluation, facilitates appropriate assessment and identification of chemical e 2021 250,110 131,776 32,457 8,917 17,887
hazards, avoids trade barriers related to chemicals, and promotes safe international trade.

The headquarters in Taiwan has conducted hazard risk assessments for 100% of its products,
and all subsidiary companies within the group continue to assess product hazards based on this
standard. In 2022, the revenue from products classified as GHS hazard levels 1 and 2 accounted . ®

7022 0 47,851 6,876 3,771 13,120
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and Serve

Product Quality Guarantee

NANPAO aims to provide customers with stable, safe and legally compliant products and services. Product
quality is seen as the bedrock of branding growth and sustainable development. For internal management,
our resolution in pursuing good quality and meeting standards shall not be compromised. For training
wise, the quality policy is imparted in all employees to ensure complete compliance and implementation,
and serves as the principle for work assignments and routine processes, as well as performance indicators.

The product life cycle pertaining to the health and safety aspects of products, and evaluation and
management procedures of green products are as follows :

)

¢
'O

®-6-@-

Status
&

* Each year, all sportswear
products shall be submitted to
SGS, a third party certification
body, to certify that forbidden
substances are not used, as per
requirements of major brands

* Obtaining ZDHC Contributor

( R&D stages )

» R&D management : For product development and design, the Company requires the products to
meet special regulations, e.g. Restriction of Hazardous Substances Directive (RoHS) and Substances
of Very High Concern (SVHC), eight major heavy metals, etc. Moreover, the Company also encourages
the development of biodegradable products that can reduce environmental impact.

 Supplier management: The Company undertakes supplier evaluation and requires suppliers to
provide letter of commitment for environmental protection so as to control and mitigate the risk of

toxin exposure.
g ’ J

( Production management )

» Raw material management : Before entering the factories, all raw materials shall undergo quality
control procedures. Raw materials that do not meet requirements shall be labeled and stored
separately, and reviewed for their handling method.

= Production : Compartmentalized conduits, reactors and product types to prevent parallel and cross
p P yp P! P
\_ contamination. )

( Delivery management A

» Prepare documentation according to environmental protection requirements of different
\_ customers. Undertake 100% GHS and regularly review for non-permissible composites.

AN

Waste treatment
» Simplify and reduce packaging material used, or adopt recycling in line with customer requirements

%
2B

£ EU L?:!
libﬁﬁcp
Products sold to EU

* 100% passing quality checks before
delivery

* Quality of exported products meeting
EU regulations, including RoHS, and
Registration, Evaluation, Authorization
and Restriction of Chemicals (REACH)

* Obtaining bluesign® SYSTEM PARTNER

) \Certification ) L )

* Adopt the formulation
of production batch
numbers and undertake
100% sampling
inspection

* 100% passing quality
checks before delivery

3.4 Good Customer Relationship

Technical Service

The customer satisfaction level is not merely built on product quality. In fact, the after-sale
services are the key to customer satisfaction. The technical service department has gathered
many experienced professionals who have accumulated solutions for technical problems
over time. Furthermore, we have established a comprehensive big data database which is
sent to various locations of operation to provide professional technical service for customers
in the vicinity. Meanwhile, for the properties of each product, the Company also provides
customer production teams with complete guidance and support on the product usage. When
customers are in the product development stage, the technical service teams of NANPAO are
able to promptly provide viable solutions to collaborate in resolving product problems. In
the event that customers encounter difficulties in product usage and report back to the sales
department, the technical service units shall immediately take over to provide support.

After customer products are in the manufacturing stage, the technical service units shall collect
all problems encountered by customers in the production lines and perform troubleshooting
exercise at the customer ends. Each quarter, the technical service units shall convene a
technical seminar to take proactive actions in resolving problems encountered by customers.

Protection of Customer Privacy, Rights and Interests

For the protection of customer privacy, the documentation of business information, trading
transactions or any information related to customer privacy is undertaken by designated
personnel so as to implement personal data management which is required by the provisions
of Personal Data Protection Act. Internally, any access to customer records must be approved
and authorized beforehand to ensure that no leaks pertaining to customer confidential
information shall occur. In 2022, the Company had not received any complaint regarding
sabotage of customer privacy or loss of customer information. Meanwhile, the development,
product registration, marketing and advertisements, sales, etc. shall be completed in an
orderly manner. The product marketing and advertisement activities shall be undertaken in
accordance with the law and regulations. In 2022, no incident counterfeit or infringement of
rights had occurred.

Customer Satisfaction

@

Customized service. Regularly understand
and respond to customer needs and feedback
through meetings or questionnaires,
providing the best customer service.

T
=k
O




To understand customer satisfaction with the services provided by NANPAO, the General Manager,
along with the business department's sales team, conducts annual on-site visits to assess customers'
perception and evaluation of our products and services. Through regular annual communication
opportunities, we can steadily improve and make continuous progress.

Each year, we conduct customer satisfaction surveys at least once for key customer groups in our
business areas. In 2022, the Taiwan headquarters conducted on-site visits to 30 customers, focusing
on eight key indicators to solidify our brand image and improve quality stability, professional
service capability, expertise, customer handling, and feedback speed. Feedback from customers
is consolidated into a SWOT analysis for NANPAO's business promotion, and quarterly reviews of
customer satisfaction feedback are conducted during quality management review meetings. We
identify and address any shortcomings in our products and services and propose improvement
plans to provide services that better meet customer expectations.

Service

Thrustworthiness Quality
O AO

Q
Brand &08 Innovation

Customer
A
Proficiency

Technology

Efficiency
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Green Manufacturing and
Low Carbon Transformation

NANPAO values and responds to climate-related financial disclosure, net-zero emissions,
renewable energy, green chemistry, and circular economy initiatives. The company has
implemented the 1ISO14001 environmental management system to integrate sustainability into
daily operations, and promotes various sustainable actions from the perspectives of climate
change, energy, water resources, waste, and air pollution prevention to protect the earth's
environment and enhance corporate value.

Environmental Sustainability Policy and Management Approach

T L]

| —]
Management and
installation of system
® Formulation of
management goals Application of Al Influence on
and follow-up on technologies in suppliers, vendors Answering
completion rate i ! ;
pleti production management and customers in government
© Optimization of Production process collectively policiesin
management system optimization and engagingin promoting
o Implementation of equipment improvement environmental management
education and training protection programs
. J

Environment Policy

NANPAOQ's environmental policy is to produce environmentally friendly products, comply with
regulations, prevent pollution, save energy and reduce waste, involve all employees, and
continuously improve. NANPAO also commits to :

1. Implementing 1SO14001 environmental management system and practicing continuous
improvement.

2. Disclosing rele vant information regularly in accordance with local and international laws and
regulations.

3. Continuously improving the ability to research and develop green products, and strictly
adhering to international standards for environmentally friendly products.

4. Clearly communicating the policy and requiring all employees to fully implement it, working
together to protect the environment.
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Environment Management Organization

To strengthen its sustainable environmental performance, NANPAO has established a
comprehensive environmental management organizational framework, with responsibilities
delegated according to the organizational structure, and is committed to achieving various
environmental management-related performance targets.

( BOD )

Sustainable
Development Committee

Risk Management Team
(Group level)

( General Manager )

Safety&Healthy
Management Commiittee

Energy-saving
Management Committee

Factory Representative
(Vice Presodent of
Production)

Safety&Healthy

Environmental
Department

Protection Department
All levels of
executive units

Members of the board of directors serve as convener of the risk
management team and the sustainable development committee.

The general manager serves as the chair of the safety and health

Organization committee and the energy management committee.

and job

responsibilities The vice president of production serves as the representative of the

1SO14001 environmental management system and manages the effective
operation of the environmental management systems of each plant.

All levels of executive units are responsible for promoting environmental
protection projects and managing the risks and opportunities of major
environmental considerations.

In the era of climate change, with the advent of low-carbon and circular economy, only
businesses that pursue environmental sustainability and green production are able to stand
out in a competitive market. The capital market has gradually incorporated environmental
protection performance into the investment policies. Customers are also looking forward
to low-carbon products or services. Government policies are also following the trend and
shepherding companies to embark on low carbon transformation.
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Low Carbon Progress of NANPAO

Items

Governance

Strategy

Risk
Management

50

The Board of Directors is the highest governing body for climate management. The Board regularly supervises the overall sustainable development strategy and the results of the
company, including the performance of the climate change action plan, and provides appropriate recommendations.

The Board sets up a Sustainable Committee, which is responsible for formulating sustainable issues and climate-related governance strategies. The CEO is a member of the
Sustainable Committee and the Risk Management Team under the Board. In addition to regularly reviewing the company's internal sustainability promotion strategies and policies,
it also grasps external environmental changes, synchronizes the company's sustainable risks and opportunities into the overall risk management of the company. The CEO regularly
reports on strategy and execution progress to the Board and the Risk Team to effectively integrate the risk management achievements of the Group and its subsidiaries.

Under the Sustainable Committee, the ESG Sustainable Execution Working Group is set up, and the CEO serves as the Chief Sustainability Strategist, with the Operating Management
Department serving as the leader of each subsidiary. Based on the "NANPAO Zero Emission Plan," the executive teams holds monthly meetings to review the carbon reduction plans
and performance of each unit, and the Planning Department integrates the daily management activities of each plant in the company on climate change and energy issues, and
checks their execution quality and effectiveness, and reports regularly to the Chairman of the Board.

NANPAO has established a list of climate-related key risk and opportunity issues based on the TCFD framework. Department managers from various plant sites participated in
evaluating the operational impacts that climate change may have in the short, medium, and long-term across functions such as the supply chain, research and development,
and operations.

Following the TCFD framework, physical risks are assessed using the AR6 SSP5-8.5 scenario discussed by the Intergovernmental Panel on Climate Change (IPCC), while transition
risks are evaluated using the 2050 Net Zero Emissions (NZE) scenario proposed by the International Energy Agency (IEA). The company evaluates risks and opportunities under
different climate scenarios, including the most severe ones.

Adopting the TCFD framework to analyze policy and regulations, technology, market, corporate reputation, acute and chronic climate risks, and through questionnaires and
communication with senior executives to determine major climate-related risks facing the company.

NANPAO has established a "Risk Management Policy and Procedures" and regularly evaluates risks each year. The company has also listed climate-related risks on its main risk list
and planned corresponding monitoring measures and mechanisms to control the risks.

Transformational risk management:

In response to market changes, the company develops high-performance and low-carbon chemical products with "Replace” (substitute petroleum raw materials), "Recycle"
(recycle and regenerate), and "Reduce" (reduce energy resource consumption) as the core to develop products that mitigate climate change and are eco-friendly.

The company has an Energy Management Committee that regularly holds energy-saving meetings and learns from best practices in the industry to develop suitable
energy-saving measures for each factory.

Physical risk management:

The company adopts the Water Risk Assessment Tool (Water Aqueduct) developed by the World Resources Institute (WRI) and combines it with the actual management status
of the factory to develop water resource risk response plans for Taiwan's major factories, controlling for two main hazards: heavy rainfall and water shortages.

The company analyzes supply chain disruptions, evaluates the increase in raw material input costs, the scope of transportation impacts, and develops plans such as self-made
raw materials, off-site production, and flexible transportation scheduling to increase operational resilience.
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= NANPAO has formulated climate-related indicators and short, medium, and long-term goals to track management effectiveness in response to major climate-related risks
and opportunities. Relevant departments have developed corresponding measures such as greenhouse gas reduction and renewable energy installation:

* Greenhouse gas reduction

@1’ + Annually conduct a greenhouse gas inventory following 1ISO 14064-1
Q + The company aims to complete carbon inventories of scope 1, 2, and 3 for the entire plant area by 2027.
+ Reduce carbon emission intensity by 10% by 2025.
Targets &
Goal « Achieve carbon neutrality by 2050.

° Renewable energy installation

+ Complete the installation of renewable energy equipment with a capacity of 1,200 kW in the factory by 2023.

+ Complete the installation of renewable energy equipment with a capacity of 4,800 kW in the factory by 2025.

- J

List of NANPAO ISO Certifications

: "1509001 "15050001 "1S014001 "15045001 "IS027001 w;;:rz:f?ggi o "S014064-1

Quality Control Energy Management Environmental Health and Safety | Information Security Greenhouse Gas
System" System" Management System" |Management System"|Management System" mas\;:tge;n;ﬁnt Inventory"
Taiwan o o o (] o (] o
Foshan(CN) (] o o [ ] o
Foshan Advance(CN) o [ ) [ ) o o
Dongguan(CN) o () (] (]
Dongguan Jiaqin Elec.(CN) ([ o ([ ] o
Kunshan(CN) [ ) o o
Fuging(CN) o o
VNP(VN) ([ ] o o o
NP Materials(VN) [ ) [ ) o o
NP advanced materials(VN) o o [ ] o
NNV(VN) o (] [ ] [ ]
Indonesia [ () ([ (]
Thailand o ([
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4.1 Climate Change Management

According to the Intergovernmental Panel on Climate Change (IPCC), the global average temperature has risen by nearly 1.1 degrees, and in recent years, natural disasters caused by extreme weather have
become more frequent worldwide. Controlling climate change has become one of the most important global actions, and NANPAO is also doing its best to mitigate the impacts of climate change. NANPAO
combines its existing governance framework and follows the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD) to disclose the company's four core governance, strategy,
risk management, and indicators and targets related to climate change, and effectively carry out responsive management.

Analysis of Significant Climate Change Risks and Opportunities Impact for NANPAO

Risk type Key factor/risk issue Impact P.erlod of Risk to NANPAO Oppor:tumty Flnanclal Strategic response
level | impact derived influence
Investment in low- Smart low-carbon Establishment pf garbon reduction roadmap and achieving
carbon technology, oroduction carbon neutrality in long term
equipment and ¢ Capital i ; :
Policy and regulations : chon mqanggement ot Participation in exp?enditure Promotion of energy conservation and carbon reduction
o Greenhouse gas emission | High te(r)r:wi o carbon trading i measures
control Total carbon emission Diff - * Operational Change to low energy consumption equipment
volume and carbon ifferentiating costs ] i )
trading, carbon fee and enhancgment of Promotion of recycling and reusing of waste
carbon tax systems competitiveness Management of greenhouse gas scope 3 emission intensity
Expansion of new
Market: Low-carbon p ‘ ) ) - : !
Transformational | technology Regulations and energy business | ¢ Capital Investment in energy efficiency enhancing equipment
i expenditure i i
risk « Renewable energy High | Mid-term procurement of Devglopment and p ‘ Investment in solar power generation
« Carbon capture, utilization renewable energy application of * Operational Proactive search of new energy such as wind, biofuel,
and storace (CC’US) carbon capture costs geothermal, organic solvent cracking power generation
8 technology
Market : Conital Increase of sales percentage of eco-friendly products
Environmental protection e Capita
A . P ‘ * Investmentin Enhancement dit Consistent investment in R&D expenditure to increase R&D
and sustainable products . Short- expenditure ’
High term technology and of product ) capacity
* Green supplier ) management cost competitiveness | * Operational Proactive improvement on the passing rate of product
certifications (Bluesign, costs : P p g P
ZDHC, Higg Index) testing
Use of WRI scientific model to evaluate physical risks of
various production bases
Real-time monitoring of precipitation, water level and
changes in water regime to establish sales emergency
Surge of transportation response coordination mechanism
. . . Short- anq equipment Strengtheﬁmg ¢ Operational Utilization of real-time water resource statistics from Water
Physical risk Typhoons and floods High maintenance costs of operational : ;
term costs Resources Agency to formulate strategies for tackling water

due to heavy rainfall/
typhoons and floods

resilience

shortage

Situation management : Adoption of optimal storage
management and flexible adjustment of transportation

Adoption of water conservation production processes and
programs
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4.2 Greenhouse Gas Emission and Management

Greenhouse Gas Emission Management Policy and Implementation Program Greenhouse gas emission volume(type 1&2) for NANPAO Taiwan
16,000 [~== - r3.50
:: -3.00
[ o | =~

12,000 -~ T o W ~~12.50
Management and . L2.00

installation of system 8,000 F—- NN NS N __]
-1.50
-1.00

e Perform greenhouse gas Installation of solar panels 4,000 == - ]
emission inspection in +0.50

accordance with 1SO 14064-1

0 0.00

e Regularinspection of
greenhouse gas emission
volume and reporting to the ®
competent authority mmm Type 1 (metric tonne of CO2e) 6,923 5,570 5,068 3,793 5,512

» Consistent promotion of

indirect greenhouse gas Type 2 (metric tonne of CO2e) 7,601 8,494 8,308 8,821 9,577
emission inspection

2018 2019 2020 2021 2022

* Consistent promotion of Revenue(NT$ million) 5321 | 5173 | 463 | 5360 | 6212
reduction goal of greenhouse

gas emission

Greenhouse gas emission
density (type 1+2/ 2.73 2.72 2.89 2.35 2.43

Increase in renewable energy use ) /-
Revenue in NTS million)

. J

NANPAO is committed to achieving carbon neutrality by 2050. The company has undertaken a phased approach to establish and procure renewable energy, gradually working towards this goal. In 2023,
greenhouse gas inventories in type 1 and type 2 were conducted and verified across all the group's facilities, obtaining certification. Starting from 2025, the verification process for type 3 to 6 emissions will
be carried out in all group facilities, aiming to achieve 100% coverage by 2027.

Using an organizational carbon inventory approach, NANPAO Taiwan emitted approximately 190,768 metric tons of CO2e3 in greenhouse gases from type 1 to type 6 in the year 2022. The total emissions
from type 1 and type 2 increased by 19.62% compared to the previous year. The increase can be attributed to the implementation of ISO 14064-1 verification in various facilities in 2022, as well as the
completion of the operational headquarters and research building in the fourth quarter of the same year, which expanded the inventory scope compared to 2021.

Regarding the inventory work for type 3 to 6, significant emission sources were first identified, followed by inventorying these sources. In NANPAO's 2022 inventory, the major emissions in type 3 to 6
primarily stemmed from upstream raw material usage and distribution. To further control these two major emission sources, NANPAQO's research and development department is dedicated to reducing
solvent substances in their products and adjusting formulations using recycling and bio-based materials to lower the carbon footprint. The procurement center has also implemented "local procurement”
practices to reduce carbon emissions from the transportation of raw materials.

53



4 Green Manufacturing and Low Carbon Transformation

54

Greenhouse Gas Emission Density of Manufacturing Factories in NANPAO Group in 2022

Total emission

Foshan . )
. Foshan Dongguan Dongguan Kunshan | Fuging | VNNP | NP Materials | NP advanced | NNV . . of NANPAO
Taiwan | ey Adzguged (N JagineN) | N | Ny | ) (VN) materials (vN) | (v) | 'ndonesia | Thailand |2 o cturing
factories

Typel
(metric tonne of 5,512 486 1,893 435 11 47 88 483 1,141 1,152 192 45 55 11,540
CO2e)
Type 2
(metric tonne of 9,577 1,867 2,364 671 452 494 223 1,643 1,772 185 463 40 70 19,821
CO2e)
Total emission of
type 1 &2 (metric 15,089 2,353 4,257 1,106 463 541 311 2,126 2,913 1,337 655 85 125 31,361
tonne of CO2e)
Revenue 6,212 2,120 2,352 513 179 725 381 | 3323 1,592 936 562 | 1,499 65 20,459
(NTS$ million)
"Greenhouse gas
emission density
(typel+2/ 2.43 1.11 1.81 2.16 2.59 0.75 0.82 0.64 1.83 143 1.17 0.06 1.92 1.53
Revenuein
NT$ million)"
1S014064-1 Verify in
verification v v v v v v v v v v v v 2024
Type 3
(metric tonne of 1,370 3,766 8,618 1,160 169 412 606 2,392
CO2e)
Type 4
(metric tonne of 174,309 51,696 90,245 21,523 6,625 39,455 39,463
CO2e)
Total emission
of Type 1~Type 4

190,768 57,815 103,120 23,789 7,257 42,187 44768

(metric tonne of
CO2e)

Note 1: The reference for greenhouse gas emission coefficients required for the greenhouse gas emission inventory is primarily based on the announcement of the "Greenhouse Gas Emission Factor Management Table Version 6.0.4" by the Environmental Protection Administration of the

Executive Yuan.

Note 2: The data on global warming potential provided by the Fifth Assessment Report (2013) of the United Nations Intergovernmental Panel on Climate Change (IPCC) is used as the basis for calculations.

Note 3: Our company adopts an operational control approach, aggregating the greenhouse gas emissions of Type 1 and Type 2 from various production regions. The accounted greenhouse gases include carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons, sulfur

hexafluoride, and nitrogen trifluoride.
Note 4: Due to Type 3 to Type 6 (Categories 3 to 6) not being categorized as "owned or controlled emissions sources," it is difficult to aggregate and obtain relevant emission information. Therefore, they are temporarily exempted from the inventory scope.
Note 5: Foshan NANPAO's Category 4 raw materials accounted for approximately 70% of the 2022 inventory.
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4.3 E nergy Man agement Energy Consumption Statistics of NANPAO Taiwan

Energy Management Policy and Implementation Program E Purchased Non

nergy electricityl

consumption (kwh) renewable

{:} e 2019 13,261,000 36,845,049

2020 16,157,300 40,425,569

_ Management and 2021 19,380,650 40,402,689

installation of system
2022 19,254,730 47,734,070

* Adoption of ISO 50001
management systems

Provisions of
Renewable Energy
Development Act
on installation and
purchase of green

Automated Energy
ma magement Note 1: For 2019 to 2020, the scope of computation for purchased electricity covered the 1st factory, Pao-Li factory and the 5th factory.

. Note 2 : 2021 onward, the scope covered the 1st factory, Pao-Li factory, the 5th factory, headquarters factor, carbon fiber and various liaison offices.
» Performance of production

process optimization and energy
conservation incorporated into

Promotion of energy
conservation and
carbon reduction

Note 3 : Renewable energy in the form of self-installed and self-utilized solar power is used to offset on-site electricity consumption.

the incentive system programs. energy NANPAO Taiwan Energy Consumption

\ J 60,000,000 === e e e e e 10.00
9.00

The General Manager serves as the convener and establishes cross-departmental energy 50,000,000 8.00

management review task force. The task force convenes meetings on a regular basis to review 40,000,000 _]7.00

energy consumption, implement energy conservation measures and follow up on the results of 6.00

energy conservation program consistently. In line with the relevant procedures and regulations 30,000,000 f 15.00

formulated by the energy task force, the task force takes charge of executing assignments 4.00

and providing the energy task force with all the necessary details pertaining to the programs. 20,000,000 == - T e T 71300

Furthermore, the task force coordinates with the smart platform of management system at 2.00

the factory ends, whereby factory personnel can monitor the energy consumption level of 10,000,000 === == T ] 1.00

various equipment at any time. Via analyzing data from the platform, the Company consistently 0 O-OO

reviews the optimization of production processes, enhances energy consolidation and reduces 2019 2020 2021 2022 ’

unnecessary consumption, thus increasing the energy efficiency rate. In the future, we shall ¢

continue to promote the inspection and consultation on factory area provided by professional Renewable energy (kwh) 13,000

team, whereby the professional team proposes improvement hotspots of the factory area and Purchased electricity(kwh) | 13,261,000 | 16,157,300 | 19,380,650 & 19,254,730

recommendation of solution, and assists in improvement execution. With the large factory-

leading-small-factory model, the benefit enjoyed by the overall ecosystem may be enhanced. Natual gas (kwh) 22,890,827 | 23,631,620 | 20,325,016 | 27,784,118

Current energy management strategies include : Disel (kwh) 693,222 636,649 697,023 682,222

Automated Energy Management : (1) We implement automated systems to manage energy

consumption efficiently, (2) Energy Conservation and Carbon Reduction Projects : We actively ggnngaiz]sygr?l(eksvnhe)rgy 36,845,049 | 40,425,569 | 40,402,689 | 47,734,070

promote projects aimed at reducing energy usage and carbon emissions, (3) Optimization of

Management Systems and Energy Efficiency : We continuously improve our management systems Revenue (NT$000) 5,173,269 4,635,634 5,359,550 6,212,303

to optimize energy consumption while incorporating energy-saving practices. Performance in this

; . . Non renewable energy
area is rewarded through our incentive program. consumption density
P, o ) ) . . (total energy consumption/ .12 8.12 154 1.68
The 3 factories in Taiwan and 2 fact}o}rles‘m Foshan City, Guangdong Province has certificated with Revenue in NTS thousand)
I1SO50001 energy management certification.
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NANPAO Taiwan's total energy consumption from non-renewable sources in 2022 was 47,734,070 kwh, an increase of 18.15% (7,331,382 kwh) from 2021. The main reason for this was the robust
performance that year, which led to an increase in natural gas consumption to meet the higher production volume. The energy intensity has also increased by 1.93%.

In recent years, NANPAO Taiwan has actively promoted energy-saving measures. Despite the increase in total energy consumption and production volume in 2022, the total electricity usage decreased by
0.65% against the trend.

Innovative Energy Saving Projects Across All Factories

NANPAQ's two main directions for carbon reduction strategy are low-carbon energy and process energy-saving. In 2022, the company will promote energy-saving projects in various factories of the
group, while continuously improving energy efficiency through the use of energy management systems.

Type Area Project
i Secondary Steam Recycling for Reuse - Recycle to Boiler
aiwan
2022/03 —> 2023/6 In the PU and PUD processes, the condensate water pump uses steam as power to push the secondary steam condensate to the
Process recovery tank for recycling to the boiler. This effectively recovers the condensed steam water.

energy saving

factory
energy conservation

Taiwan THF Waste Liquid Distillation and Recovery Equipment
2022/4 —>2023/3 Approximately 1,200 tons of wastewater and waste solvent are recovered and treated.
Taiwan Replacing Smart Electricity Meters: Smart Meters Save Energy

2023/1 —> 2023/12

it is expected that annual electricity usage will decrease by 10%.

Vietnam
2022/11

Reduce the Night-time Operation of Motors by About 3 Hours

Indonesia, Foshan
2022 — 2023

Replacing Electric Forklifts

Each diesel forklift consumes approximately 3,240 liters of diesel per year. Replace diesel forklifts with electric ones.

Foshan
2023/01 —> 2023/06

Chiller Replacement

Retire older equipment with higher energy consumption. It is expected to complete the replacement of new equipment in the
first half of the year, and save 50,000 kWh of electricity in the second half of the year.

Foshan
2023/01 —> 2023/12

Replacing Fixed Frequency Air Conditioners with Variable Frequency Air Conditioners

The fixed frequency air conditioners in the factory, office, and dormitory areas will be replaced with variable frequency air
conditioners, which is expected to save about 20-30% of electricity per unit.
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NANPAO Group Energy Consumption in 2022 Renewable Energy

NANPAO sees energy and greenhouse gas emission management as important issues in its routine
operation. As such, it consistently promotes energy conservation and carbon reduction measures
to improve the efficiency of energy use. Meanwhile, the Company also proactively answers the
- 41 % call of local governments' energy policy and installs solar panels in most of the manufacturing
factories. During the inventory of greenhouse gas emissions, it was found that the emissions of
categories one and two were mainly from purchased electricity. Therefore, our company actively
2022 manages energy and promotes carbon emissions reduction by installing solar power generation
equipment on the roofs of our factories. In 2022, our company generated a total of 1,378,239 kWh
of renewable energy, resulting in a reduction of approximately 702 metric tons of atmospheric
~. [ pisel(kwh) carbon dioxide emissions.
5

[0)
O A) B Natural gas(kwh) NANPAQ's renewable energy installation goals are to complete the installation of renewable
B Purchased electricity(kwh) energy generation equipment in 40% of its factories (with a capacity of 1,200KW) by 2023, and in
70% of its factories (with a capacity of 4,800KW) by 2025.¢

9%

i Natural Purchased In 2019 In 2020 In 2021
Disel(kwh) gas(kwh) electricity(kwh)
Taiwan 682,222 27,784,118 19,254,730 Renewable energy power 813,256 900,257 855,411
generation capacity (kwh)
Foshan(CN) 453,254 1,129,757 6,799,350
Roof space for rent (Taiwan) 127,826 136,070 140,317
Dongguan(CN) 667,178 715,394 1,970,000
Self-built for sale (Taiwan)
Kunshan(CN) 0 0 1,112,454
Fuging(CN) 72,487 140,035 391,800 Self-built for company
use(Taiwan)
VNP(VN) 1,392,013 0 2,250,100 huii
self-built for company 941,082 1,036,327 995,728
use(Foshan)
NP Materials(VN) 2,790,435 0 2,454,600
S et 527 500
advance 101,600 3,294 314,512 Lk .
materials(VN)
4 ) ( N\
NNV(VN) 92,026 4,773 1,068,360
Indonesia 156,307 0 51,760
Thailand 11,723 0 163,000
Total 6,419,245 29,777,371 35,830,666
. J . J
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4.4 Water Resources

Water Resource Risk Assessment

To monitor the water resource risk facing various factories group-wide, the Company
has adopted water resource risk assessment tool, Water Aqueduct developed by World
Resources Institute (WRI), along with the actual management in the factories, to devise
the response measures and programs to mitigate water resource risks of main factories
in Taiwan. Two major risks, namely heavy rainfall and water shortage, have been
incorporated for control performed. For water resource risk assessment, the WRI tool
serves as the basis for reference for subsequent adjustments and risk rating to monitor
the water supply and water demand risks of different factories.

Water Management Policy and Implementation Program

Management and
installation of system

In 2022, 1SO 46001, water
efficiency management
systems has been adopted

Cooperation with brands to
inspect the results of water
conservation

Cascaded recycling and
reusing of water

Rain water storage, recycling
and reusing

Water quality monitoring and
spill-over prevention

Reduction and recycling of
water consumption

. J

Water Intake and Reuse

NANPAO utilizes three major strategies for water resource management : reduction,
reuse, and recycling. The primary water source is tap water, and in 2022, NANPAO had a
total water intake of 86,334 m3, the total water consumption increased by 3.59% (2,989
m?) compared to the previous year due to significant sales performance growth during
the year. However, the water consumption intensity per unit of revenue decreased
by 12.5% compared to the previous year, indicating that NANPAQ's water resource
management measures have yielded favorable results.

Water Consumption of NANPAO Taiwan in 2022

100000 f=-======—-=-——-mm oo 0.020
90000 f~—==—=——=—~- P 0.018
80000 f———-———>~- |- -10.016
70000 - -10.014
60000 |- -10.012
50000 - -10.010
40000 - -10.008
30000 f- -10.006
20000 - -10.004
10000 - -40.002
0 0.000
2020
Water consumption
intensity (Total water
intake - drainage 64,405 70,662
discharge)
Rain waters (m?) 466 733 495 853 825
mmm Tap water (m?) 74,987 93,816 85,630 82,492 85,509
Total water
consumption (m?) 75,453 94,549 86,125 83,345 86,334
(Tap water + rain water)
Drainage discharge (m?) 18,940 15,672
Water consumption
intensity (total water
intake - metric tonne / 0.014 0.018 0.019 0.016 0.014
every NT$1,000 in
revenue)

In recent years, extreme weather conditions have caused unstable water supply in Taiwan, leading to
conflicts between industrial and domestic water usage. To alleviate the impact of these conflicts, NANPAO
has implemented various measures for water resource management, such as open-source conservation,
aiming to improve the water consumption in their processing system and processes. NANPAQO also focuses
on recycling wastewater, such as through the discharge of wastewater recovery, rainwater harvesting,
steam condensate recovery, and cooling water recovery through heat exchangers, to increase the recycling
rate within the factory. Therefore, the company continues to maintain the concept of recycling and reusing
water and is gradually moving towards the goal of multiple water sources, aiming to reduce the risk of
production loss or damage caused by water restrictions and to minimize the impact on water resources.

All water sources used by NANPAO are supplied by the Taiwan Water Corporation, and the company does
not draw water from ecologically protected areas or use groundwater sources. NANPAO is not included in
any ecological conservation areas or water quality protection zones, and no species in the surrounding
area have been listed in the IUCN Red List or the National Protection List.



Water Sources

The water sources for each plant are primarily categorized into groundwater, tap water, and
industrial water. When planning for water usage, we take into consideration government policies,
company development, industry trends, and the water resource needs of the surrounding
communities. For instance, we collaborate with regulatory authorities to establish groundwater
extraction points for the plant, ensuring access to water for the public during dry periods while
effectively managing the allocation and distribution of water resources. Furthermore, both the
quantity of water extraction and the methods employed are designed to minimize any significant
adverse impacts on the ecological environment and nearby residents in the water source area.

Response Measure for Areas with Tight Water Resources

Climate change has changed water resources, causing water flow and quality to be important
issues awaiting critical resolution. NANPAO has catalogued locations of operation that face
tight water supply according to open and reliable information on areas with tight water supply-
Aqueduct Water Risk Atlas. The factories in Kunshan and Thailand are situated in area with tight
water supply. From 2022 onward, NANPAO strengthens management in areas facing tight water
resources and sets water resource management goal to reduce water intake, as the Company
proactively seeks to understand and respond to local communities and environmental impact,
and protect precious water resources.

For areas facing tight water resources, NANPAO has undertaken the following improvement
measures and program to tackle water shortage and flood :

Project Reasons Improvement solutions
¢ Increase capacity of the tap water reservoir.
¢ Implement on-site water recycling.
Water Low rainfall leading to e Purchase water from external sources
shortage | insufficient water supply (e.g., groundwater from suppliers or other
sources).

Establish a water (wastewater or seawater)
recycling system.

e Install floodgates for water resistance.

Climate change causing e Add additional water pumps.

Flooding sudden heavy rainfall

e Elevate equipment to prevent flooding or
consider relocation.
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Comparing the total water intake of the group for the years 2021 and 2022

230,000 === m === mmmmm e
225,000 f-=-=mmmm -
220,000 f-=-===—=——mmm -
215,000 f-=-——=mmmmm -
210,000 ===,

205,000 f---------

200,000
2021 2022

Total water

intake (m?) 209,082 225,346

In 2022, the total water intake from tap water (225,346 liters) increased by 7.78% compared to
2021 (209,082 liters). The primary reason for this growth was a higher demand for the group's
products, leading to an increase in water consumption for various manufacturing processes.

Comparing the total water consumption of the group for the years 2021 and 2022

200,000 === === === mmmm oo

150,000 f---------

100,000 f---------

50,000 F-------—1

Total water
consumption (m?) ’

In 2022, the total water consumption was 124,173 liters, showing a significant decrease of 20.76%
compared to the total water consumption in 2021, which was 156,713 liters. This substantial
reduction indicates that each operational facility has made conscientious efforts and achieved
remarkable success in optimizing water resources utilization.
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Wastewater Management

Rivers play an important role in providing water resources and serve as important habitats for diverse fauna. The wastewater generated by NANPAO undergoes chemical treatment, biological treatment
(activated sludge), and MBR membrane treatment, and is discharged into water bodies approved by environmental protection agencies after meeting the regulatory discharge water standards. Daily
inspections and periodic inspections as required by law are carried out to comply with the requirements of relevant stakeholders (bluesign® inspection), and efforts are made to maintain the environment
as an important part of the overall NANPAO environmental plan to achieve sustainability goals. NANPAO's wastewater management includes daily regular wastewater quality (COD) testing by the internal
environmental laboratory to strengthen the monitoring and management of discharge water quality to ensure compliance with standards, which are more stringent than regulatory requirements
(COD<100mg/L). Sampling and testing of the discharge water quality are outsourced every six months to comply with regulatory requirements and the requirements of relevant stakeholders (bluesign®),
including heavy metal testing and fish egg toxicity (zebrafish eggs). All testing items (as shown in the table below) are below the regulatory limit to ensure that the discharge water has no impact on the
environmental ecology of nearby water bodies.

Wastewater Monitoring Data
NANPAO has selected COD, SS, ammonia, and nitrate-nitrogen as the key parameters for monitoring in wastewater discharge. These priority substances are closely monitored and compared against the
regulations set by the competent authorities to demonstrate the achievements in wastewater treatment.

Chemical Oxygen Demand (COD) Unit:mg/L
800

600

400

200

Taiwan  Foshan (CN) Dongguan (CN) Kunshan(CN)  Fuging (CN) VNNP (VN) NP Materials (yN) NP advanced NNy (VN)  Thailand Indonesia

materials (VN)

25

20
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10

—
Taiwan  Foshan (CN) Dongguan (CN)  Kunshan (CN)  Fuging (CN) VNNP (VN) NP Materials (VN) Nptad'vin(ifl\?) NNV (VN)  Thailand Indonesia
materials
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Suspended solid (SS) Unit:mg/L

T
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Taiwan  Foshan (CN) Dongguan (CN)  Kunshan (CN)  Fuqing (CN) VNNP (VN) NP Materials (VN) NptaqV?lm(C\?"j) NNV (VN) Thailand  Indonesia
materials
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materials

Note 1: Each plant's process characteristics and applicable discharge standards may vary, resulting in different treatment and standard comparisons for water quality parameters at each site.

Note 2 : The standard values are based on the headquarters' (Taiwan) water quality discharge standards.

Note 3 : The average values of emission concentrations are presented based on the reported test data.

Note 4 : Nitrate-nitrogen is not regulated by the competent authority at the China plant, hence no specific testing data is available.

Note 5: The wastewater produced at the Fuging plant is domestic wastewater, and there is no industrial wastewater to be treated. The wastewater at the Vietnam plant is managed and treated by qualified contractors, and there is no information on industrial wastewater treatment.
Note 6 : Foshan region includes Foshan NANPAO and Foshan Advanced Materials, Dongguan region includes Dongguan NANPAO and Donggung Jiagin.
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4.5 Air Pollution Prevention

Air Pollution Management Policy and Implementation Program

* Regular inspection of air pollutant emission and

Management reporting to the competent authority
ianns(:allation e Air pollution prevention campaign
of system e Management personnel are required to attend
training and obtain the relevant licenses
{C} Change to natural gas boiler

Launching low VOC chemicals as per customer
requirements

|._| Ensure that air pollutant emission meeting the
a requirements of certification bodies such as
Reach, Bluesign and ZDHC
Announcing air quality and
undertaking response measures in
—

line with regulatory requirements

Air Pollution Prevention

NANPAO has established "Procedures for Air Pollutant Emission Prevention
Management", where it consistently adopts air pollutant emission prevention
technology, regularly reviews existing facilities and production procedures, and regularly
inspects boiler equipment and exhaust piping so as to ensure that emissions are meeting
regulatory requirements.

In 2022, NANPAO Taiwan emitted 66.06 metric tons of volatile organic compounds (VOCs)
during its production process, which represents an 8.58% reduction (6.2 metric tons)
compared to 2021. The VOCs emissions equivalent was reduced by 15.38% compared to
2021.

To effectively reduce air pollution and control emissions of harmful pollutants such as
VOCs, NANPAO has actively researched process improvements and added preventive
equipment to find the best feasible technology. In 2022, NANPAO invested in a gravity bed
waste gas treatment facility and a regenerative catalyst thermal oxidizer (RCO) to handle
harmful pollutants generated during production with the best feasible technology,
reducing their impact and contributing to the overall NANPAO environmental plan, which
is committed to maintaining the environment and achieving sustainable goals.

Greenhouse Gas Emission of NANPAO Taiwan

Item (metric tonne) VOCs
2018 110.37
2019 69.09
2020 62.49
2021 72.26
2022 66.06

Note 1: From 2021 onward, the Environmental Protection Administration (EPA) has promulgated "Standards for Hazardous Air Pollutant Emission from

Stationary Pollution Sources" to control the emission of hazardous air pollutants (HAPs). NANPAO Shall Adopt the EPA Standards and Start to Collect

HAP Emission Data from 2021 Onward.

Note 2 : All NANPAO facilities do not produce, import, export, or emit any ozone-depleting substances (ODS).

0.025
VOCs equivalent
for NANPAO Taiwan 0-020
0.015
: 0.010
N RN RN BN B __ ] 0005
0 0.000
_ 2018 2019 2020 2021 2022
VOCs 110.37 69.09 62.49 72.26 66.06
Revenue (NTS million) 5,321 5,173 4,636 5,360 6,212
VOCs equivalent (VOCs in metric 0.021 0.013 0.013 0.013 0.011
tonne/Revenue in NTS million) ’ ’ ’
Greenhouse Gas Emission
o X . (o)
in manufacturing factories 26% ~
of NANPAO
2022
B vocs NOx
SOx HAPs
VOCs
Greenhouse Gas Emission in manufacturing 102
factories of NANPAO (metric tonne)




2022 NANPAO Taiwan Environmental Related Penalties and Improvements Completed
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NANPAO Taiwan was fined a total of NT$450,000 in February and April 2022 for violating Article 20, Paragraph 1 of the Air Pollution Control Act and Article 29, Paragraph 1, Subparagraph 2 of the Regulations
Governing the Control and Emission of Volatile Organic Compounds from Stationary Pollution Sources. The violations occurred in the Baoli and 1st plants due to exceeding the inspection values of
equipment components for process tank reactors. NANPAO is handling the aftermath of the penalty case with caution, immediately repairing the leaking components and implementing countermeasures

to prevent similar incidents from happening again.

Incident

Action

¢ Date of disposal : February 16, 2022
o Disposal reference number: No. 1110015639

¢ Violated regulations : Article 20, Paragraph 1 of the Air Pollution Control Act and Article 29, Paragraph 1, Subparagraph 2 of the
Regulations Governing the Control and Restriction of the Emission of Volatile Organic Compounds

e Description of violation : Pou-Li Plant is engaged in the manufacturing of plastic raw materials and holds an operating permit
for the manufacture of other synthetic resins or plastic processes (M01). During an inspection conducted by the competent authorities
and Kai Teng Environmental Technology Co., Ltd., a testing company approved by the Environmental Protection Administration on
December 27, 2021, while the MO1 process at Pou-Li Plant was operating normally, the initial test result of equipment component
(No. 1101227F207L) flange (F) of the MO1 process reactor tank (E021) was found to be 18,698 ppm (net test value > 10,000 ppm), which
exceeded the standard for one point in this test.

* Monthly environmental self-inspection

e Each unit should regularly implement self-inspection
* Manhole covers should be kept clean and locked

* Deformed gaskets should be replaced immediately

* Component leaks require emergency repairs

NT$150,000 NT$100,000

Incident

Action

¢ Date of disposal : April 1st, 2022
¢ Disposal reference number: No.1110034597

¢ Violation of regulations : Article 20, paragraph 1 of the Air Pollution Control Act, and Article 29, paragraph 1, subparagraph 2 of the
Regulations Governing the Control and Emission Standards of Volatile Organic Compounds.

¢ Violation of Regulations: Factory 1 holds an operating permit (M01) for other synthetic resin or plastic manufacturing processes. On
January 5, 111, during an inspection conducted in collaboration with the Environmental Protection Agency and a certified testing
company, Kaixing Environmental Technology Co., Ltd., it was found that the M0O1 process at Factory 1 was operating normally. The test
results revealed that the net detected values for three points in the M01 process exceeded the standard limits:

(1) Equipment component flange (F) (No.: 1110105F220L) had an initial detected value of 24,504 ppm (net detected value > 10,000 ppm).
(2) Equipment component flange (F) (No.: 1110105F014L) had an initial detected value of 21,087 ppm (net detected value > 10,000 ppm).
(3) Equipment component flange (F) (No.: 1110105F155L) had an initial detected value of 20,396 ppm (net detected value > 10,000 ppm).

* Monthly environmental self-inspection
* Each unit should regularly implement self-inspection
* Manholes should be kept clean and locked securely

* Gaskets that have deformed must be replaced
immediately

* Leaks in equipment components should be repaired
urgently

* Purchase FID equipment for self-testing.

NT$300,000 NT$600,000
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4.6 Waste Management

Waste Management Policy and Implementation Program

Management and installation of system

* Reduction of waste from sources
e Waste sorting, grading, recycling and reusing

* Sale of waste with economic value to external
vendors for recycling and reuse

* Engagement of qualified vendor to perform
disposal for waste without economic value

& i

Strict inspection of
information of waste

. treatment vendors
Installation of sludge

treatment equipment

Recycling of packaging
material by collaborat
with customers

ing

W ] ] 2,500 =" e r0.50
1,500 -~ +0.30
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_ 0 2018 2019 2020 2021 2022 000
Hazardous industrial waste (metric tonne) 983 691 690 858 711
General industrial waste (metric tonne) 1,143 665 500 950 972
Total volume for waste disposal (metric tonne) 2,143 1,364 1,238 1,867 1,683
Revenue (NTS$million) 5,321 5,173 4,636 5,360 6,212
—— wvaste daposal Revanve TS millon) 040 | 026 | o021 | 035 | 0
2018 2019 2020 2021 2022
General industrial waste (metric tonne) 1,143 665 500 950 972
Hazardous industrial waste (metric tonne) 983 691 690 858 711
Reused and recycled waste (metric tonne) 8 8 48 74 53
Reused and recycled hazadous waste (metric tonne) 562 514 543 649 615
Reused and recycled waste % 0.70% 1.20% 9.60% 7.80% 5.46%
Reused and recycled hazadous waste % 571.17% 74.38% 78.70% 75.66% 86.47%

NANPAO has established a "Waste Management Operating Procedure" to
manage its waste, and complies with environmental regulations to properly
classify and label the waste generated. The waste is stored in designated
locations according to regulations, and an internal waste inspection and
auditing system has been established.

The waste of NANPAO is mainly waste solvent and resin generated from
the manufacturing processes. In order to achieve sustainable resource
utilization, the company's waste management principle prioritizes reuse
within the manufacturing process to reduce raw material usage. Recycling
is the next priority, and incineration or landfill disposal is only used as
a last resort. The company has significantly reduced its waste solvent
production by promoting solvent reuse. Additionally, for waste that can
be recycled, the company sorts the waste and outsources the recycling of
materials such as paper, plastic, and scrap metal to recycling companies.
Some empty steel and plastic drums are reused or recycled within the
factory, and the company is continually striving to reduce waste.

In 2022, the total amount of waste generated during production was 1,683
metric tons, a 6.91% reduction (125 metric tons less) compared to 2021
(1,808 metric tons). The company will continue to focus on reducing waste
at the source and actively seeking waste treatment facilities or reuse
organizations (treatment plants) to effectively dispose of waste within the
factory or utilize it within a circular economy. The company is committed
to environmental sustainability and achieving its sustainability goals. In
2022, the recycling and reuse rate of hazardous waste reached 86.47%,
marking a significant increase of 14.29% compared to the previous year.

Hazardous Waste

Hazardous waste within the factories mainly comprise waste solvent
and containers used for hazardous chemical storage. The Company has
engaged waste disposal vendors certified by the competent authority of
environmental protection to perform the disposal service.

Apart from engaging certified waste disposal or treatment vendors and
requiring proof of completion of disposal or treatment as per regulatory
requirements, the Company also uses GPS to track the route and final
destination of the waste. Employees in charging of environmental
protection also monitor the process in person or follow the disposal vehicle
on an ad-hoc basis. On-site visits to the vendors are made to ensure that
different types of waste are handled properly to prevent additional burden
on the environment and risk of pollution. When engaging waste treatment
service, the Company shall hand over the waste and report the handover
as per regulatory requirements. In line with the law, within 48 hours, the
Company shall confirm that the vendors have indeed received the waste.



Waste Disposal Details for Each Plant in 2022
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Solvent Recycle Statistics of NANPAO Taiwan
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treatment Apart from reducing the waste volume, recycling solvent is able to significantly reduce the emission of carbon dioxide. In
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Total 2,251 2,026
Recycled % 20.88% 54.89%

Solvent Recycling

NANPAO has completed an environmental footprint analysis of water-
based PU dispersion (including packaging) using LCA technology and
obtained an 1S014067 verification statement. In the water-based PU
process, waste solvents are distilled and recycled back into the process
(acetone), which not only significantly reduces the production of waste
solvents but also reduces the cost of waste disposal. Other chemicals
(butanone) produced after the distillation of waste solvents are sold
back to customers. This not only improves resource efficiency but also
enhances our operational performance, realizing the circular economy of
waste turning into gold.

NANPAO Taiwan continues to expand its equipment and processes for
solvent recovery and reuse. In 2022, a total of 5,620 tons of solvents were
recovered, representing a 9.66% increase from the previous year.

2022, solvent recycle reduced a total of 12,529 metrics tonnes in carbon dioxide emission.

Carbon emission reduction from recycling solvent (tCO2e/year )
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- Aceton 3,632 3,696 3,464 4,289
mmm MEK 7,012 7,013 7,271 6,885
Carbon emission (tCO2e/year) 10,644 10,849 10,855 12,529
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4.7 Ecosystem Preservation

All production bases of NANPAO have undergone evaluations pertaining to the environmental protection law in the planning phase. Moreover, the Company has selected locations in industrial areas
permitted by location government as its production bases. These areas are neither nature reserve or habitat of flora and fauna nor areas on IUCN Red List of Threatened Species. For all production activities,
we are committed to pose as little influence and impact as possible on the local biodiverse environment. To reduce the environmental impact posed by our production processes, NANPAO has implemented
the relevant pollution prevention equipment to enhance treatment efficiency and reduce the influence on the environment.

NANPAO has also established a "Biodiversity Policy”, committed to introducing prevention, mitigation, and monitoring practices within the scope of corporate efforts, and calling on supply chain partners to
support and collaborate together.

NANPAO Group Biodiversity Policy

NANPAO is committed to addressing climate change-related issues and recognizing the importance of biodiversity conservation and forest preservation in recent years. We have developed the "NANPAO
Group Biodiversity Commitment" to incorporate preventive, mitigative, and monitoring practices within the realm of corporate capabilities. We also call upon our supply chain partners to support and
collaborate with us to achieve the following commitments and guidelines :

1. Avoid establishing new operational locations in areas internationally or nationally defined as important habitats, biodiversity-sensitive regions, or designated as natural protected areas. We also avoid
locating in neighboring areas that are ecologically connected or mutually influenced by hydrological and vegetation conditions.

2. Avoid activities that harm or impact protected forests and species during our operations.

3. When operating in proximity to critical biodiversity areas becomes necessary, we will strive to implement preventive, mitigative, offsetting, monitoring, and restoration measures within our corporate
capabilities.

4. Promote the concept of biodiversity conservation and forest preservation to internal and external stakeholders, raising awareness of environmental protection among stakeholders.

5. Ensure that NANPAO and our supply chain partners comply with relevant international laws and regulations in our operations' locations. Our operations will not engage in deforestation, and we will
refrain from development activities in forested areas, highly conservation-worthy regions, peatlands, and similar areas.

6. Informed by the situation, we will refrain from procuring from suppliers that contribute to biodiversity loss, engage in illegal logging, or violate regulations.

7. Collaborate with supply chain partners and stakeholders to support biodiversity conservation, forest preservation, and ecological protection efforts.

As a responsible corporate entity, NANPAO is dedicated to implementing these commitments and guidelines to contribute to the preservation of biodiversity and the protection of our natural environment.
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NANPAO values human rights issues and continuously adjusts work regulations to comply with domestic
and international laws and regulations. The company has adjusted working hours, wages, and vacation
rules according to the latest revised labor laws to ensure that every employee can work with peace of
mind and enjoy protection and security in the workplace. NANPAO is committed to creating a high-
quality and friendly workplace.

To uphold the basic human rights of NANPAO's employees and value chain partners (including
customers, suppliers/contractors, agents, joint ventures, and local communities) and promote
sustainable development in the environment, society, and economy, NANPAO has formulated a "Human
Rights Policy." The policy supports and respects the protection, respect, and remedy principles of the
United Nations Universal Declaration of Human Rights, the first and second principles of the United
Nations Global Compact, the United Nations Guiding Principles on Business and Human Rights,
and the international human rights norms of the International Labour Organization's Declaration on
Fundamental Principles and Rights at Work. NANPAO complies with local laws and regulations to ensure
the implementation of human rights protection work.

Note : Please refer to the company website for NANPAO's "Human Rights Policy."

Human Rights Protection Measures of NANPAO

Comply with government labor laws and international norms, and do not force
or coerce anyone who is unwilling to perform labor.

No child labor is allowed in any of Nan Pao Resins' operating
locations.

Ensure that employees' wages are not lower than the local minimum
wage and safeguard employee benefits.

Reasonable work hours are limited and employees are entitled to paid leave.
Respect employee choices and allow employees to join unions freely.
Implement diversity and equality and oppose any form of discrimination.

Establish "Measures and Penalties for the Prevention and
Control of Sexual Harassment," ensure privacy and personal information protection in the
workplace, and hold educational training courses and relevant event reporting channels.

NANPAO pays close attention to protection of privacy and personal data. We have
established privacy and personal data protection policy. We also require members of
NANPAO and other collaborative vendors to comply with Personal Data Protection Act
promulgated by ROC, General Data Protection Regulation promulgated by EU and personal
data protection law in any location of operation when collecting, handling, utilizing,
retaining and disclosing personal data so as to ensure legal compliance, and that concerted
effort is put in to protect personal data, and the rights and interests of every individual.

To consistently strengthen the awareness of members of NANPAO on personal data
protection so as to implement management and operation that meet regulatory
requirements, we educate them on regulations and operating procedures on personal
data protection, and review the maintenance on personal data protection via internal
training and important announcements on a regular basis. Based on the evaluation results,
relevant management programs and measures shall be formulated.

Human Rights Risks Management Procedures

Identify the subjects and issues that are susceptible to human rights impacts,
conduct corresponding due diligence investigations to implement human rights
risk assessment, and provide complaint mechanisms to safeguard the interests of
all stakeholders.

Implement human rights management in daily operations, starting with the four
elements of policy, measures, communication, and records, to prevent potential
human rights risks and harm to rights.

Adopt various risk assessment methods for different subjects, conduct annual
human rights risk assessments, identify subjects and issues with risks, and report
to the Sustainable Development Committee.

Develop mitigation and compensation measures for human rights risks and
subjects that are easily exposed, and plan future human rights management goals
to implement a continuous improvement mechanism.
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Role of NANPAO Target Human Rights Issues

Freedom of choice of employment,
working hours, wages and benefits,

Employers All employees non-discrimination, prevention of
Value chain Foreign employees | sexual harassment, occupational safety,
partners Female employees = €Mergency preparedness, workplace
(including joint injuries and occupational diseases, data
ventures) privacy and security.
Child labors Teen employees
Freedom of choice of employment, youth
Suppliers / employment, working hours, wages and
Purchasers Cthp ; benefits, occupational safety, emergency
ontractors preparedness, responsible mineral
sourcing, data privacy and security.
Assisting The community Water resources, noises, air pollutions
community nearby and
development environment
Service Data privacy and security
. Customers
providers

Diversity Recruitment

Good quality human resources are one of the keys to the success of NANPAO.
The Company has established reasonable and fair human resource system and
healthy internal organization so that employees are able to make full use of
their talents. The Company treats applicants and employees in a fair manner
regardless of ethnicity, gender, age, religion, nationality or political inclination.
By upholding the principle of "valuing talents, enshrining people" the Company
provides equal employment opportunity to its employees. Furthermore, the
Company proactively utilizes diverse avenues, such as social media, campus
internship, internal recruitment and industry-academia cooperation to recruit
world-class talents. The Company also proactively engages in industry-
academia cooperation with various universities and provides short-term
internship opportunities to students, so that students are able to experience
work life and make use of their knowledge. Student are therefore, able to
quickly adapt to the industry.

Main Policy Responsible Unit Due Diligence Complaint Mechanism

Internal reporting
channels: internal
reporting channels of
each subsidiary (audit
department)

Human resource Internal compliance audit
center, Hunan resource
department in other

subsidiaries

Human rights policy

External reporting
channels: customer
service mailbox

(info@nanpao.com)

Supplier code of conduct Procurement center, Supplier code of conduct
purchasing units of statement, supplier audit,
subsidiaries internal compliance audit

Sustainability practice Operational site plants | Plant monitoring of noise,
guidelines water and gas emissions

Privacy and personaldata | Operational site plants | Annual risk assessment,
protection policy internal compliance audit unit

Care for Employees with Disabilities

NANPAO pays special attention to the special needs of employees with disabilities and values their training and
development. We employ more disadvantaged groups than required by law, and collaborate with the Tainan City
Department of Labor to develop vocational training for people with disabilities. Through the guidance and teaching
of senior employees and supervisors, employees with disabilities can smoothly integrate into the workplace and
complete their work tasks, and we create an environment suitable for their work through ergonomics.

NANPAO values employee diversity and employs a total of 11 employees with disabilities, in compliance with the
requirements of the "Persons with Disabilities Rights Protection Act." We also respect our employees' religious
beliefs, culture, and customs, and have never been involved in any incidents that violate their work rights and
human rights.

In 2022, all employment contracts between employees and the company in each operating location comply with
relevant local laws, and there were no incidents of discrimination, sexual harassment, child labor, infringement of
indigenous rights, or forced labor.



International student University
internship student internship
Disability occupational Home visit for students
therapy integration with disabilities

Employee Composition and Retention

As of 2022, NANPAO had a total of 3,083 employees. The total number of employees in the
Taiwan headquarters was 691, with 172 female employees and 519 male employees. In
recent years, NANPAO has actively promoted a gender-equal working environment, which
has helped attract female employees. In 2022, the proportion of female employees increased
by 11.69% compared to the previous year (from 23.1% to 24.7%). Due to the labor-intensive
nature of the chemical industry to which the company belongs, over 70% of the employees
are male. In terms of age composition, over 70% of NANPAO's employees in 2022 were
concentrated in the 30-50 age group.

However, NANPAO recognizes that a "diverse" employee composition can increase corporate
resilience and help improve overall business performance. Therefore, the company continues
to create a diverse and friendly workplace environment, and hopes to continue to increase
the proportion of female employees and female managers, working towards a gender-
friendly workplace. In 2022, the proportion of female managers in NANPAO Taiwan increased
by 1% compared to the previous year (with an additional 1 female grassroots manager).
NANPAO also emphasizes the diversity of employee nationalities and composition, with each
operating location having employees primarily from the respective countries.

Distribution of Employee Numbers of NANPAO Taiwan
2020 2021

Age

<30
years
old

30-50
years
old

>50
years
old

total

Employee Overview by Region for the Group in 2022

Human resources
distribution of
NANPAO Group

2022

Famale
Male

!



Numbers of Female Supervisors in NANPAO Group Talent Recruitment and Retention

Employees are the most important asset of NANPAO. As such, the Company has provided a comprehensive

0,
2022 % promotion management course and employee welfare system to facilitate continuous self-development
of employees. In addition to general recruitment channels, NANPAO actively participates in campus

Junior supervisors 34% < Juni sors - secti ) ; . o
P NO‘e1'*“a”n“;’ngff;vqggfg'eﬁgs;” recruitment events in order to attract more young talent to the stable and solid chemical industry. To
Executives 2% (inclusive) retain competitive talents, the company strives to create a friendly working environment, emphasizes
Note 2 : Executives : managers above _lj i ini iti i
Staffin STEM . Do presg_‘dem vvork life balance, provides employee tra\nlng aﬁd development opportunities, and promotes continuous
department 0 (inclusive) self-improvement for employees to achieve their personal career development.
Note 3: STEM deaprtment : staff in
Total 100% areas of science, technology As a player in the chemical industry, the majority of new employees in the NANPAO Group are operational

d )
enaeneneenne staff, R&D personnel, and management personnel aged between 30 and 50. In response to the rapid

growth in the group's performance in 2022, the proportion of new hires in Taiwan is 22%, and the

Nationality Distribution of Employees in NANPAO Group in 2022. proportion of new hires in the entire group is 23%.
Nationalit Total . .
: |y The Newcomers in Taiwan
China 830
: <30 30-50 >50 Male & Average
Taiwan 1005 Year | Age\Gender yearsold | yearsold | yearsold Total Female | turnover (%)
Indonesia 206
India 12
2020 47 681 %
Bangladesh 21
Hong Kong 6
Thailand 60
Malaysia 42 2021 100 666 15%
the Philippines 22
Vietnam 665
Australia 210
2022 154 691 22%
Korea 4

Total 3083



The Newcomers in NANPAO Group

Nanpao Resins Sustainability Report 2022

Turnover Rate in Taiwan

<30 30-50 >50 Male & Average <30 30-50 >50 Male & Average
Year | Age\Gender yearsold | yearsold | yearsold Total Female | turnover (%) ‘Year Age\Gender yearsold | yearsold | yearsold Total Female | turnover (%)
- Male N N Male o
newcomers e e ; newcomers o o ;
0 0 0 0 % 5% 10% 2%
2020 - o o o 524 2954 18% 2020 : : : : 106 681 16%
Female 81 76 4 Female 3 11 4
newcomers newcomers
% 10% 9% 0% % 2% 7% 3%
Male
Male 23 14 48
. 168 214 21 newcomers
% 4% 3% 9%
% 8% 10% 1% 2021 116 666 17%
2021 . . . . 505 | 2,953 20% Female ., .~ - 0
Female 94 91 7 newcomers
e % 5% 8% %
% 11% 11% 1% Mal
o 39 62 10
e 225 269 16 newcomers
neweomers % 8% 12% 2%
% 10% 12% 1% 2022 F l 133 691 19%
2022 711 3,083 23% nevm; ’er 10 9 3
emele 80 111 10
newcomers % 6% 5% 2%
- % 9% 12% 1% - - -
N . Turnover Rate in NANPAO Group
Note 1: New hire rate (%) = Number of new hires in the category in the current year / Total number of employees in the category at the end
of the current year. o <30 30-50 >50 Male & Average
Note 2: The number of new hires does not exclude employees who resigned midway. Year Age\Gender years old years old years old Total Female | turnover (0/0)
Due to the industry structure, the workforce composition of NANPAO is mainly made up of people newlvlglniers 169 236 40
aged 30 to 50. Therefore, the resignation rate also tends to be higher in this age group, which is
L . % 8% 11% 2%
not significantly different from 2021. 2020 581 2,945 20%
Female
52 71 13
newcomers
Turnover % 6% 8% 2%
. . . ) ) ) Male
In terms of managing resignations, once an employee expresses the intention to resign, the - 169 248 38
human resources department will arrange an exit interview and seek suggestions from the
. % 8% 12% 2% o
employee about the company. The department will also try to understand the reasons for the 2021 Female 637 2,953 22%
employee's resignation, provide care and retention efforts, and offer suggestions for improvement hewcomers 7 91 14
or adjustments to various management levels. The human resources department regularly % 9% 11% 2%
analyzes data on the job type and seniority of departing employees to gain a comprehensive Male
view of talent flow. The department also periodically arranges internal job transfers or open . 159 258 37
recruitment to ensure that all talents are in suitable positions for sustainable development. 0 0 Py 0
2022 - o o o 625 3083 20%
When an employee applies for resignation, both the supervisor and the human resources Female 60 99 12
) L ; . newcomers
department will conduct an exit interview to understand the real reason for the employee's 5 8 s 8
resignation. Through understanding the employee's personal strengths, job content, and ° o I e e °

adjustment of work location, or by providing internal transfer opportunities, the aim is to retain
the employee.

Note 1: Turnover rate (%) = number of employees who left during the year / total number of employees in the category at the end of the year.
Note 2: The number of employees who left includes voluntary or involuntary terminations and retirements.
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Employee-management Communication

NANPAO holds labor-management meetings every quarter in compliance with the law, where
representatives from both the employer and employee sides communicate and exchange ideas
with sincerity to manage labor relations, value and respond correctly to employee opinions, and
effectively coordinate labor-management relations to promote cooperation. For decades, the
company has upheld the belief of "harmonious labor-management relations, mutual benefit"
to promote and advance labor-management relations. The company follows all labor laws and
regulations, including the Labor Standards Act, Occupational Safety and Health Act, and Labor
Insurance Act. In addition to these laws, NANPAO maintains an obstacle-free labor-management
communication channel, with 56.68% of employees participating in the union, and the union
leaders regularly holding meetings with company representatives. The company also invites the
union chairman to participate in business meetings to provide employees with a comprehensive
understanding of the company's operations and direction.

Reasons for NANPAO Taiwan not signing a collective agreement are explained as follows :

1. Respect for employee freedom of choice: Currently, 57% of NANPAO Taiwan's employees
are members of a union. Respecting the employees' freedom of will and rights, the company
believes that each employee has the right to decide whether to join a union, and there should
be no unfair treatment due to signing a collective agreement. The company respects the
individual decisions of employees and supports them in making balanced choices between
personal and collective interests.

2. Flexibility and diversity : The company aims to maintain flexibility and diversity to better
adapt to market changes and business needs. Without signing a collective agreement, the
company can make decisions more quickly and adjust organizational structure and employee
allocation flexibly to enhance competitiveness and business efficiency.

3. Direct communication and negotiation: The company adopts direct communication and
negotiation with employees and has established open communication channels for employees
to express their opinions, raise questions, and seek solutions. The company encourages
employee participation in the decision-making process and ensures that employee opinions
are fully heard and considered.

4. Flexible employee benefits and compensation: The company is committed to providing
flexible employee benefits and compensation packages to meet individual employee needs
and expectations. The company values performance-based rewards based on employee
performance and market competitiveness, and offers a competitive salary system and benefits
program.

5. Continuous improvement of labor conditions: The company is committed to continuously
improving employees' working conditions, including the work environment, safety measures,
and training opportunities. The company will ensure the respect and protection of employee
rights through internal policies and processes, not solely relying on the provisions of a
collective agreement.

Employee Welfare

NANPAO has an employee welfare committee, and all company welfare expenses in Taiwan are
allocated according to statutory contribution rates, which include 0.5% of salaries, 0.11% of
revenue, and 30% of the sale of scrap materials, used to organize various welfare activities for
Taiwanese and foreign employees. Welfare expenses for overseas business locations are based on
local regulations. The allocation of expenses for each branch of the employee welfare committee
in Taiwan is decided by its members and employees and includes organizing regular travel
activities, Labor Day lottery draws, club activities, health checkups, scholarships, various bonuses
and gifts, and employee group insurance.

Exposing Gender Pay Ratio

In 2022, NANPAO Taiwan classified male and female salary ratios by managerial and non-
managerial positions, and found no difference in the annual salary ratio between male and female
employees, regardless of their positions. For employees in the same position, such as grassroots
officers, their treatment is the same. For those with relevant professional and work experience,
their treatment is based on their education, expertise, and qualifications, and is not affected by
gender or ethnicity. Using female salaries as a baseline of 1, the average salary for male managers
was 1.06 and for non-managerial male employees was 0.94.

NANPAO provides a competitive and multi-faceted compensation system that does not
discriminate based on age, gender, or race. The average salary level is also higher than that of the
industry. We adhere to the concept of sharing profits with employees to attract excellent talents,
motivate and retain existing employees. NANPAO Group (including the Taiwan headquarters and
overseas subsidiaries) complies with the requirements of employee salary and benefits in each
operating location, and there were no violations in employee salary and benefits in 2022.

Compensation Policy

—

. Salary : Adjustments are made based on individual performance according to the company's
overall operating conditions.

2. Allocate a certain proportion of profit as the basis for employee bonuses and share profits with
colleagues.

3. Encouraging employees to hold company stock, and assisting them with long-term investment
and retirement planning.

4. Annual performance evaluations for grassroots employees are recognized, rewarded, and
stimulated by a variety of incentive schemes. These include bonuses for festivals, production
performance, project proposals, outstanding contributions, team cooperation, outstanding
employees, and senior employees, among others.



Salary ratio between male and female in various job categories at NANPAO Taiwan is
shown in the following table

Numbers of In 2020 Numbers of In 2021 Numbers of In2022

Nationality | Gender employees employees employees

Executives

Staff

Note 1: Executives of section manager to manager level (inclusive)
Note 2 : Non-executives below section manager level

Note 3 : The number of employees is planned to be reported in accordance with the "Full-Time Employee Salary Information Disclosure
Form for Non-Supervisory Positions.

Pay Equality Indicators of NANPAO Taiwan

Pay Equality Indicator Gap (%)
Gender pay gap in average salary 2.14
Gender pay gap in salary

Gender gap in bonus

Gender gap in bonus

Parent-child crafting class Chemical & science class

Employees birthday celebration Employee Reading award

NANPAO was accorded
[I ""2022 Happiest Employees Award "
by 1111 Job Bank. .

Retirement Planning and Protection

NANPAO has established an employee stock trust to encourage employees to engage in long-term
investment planning. The trust provides employees with the option to participate, and they can
allocate a portion of their monthly salary to a personal trust account. The company also provides
a corresponding incentive contribution to encourage employees to save and accumulate wealth
for retirement and care. As of 2022, the employee participation rate has reached 70%.

NANPAO adheres to relevant Taiwanese laws by providing employees with labor insurance,
national health insurance, and group insurance. We have also established a 'Labor Retirement
Fund Supervisory Committee' to review and oversee the utilization of retirement funds. In
accordance with the law, full retirement fund contributions are made on a monthly basis to the
Taiwan Bank Retirement Fund Account to ensure the rights and benefits of retired employees. For
employees who joined the company on or after July 1, 2005, the new labor retirement system, as
stipulated in the 'Labor Retirement Act," is applied uniformly, with retirement fund contributions
meeting or exceeding legal requirements. For employees who joined the company on or before
June 30, 2005, they have the option to choose between the new or old retirement system,
starting from July 1, 2005, based on their individual preferences. The participation rate for regular
employees in the retirement plan is 100%.

Retirement System and Implementation Method of NANPAO Taiwan

1. The company has established a "Labor Retirement Plan".

2. A Labor Retirement Reserve Fund Supervisory Committee is established in accordance with
legal regulations. Each month, retirement funds are allocated and fully deposited into the
Taiwan Bank Trust Department.

3. Since July 2005, the new Labor Retirement Pension system has been implemented in
accordance with the monthly salary grading table for the Labor Retirement Pension. Each
employee is required to contribute 6% of their monthly salary to the Labor Retirement Pension,
which is then deposited into the special purpose account of Taiwan Bank.

4. In accordance with the provisions of International Accounting Standard No. 19, an actuary is
commissioned to evaluate and calculate the Labor Retirement Reserve Fund and provide an
actuarial valuation report.
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Retirement
pension system Old system New system
Applicable law Labor Standards Act Labor Pension Act

Following the monthly salary-based
Monthly allocation of retirement | contribution table for labor retirement
reserve funds (15% allocation funds, we allocate 6% of each
rate) to the special purpose employee's monthly salary to their
account of Taiwan Bank. individual account at the Bureau of
Labor Insurance.

How to allocate

As of December 31, 2022, the

balance in the Labor Retirement | The allocation for 2022 is NT$22.222
Fund Account is New Taiwan billion

Dollars 351,685 million.

Amount of
allocation

Maternity and Family Friendly Measures

The company and the Employee Welfare Committee have signed contracts with nearby reputable
childcare institutions to provide childcare services and benefits to employees. In response to
the government's policy on parental leave without pay, employees can apply to the company
for parental leave in accordance with the "Gender Equality in Employment Act" and the
"Implementation Measures for Parental Leave without Pay," and can extend their leave based
on personal needs. Early resumption of work can also be arranged, and during the leave period,
employees can still enroll in the company's labor and health insurance.

NANPAO is committed to safeguarding maternal rights and building a friendly working
environment and system for both male and female employees. The nurses take the initiative to
care for pregnant colleagues, examine whether the working environment needs to be adjusted,
and provide suggestions. In Taiwan, we comply with the "Gender Equality in Employment Act"
and have established lactation rooms , offering maternity leave and paternity leave in accordance
with the law, as well as granting parental leave.

We also encourage colleagues with infants and young children at home to make good use of
parental leave to provide family support and accompany their children. In 2022, a total of 7 people
applied for parental leave without pay, and 4 people have already returned to work, with a return
rate of 57%. Three of them are still on parental leave.

Statistical data on the number of employees who applied for parental leave from
2020 to 2022 in NANPAO Taiwan

Year Total Employee return rate
In 2020 6 100%
{
In2021 7 86%
{
In 2022 7 57%

Employee Clubs and Societies

We encourage employees to establish clubs and take part in club activities. To date, employees
have taken the initiative to establish the golf club and badminton club in NANPAO.

For sports clubs such as basketball and jogging clubs, employees are able to foster rapport and
friendship via working out after office hours or during weekends. This is able to deepen interaction
and understanding between executives and employees outside the office. Apart from improving
health, these activities are helpful in increasing workplace collaboration efficiency.

Practice session of
Basketball Club

Practice session of
Basketball Club

Practice session of
Jogging Club

Golf competition Golf competition



To ensure good labor-management communication, on a regular basis, we convene labor-
management meetings, bi-weekly meetings, interactive meetings with departmental executives,
seminars, toolbox meetings, feedback and Chairperson mailboxes, and other complaint avenues
made available to employees. For any violation or infraction noted within the unit, employees
are able to file a complaint or blow the whistle to the Company via the relevant avenues. Regular
labor-management meetings allow the management echelon and labor representatives to gain
understanding and undertake discussion on matters concerning employees, so that effective and

viable response and solutions may be offered.

Name Participant Content Frequency

Direct lineto CEO | Employees and Operating issues of the Company Whenever

investors necessary

Website and Allemployees and = Any issues Whenever

customer service | external personnel necessary

e-mail

Weekly meeting | All employees Reporting by senior management, Once every
section manager level and above two weeks
to enable employees to apprehend
operating policies and directions,
and business performance.

Seminar for union | Employees in Employee welfare, labor- Once per

workers. union management issues and employees year
in union engage in communication
and discussion.

Toolbox meetings | Production units Employee may voice any issue Once per
encountered in the meeting, e.g. week
queries pertaining to job assignments
or problems at workplace. Executives
or competent personnel shall offer a
solution to employees.

Staff Welfare Staff Welfare Reporting of employee welfare Once per

Committee Committee activities and use of funding to quarter

Convention Staff Welfare Committee members

selected by various factories.

Training and Communication of Code of Ethics

To guide employee behavior to meet ethical standards, the "NANPAO Code of Ethics" was
established, and stakeholders were informed of the ethical behavior standards that employees
should adhere to while performing their duties.

Every new employee is given an orientation on the Code of Ethics, and the company regularly
announces the guidelines and methods of the Code of Ethics, the Trade Secrets Act, and others
on the internal platform, so that employees can understand ethical behavior, prevent conflicts of
interest, avoid personal gain, protect confidentiality, engage in fair transactions, protect and use
company assets appropriately, and comply with laws and regulations.

NANPAO has established a "Code of Ethics" for all directors, managers, and colleagues to follow,
with the expectation that all colleagues should comply with the relevant rules of the company
during their daily work and business operations, in order to gain public trust and ensure the
sustainable growth and development of the company.

The Company has set up an "Employee Opinion Box" and an "Employee Complaint Handling
System." If there are any doubts about ethical and legal behavior or any instances of unequal
treatment in the workplace, employees can seek advice from the Human Resources Department
or through the mailbox to obtain appropriate suggestions and submit reports to detect, prevent,
and avoid significant improper behavior and violation of government laws and regulations.

Education and Training

The development and cultivation of human resources are the bedrock of sustainability
management and consistent improvement of businesses. The training policy of NANPAO is "to
develop the organizational competence in line with vision and strategies of the Company", so as
to allow corporate culture and values taking root in the behavior of employees. By continuous
enhancement of core competences, the Company develops unique competitive advantage,
cultivating all-rounded/worldly management talents and fostering an organizational culture that
thrives on training."

To assist in quick enhancement in employees so that they can adapt to fast-changing needs of
the environment, in recent years, the Company proactively promotes digital learning, launching
online learning platform, "NANPAO E-Learning", online English learning platform and other digital
systems to foster an innovative and diverse learning environment. The effort is made so that the
learning activities of employees are not limited by time or space. The employees are then able
to apply what they have learned in their job assignments, and continuously improve the job
effectiveness.

Performance Appraisal

According to Procedures for Employee Performance Appraisal Management, employees conduct
performance appraisal once every half a year. There are, therefore, two appraisals each year.
Except for consultants, probationary and trainee personnel, all other employees should undergo
performance evaluations. Non-KPI personnel are subject to an annual performance assessment.
KPI assessment goals are divided into common objectives for all staff and common objectives for
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specific functions (such as sales, research and development). These goals' achievement
rates are reviewed semi-annually.For senior executives, promotion candidates, and
employees with development potential, a 360-degree performance appraisal is
conducted annually to gain a comprehensive understanding of their characteristics and
potential.

Training Hours of NANPAO Taiwan

2022
2021

2020

0 5,000 10,000 15,000

To establish a safe, healthy and comfortable working environment for employees and consistently reduce occupational
hazard rate, the Company has established the "Occupational Safety and Health Policy" to serve as the highest guiding
principle for safety and health management. Safety in operation has been our top priority. With management standards
that focus on continuous improvement, the Company proactively enhances the workplace environment, production
equipment and operating procedures to protect the safety and health of workers and stakeholders.

From 2000 onward, NANPAO embarked on the Occupational Health and Safety Assessment Series 18001 (OHSAS18001).
In 2020, the Company passed the revised certification, i.e. ISO45001:2018, ISO standard for management systems of
occupational health and safety, to establish procedures for hazard identification, risk assessment and control planning,
as well as management, supervision and improvement measures so as to prevent safety and health disasters arising
within factories.

To implement occupational safety and health management in a comprehensive manner, NANPAO established
"Safety and Health Committee", which serves as the highest level body in review and deliberation for safety and
health management. The chairperson position of the committee is rotated between management representatives of
different factories. The Safety and Health Committee convenes a meeting once each quarter to take charge of research,
coordination and supervision of environmental, safety, hygienic and health matters of various factories. Every two
weeks, factory safety meeting is convened to discuss improvement measures for tackling various audit weaknesses and
prevent occupational disasters.

The Manufacturing Plant that has Obtained ISO 45001 Certification

Fohsan, Dongguan,

Location = Taiwan Gaungdong | Gaungdong

Kunshan, Jiangsu Fuging, Fujian

Status v v v Due to relocation planning, the v v

implementation is temporarily postponed.

NANPAO, = Nan Pao Materials | Nan Pao Advanced
Vietnam Vietnam

2020 —> 2021 —> 2022

Safety and Health Policy

Compliance with regulations, workplace safety, environmental hygiene, full
participation, consultation and communication, continuous improvement.

. Implement 1ISO45001 occupational health and safety management system.
. Provide safe and healthy working conditions.

. Comply with safety and health laws and regulations and other requirements.

AW N =

. Ensure that all employees and contractors understand, comply with, and
implement various occupational safety and health regulations, and provide
continuous education and training.

Strategy

5. Eliminate hazards and reduce occupational safety and health risks.

Management policies and objectives

Following the safety and health policy and strategies, reduce personnel health
and safety accidents, promote process safety protection, and continuously
improve occupational safety and health performance.

Materials Vietnam NNV, Vietnam Thailand Indonesia

v v Expected to obtain v

certification in 2024.
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Emergence Response Measures Emergency response exercise
(" )

NANPAO owns many chemical plants, and in response to the characteristics of the industry, we
attach great importance to emergency response and handling during the operation process. Various
factories have established procedures for emergency response operation. Each year, emergency
response team conducts on-site exercise to implement environmental or safety and health system,
and prevention of accidents and disasters, as well as getting prepared via first-aid and response
exercise. This is to ensure that when accident occurs, timely response measures can be initiated
to promptly prevent or alleviate the injuries of casualties, property loss and production disruption
caused by emergency accidents, and control influence of disaster and reconstruction after disaster. e N )

To undertake correct and effective response strategies and procedures to reduce casualties,
property loss and environmental impact to the minimum when emergency incident occurs, Nan Pao
has made plans for conducting exercises to train the relevant personnel with hopes of continuously
enhance the response mindset of all employees, thus strengthening the disaster relief and response
capacity of factories. The content of exercises includes :

4 N\ s N\ N\ “
1. Response information: Including plan metric map of factory, distribution
map of machinery, response process chart, etc.

Fire extinguishing equipment: Including fire fighting system, public address
— system, etc.

Response equipment: Including various types of protective clothing, individual
protective gear, portable air-breathing apparatuses, portable detectors, leak \_ ) U ) U )
processing equipment, warning indicators, etc.

3. Conduct routine training for personnel to familiarize with reporting,
disaster relief, on-site control, first aid for casualties, support for disaster
relief and other response skills. The types of training are as follows :
Exercise of emergency response team : Including basic, advanced and \ J J
emergency response Courses.

Fire drill : Fire drills are conducted each year as per regulatory requirements.

- J

The Organization of Emergency Response Team is as Follows :

( Chief commander ) . J ~————/

( External supporting unit of factories ) — (Deputy chief commander)

(Reportingclass) (Evacuation guidingclass) (Firstaid class) (Fireﬁghtingclass)

(Safety precaution class) (Chemical handling class) (Environmental inspection class) L ) € y
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Occupational Safety and Health Training

We place great emphasis on the safety of our employees and continuously implement mobile
patrols and operational safety observations to reduce hazards arising from unsafe behaviors and
environments. Additionally, we utilize safety climate indicators to implement an early warning
mechanism and dynamically adjust the intensity of our safety management. Special attention is
given to safety and emergency response training to enhance preparedness.

Furthermore, in our commitment to reducing commuting accidents, we consistently conduct
safety culture training with a focus on traffic safety. Our goal is to ensure a safe workplace and
promote a culture of safety among our workforce.

2022 NANPAO Taiwan Occupational Health and Safety Training Statistics

Pre-Employment P _— On-the-Job
Training Legal Certification Training Training
New Hires and Initial e Specific or
Transfers Certification Recertification General Training
Number of 51 49 191 354
Participants
Training Hours 234 1528 748 254.5

Safety Management of Working Partners
Suppliers and contractors :

NANPAO has established Procedures for Vendor Safety and Health Management to ensure the
work safety of contractor personnel within factories. Focal management is undertaken whenever
vendors work in factories. Overhead and confined space, induction, hot work, leaks of hazardous
gases/chemical and other work that may cause casualties and major property loss are listed as
major items for promotion, training and inspection. Meanwhile, the Company has also undertaken
regular communication with suppliers and vendors on environmental protection, safety and
health issues, encouraging them to enhance performance in environmental protection, safety and
health aspects.

To ensure the safety of suppliers and contractors on site, NANPAO cultivates seeds of engineering
safety supervisors, providing training on general operations, hot work, elevated work, roof work,
confined spaces, and hoisting operations. Qualified colleagues who pass the test are awarded
the supervisor badge. When a project is underway, the seed personnel will conduct a preliminary
safety and health check to reduce and prevent potential hazards.

Each year, the Company conducts a contractor convention to illustrate the safety and health
regulations and measures of NANPAO to contractors, as well as requiring contractors to
collaborate with the Company in undertaking safety management measure to ensure their work
safety. The Company had requested vendors to sign on Safety Partner Declaration since 2022.

contractor safety convention

NANPAO places great importance on working environment and employee safety, and has
established a mechanism for reporting and investigating accidents. Occupational health nurses
provide immediate treatment and assistance to injured colleagues, and follow-up care and
tracking are provided during their recovery period. Occupational health physicians are also
invited to assess and determine whether adjustments or changes to their work content are
necessary. Occupational accidents are investigated and analyzed for causes, and improvement
plans are formulated and executed. In 2019, the accident investigation form and corrective
preventive measures were changed from paper to an electronic signature system, greatly reducing
the operation process time and more effectively tracking the progress of improvements. Starting
in 2020, group accidents were unified and summarized into group reports, which were published
on the company's cloud website and sent via email on a regular basis each month. After being
reviewed by each subsidiary, relevant improvement measures were implemented to reduce the
frequency of occupational accidents. In 2022, NANPAO Taiwan recorded a total of 23 cases of false
alarms and accidents within the factory. There were 4 incidents involving chemical exposures. To
mitigate such incidents, the company has established standards for wearing personal protective
equipment (PPE) and conducted educational training on the proper use of PPE. These measures
are aimed at increasing awareness among employees about the importance of wearing personal
protective equipment and reducing accidents related to chemical exposures.



NANPAO Taiwan's Occupational Injury for 2022 (excluding traffic accidents that occur during the commute)

Category Item Year 2018 Year 2019 Year 2020 Year 2021 Year 2022
Total working hours 1,390,528 1,389,352 1,380,040 1,348,016 1,498,752
Total number of workdays in a year 17,2811 173,669 172,505 167,764 163,836
Number of fatal occupational injuries in a year 0 0 0 0 0
Total number of non-fatal occupational injuries 2 4 4 6 6
Total number of occupational diseases 0 0 0 0 0
Total number of lost workdays 57 46 134 236 207

Note 1: There were two commuting accidents occurred in the year 2022.
Note 2 : Starting from 2022, the working hours of informal employees will be included in the statistics.

2022 Process Safety Indicators in NANPAO Taiwan (%)

Note 1: Corrected NANPAO's Total Recordable Incident Rate (TRIR) for 2021, including both direct and
indirect employees, to 0.89 instead of 8.9.

Total process Total Process Safety Process Safety Disabling Disabling
 safety Recordable Total Incident Incident Injury Injury Process Safety Performance Indicators Calculation Formulas :
incidents count Incident Rate Rate Severity Rate Severity Rate Frequency Rate
(PSIC) (SR) TRIR ( Total Recordable Incident Rate ) : TRIR = ( Number of
Recordable Accidents * 200,000 ) / Total Work Hours
SR ( Severity Rate ) : SR = (Total Lost Disability Days * 1,000,000) / Total
Man-Hours Worked=(Total Lost Workdays due to Occupational Injuries *
0 138.11 1,000,000) / Total Work Hours

FR ( Frequency Rate ) : FR = (The total number of incapacitating
injuries*1,000,000)/Total working hours

2022 NANPAO Group Occupational Injury Performance Statistics

Foshan Dongguan ) NP NP advanced
Taiwan Foshan Advanced Dongguan Jiagin Kunshan Fuging VNNP Materials materials NNV Indonesia Thailand
(CN) (CN) (CN) () (CN) (CN) (VN) (VN) (VN) (VN)
Frequency
Rate (F.R.) 4.00 0 0 0 0 43.89 0 0 0 0 0 0 0
Severity 138.11 0 0 0 0 307.10 0 0 0 0 0 0 0
Rate (S.R.) ’ ’
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2022 NANPAO Group Incident Statistics

Numbers
of
incidents

Type

Taiwan

Foshan (CN)

Foshan Advanced (CN)

Dongguan (CN)

Dongguan Jiagin (CN)

Kunshan (CN)

Fuging (CN)

VNNP (VN)

NP Materials (VN)

NP advanced materials (VN)

NNV (VN)

Indonesia

Thailand

False Alarm Incidents

Process-
related

Non-
process-
related

Safety Incidents

Process-

related

Non-
process-
related

Health management certification

Ministry of Labor
Middle-aged and Elderly Exemplary Company

Tainan Public Health Bureau
Certification for Dementia Friendly Organization

Ministry of Health and Welfare
National Excellent Performance Workplace Certification
Health Management Award
On-site certification on CPR and AED equipment.

Health Center and Health Check-up

NANPAO has engaged one professional occupational nurse and established health center to
undertake first aid and emergency measures, one-to-one health consultation and employee
health management, making more medical resources and professional consultation available
to employees with hopes that medical professional instilling the correct health mindset among
employees. Meanwhile, the Company has also engaged occupational medical specialists
to provide consultation services in factories each month, undertake identification and
improvement of work hazard, provide consultation and follow up on employee health issues,
make referral for medical services, etc. For disease prevention and employee health protection,
the Company specially engages occupational medical specialists from hospital to provide
service on-site each month, undertake identification and improvement of work hazard, provide
consultation and follow up on employee health issues, make referral for medical services, etc.,
as well as assisting in implementing health management program.

Each year, NANPAO provides health checkup and special operation health checkup according to
different age group. The health checkup items surpass regulatory requirements. Each employee
is given electrocardiogram (ECG) examination, abdominal ultrasound, cancer screening
(carcinoembryonic antigen (CEA), alpha fetoprotein (AFP) and prostate-specific antigen (PSA)),
and thyroid and glycated hemoglobin tests, with hopes of early detection and treatment, along
with four major cancer screening tests subsidized by the government. For subsequent stages,
health level management is performed according to the results of the checkup. On-site doctors
shall provide health education and make referral for further medical services. Occupational



nurse is responsible for inputting the results of the checkup into the "Health Management
System".

Occupational safety and health personnel arrange for special hazardous health checkup
according to environmental inspection results of different special operations. Occupational
medical specialists are responsible for assessing and rating the results so as to implement a
comprehensive management by levels. For employees' subject to management at level two
and above, individual health guidance is provided. Consultation service and occupational
disease prevention training by occupational medical specialists are also provided on a
timely basis.

Maternity Protection Measures

To protect the health of female employees, who are seeking pregnancy, expecting, within
one year after giving birth or breastfeeding, and health of babies, for work that may
endanger maternity health, occupational safety personnel, nurse and unit supervisor
shall assist in arranging environmental inspection, and hazard assessment and control.
Occupational medical specialists and nurse perform case-by-case management, initiating
interviews and guidance, health risk assessment and risk level management, and providing
recommendation on appropriate work arrangements. On an adhoc basis, occupational
medical specialists provide care for different stages, e.g. after occupational medical
specialists confirms that the checkup results are clear, they shall inform the female
employee of the relevant information, whilst respecting her will to work so as to realize
employment equality and maternity protection.

To strengthen the protection mechanism for the initial stage of pregnancy, after receiving
report of pregnancy, pink uniform is distributed to prevent accident (e.g. collision, shoulder-
tapping). Special parking space is also provided for expecting female employees.

Supplier Sustainability Management Policy

NANPAO regards suppliers as long-term partners, and competitive quality, technology,
delivery time, and cost are essential requirements for suppliers. In the future, NANPAO
will place greater emphasis on supplier governance, environmental considerations, and
social aspects, making suppliers important partners in driving sustainable development
across the value chain. To achieve targets of supply chain sustainable development,
the Company seeks to ensure that when suppliers provide products and services, the
processes are compliant with social and ethical standards. Furthermore, the Company also
ensures that they understand and adhere to regulatory requirements, and are proactive in
responding to environmental protection and social related issues, and taking on ESG such
that they consistently undertake improvement and enhancement measures. To respond to
sustainable development requirements on a timely manner, the Company had incorporated
a "Supplier Code of Ethical Conduct" and "Letter of Commitment for Environmental

Protection” in the "NANPAO Supplier Code of Conduct". The list of suppliers required to sign on relevant
documents had expanded to suppliers of the entire NANPAO Group. In 2022, the group achieved a
supplier re-signing rate exceeding 90% across various locations.

NANPAO seeks to maintain a long-term collaborative relationship with suppliers, collectively fostering
a stable, developing and sustainable supply chain. Apart from regular assessment on the supplier
product and service quality, timeliness of delivery, trading circumstances and service collaboration with
suppliers to ensure product quality and stability, the Company also requires suppliers in implementing
environmental protection, and safety and health enhancement measures, and paying attention to
human rights and other issues so as to fulfil sustainable collectively. In 2022, none of NANPAQ's key
operational sites had suppliers that employed or utilized child labor, and there were no suppliers with
significant or potential environmental impacts.

In 2022, our suppliers' manufacturing facilities were located in various Asian regions such as Japan,
South Korea, Mainland China, and Vietnam. In Europe and the Americas, they were situated in countries
such as Germany, Belgium, the United States, Spain, and Italy. No procurement was conducted through
high-risk regions.

Supplier Management Procedures

NANPAO is committed to maintaining long-term partnerships with suppliers and establishing a
sustainable supply chain for stable development. In addition to conducting regular evaluations of
quality, delivery time, transaction conditions, and service coordination to ensure product quality
and stability, NANPAO also urges suppliers to implement measures to protect the environment,
improve safety and health, and prioritize human rights. This is done in order to fulfill corporate social
responsibility collectively.
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@ Selection of new suppliers

For new suppliers, NANPAO has established
"Questionnaire for New Suppliers" for the
investigation of supplier factories providing direct
or indirect supplies. Apart from basic information
of suppliers, the content of the questionnaire
also covers detailed inspection and examination
on quality management system, quality control,
materials purchased, production supply system,
production rate, machinery utilization rate,
transportation equipment, R&D system, pollution
prevention system and handling system of
abnormal products, etc.

Only suppliers who satisfy the requirements shall
be selected.

Education and training for suppliers

Conduct education and training for suppliers on
an ad-hoc basis.

Promote and communicate the supply chain
management of NANPAO.

Supplier evaluation management
Potential suppliers must pass the "Supplier
Assessment," which covers the assessment
on quality control system, production supply
capabilities, technological development
capabilities, environmental protection and
pollution prevention management,
capabilities in handling abnormal products
to be included in the "Supplier List."

The Company conducts supplier review once
per year, covering three units on quality control,
storage management and procurement. The
review shall rate the quality, timeliness of
delivery and services and cost. The qualification
as a supplier shall be terminated in the event
that the scoring is lower than the passing grade.

Local Procurement

In NANPAO's products, raw material cost represents the largest component of production costs, and the quality of raw
materials is a critical factor affecting product yield. Therefore, stable raw material supply and excellent raw material quality
are our primary objectives in raw material procurement.

NANPAO Group has production facilities in many countries and continuously supports local suppliers in each location. In
2022, the proportion of locally sourced raw materials used in production at each facility was 62%. If intra-group transactions
are excluded, the proportion of locally sourced raw materials reached 79%, consistently surpassing the target of exceeding
70%. (In 2021, the proportion of locally sourced raw materials for the Group was 61%, and excluding intra-group transactions,
it reached 76%).

Furthermore, in 2022, NANPAO Taiwan achieved a high proportion of 99% for local procurement in labor and engineering
categories (mainly related to investments in new building construction and plant expansions at the headquarters).

Note : The scope of local procurement statistics includes subsidiaries of NANPAO Group, including 13 group companies in mainland China, Vietnam, Indonesia, and other locations.

Supply Chain Environmental Performance

NANPAO is committed to environmental sustainability and works continuously with suppliers on various energy-saving and
carbon reduction initiatives. These efforts not only reduce operational costs for both NANPAO and its suppliers but also
enhance the overall competitiveness of the supply chain. For example, the use of recycled pallets instead of new ones: In 2022,
NANPAO Taiwan achieved a recycling rate of 68.4% for pallet procurement, which continues to increase annually. Additionally,
damaged pallets are repaired using wooden components, significantly reducing wood consumption.

_ Key Quantitative / Implementation
Highlights Qualitative Results Region

Use of recycled Procurement achieved

palletsinstead = a rate of Taiwan
of new ones recycled pallets
Purchasing used pallets

’ and pallet repair and reuse
Replacing Reduced metric tons P P
cardboard of cardboard usage, resulting
boxes with ) o Foshan
eco-friendly ina reduction in
containers cardboard waste

Reduced pallet
procurement quantity Taiwan
by
Shipping cartons can be reused
for 15 or more times
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Community

Engagement ~ <>~

6.1 Community Safety and Health

As a chemical manufacturing company, to avoid the local communities from getting affected
by gas leak or emission from the production process, or toxic substances, NANPAO proactively
undertakes various protective measures within its factories. As the factories contain many types
of chemicals, there is a risk of an unusual odor from volatile chemicals in the vicinity area. To
tackle the odor of production EA, the Company has changed from injecting chemical into the
aforementioned reactors via holes to via diaphragm pump. This is able to prevent the chemicals
from contacting with the air, thus reducing the odor and the concentration of chemical exposure
of personnel. Next, the Company has made improvements on components of old equipment
within factories (motor with no shaft seal, blind flange and self-inspection, etc.), so that the odor
issue is improved. Meanwhile, NANPAO is devising a plan to recycle all effluents of the factories
in the coming years. Such measure can prevent effluents from emitting into the sewage of Liucuo
community, so that going forward, there will be no water pollution caused by the effluents. We
also strive to reduce the VOCs content and emission since early phases of product development
and production processes so as to prevent VOCs from polluting the air of the community.

NANPAO has undertaken protective measures for the usual and natural disasters, and chemical
leaks properly. Furthermore, each year, the Company conducts various safety exercises on a
regular basis. In the event of a disaster, the environmental impact of the local communities can
be reduced to the minimum. The Company also invites the residents of the communities to
participate in environmental protection interactive activities. As a member of the community,
NANPAO cherishes good neighbors whom it works together with. The Company shares with
community partners the principle of reducing pollutants from the source and the results of
past environmental protection effort so that community residents are able to appreciate that a
chemical factory can be friendly to the environment and communities. No complaints or petitions
that caused significant negative impacts on the local community in 2022.

NANPAQ's headquartered in Xigang District, Tainan City. When there are job vacancies in the
company, priority is given to local qualified candidates from nearby villages and neighborhoods to
increase local employment opportunities.

Community Tour at NANPAO

NANPAO provides general safety and health education and training for new employees, job
transfers, and foreign workers. The company conducts two self-defense and fire brigade exercises
and two toxic substance disaster drills annually to ensure emergency response actions for
employee evacuation and sheltering in place during emergency situations. The company also
provides necessary safety and health education and training for occupational safety and health
business supervisors, high-pressure gas operation supervisors, personnel operating dangerous
machinery or equipment, special operations personnel, and emergency response personnel.

All hazardous chemicals in each plant area are labeled, and a list and safety data sheet are
established and disclosed, with necessary general training for proper chemical management. The
company sets up operation environment monitoring plans for workplaces with organic solvents,
dust, and noise, and reports the monitoring plans and test results to the central competent
authority.

NANPAO implements protective measures for various general disasters, natural disasters, and
chemical leakage disasters, and conducts various safety drills regularly each year to minimize the
impact of any disasters on the environment and nearby communities. The company continues to
pay attention to community dynamics and responds to changes in community culture or values to
fulfill social responsibility.



Care for Communities
1. Blood Donation Drives

NANPAO is a caring entity. Each year, it organizes blood donation drives. In 2022, it collaborated
with Tainan Blood Donation Center and provided incentives for donating blood, encouraging
residents of Xigang District to donate blood. The effort garnered 517 bags of blood, effectively
alleviating blood shortage, motivating local residents to give back to the society.

5

Blood
donation
drives

2. Community Infrastructure

NANPAO has been concerned with community infrastructure consistently. In Xigang District,
Tainan, it has been investing in infrastructure related to police and fire departments, and
community safety, e.g. police vehicles, ambulances, service vehicles for elders and other
resources, making up to the shortage of community resources in a timely manner. And arrange
professional technical personnel to provide on-site construction guidance to achieve the goal of
providing good infrastructure.

Ambulance donation Paints donation to an education center

A flower festival in the community New year celebration with the community

Nanpao Resins Sustainability Report 2022

NANPAO firmly believes the importance of giving back to the society. Apart from pursuing
technological innovation and service quality, the Company also proactively seeks to protect social
culture, diligently assisting in cultivating the next generation, and fulfilling the responsibility in
caring for the elderly. In 2007, the Company established the "NANPAO Social Welfare Foundation"
to fulfil its social responsibility via engaging in three main aspects, namely "Talent Cultivation,"
"Care for Elderly" and "Care for the Underprivileged."

6.2 Child Education
After-school Tuition Programs, Talent Classes, and Summer and Winter Camps

Due to the openness of government policies and change in social formation, the economic
disparity of the society is deteriorating fast, further causing problems such as single-parent,
skipped generation and foreigner families. Xigang District is a remote area in Tainan City,
whereby the income level is much lower than the national average. The children with such
family background will live in the community, facing the choice of their fate. Only education
can provide them with a ticket to pursue and realize their dreams in the future. Each child is
like a seed. Some are seeds of gentle roses, while others are towering camphor trees. We must
provide a diverse range of courses and opportunities for a variety of cultural studies. We must
respect the uniqueness of each child, and even go one step further to inspire students in realizing
their diverse cultural potential and creativity. As such, NANPAO Foundation collaborates with
Sigang Elementary School, Gangdong Elementary School, Houying Elementary School, Songlin
Elementary School and Cheng Kung Elementary School in Sigang District, and Wunnei Elementary
School from remote area of Jiali District in organizing after-school tuition programs, societies
and summer and winter camps. The courses are designed and tailored to the children's needs by
teachers of various elementary schools. Apart from studies, the courses devised also develop and
cultivate children's interests in art, sports and other club activities.

2022 Child Education Activities (only main activities are listed)

Participant Content

Sigang Elementary School, Cheng Kung
Elementary School, Houying Elementary
School, Songlin Elementary School and
Wunnei Elementary Schoo

After-school tuition programs, and
summer and winter camps.

Gangdong Elementary School Donations for after-school tuition
programs, summer and winter camps,

and library books.
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After-school programs

6.3 Elderly Care

Huashan Social Welfare Foundation

As the demographic structure of Taiwan is turning into an aging society, the society at large is
very much concerned with elderly issues and needs. More investments are required than before.
After coming into contact with Huashan Social Welfare Foundation, who has been consistently
offering care for elderly welfare, NANPAO Social Welfare Foundation has come to realize that the
current care available to the elderly is inadequate. As such, it started collaboration with Sigang
Angel Station of Huashan Social Welfare Foundation. Each year, NANPAO calls on its employees to
raise fund for gift boxes for Dragon Boat and Mid-Autumn, and Chinese New Year. The gift boxes
are delivered in-person to the elderly by Huashan Foundation for the convenience of mobility-
impaired or solitary elderly. To better looking after the daily lives of the elderly, NANPAO donated
home service car specially for Xigang District, as well as the service expenses for solitary elderly

care. Professional social workers from Huashan Social Welfare Foundation take charge of the
home service in NANPAO's stead. Each day, social workers visit the elderly for accompanying
them receiving medical attention, performing bed bathing, sending nutritional supplement and
food, etc. Apart from providing services to cater to physical needs, for mental needs, the social
workers also provide company to the elderly, helping them regaining confidence and life goals.

Senior Citizen's Welfare Association and Community Activities

The percentage of elderly population of Xigang District of Tainan City on household registration
record is not particularly high. However, the young population is migrating outward. Not all
elderly lack material resources. But living alone is taking a toll on them emotionally. To encourage
the elderly in Sigang District to take part in interactive activities and maintain their physical and
mental health, each year, during Double Ninth Festival, Nan Pao Foundation collaborates with
Sigang Senior Citizen's Welfare Association to organize recreational activities and buffet. During
Dragon Boat Festival, Nan Pao Foundation also makes donation to cover expenses for dumpling
preparation in Sigang District, Qing'an community, providing scrumptious dumplings to disabled,
solitary and underprivileged elderly, and making Sigang District an empathetic place filled
with a savory dumpling aroma. NANPAO Foundation also collaborates with Qigu District Shulin
Community Development Association in organizing Shulin Community geriatric day care center,
Spoonbill Academy. The measure arranges for solitary elderly in the community to attend courses.
They are able to regain confidence by learning new talents and taking part in competitions, thus
leading a fulfilling life.

2022 Elderly Welfare Activities (only main activities are listed)

Participants Content

Home services, festival gift sets, social

Huashan Social Welfare Foundation .
worker visits

Xigang District Qing'an Community

Dragon Boat Festival caring activity
Development Association

Qigu District Shulin Community
Development Association

Shulin Community geriatric day care
center, Spoonbill Academy

Xigang District Senior Citizen's Welfare

. Double Ninth Festival activity
Association




NANPAO taking part in community activity on care for elderly
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6.4 Care for the Underprivileged

In the past ten years, the economic disparity in Taiwan has been deteriorating. Wealth and
resources are in the hands of the few. NANPAO is able to understand the hardship of livelihood of
the common folks, especially in remote area. As such, NANPAO Foundation provides emergency
funding for resolving difficulties encountered by underprivileged families. Since its established in
2007, NANPAO Social Welfare Foundation has provided emergency subsidies for covering medical
and funeral expenses, and privation, as well as school fees of students from low income families.
Meanwhile, we have also subsidized many foundations in Tainan area with funding issues, so
that we can spread our care further, e.g. Genesis Social Welfare Foundation, Tobias Social Welfare
Foundation, Chao Hsin Social Welfare Foundation, Love Child Care Foundation, Genesis Social
Welfare Foundation and Tainan Welfare Association for the Deaf.

In 2022, the NANPAO Headquarters and Research and Development Building will be completed
and put into use. Immediately, the company invited students from the Edens Foundation
Dandelion and Grapevine Workshop in the community to write down their long-awaited
Christmas wish lists. The company's staff prepared gifts for the students to fulfill their dreams. The
activity not only gave the students the opportunity to visit the new building and bring back their
dream gifts, but also allowed the NANPAO staff to show their love and care for those in need while
working. It warmed the hearts of the employees.

Nanpao Resins Sustainability Report 2022

2022 Care for the Underprivileged (only main activities are listed)

Participants

Content

Tobias Social Welfare Foundation

Subsidies for scholarships

St. Raphael Opportunity Center

Donations for appliances and other
consumables

Chao Hsin Social Welfare Foundation

Subsidies for meals of the intellectually
disabled

Tzu Kuang Mental Care Welfare Foundation

Donations for equipment and activity funding

Eden Social Welfare Foundation

Jiali Dandellion Workshop

Subsidies for activities of Tainan Welfare
Association for the Deaf

Rice donation for the deaf

Genesis Social Welfare Foundation

Donation of basic amenities to vegetative
service of Genesis Social Welfare Foundation

Workshop of Children Are Us Foundation

Donation to cover expenses incurred for
cultivating intellectually disabled children

Individual emergency and funeral subsidies

Applicants and referred individuals

NANPAO
donated the
Prototype
shoes to Tzu

Kuang Mental

Care Welfare

Foundation
7 N
\ J

Eden Social Welfare Founda-
tion service vehicle

A

The Secret
Santa Christmas
party with Eden

social welfare
foundation
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6.5 Charity Service

NANPAO Social Welfare Foundation has been deeply involved in community environmental
cleanup, assistance to vulnerable groups, and disaster relief for many years. The company
encourages employees to participate in community service by arranging volunteer opportunities
and providing volunteer hours. Activities such as creative chemistry courses, beach cleanups,
tree planting, blood donation drives, visits to elderly people living alone, and spreading love to
rural areas have all seen the presence of NANPAO's volunteers. For employees, participating in
volunteer actions can increase communication and interaction among colleagues and enhance
their psychological satisfaction in exploring social values. For NANPAO, when corporate citizens
can take action and understand the responsibility and value of giving back to the community, the
company is more likely to achieve "sustainable engagement".

Tree planting Road repairing

NN~

IL

A day with an orphanage Covid prevention volunteering

” A
O/
/1
[7.-.
\ J/ Beach cleanup day

NANPAO continues to invest funds, resources, and manpower to participate in charity activities,
long-term community events, and work participation in corporate operational activities, in order
to create more positive social impact.

The donation categories and amounts of the NANPAO Social Welfare and Charity Foundation from
2019 to 2022 are summarized as follows:

Types of Social Participation Investment (in NT$)

Charity

. Other Total
Service

2019 | 2,133,233 600,000 1,186,040 - 1,685,459 | 5,604,732
2020 | 2,257,181 730,000 800,340 - 1,202,390 | 4,989,911

2021 | 2,268,652 670,000 938,713 144,800 1,803,500 | 5,825,665

2022 | 2,429,600 730,000 1,583,113 109,400 1,245,030 | 6,097,143

20%
N
2% ~ 2022 Social
Investment
Expenditure
Statistics

[ Child Education

Elderly Care

Care for the Underprivileged
B Charity Service
M Other
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7.1 SASB Index

Topic Index Chapter Page Type SASB No.
Gross global Scope 1 emissions, percentage covered under emissions-limiting regulations 53-54 Quantitative | RT-CH-110a.1
Greenhouse Gas
Emission Discussion of long-term and short-term strategy or plan to manage Scope 1 emissions, emissions Discussion
4 4 4 53 | RT-CH-110a2
reduction targets, and an analysis of performance against those targets and Analysis
Air emissions of the following pollutants :
. . (1) NOx (excluding N20) - e
Air Quality (2) volatile organic compounds (VOCs) 62 Quantitative RT-CH-120a.1
(3) Sox (4) hazardous air pollutants (HAPs)
(1) Total energy consumed (GJ)
Energy (2) percentage renewable (%) A o L
Management (3) percentage grid electricity (%) 4 SUSt-alnable 95 Quantitative | RT-CH-130a.1
(4) total self-generated energy (GJ) ¢ Environment
(1) Total water withdrawn
(2) percentage of each in regions with 58 Quantitative | RT-CH-140a.1
(3) total water consumed High or Extremely High Baseline Water Stress
Water
Management Number of incidents of non-compliance associated with water quality permits, standards, and regulations N/A Quantitative | RT-CH-140a.2
.- . . ) ) ) . . Discussion
Description of water management risks and discussion of strategies and practices to mitigate those risks 59 and Analysis RT-CH-140a.3
Hazardous Waste Amount of hazardous waste generated, percentage recycled 64 Quantitative | RT-CH-150a.1
Management ! ’
Community Discussion of engagement processes to manage risks and opportunities associated with community 6 Community
X 4 86 RT-CH-210a.1
Relations interests « Engagement
g; fTott"’i!trecird]?blj.'”c'tde”t e (TR'RL T 81 Quantitative | RT-CH-320a.1
Workforce atality rate for direct employees and contract employees
Health & Safety Description of efforts to assess, monitor, and reduce exposure of employees and contract workers to long- 82 Discussion RT-CH-3202.2
term (chronic) health risks and Analysis ’
Product Design
for Use-phase Revenue from products designed for use-phase resource efficiency 39 Quantitative | RT-CH-410a.1
Efficiency
(1) Percentage of products that contain Globally Harmonized System of Classification and Labeling of .
Safety & Chemicals (GHS) Category 1 and 2 Health and Environmental Hazardous Substances, 3 Innovation 45 Quantitative | RT-CH-410b.1
Environmental | () percentage of such products that have undergone a hazard assessment « and Serve
Stewardship of | 5o c5i0n of strategy to Discussion
Chemicals (1) manage chemicals of concern and 45 and Analysis RT-CH-410b.2

(2) develop alternatives with reduced human and/or environmental impact
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Genetically No GMO
Modified Percentage of products by revenuethat contain genetically modified organisms (GMOs) o . S N/A Quantitative | RT-CH-410c.1
Organisms materials
Management
of the Legal Discussion of corporate positions related to government regulations and/or policy proposals that address Corporate Discussion
: - : . 22 ) RT-CH-530a.1
& Regulatory environmental and social factors affecting the industry 1 « Governance and Analysis
Environment
Operational : :
Safety, lF;ré)izeesnstSSagsgiltncFédtent;SCIZL;nt (PSIC), Process Safety Total Incident Rate (PSTIR), and Process Safety ) 81 Quantitative RT-CH-540a.1
y Rate (PSISR) Co-Creation
Emergency 5 fval
Preparedness Number of transport incidents ot N/A Quantitative RT-CH-540a.2
& Response P / ’
Product Output | Product output by product category. 6 Quantitative RT-CH-000.A
7.2 GRI Index
Statement of Use The reporting organization, NANPAO, has reported the content from January 1, 2022 to December 31, 2022 in accordance with the GRI Standards.
GRI 1 standard GRI'1:Basic 2021
GRI Standard | Disclosure Items | Page | Note GOVERNANCE
GRI 2 General Disclosures 2021 2-9 Governance structure and composition 22
2-10 Nomination and selection of the highest governance body 22
THE ORGANIZATION AND ITS REPORTING PRACTICES : :
2-11 Chair of the highest governance body 22
2-1 o] izational detail 5
reanizationar detar's 212 Role of the highest governance body in overseeing the ”
2-2 Entities included in the organization's sustainability reporting | 6 management of impacts
2-3 Reporting period, frequency and contact point 10 2-13 Delegation of responsibility for managing impacts 34
2-4 Restatements of information 10 2-14 Role of the highest governance body in sustainability reporting | 22
2-5 External assurance 10 2-15 Conflicts of interest 34
ACTIVITIES AND WORKERS 2-16 Communication of critical concerns 11
2-6 Activities, value chain and other business relationships 5 2-17 Collective knowledge of the highest governance body 24
2-7 Employees 71 2-18 Evaluation of the performance of the highest governance body | 24
2-8 Workers who are not employees 71 2-19 Remuneration policies 26
2-20 Process to determine remuneration 26
2-21 Annual total compensation ratio 26
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GRI Standard | Disclosure Items Page | Note

STRATEGY, POLICIES AND PRACTICES

GRI Standard | Disclosure Items Page | Note

GRI 302 : ENERGY 2016

2-22 Statement on sustainable development strategy 18 302-2 Energy consumption outside of the organization 55
2-23 Policy commitments 20 302-3 Energy intensity 55
2-24 Embedding policy commitments 20 302-4 Reduction of energy consumption 56
2-25 Processes to remediate negative impacts 30
2-26 Mechanisms for seeking advice and raising concerns 30 303-1 Interactions with water as a shared resource 58
2-27 Compliance with laws and regulations 29 303-2 Management of water discharge-related impacts 58
2-28 Membership associations 8 303-3 Water withdrawal 58
2-29 Approach to stakeholder engagement 16 303-4 Water discharge 58
2-30 Collective bargaining agreements 4 303-5 Water consumption 58
3-1 Process to determine material topics 11 305-1 Direct (Scope 1) GHG emissions 53
32 List of material topics 12 305-2 Energy indirect (Scope 2) GHG emissions 53
33 Management of material topics 13 305-3 Other indirect (Scope 3) GHG emissions 54
201-1 Direct economic value generated and distributed 6 305-5 Reduction of GHG emissions 53
Financial implications and other risks and opportunities due 305-6 Emissions of ozone-depleting substances (ODS) 62

201-2 52

to climate change
GRI 202 : MARKET PRESENCE 2016

Ratios of standard entry level wage by gender compared to

202-1 s
local minimum wage

75

Proportion of senior management hired from the local

. 71
community

202-2

GRI 204 : PROCUREMENT PRACTICES 2016

Proportion of spending on local suppliers

GRI 205 : ANTI-CORRUPTION 2016

205-1 Operations assessed for risks related to corruption 29

Communication and training about anti-corruption policies

205-2 and procedures

29

205-3 Confirmed incidents of corruption and actions taken 30

GRI 302 : ENERGY 2016

302-1 Energy consumption within the organization 55

Nitrogen oxides (NOX), sulfur oxides (SOX), and other
significant air emissions

GRI 306 : WASTE 2020

305-7

306-1 Waste generation and significant waste-related impacts 64
306-2 Management of significant waste-related impacts 64
306-3 Waste generated 64
306-4 Waste diverted from disposal 65
306-5 Waste directed to disposal 65

GRI 307 : ENVIRONMENTAL COMPLIANCE 2016

Non-compliance with environmental laws and regulations

GRI 308 : SUPPLIER ENVIRONMENTAL ASSESSMENT 2016

308-1 Ngw gupphers that were screened using environmental g4
criteria

308-2 Negatlve environmental impacts in the supply chain and 84
actions taken




GRI Standard | Disclosure Items

Page

Note

GRI 401 : EMPLOYMENT 2016

401-1 New employee hires and employee turnover 73
Benefits provided to full-time employees that are

401-2 ! : 4
not provided to temporary or part-time employees

401-3 Parental leave 76

GRI1 403 : OCCUPATIONAL HEALTH AND SAFETY 2018
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7.3 Taiwan Stock Exchange Corporation Rules Governing the
Preparation and Filing of Sustainability Reports by TWSE

Listed Companies

The disclosure of sustainability metrics by chemical industry

No.

Metrics

Indicator
type

Annual disclosure status

Units

Total energy consumption,
percentage of purchased

In 2022, NANPAO Taiwan had a total energy
consumption of 47,734,070 kwWh(171,843 GJ),

403-1 Occupational health and safety management system | 78 S - with the percentage of purchased electricity
1 | electricity, renewable energy Quantitative bei (kwh), (%)
S eing 40%. The self-generated ener
4032 Hazard identification, risk assessment, and incident 78 utilization rate, and total self- acco%nteg for 0.8% §fthe total purcghyased
investigation generated energy (Note 1) electricity.
I . Total water intake, total
403-3 Occupational health services - water consumption, and The total water intake for NANPAO Taiwan
. . ; legally required or voluntarily - in 2022 was 86,334 m?, with a total water 3
4035 Worker training on occupational health and safety 80 2 disclosed amount of Quantitative consumption of 70,662 m*® and a wastewater (m°), (%)
403-6 Promotion of worker health 82 é{astﬁwater (pollution) discharge of 15,672 m®.
ischarge.
403-9 Work-related injuries 81 Total amount of hazardous
) waste generated and In 2022, NANPAQ Taiwan generated a total of
GRI 404 : TRAINING AND EDUCATION 2016 3 | percentage of recycling in Quantitative | (L1 metric tons of hazardous waste during its Metric
o the product manufacturing production processes, with a recycling rate of tonne(t), (%)
Average hours of training per year per employee process, as required by law or 86.47%.
GRI 405 : DIVERSITY AND EQUAL OPPORTUNITY 2016 voluntarily disclosed. A A
In 2022, there were 6 occupational accidents
405-1 Diversity of sovernance bodies and employees 72 Number and ratio of - (excluding commuting accidents) in NANPAO
yore ploy 4 occupational accidents Quantitative Taiwan, with a Total Recordable Incident Rate (%), amount
405-2 Ratio of basic salary and remuneration of women 75 (TRIR) of 0.80 for direct and indirect employees.
to men To reduce the negative impacts on the
) community, NANPAO takes the following
GRI 412 : HUMAN RIGHTS ASSESSMENT 2016 Operational activities that have measures -
4121 Operations that have been subject to human rights 69 5 significant actual or potential Discussion | 1. Conducting regular fire drills and emergency Not
reviews or impact assessments negative impacts on the local and Analysis response drills at each plant site. applicable
— - — community. 2. Inviting community residents to visit the plant
4122 Employee training on human rights policies or 70 site and understand its operations and safety
procedures management.
Significant investment agreements and contracts ’r\‘ngﬂzgeon?;tafnseecsﬁgﬁig%i fgtgggigsesdthe
412-3 that mclgde human rlghts clauses or that underwent | 70 following issues in order to reduce negative
human rights screening Specific and effective impacts on the environment and society for
GRI 414 : SUPPLIER SOCIAL ASSESSMENT 2016 mechanisms and measures both the company itself and its suppliers
- - - 5 adopted by the company itself Discussion | 1. For the Company Itself : Responsible Chemical Not
4141 New suppliers that were screened using social 84 and its suppliers to reduce and Analysis Management, human Rights and Employee applicable
criteria neggative impacts on the Management, community Issue Management
¢ h environment or society. 2. For Suppliers : Through the adoption of
a Supplier Code of Conduct, suppliers
commit to their social and environmental
responsibilities.
7 E;?g;ocrg/oumm by product Quantitative | Please see NANPAO 2022 annual report pr\c/)aerIJeci Eyype

Note 1: The total self-generated energy refers to the definition provided in the "Renewable Energy Development Act," "Implementation Regulations for Renewable

Energy Certificates," or relevant subsidiary laws.
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7.4 Climate-related information by TWSE Listed Companies

7.5 Assurance Report

Execution
No. | Item (Pages)
Statement on the supervision and governance of climate-related risks and
1 . . 52
opportunities by the board of directors and management.
Explanation of how identified climate risks and opportunities affect the
2 company's business, strategy, and finances (short-term, medium-term, 52
long-term).
3 Description of the financial impacts of extreme weather events and 59
transition actions.
4 Integration of the process for identifying, assessing, and managing climate 5
risks into the overall risk management system.
If scenario analysis is used to assess resilience to climate change risks,
5 provide information on the scenarios, parameters, assumptions, analysis 52
factors, and major financial impacts used.
If there are transformation plans to manage climate-related risks, explain
6 the content of the plans, indicators, and targets used to identify and 52
manage physical risks and transition risks.
. L . . . R Not yet
7 If internal carbon pricing is used, explain the basis for price determination.
executed
If climate-related targets are set, provide information on the activities
covered, greenhouse gas emission scopes, planning timelines, annual Not vet
8 progress, etc. If carbon offsets or Renewable Energy Certificates (RECs) are y
; . o executed
used to achieve the targets, explain the sources and quantities of carbon
offsets or the number of RECs used.
9 Inventory and assurance of greenhouse gas emissions. 54




Nanpao Resins Sustainability Report 2022

7.5 Assurance Report

97



7 Appendix

7.5 Assurance Report

98




Nanpao Resins Sustainability Report 2022

7.5 Assurance Report

99



7 Appendix

100

7.6 Reportissued information

Report Issued Information

2022 Sustainability Report : Issued in September, 2023.

Feedback

We would appreciate any feedback you have on the contents or activities of this report.
Please do not hesitate to contact us if you have any questions or suggestions.

Contact

NANPAO Resins Chemical Co., Ltd./ Planning Dept.

Add. : No.519 Chungshan Rd. Xikang Dist. Tainan City Taiwan 723
Tel. : +886-6-7965888

Fax : +886-6-7950079

E-mail : info@nanpao.com

Contact : Fengwen Hung Extention:1181

Contact email : fengwen@nanpao.com

Website : www.nanpao.com
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