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Taiwan Fertilizer Corporation’s 2016 Corporate
Social Responsibility Report was compiled based
on the guidelines set forth in the Global Reporting
Initiative (GRI G4) and the “Core” option. The ver-
ification of this Report was conducted by SGS, an
independent third-party with credibility, for an in-
dependent assurance of this Report to assure that
the contents and figures presented in TFC’'s 2016
CSR Report were compiled based on the assurance
standard of AA1000 AS (2008). With the third-party
assurance of the Moderate Assurance (Type 1) from
SGS, the reliability and accuracy of the disclosed
information is thus assured.

The efforts and performance made by Taiwan
Fertilizer Co., LTD. in economic, social and environ-
mental aspects are compiled in this Report. Mean-
while, TFC also responds to its stakeholders’ expec-
tations and demands in this report, aiming at building
a long-term partnership with its customers and the

]

social groups for the promotion of social inclusion
and for stepping toward the objective of sustainable
growth. In addition to disclosure of related indicators
of the material aspects, performance and conducts
in Economy, Corporate Governance, Employee
Care, Customer Care, Environmental Protection and
Social Participation are also revealed in this Report.

To continuously enhance the transparency in
sustainability information, this Report is available in
both English and Chinese, and the contents of this
TFC CSR Report can also be downloaded on TFC'’s
official website in Corporate Sustainability Section
(http://lwww.taifer.com.tw). In the future, the CSR
Report with third-party assurance will be published
annually to actively reveal TFC’s mission, commit-
ment, strategy, specific practices and future objec-
tives concerning sustainability to our stakeholders
for effective stakeholder engagement, laying import-
ant cornerstone of sustainable development for the

T E e

Download TFC’s CSR Report

enterprise.

Reporting Period

From January 1st to December 31st, 2016.

Boundary of Reporting

®This Report covers the economic, social and envi-
ronmental performance of TFC in Taipei Head Of-
fice and the factories in Keelung, Miaoli, Taichung
and Hualien. Part of the information disclosure
includes that of subsidiaries included in the con-
solidated financial statements with TFC and TFC
invested enterprises.

®The disclosure of financial performance includes
consolidated financial statements with TFC and
TFC invested enterprises.

GRI Compliance

Core option

Level of Assurance

AA1000 AS (2008) Moderate Assurance (Type 1)

Contact Information

Taiwan Fertilizer CO., LTD.

CSR Secretariat, Board Office: Hsu, Hui-Chuan, Ji,
Tien-Xing

Address: (104) 6F, No. 90, Section 2, Nanking E.
Road, Taipei

TEL : 886-2-2542-2231, ext. 690, 692

Fax : 886-2-2563-4309

E-mail : CSR@taifer.com.tw

TAIWAN FERTILIZER CO., LTD



Message from the Chairman

Agriculture plays an essential part of the devel-
opment of a country. It is only when the solid foun-
dation of food production is laid can the supplies of
livelihood be ensured. In 2016, United Nations’ 17

|

5

Sustainable Development Goals (SDGs) officially
came into force. Among which, Goal 2: “End hun-
ger, achieve food security and improved nutrition
and promote sustainable agriculture” is exactly one

of the sustainable development goals Taiwan Fertil-
izer Corporation has been striving to implement.

Eco-friendly farming practices have become glob-
al trends. With the innovative core R&D and produc-
tion capacities, TFC provides more environmentally
friendly fertilizer products and agricultural materials
while keeping the food production efficiency. Mean-
while, we also put into more human resources for
the promotion of it, teaching farmers to make good
use of organic materials and learn environmental
friendly agricultural technology so that Taiwan can
gradually step on the path toward an organic island
with sustainable agriculture.

Inheritance and Deep Plowing

Taiwan Fertilizer has a sound and complete
corporate governance system. For the past seven
decades, integrity has been the cornerstone of the
enterprise development. In 2016, TFC was awarded
CommonWealth Magazine’s Corporate Citizenship
Award and TCSA’s Taiwan CSR Award-New Star
Award while being selected as the “TWSE Corpo-
rate Governance 100 Index Constituent” for two
consecutive years. In addition, TFC was also ranked
top 20% in the Third Annual Corporate Governance
Evaluation. Our corporate governance performance
is widely recognized and affirmed.

To deepen and fully implement Integrity Manage-



ment, we expanded our programs of Integrity Educa-
tion in 2016 and invited our employees at all levels,
supervisors and management to participate in these
programs to deepen the concept and thoroughly
prevent corruption.

TFC initiated the “Investment Plan of West
Wharf Area, West 10 of Taichung Harbor” in 2016,
setting economic and environmental sustainability as
the starting point for the comprehensive deep plow-
ing of the chemical fertilizer industry. It is scheduled
to build a nitrobenzene compound fertilizer plant to
development green fertilizer products and a new
industrial chemical storage tank to make use of the
trade logistics advantages of Taichung Port to carry
out a new layout of the chemical industry in an at-
tempt to create a variety of profit sources for TFC
while taking into account the sustainable develop-
ment of the enterprise and the environment.

Vitality and Innovation

In 2016, we self-developed and produced organic
fertilizers with high quality raw materials, and cur-
rently, six have passed the review from the Council
of Agriculture as organic fertilizer products suitable
for organic agriculture. Meanwhile, the organic culti-
vation techniques and product quality management
process are also established to facilitate the devel-
opment of domestic organic agriculture.

In the same year, TFC also introduced new se-
ries of peat-added compound fertilizer (nitrophos-
phate) and developed various microbial fertilizer
products. In addition, the biological pesticides devel-
oped from bacillus amyloliquenfaciens (BA) are used
for field efficacy trials.

In addition, we actively develop a circular econo-
my model, redesign the process and recycle waste
chemical liquid for reuse. Based on the same con-
cept, the agricultural waste such as distillers’ grains,
mushroom waste and bean dregs are the sources
of the raw materials for organic fertilizers. We also
utilize deep ocean water (DOW) for multi-phase
aguaculture production in our Hualien Factory and
also develop aguaponics to recycle water resources.
TFC also actively converts waste into renewable re-
sources with its own professional core technology,
creating the maximum benefits in circular economy.

Care and Concern

With the ideal of “solving social problems with
core competence of the corporation” , we have pro-
moted social care and public welfare activities and
also established the Taiwan Fertilizer Foundation
to take good care of the farmers and disadvantag-
es groups in an organized and systematic manner.
Looking to the future, TFC will continuously sponsor
various agriculture-related, academic and artistic

Message from the Chairman

activities and keep our deep plowing scheme in char-
itable undertakings that take care of farmers and
vulnerable groups. Moreover, we also look forward
to working with communities and sharing the profits
with the public. Since its establishment, TFC has al-
ways considered itself as “farmers’ good partner &
the guardian of the land” . The quality products and
our services win us the trust of the farmers. Our ex-
perience as an old brand and our expertise are our
solid backing, and we will be more courageous for
future innovation that can link up with social issues
and national agricultural development policy. TFC
will advance with the times and adjust its business
strategy and direction, aiming at jumping to the in-
ternational stage with Taiwan.

Chairman of Taiwan Fertilizer CO., LTD.
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SDGs

Goal 2 :

End hunger,
achieve food
security and

improved nutrition

and promote
sustainable
agriculture

Provide secure and
equal access to land
and other productive
resources and
increase rural income

Ensure a sustainable
food production
system

Corporate Social Responsibility Repor‘t’i

Coping strategies and actions

Promote non-toxic organic agriculture to enhance the quality
of farming and improve farmers’ income.

Increase multiple income sources for farmers with the con-
cept of aguaponics combining aquaculture with hydroponics.

1.Research and develop high quality fertilizer products that
enable the reduction of fertilizer application and costs while
increasing crop quality and yield.

2.Actively develop organic fertilizer products, establish organ-
ic farming and promote contract organic farming.

3.Develop microbial fertilizers to take care of both environ-
mental protection and plant growth efficiency. In addition,
microbial fertilizers can also be used as a microbial agents
for aquaculture to facilitate healthy breeding.

Implementation of farmland conservation. Hold nationwide
seminars on rationalization of fertilization to reduce the im-
pacts of fertilizers on soil and the environment.

Corresponding

Page

chapters and sections

3.1.1

3.2.3

3.1.1

6.2.2

Creating a

Green, Organic 7
and Non-toxic
Environment

Cherish Resources
and Create Water
Recycling and
Reuse

34

Creating a
Green, Organic
and Non-toxic

27

Environment

Rationalization
of Fertilization
and Green

Fertilizer 100

Promotion
Education



SDGs

Goal 12:

Ensure
sustainable

consumption and
product patterns

Achieve the
environmentally
sound management
of chemicals and all
wastes

Substantially reduce
waste generation
through recycling and
reuse

Enhance
information and
awareness of
sustainable practices

Corresponding

Coping strategies and actions

Page

chapters and sections

1.Make use of TFC's advantages of raw materials of phos-

phoric acid, nitric acid, sulfuric acid and ammonia, com-

bined with the etching liquid recovery services to provide

one-stop customer service, creating the “green circular

economy park in our Miaoli Factory. 3.2.2
2.Established “SRS distillation recovery system” and “re-

generated phosphoric acid recovery system” workshops

in Miaoli Factory, responsible for the recovery of stripping

liquid, NMP and waste chemical liquid of phosphoric acid.

Organize agricultural knowledge education in all agricultur-
al towns nationwide. A total of 399 sessions were held in 6.2.2
2016.

Combine with
the Industrial
Chain to
Create a Sound
Circulation
System

33

Rationalization

of Fertilization

and Green 100
Fertilizer

Promotion

Education

7 TAIWAN FERTILIZER CO., LTD
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Environmental Aspect
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In 2016, trials of
the organic farm-
ing techniques on

14 key corps were
completed.

In 2016, we launched a new organic fer-
tilizer, with six organic fertilizer products |
in total. Among which, five passed the
review and are recognized as being ap-
plicable to organic agriculture, and four
of them are even selected by Council of
Agriculture (COA) as the recommended
brand of organic fertilizers.

The energy intensity

in 2016 was 6.91E-04
MJ/tonne, a 3.17% de- |
crease compared with
2015.

= -
S = I

¥ 3.39-

The GHG emission
intensity of 2016 was
0.59, decreased by
3.39% compared with
2015.

¥ 38.89+

The general industrial waste
in 2016 amounted 363 metric
tons, decreased by 38.89%
compared with 2015, and the
total amount decreased for two
consecutive years.

T A5.51%

5050001

Taichung Factory
completed the ISO
50001 Energy Man-
agement System.

et
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=i LN

¥10.71 46.46-
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v7.2%

The total wastewater discharge
in 2016 was approximately
150,000 metric tons, a 10.71%
decrease compared with 2015,
and the total discharge amount
declined for two consecutive

The ratio of the amount of
recycled and reused materials
to raw materials in 2016 was
27.67%, with an increase of
5.51% compared with 2015,
and the ratio increased for

two consecutive years.

The water recovery
rate in Taichung Fac-
tory was 12.96%, a
6.46% increase com-
pared with 2015.

The amount of water ab-
straction in 2016 amounted
620 thousand metric tons,
a 7.2% decrease compared
with 2015, and the total
amount declined for two con-
secutive years.
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2016 Moments of Glory

Selected as the TWSE
Corporate Governance
100 Index Constituent

Ranked top 20% in
the Annual Corporate
Governance Evaluation

TWSE Corporate Governance 100 Ranked top 20% in the Annual CommonWealth's Corporate
Index Constituent Corporate Governance Citizenship Award
Evaluation

Starting from 2015, TFC was selected as the “TWSE

Corporate Governance 100 Index Constituent” for two CommonWealth Magazine organizes Corporate Citizenship

consecutive years, giving TFC a high degree of recog- Starting from 2014, TFC was ranked top 20% in Award and comprehensive evaluation is made to select the
nition of its corporate governance performance. the Annual Corporate Governance Evaluation for most sustainable corporations in the four major aspects
three consecutive vears, showing TFC’s great of Corporate Governance, Corporate Commitment, Social
governance effectiveness. Engagement and Environmental Protection. TFC was se-

lected one of the “CommonWealth's 100 Best Corporate
Citizens” in 2016, and is the only listed company in chemi-
cal industry being selected.

Corporate Social Responsibility Report\l 10
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Taiwan Corporate
Sustainability Award
(TCSA)

Taiwan Institute for Sustainable Ener-
gy organizes TCSA annually, and the
primary selection criteria include the
completeness, credibility and commu-
nication efficacy of the CSR Report. In
2016, TFC was awarded the “2015 New
Comer Sustainability Report Awards” ,
which fully shows the transparency,
completeness and credibility of the dis-
closure of our corporate information.

@DTCEA 2016 BAE

- ] =
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an Corporate Sustainability Awa
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Ceremony & Summil

vrzae o

2

€©TCIA
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Talwnn Chemica Industry Assoclation

TCIA Innovative Product
Award

Taiwan Chemical Industry Association (TCIA)
organizes Industrial Contribution & Innovative
Product Award every year to reward enter-
prises for their contribution to Taiwan’s chem-
ical industry. In 2016, TFC’s peat-added series
of Organic Compound Fertilizer (Nitropphos-
phate) received the recognition and approval
and was granted the Industrial Contribution &
Innovative Product Award for its green fertiliz-
er products.

11

—

National United
Circle Competition

Silver Tower Prize of the
National United Circle
Competition

The National United Circle Competition is held by
Corporate Synergy Development Center to eval-
uate the internal organization quality improve-
ment or innovative practices and effectiveness
among enterprises. TFC set the theme of “Im-
provement in the Machine Room Power” in the
competition and won the Silver Tower Prize of
the 29th National United Circle Competition in
2016.

TAIWAN FERTILIZER CO., LTD



/Chapter 1

Inheritance and Deep Plowing |

In Taiwan's economic and agricultural development process, TFC has always \
been a solid supporter. After the completion of the stage task, TFC continues |
to facilitate the development of agriculture with high-quality fertilizers and
to keep up with the global trend of the R&D of better quality fertilizer prod-
ucts to protect this land, and further to spread love and energy to socia_!‘care._,
working on making contributions to inheritance and deep ing for our.

homeland. \ y




1.1 About TFC

Taiwan Fertilizer Co., Ltd. was es-
tablished on May 1st, 1946. Originally
a state-owned enterprise responsible
for manufacturing and supplying do-
mestic fertilizer products in line with
the government’s agricultural policy,
TFC has established the largest scale
of modern fertilizer production that
fully supplies the fertilizer products
necessary for the agriculture in Tai-
wan. TFC was officially privatized on
September 1st, 1999 and was suc-
cessfully transformed into a listed
private corporation.

TFC’s fertilizer series products
account for more than 70% of total
domestic demand, supplying more

Name of

than 600,000 metric tons of fer-
tilizers every year in the domestic
market. TFC also imports and re-
sells products of liguid ammonia and
industrial grade urea. In addition,
we also manufacture nitric acid and
electronic chemicals for domestic
and foreign markets. In response to
the rapid changes in the economic
environment and industrial trends, we
actively promote diversified business
management in the fields of real es-
tate development, health products,
biotechnology and so on to open up
new prospects for the foundation of
sustainability.

Taiwan Fertilizer Co. LTD.

Company

Date of

st
Establishment May 18t, 1946

Chairman Hsin-Hong Kang
President Yao-Hsing Huang
Capital NTD 9.8 billion

Main Business

Largest
Shareholder

Number of
Employees

Head Office

Manufacturing and sale of various fertilizers and
chemical products and real estate development business

Council of Agriculture, Executive Yuan (24.07%)

681 employees (as of December 31st, 2016)

6F, No. 88, Sec. 2, Nanjing E. Rd., Taipei, 10457 Taiwan
(R.O.C.)

Chapter 1
Inheritance and Deep Plowing

Trust

Active

™

Responsibilit

Mission
To meet with the green
earth requirements as

an outstanding visionary
enterprise

- Cultivation
Vision
To develop fertilizers,
chemicals, real estate
development and
investment business
sectors of TFC as a
global premium brand
that aims for sustainable
life and environment

Consolidation

Innovation
Business
Philasophy“=

Sustainability

13



Business Centers

Fertilizer chemical is the fundamental
business of TFC. Currently, our Taichung
Factory is the production center of fertilizer
chemical production, Miaoli Factory serves
as the agricultural biotechnology R&D center
and green circular economy park for elec-
tronic chemicals, and the Hualien Factory
serves as the production and R&D center for
deep ocean water. This strategy successfully
integrates the production efficiency that en-
ables TFC to continue to upgrade and prog-
ress. Land development and related work is
carried out actively in other decommissioned
factories.

Corporate Social Responsibility Report\i

Hsinchu Factory
Readjusted as
the Technological
Business District in
Hsinchu

Miaoli Factory

Agricultural
biotechnology R&D
center and green
circular economy
park for electronic
chemicals

Taichung Factory
Production and
logistics center

fortheFer‘tlllzer 00 0 0000000000000 00

Chemicals Business e

Kaohsiung Factory

Changed into

Kaohsiung’s Special

Disctrict of
Multifunctional

Commerce and

Trade

14

0000060600000

Head Office

Headquarters

2nd Keelung Factory
Currently carrying
out the land use
conversion on Dong
Ming Road

Nangun Factory
Changed into
Nangang Economic
Trading Park

Ry

Hualien Factory
Deep ocean water
production and R&D
center



1.2 External Organization Participation

TFC participated in a total of 19 domestic and
international industry associations and societies in
2016.

Chapter 1

Inheritance and B@ep Plowing

1 Taipei Agricultural Chemicals Association 11 Chinese Blood Donation Association

2 Taiwan Public Companies Stock Affairs 12  Taiwan Crop Protection Industry Association
Association

3 Taiwan Acid and Alkali Industries Association 13 Taiwan Chemical Industry Association
Note 1

: : ) Taiwan Institute of Chemical Engineers

4 Sino-Indonesia Cultural and Economic 14 °
Association 15 Chinese Society for Quality

5 Middle East Business Association i i T

16  Taiwan Responsible Care Association

6 Chinese National Association of Industry and
Commerce, Taiwan 17 Chinese Petroleum Institute

7 Chine.se. International Economic Cooperation 1 Taiwan Deep Sea Water Development
Association 8  Association Note 2

8 Sino-Arabian Cultural & Economic Association 19 Labor Safety and Health Promotion Council of

Liquid Ammonia Transport
o Taiwan Management Institute
10 The Third Wednesday Club
Note:

1.The objective of Taiwan Acid and Alkali Industries Association is to coordinate the peering relationship to increase the
common interest and promote the industry’s improvement plan for the purpose of promoting economic development.
TFC is the founding company and has been the serving as the Chairman of the association for years

2.The chairperson of Taiwan Yes, Ms. Tina L. A. Huang serves as the President of Taiwan Deep Sea Water Development
Association

15 TAIWAN FERTILIZER CO., LTD



1.3 Major Products and Service Markets

The main business of TFC includes manufactur-
ing and sale of chemical products (nitric acid), fertil-
izer products (calcium superphosphate, nitro based
compound fertilizer, ammonium sulfate) and import
sales and procurement of liquid ammonia, urea,
nitric acid, potassium chloride, and electronic chem-
icals. In addition, TFC has been actively engaged in
activation of land assets and launched residential
and commercial real estate and other products.

Corporate Social Responsibility Report\i

2.24%
Electronic

chemicals

Taiwan

® Etching solution
series

® Photoresist stripping
solution series

® Cleaning solution
series

® Organic solvent series

—
23.74%

Chemical
products

Taiwan, Southeast Asia,
Europe and America

® Industrial grade urea
® Melamine

® Sulfanilic acid

® |iquid ammonia

® Nitric acid

® Sulfuric acid

® Oleum

16

9.34%
Resale of urea

13.97%
Real estate

Taiwan

® Residential real estate
® Commercial real estate

0.6%
Other

50.11%
Fertilizer

Taiwan, Southeast Asia

® Straight fertilizer series

® Compound fertilizer
series (phosphorus)

® Compound fertilizer
series (nitrophosphate)

® Compound peat-added
fertilizer series

® Biotec organic
compound fertilizer

® Organic fertilizer series

® Instant compound
fertilizer series

® Taifer biopower
stimulant series

® Microbial fertilizer series
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Taiwan Yes Deep Taifer (Cambodia)
1.4 TFC Group Overview Ocean Water Co., Ltd. Co. Ltd.
Taiwan Yes Deep Ocean Water Co., Ltd. mainly Taifer (Camboc_iia) Co. Ltd. is mainly
develops deep ocean water (DOW) related products. responsible for ’;he lm.por‘c and egpor? ;ale
It is devoted to becoming an expert in deep-sea minerals of the local fertilizer in Cambodia, aiming

at speeding up the promotion of fertilizer
and grasping the demands of fertilizer
to facilitate the export of TFC’s
excellent fertilizer products as well

to introduce the health benefits of the natural deep-
sea minerals to people all over the world. With the most
advanced process technology, automated equipment and

the Iargest _deep ocean water mgnufact_uring factory as the fertilizer management
in Asia, Taiwan Yes produces high-quality deep sea techniques to ASEAN
natural minerals and high-quality packaged drinking countries. Mitag ri CO-, Ltd-
water, high mineral contented water, deep sea
AI J b -I salt, concentrated liquid and other deep Mitagri Co.,Ltd. is a national agricultural
e ZIokal ocean water series products. Tai Ch A t development company mainly focusing on exporting
Fertilizer Company al ung Asse . . 9
and supplemented by importing. In addition to
. o Management o AN _
Founded in 1979, Al-Jubail Fertilizer establishing Taiwan’s national brands and a national
Company is a successful example of Development CO., Ltd- management team taking care of expanding external
joint venture by TFC and Saudi Basic Tai Chung Asset Management Development markets, it also actively conceives the layout of
Industries Corporation (SABIC). It mainly Co., Ltd. is mainly responsible for the development overseas production bases to promote local
manufactures products of urea, 2-EH of real estate. In addition to the management  technology upgrade, the establishment of

of gas stations in Keelung and Miaoli, it also

and DOP, raw materials with low manages the commercial office building of overseas sales ba.ses as well as long-term
cost advantage for stable “Taiwan Hall” in Ulaanbaatar, the capital overseas marketing plans and the plant
investment income. of Mongolia. In the future, it will actively export of agricultural technology.

participate in the development and
management of TFC’s self-
owned or self-developed
real estate.

17 TAIWAN FERTILIZER CO., LTD



/Chapter 2
Stakeholder Interaction and Manageme

TFC always mades deliberate planning and exploration because
we think highly of our stakeholders. We make strict checks and
inspections to ensure the product quality, and we certainly fulfill our
corporate social responsibility.

We also uphold the principle of systematic organization and
professional analysis to respond to the stakeholders” deep
expectation.




2.1 Vision of Sustainable Development

TFC’s vision of sustainable development is based
on “Taking into account the sustainable business
model for the economy, environment and society,
reaching the world from Taiwan and becoming a
global brand of excellence.” TFC established the
CSR Committee in 2015 to develop sustainability
strategies, aiming at gradually fulfilling the vision of
sustainable development.

2.1.1 CSR Committee

TFC’s CSR Committee is the highest level proj-
ect implementation organization within the company
to promote CSR work. The company also estab-
lished additional CSR Secretariat under the Board
office to fully demonstrate our commitment to the
practice of corporate social responsibility policy.

2.1.2 Mode of CSR Operation

This CSR Committee, headed by the Chairman
of the Board, with the president serving as the com-
missioner, is responsible for convening the meetings
to decide CSR promotion directions. The vice presi-
dent conducts performance evaluations through reg-
ular meetings to review CSR promotion strategies
and related programs, such as management policy,
key performance indicators (KPI) or other improve-
ment proposals based on the results of stakeholder
communication.
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Board of Directors ]
Steering Committee: Chairman

Chairman: President
Vice Chairman: Vice President
Executive Secretary Members: Assistant Vice President / Directors /

CSR Secretariat Plant Manager

Concern and care for employees
Personnel training and education

Environmental protection policy
Energy efficiency management

Sustainability vision
Operational risk and performance

Enhancing the functions of the Board
Protecting shareholders’ rights
Procurement and Supply chain management Research and Development of Products Occupational health and safety
Product liability

Customer service

Integrity management policy

Regulatory compliance Green Operations Management Contribution to Communities

Internal audit and control Green buildings and sustainable land use Public welfare activities

Representative Chairman

Approval of CSR
policies

Board of Directors

® CSR Committee: Determine CSR policy directions and develop CSR policy

® Each Sub-committee: Key performance indicators (KPI), action plans and budgeting will be
set, and finally each unit will promote and implement them according to its responsibility

® CSR Secretariat under the Board office: It is responsible for handling CSR education and
training on a regular basis and assisting the Committee in the development and implementa-
tion of CSR policies

Mode of imple-
mentation

After CSR Secretariat under the Board office collects the information of each department for
the compilation of the Report, the information is submitted to the Committee for revision and
amendment. The Report is finalized and published after being read and approved by the chair-
man. It will also be submitted to the board for future reference.

Approval of the
Report

19 TAIWAN FERTILIZER CO., LTD



2.2 Stakeholders and Identification of Material Aspects

TFC has established transparent, effective and diverse communication channels to engage in communi-
cation with our stakeholders. We focus so much on the stakeholders’ interests that we even include their in-
terests in the business development strategy to serve as a reference for the company’s operation decisions,

setting up a solid foundation for TFC’s sustainable operation.

8 major categories
of stakeholders

Stakeholder Identification

According to five major principles
set forth in AA1000 Stakeholder
Engagement Standard, there are
eight categories of our key stake-
holders, including the government/
competent authorities, employees,
chemical fertilizer customers, the
shareholders, distributors, sup-
pliers, real estate customers and
contractors.

49 aspects

Collecting information on
the Issues of Concern and
generalize the aspects

The collection of issues of
concern is based on the 46
aspects of GRI G4. A total
of 49 items were induced ac-
cording to their relevance to
and industrial characteristics
of TFC as the questionnaire
design guidelines.

Corporate Social Responsibility Report\l

Materiality Analysis Process

copies of
questionnaires

254

Understanding the Issues of
Concern

The questionnaire surveys were carried
out to all the stakeholders in order to
understand their concerns of the issues.
The survey was also conducted to man-
agers at the position of Level 1 and above
to assess the extent of the impact of each
issue on the company’s operations. 254
copies of questionnaires were analyzed in
2016, among which 237 copies were ques-
tionnaires of concern and 17 copies were
questionnaires of impact.
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1 8 Material Aspects

Deciding prioritization of
material aspects and anal-
ysis

The matrix analysis was con-
ducted and prioritization of
material aspects was decided
after the scores of stakehold-
ers’ level of concern and the
impact on sustainable opera-
tions for top managers were
calculated. After internal dis-
cussions and approval by the
chairman, TFC’s 18 material
aspects of 2016 were identi-
fied.

3 CSR Report

Review and
Discussion

Management principles
were revealed, and man-
agement would continue
to be strengthened and
information be disclosed in
the Corporate Sustainabil-
ity Report based on the
material aspects identified
this year.



2.2.1 Identification of Stakeholders and Communication

TFC’s eight major categories of stakeholders
were identified based on the five major principles
of the AA1000 Stakeholder Engagement Standard,
namely the Dependency, Responsibility, Influence,

Stakeholders

1. Government

2. Employees

3. Chemical
fertilizer
customers

Description

Council of Agriculture, Executive Yuan is
the largest shareholder of TFC, which di-
rectly affects the execution and implemen-
tation of policies of TFC’s agriculture and
the sustainable environment.

Our employees are our most important as-
sets. We listen to the voice of the staff. We
make immediate response to their issues of
concern and fulfill the responsibility to take
care of them.

Fertilizer Chemicals Business is our founda-
tion and is closely related to Taiwan’s agri-
cultural development. We make continuous
progress and promote growth momentum
by understanding customers’ needs and
ideas.

Diverse Perspectives, and Tension. Our eight major
categories of stakeholders include the government/
competent authorities, employees, chemical fertilizer
customers, the shareholders, distributors, suppliers,

Communication Channels

State-owned shareholder meeting
Competent authority meeting
Acts and specification

Exchange of official documents
Government audits

Labor conference

Trade Union / Employee Welfare Association
Education and training

Bulletin Board System/ e-mail

TFC Quarterly

Employee communication mailbox
(HR@taifer.com.tw)

Sales Department and Business Units of all
tories are responsible for communication.
TFC official website

TFC Quarterly

Customer Service Hotline:

Fertilizer products :

0800-883-300 (Sales Department)
Chemicals:

(02)2542-2231 (Trading Department)
Electronic Chemicals:
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real estate customers and contractors. The descrip-
tions of identification, communication channels and
issues of concern of TFC's each category of stake-
holder are illustrated as follows:

Frequency Top 5 Issues of Concern

Occasional Transport

Occasional Environmental Compliance

Occasional Product and Service Labelling

Occasional Sustainable Food

Occasional Emissions
Quarterly Economic Performance
Quarterly Labor/Management Relations
Occasional Education and Training
Occasional Environmental Compliance
Quarterly Social Compliance

At all times

fac- ;

At all times Sustainable Food

At all times Product and Service Labeling
Quarterly Customer Health and Safety
At all times Social Compliance

Product Compliance

(04)2471-8607 (TFC Electronic Chemicals Busi-

ness Marketing Group)

21

TAIWAN FERTILIZER CO., LTD



Stakeholders

4.Shareholder

5. Distributors

6. Suppliers

7. Real estate
customers

8. Contractors

Description

Shareholders are the owners of TFC,
whose interests and the company’s op-
erating performance are closely related.
Therefore, the shareholders have high ex-
pectations.

Distributors are TFC’s important sales
channels. Among which, the Farmers’
Association is our major and stable sales
partner, working together with TFC to
stabilize the supplies of fertilizers and bal-
ance the prices, shouldering the respon-
sibility of supporting national agriculture
with TFC.

The quality of the products and services
provided by the suppliers directly affects
the performance of the operation and
production of TFC. We establish good
communication channels with suppliers to
make efforts for the common interests of
both sides and to achieve the goal of sus-
tainable growth.

Real estate is one of the three major busi-
nesses of TFC. We listen to the real es-
tate customers’ feedback and opinions to
know our customers’ demands and make
continuous progress.

With the trend toward professional divi-
sion of labor of business behavior, con-
tractors are important cooperative part-
ners for TFC’s operations, so we should
understand their ideas and suggestions to
create a sustainable win-win situation.

Corporate Social Re: ponsibility Report’i

Communication Channels

Shareholders’ meeting
Investor conference

Investor Relations Team is responsible for com-
munication

Annual report / Financial statements / Monthly
sales report

TFC Shareholder Service Unit
TFC official website

TFC Quarterly
Customer Service Hotline:
(02)2542-2231#682(Stock Affairs Unit)

Sales Department and Business Units of all
factories are responsible for communication

TFC official website
TFC Quarterly

Trading Department is responsible for communi-
cation with each factory

Procurement practices

Supplier evaluation questionnaire

Field visits to suppliers

TFC official website

Real Estate Development Department and Prop-
erty Management Department are responsible
for communication

TFC official website

Customer Service Hotline :0800-258-600 (Real
Estate Development Department)

Site management unit is responsible for commu-
nication

Regular / occasional meeting

Field audit
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Frequency
Annual

Occasional

Occasional

Annual /Quarterly/
Monthly

At all times
At all times

Quarterly
At all times

At all times

At all times
Quarterly

At all times

Occasional
Annual
Occasional
At all times

At all times

At all times

At all times

At all times
Monthly/

Occasional
Occasional

Top 5 Issues of Concern

Sustainable Food

Social Compliance
Environmental Compliance
Economic Performance
Anti-corruption

Product and Service Labelling
Customer Health and Safety

Customer Privacy
Marketing Communication

Social Compliance
Anti-competition Behavior
Supplier Assessment for
Impacts on Society
Anti-corruption

Product Compliance

Environmental Compliance
Transport

Product and Service
Effluents and Waste
Climate Action

Procurement Practices
Supplier Environmental Assessment
Sustainable Food

Emissions

Biodiversity
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2.2.2 Identified Material Aspects 2016 Materia“ty Matrix
Based on the analysis process of the material as-
pects of corporate social responsibility, including the A 16, Custoier Bivacy Envirermenis] Coreianes
I5 s’t.epsI off the .Stakehzldelr Identlf:ogtlon , CO; 50. Biodiversity _ Sustainable Food
ecting Information on the Issues of Concern an H 51, Anti-competitive Behavior Eresust Lty CaislEise

Inclusion of Material Aspects” , “Understanding the
Issues of Concern”, “Prioritization and Analysis of
Material Aspects" and “Review and Discussion” , the
material aspects and the prioritization of material is-
sues were determined.

. Social Compliance

. Customer Health and Safety

. Emissions

. Product and Service Labeling

. Marketing Communication

9. Economic Performance

10. Effluents and Waste

11. Energy

12. Environmental Grievance Mechanisms

22. Anti-corruption

23. Climate Action

24. Water

25. Overall Situation

26. Social Impacts Grievance Mechanisms
27. Training and Education

28. Supplier Environmental Assessment
29. Supplier Assessment for Impacts on

o N o~

Society 13. Labor Management Relations
v 14. Circular Economy
=2 15. Transport
% 16. Local Communities
o 17. Occupational Health and Safety
g 18. Products and Services
§ 40. Freedom of Association and Collective 30. Public Policy
% Bargaining 31. Raw Materials
~ 4. Procurement Practices 32. Labor Practices Grievance Mechanisms
% 42. Market Presence. 33. Employee Diversity and Equal Opportunity
o) 43. Equal.Rer‘nu-ner‘ann for Women and Men 34. Employment and Labor Relations
= 44 . Non-discrimination
35. Forced and Compulsory Labor

45. Investment ) )

46. Supplier Human Rights Assessment 86. Indirect Economic Impacts

47 Seauiliy Breciees 37. Supplier Assessment for Labor Practices

48. Indigenous Rights 38. Child labor

49. Assessment 39. Human Rights Grievance Mechanisms
L L Level of Impact on TFC's Operation H }
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The Chapter and Section of Material Aspects and the Description of the Boundary of Considerations

Material Aspects

Economic
By Performance
Environmental
Compliance
Emissions

Effluents and Waste
Environment Energy

Environmental
Grievance Mechanisms
Circular Economy
Transport
Product and Service

Sustainable Food

Product Responsibility
Compliance
Social Compliance
Labor/Management
Relations
Customer Health

Society and Safety
Product and Service
Labeling
Marketing
Communication

Local Communities

Occupational
Health Safety
(Note 1) The extent of disclosure

@ Related, with comprehensive disclosure
O Related, with partial disclosure
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The
Corresponding
Index
G4-EC1
G4-EC3
G4-EN29
G4-EN15/G4-EN16/
G4-EN19/ G4-EN21
G4-EN22/ G4-EN23
G4-EN3/ G4-EN5/
G4-EN6

G4-EN34

G4-EN2
G4-EN30
G4-EN27

G4-EN27

G4-PR9

G4-S08

G4-LA4

G4-PR1/ G4-PR2

G4-PR3/ G4-PR4

G4-PR6/ G4-PR7

G4-S01

G4-LA5/ G4-LAB
| G4-LA7/ G4-LA8

Chapter and Section in
this Report

4.4 Financial Performance
6.1.1 Human Resources and Benefits
4.5 Compliance
3.3.2 Environmental Friendliness

3.3.2 Environmental Friendliness

3.3.3 Energy Saving Climate Action

3.3.2 Environmental Friendliness

3.2 Circular Economy
5.2 Transport Management
3. Vitality and Green Innovation
6.2.2 Rationalization of Fertilization
and Green Fertilizer Promotion Education

4.5 Compliance

4.5 Compliance

6.1.2 Good Labor/Management Relations

3.4.2 Product Liability

6. Special Column: Make Proper Use of
Land to Create Harmony between
the Environment and the Community

6.1.3 Occupational Safety and Health

© Expected to continue to collect information for gradual disclosure
A\ With impact, qualitative description
A: Taiwan Yes Deep Ocean Water Co., Ltd.
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Within the organization
TFC Other Affiliates

The Boundary

Outside the
organization(Note 1)

( J © /\ Shareholders
o ©

[ J ©

o AO A\ Customers

{ J © A\ Community
o © O Contractors

B: Tai Chuang Asset Management Development Co., Ltd.
C: Mitagri Co.,Ltd.
D: Hasbo Biotech Co., Ltd
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“"There will always be a frontier where there is an open mind and a willing
hand.” --Charles Franklin Kettering, American Inventor (1876-1958)
TFC flexibly makes use of professional knowledge in response to the world
trends and continuously develops innovative products, concerns about
vigorous actions to practice humanism, to embrace the land with sincerity
and responsibility, and is dedicated to enable farmers to share the benefits
with the land.
- h. »




Taiwan Fertilizer Corporation has been striving to implement Goal 2 of SDGs, “End hunger, achieve food
security and improved nutrition and promote sustainable agriculture” as one of our corporate goals from
three major perspectives of “sustainable agriculture” , “environmental protection” and “resource conserva-
tion” and continues to research and develop processes and products with more benefits, fulfilling our com-

mitment to sustainable agriculture.

Material aspects Products and services, sustainable food

Commitment

Continue to develop products that
are with fertilizer efficiency and
at the same time can protect the
soil and the environment to create
a green economy for sustainable
management of agriculture in
pursuit of the goal of sustainable
food.

Corporate Social Responsibility Repor‘t’i

Strategy

Long-term investment in
the three major perspec-
tives of “sustainable agri-
culture” , “environmental
protection” and “re-
source conservation”

Target

® To develop green R&D ca-
pacities and optimize com-
petitiveness of products in
the market

® To strengthen Industry-Ac-
ademia Cooperation and co-
operate with industrial and
academic research units to
develop green products
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Resources

Sufficient budget alloca-
tion for the implementa-
tion of various green R&D
projects

Action

® Successfully launched 6 or-
ganic fertilizer products in
2016

® The green fertilizer- “Hey-
Won", new series of peat-add-
ed compound fertilizer (nitro-
phosphate) was launched in
2016

®|n 2016, 5 organic fertilizer
products were Certified Or-
ganic by Council of Agricul-
ture (COA)



3.1 Green Innovation and R&D

With the R&D philosophy of “fertilizer effi-
ciency” , “maintenance of soil” and “environ-
mental protection”, TFC has developed the “niche
fertilizer products” through evolutional innova-
tion of the original products. In 2016, we have
successfully launched new green fertilizer—new
series of peat-added compound fertilizer (nitro-
phosphate) — “HeyWon” Series. This new green
fertilizer series not only takes care of the soil
but also enhances the quality and increases the
yields of crops, beneficial to both the environ-
mental and economic development.

Recently, TFC has put more efforts into the

promotion of organic agriculture. Our company
has not only established our own technigues of
organic cultivation and production quality con-
trol process, we also have plans to expand the
scale of the organic demonstration farm and
teach farmers organic farming to maintain an
environment for sustainable agriculture. Over
the years, we have continued to invest in “mi-
crobial compound fertilizers” that are applied in
aquaculture, and to further develop “biological
pesticides” that are suitable for organic agricul-
ture, aiming at making concrete contributions to
Taiwan’s agriculture.

Green R&D Policies and Objectives

Policy

1.To implement R&D personnel training of green
R&D capabilities. Each person receives at
least 20 hours of training averagely every year

2.To cooperate with industrial and academic re-
search units, setting the target of the develop-
ment project at two projects in 3-year period
to enhance our green R&D capabilities

To enhance and innovate
the core technology and
develop green products
which are with fertilizer
efficiency and at the
same time can protect
soil and the environment

TFC's R&D Expenditure

Short-term goals (2016~2020)

reduce carbon emissions

The percentage

R&D expenditure (NT dollars/thousand )

Medium- and long-term goals (2020~2030)

® To expand and have access to green technology and to cooperate
with industrial and academic research units, setting the goal at
working on at least 2 projects together in 6-year period

® To continuously improve production processes, save energy and

® To establish well-equipped laboratories and integrate R&D resourc-
es to maximize the synergy in R&D
® To implement industry- academia cooperation
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Organic Agriculture Techniques and R&D of Fertilizers
@ Establishment of the Database of Organic Cultivation Tech-
niques

TFC has set the Organic Agriculture Group under the
R&D Section to be in charge of organic farming research,
field trials, demonstration and promotion of organic farming.

The Company set up an organic demonstration farm in
Miaoli to serve as the trial field for organic cultivation tech-
nigues and organic materials. The area of this demonstration
farm is scheduled to be expanded to assist farmers to join
the organic cultivation market more quickly to help Taiwan’s
agriculture gradually move toward an environmentally friend-
ly mode of operation. Currently, the organic demonstration
farm has obtained organic verification from MOA interna-
tional in 2017 April 2017.

MOA, =

(TR TFETS 3

3.1.1 Creation of a Green, Non-toxic and Organic Environment

TFC has developed many good quality organic fertilizer and material products,

creating a better organic and non-toxic environment for Taiwan’s agriculture and

in turnover
2014 57,610 0.33%
2015 66,094 0.38%
2016 65,291 0.53% fishery.
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We apply organic fertilizers on the organic demon-
stration farm (approximately 6 tons / 970 mz2) for
the land amelioration project. After soil sampling and
analysis, it is found that the “organic matters” in
the soil increased by 1.435%, and the proportion
of other soil nutrients also increased at the same
time, confirming that proper supplementation of soil
organic matters can facilitate plant nutrient absorp-
tion.

Implementation Results of TFC's Establishment
of Organic Farming Techniques

Implementation

Item
result
Internal trial of.the organic 6 trials
demonstration farm
External field trial of organic 6 trials

farming

14 Kinds of major
economic crops, such
as paddy rice, leafy
vegetables, melons and
fruit

Experiment on organic farm-
ing techniques of farms

Overall crop vield of the
organic demonstration farm

1,841 kg

Tips: Organic Agriculture Classroom — What is organic farm?

We keep detailed records of organic cultivation techniques from the seed
stage to nursery, pollination and even the fruit development stage. These doc-

The Launch of Various High-quality Organic Fertilizers

To improve the situation of soil acidification,
we have set an “Organic Fertilizer Research Cen-
ter” and made use of fermented agricultural waste
such as beer lees and mushroom waste for the
production of organic fertilizer. In addition, in 2016,
the establishment of the factory for biotech organic
fertilizer was completed (with an annual production
capacity of 6,000 metric tons) to produce a number
of high-quality organic fertilizer products, fulfilling
our philosophy of the promotion of organic farming

uments along with the use of organic materials for disease control and crop

pest control technology are all kept to establish a complete database of organic

farming.

Corporate Social Responsibility Report\l

Description of organic
farm certification
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and an environmentally friendly environment.

TFC has launched a total of six organic fertilizer
products. Except for the “#7 Biotec Organic Fertil-
izer” which is still under the review, the other five
products have passed the review and been selected
as the recommended brand of soil fertility improve-
ment materials by Council of Agriculture (COA).
Four of them have even been selected as the rec-
ommended domestic brand of organic fertilizer prod-
ucts.

\ mmm \ num
j FH 1w ; 3.
WMEEN HAEEH
.1 1 .
#2 Organic #1 Biotec Organic #3 Biotec Organic
Fertilizer Fertilizer Fertilizer
il | = a |
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20 20
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#5 Biotec Organic  #7 Biotec Organic  #11 Biotec Organic
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New Green Fertilizer

® New series of peat-added compound fertilizer (nitrophos-

phate), “HeyWon” Series for soil and environment protection

To achieve the balance between agricultural development and
environmentally friendly environment, we continuously tested and
adjusted the proportion of phosphorous and peat in the process. In
2016, the new series of peat-added compound fertilizer with humic
acids was launched. This upgraded product emphasizes on the effi-
ciency instead of the fertilizer content, and the humic acids in it can
prolong the fertilizer efficiency, improving the soil structure of farm-

-I Specialties of “HeyWon” Series

Fertilizer is like food. Irregular intake of it will cause nutrition-
al imbalance. The difference of chemical fertilizer and organic
fertilizer lies in the fact that nitrogen, phosphorus and potassium
in chemical fertilizer are the important source of nutrients for
plants while organic materials contain the trace elements plants
need to facilitate the digestion and absorption of plants.

One of the specialties of “HeyWon” is its efficiency and
effects. The nitrophosphate in this peat-added compound fertil-
izer (nitric acid) is a kind of nitrogen, which is the element with
best absorption effects for plants, enabling the crops to quickly
absorb the nutrients. Another specialty it has is the long-term
fertility effects, which can be attributed to the peat added in it.
Peat contains humic acid that can grasp the nutrients and slow-
ly release them. Without peat, nutrients can be easily washed
away by water. Therefore, under the same amount of fertilizer,
peat seizes the nutrients to extend the time for the crops to ab-
sorb more nutrients, and the yield is thus increased.

A 40kg pack “HeyWon” Series products contains about the
same amount of humic acid as a 20kg pack of organic fertilizer
products.
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land in Taiwan, decreasing the amount of fertilizer
applied while enhancing the crops yields and quality.
Our new green fertilizer products indeed have the
advantages of chemical fertilizer and organic materi-
als.

The new “HeyWon” Series, our peat-added com-
pound fertilizer (nitrophosphate) was even awarded
TCIA’s Product Innovation Award in 2016. We are
applying for its patent in China, Indonesia, Malaysia,
Vietnam, Thailand, Cambodia and other countries.

@ R&D of low-phosphorus fertilizer to prevent reser-

voir eutrophication

In 2013, TFC started to cooperate with Taipei Feit-
sui Reservoir Administration and Tea Research and
Extension Station to provide low-phosphorus com-
pound fertilizer for the experiment in the tea gardens
in the catchment area for two consecutive years. The
results show that the application of low-phosphorus
compound fertilizer has no impact on the vield and tea
quality, and the environmental benefit of it is the reduc-
tion of phosphorus accumulation in the soil. TFC has
completed the formula of low-phosphorus compound
fertilizer specifically for tea trees in 2016, and provides
counseling and education promoting rationalization of
fertilizer to tea harmers in the catchment area in Feit-
sui Reservoir in an attempt to follow the governmental
policy with our core R&D capacities so as to reduce
the environmental burden of the reservoir and to make
efforts for environmental protection.
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Innovative Application of Microorganism

® Taifer Biopower phosphate-solubilizing bacteria
biofertilizer

The long-term application of phosphate fertilizer
on Taiwan’s farmland caused the accumulation of it
due to little phosphate loss and that part of the avail-
able phosphorus cannot be absorbed by the crops.
The Taifer Biopower phosphate contains phos-
phate-solubilizing bacteria and can simultaneously
solubilize three types of unavailable phosphorus fer-
tilizer accumulated in soil (calcium phosphate, iron
phosphate and aluminum phosphate) and turn them
into available phosphorus that can be used for plants
to strengthen soil fertility.

Taiwan’s annual application of phosphate fertiliz-
er reaches 135,000 metric tons. The use of Taifer
Biopower phosphate can help reduce 70,000 metric
tons of phosphorus fertilizer application (a decrease
of about 33%~50%, equivalent to NTD 180 million).

@® Biopesticide Formulation

TFC works with Dr. Hsieh, Feng-Chia team in the
Taiwan Agricultural Chemical and Toxic Substances
Research Institute of COA and uses the strain of
Bacillus amyloliquefaciens (BaBPD1) in the develop-
ment of biofertilizer as the academia-industry col-
laboration project. In addition to the successful de-
velopment of Taifer Biopower phosphatesolubilizing
bacteria biofertilizer, it is also found that the strain
of bacteria can produce high amount of antimicrobial
substance (lturin A) and have the characteristics of
promoting crop growth.

We aim at the development of biopesticide for the
prevention of strawberry gray mold, and have com-
pleted the biopesticide formula, pilot run, toxicologi-
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cal test, physical and chemical property test and
field trial of the pesticide efficacy of it. This Bio-
pesticide is now under the pesticide registration
and it is scheduled to be launched in 2018.
® Aquaculture Effective Microorganism Product
TFC has the aquaculture effective microorgan-
ism products of “#3 Taifer Aquaculture Biopower
stimulant” and “#1 Taifer Biopower Aguaculture
Effective Microorganisms” . Based on the lab-
oratory data, the use of #3 Taifer Aquaculture
Biopower stimulant in indoor farms can reduce
organic pollutants in water while adding #1 Taifer
Biopower Aguaculture Effective Microorganisms
in the feeds can increase feed absorption rate,
reduce fecal excretion and the amount of water
chance (saving 10% of water change amount
every day). TFC’s aquaculture effective microor-
ganism products have good antagonistic effect
against common aqguatic bacteria, enabling the
reduction of drug use and further reduce the
amount of water change and electricity consump-
tion (generally the aguaculture farmers have to
change at least 50% of water after drug use).
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Applying TFC’s microorganism product increased the
survival rate of the grouper.
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We track the results of using our products in 2016,
and this case sharing is from a Chinese mitten crab farm-
er in Miaoli.

At the early growth stage of Chinese mitten crabs, it
is not easy for stable culture of aquatic plants, resulting
in early death of crab breeding and the disinfection also
leads to large amount of water change. If water has to
be changed due to disinfection three times at the early
growth stage, the total amount of water change will
reach 1,000 metric tons every 970 m2. After trying #1
Taifer Biopower Aquaculture Effective Microorganisms
during the farming process, there is no need for water
change, and the chance of bacterial infection is re-
duced, increasing the survival rate by 10%.

Case sharing of using Aquaculture
Effective Microorganism product

Item

Completed trial of organic farming

Description of the results of applying
microorganism product in Chinese
mitten crabs farming

No application of
the product

Change water three
times, approximately
1,000 metric tons of wa-
ter at the initial stage

3 times of morbidity on
average in the pond an-
nually
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Application of
the product

No need to change water at the
initial stage

Increase the survival rate by
10%, and the profit increased
by NTD 90,000 per 970 m2. No
need for drug use in the whole
farming process

Green R&D Results

R&D Results

Green Benefits

Establish organic farming techniques of different

Crops and production quality control process to promote organic friendly agri-

Organic agriculture
technology and R&D

New green fertilizer

Innovative Application
of Microorganism

Technology on 14 key crops in 2016

Developed six organic fertilizer products, in which five have passed the
review as being applicable for organic agriculture, and four are even se-
lected as the recommend brand of organic fertilizer

Launched the new series of peat-added compound fertilizer (nitrophos-
phate), the “HeyWon” Series

Completed the formula for the compound fertilizer specifically for tea
trees

Launch the Taifer Biopower phosphate-solubilizing bacteria biofertilizer

Completed the biopesticide formula and pilot run. It is scheduled to be
commercially available in 2018

Successfully developed two aguaculture effective microorganism prod-
ucts with TFC’s core technology of microbial liquid-state fermentation
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culture in Taiwan

Improve the problem of insufficient content of organic matters in soil on farm-
land in Taiwan. Based on the internal research, long-term application of organ-
ic fertilizer can increase the organic matters in soil

Supplement the soil organic matters, improve soil structure, reduce fertilizer
use and ease off soil acidification

Reduce the accumulation of phosphate fertilizers and ease off the problem of
water eutrophication in the reservoir

Turn the unavailable phosphorus into available phosphorus, reducing 30% of
phosphorus fertilizer use

Reduce the use of chemical pesticides, reducing the impacts on the environ-
mental and human health

No need to change water at the initial stage of farming, saving approximately
1,000 metric tons of water per 970 mz2
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To reach the United Nations Sustainable Development Goal 12 “Ensure sustainable consumption and
product patterns” , TFC increases the waste recycling rate by pre-design, reduction, recycling and reuse. In
the organic fertilizer production plant in Miaoli Factory, the raw material sources come from the agricultural
waste such as the distiller dried grains, mushroom waste and dregs from soybean milk making. Our Hualian
Factory makes use of its geographic advantage and overcame the technical obstacles and draws deep ocean
water for multiple stage of aquaculture. In addition, Aquaponics is further developed to recycle water re-
sources.

Material aspects >>> Circular Economy

Commitment Strategy Target Resources

To initiate the United ®From the beginning of ® Increase the raw Budgeting for the

Nations Sustainable
Development Goal
12 “Ensure sustainable
consumption and prod-
uct patterns” , striving
for the development of
a sustainable business
model in circular econo-
my

product design, the three
stages of handling pro-
cess, including repair,
reuse and remake should
be applied to raw mate-
rials, parts and finished
products so that they
can return to the product
cycle

® [ndustrial integration to

build a circular economy
system together

Corporate Social Responsibility Repor‘t’i

material recycling
rate year by year

®eEstablish the
cross-enterprise
cooperation mod-
el to stabilize the
sources of recy-
cled raw material
supply
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promotion of circular
economy project,
with the joint resourc-
es from the industry,
academia and govern-
ment

Action

®|n 2016, the recycling rate of raw
materials reached 27.67%, a 5.51%
increase compared with 2015

® Make use of the advantage of raw
materials (sulfuric acid, nitric acid,
hydrochloric acid and sodium hy-
droxide) to redesign the process to
develop a recovery system of elec-
tronic grade waste chemical liquid

® Make use of the multiple stage appli-
cation of deep ocean water to con-
struct an environmentally friendly
energy-saving farming system



3.2.1 The Use of Recycled Raw Materials

The raw materials used for the production of fer-
tilizer and chemical products are mainly divided into
four categories, including raw materials, secondary
raw materials, fillers, and packing bags. The amount
of raw materials used in 2016 was approximately
514,837 metric tons, in which 142,436 metric tons
belong to recycled raw materials, mainly from the
by-product of sulfuric acid produced at the end of
processing stage in TFC’s production plants and do-
mestic and foreign manufacturing plants.

The rate of recycled raw material usage in 2016
was 27.67%, an increase of 5.51% compared with
the 22.16% in 2015. The aforementioned raw mate-
rials are recyclable. Other raw materials, including
natural minerals and products converted from natu-
ral gas are non-recyclable ones. The raw materials
used are detailed as follows.

Category Raw Material Item Usaqe amount
(Unit: tonne)
Category 1 The main raw materials 492,503
Sub-materials
Category 2 (including fuel oil and 17,157
molten sulphur)
Category 3 F.’roduc.tlon fillers 5 587
(including peat) '
Category 4 Packing bags 5 590
(PP plastics) ’
Total 514,837

Note: The amount of PP plastics used in packing bags
is obtained from the weighted conversion of the
specification of the bags (mostly 25 kg and 40 kg)
TFC uses and the PP consumption. Ton bags and
paper bags less than 1% are not included

3.2.2Combining the Industrial Chain to
Create a Sound Circulation System

The Company has been actively developing
electronic grade chemicals in the Miaoli Factory to
supply customized products to domestic large panel,
optoelectronics, solar energy and semiconductor
manufacturers. Based on the solid chemical pro-
fessional basis, TFC has established the “Stripper
Recycle System (SRS)” and the “Recycle System
for the Reproduction of Phosphoric Acid” , providing
one-stop service model for our customers in terms
of production, sales and recycling, creating a circu-
lar economy system from supply to recycling.

The percentage of recycled raw
material usage in TFC between
2014 and 2016

27.67%

22.16%
19.01%

2014 2015 2016
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TFC produces
electronic grade
chemicals

Recycled waste
liquid is remade
into new liquid and
sold to electronics
factories

Sold the chemicals to
electronic factories

Stripper Recycle System (SRS)

Currently there are a 5KL and a 20KL SRS distil-
lation columns in Miaoli Factory, providing services
for the recycling, allotment, quality control and lo-
gistics services of STRIPPER needed in the panel
industry. In order to achieve the goal of introducing
the niche electronic chemicals into Miaoli Factory,
TFC is working on the development of a one-stop
shopping services providing the supply and recycling
of NMP. In 2016, the amount of sales of reproduced
liquid recycled from the Stripper Recycle System
(SRS) was 1,361 metric tons, accounting for 12.34%
of the total sales of TFC's electronic chemicals.

TAIWAN FERTILIZER CO., LTD



2016 Production Statistics of
Electronic and Reproduced

Products Unit: metric ton

Reproduced liquid
Reproduced phosphoric acid
Other electornic chemical products

1,361
(12%)
4,827
(44%) 4.839
(44%)

Recovery System for the Reproduction
of Phosphoric Acid

Miaoli Factory recycled the etching waste liquid
at the end of the manufacturing process in the panel
and IC industries and reproduced it into secondary
industrial phosphoric acid by using the evaporation
and circulation equipment. The waste aluminum
etching solution can reach more than 99% recov-
ery rate with pure recovery technology. In 2016,
the amount of sales of reproduced phosphoric acid
with this recovery system was 4,827 metric tons,
accounting for 43.77% of the total sales of TFC’s
electronic chemicals.

Corporate Social Responsibility Report\l

3.2.3The Creation of Water Recycling and
Reuse to Cherish Resources

TFC applies multi-stage use of deep ocean water
as the raw material for health care products, for the
usage plan of heat exchange of the air-conditioning
system and for the development of aguaculture in-
dustry. In addition, with the concept of aquaponics,
TFC'’s biotechnology expertise is also utilized to pro-
mote the water recycling system for the symbiosis of
the aquaculture and agriculture industries.

DSW Multi-stage Culture System
Diagram

Multi-stage use of deep ocean water
for the construction of energy-saving
farming system

Our Hualien Factory uses the cutting-edge
technology to explore the east coast of Hualien,
the western Pacific, in order to get the deep ocean
water 662 meters below sea level to provide the
raw material for TFC’s subsidiary, Taiwan Yes
Deep Ocean Water Co. Ltd. and also for the usage
of cold energy needed for air-conditioning by using
heat exchange in the Hualien Factory. In addition,
for the R&D of aquatic technology, the Company
simultaneously uses the precious deep ocean wa-
ter resources for the research and development of
the aquatic technology and makes multi-stage use

Food-grade of the precious deep ocean water.
Macroalgae
Utilize (hair weeds, When the temperature is
the rear undaria pin- — “igherthan 261G
DSW in 12C ) natifida, kelp)
section of L
*{ 18C + DSW22°C DSW25C |‘> Emission
Coldwater fish > acclimation of > Water >
(parrot fish, Ulva giant grouper processing
turbot, Kuruma lactuca (uvenile) district Animal food
shrimp) (feed + (stromb, organisms
; grade) ) sea (rotifers, Emission
Mlcroalgag (Nan- Experience cucumbers,  copepods)
DSW 20C nochloropsis =P zone (stromb,  gea urchins
Nourish '
oculata, sea cucumbers,
; > oysters)
v Isochrysis) sea urchins) 5
; DSW30T
Rotifers,
Small warmed reservoir Seed breeding copepods Screening
=p-farms (seed
) rearing) (giant
DSW28C grouper, parrot Supply
fish, turbot)
34



The First Stage:
Use of low-temperature, make use of
cold energy needed for air-conditioning
by using heat exchange

The Company uses the front section of the ex-
tracted deep ocean water (about 12°C) to replace
the chilling water and air conditioning system and
applies the cold energy to the office building in Hual-
ien Factory with the heat exchange technology to
reduce the usage of air conditioning, achieving the
goals of energy conservation and carbon reduction.

The Second Stage:
Use of temperature difference for
aquaculture

After the front section of deep ocean water is
used for air conditioning for cold energy utilization,
the temperature of the rear section is increased
to about 18°C, and it is applied in the culture of

Fig. 3. Diagram of multi-stage farming

Saving 360 metric tons
of water per day;
Saving NTD 1,800 of

Farm pond electricity bill per month

for bass
Motor

Shrimp pond

In the delivery process of this alternative utiliza-
tion of water resource, we make use of the terrain
of the factory and deliver the water body by using
the water level difference to reduce the usage of
the pumping motor, saving the consumption of ener-
ay.

cold-water macroalgae. After being used to the
culture of algae, the clean and warm water is then
used for fry breeding, acclimation of juveniles or cul-
ture of shrimps or macroalgae such as Ulva lactuca
(feed grade) or Gracilaria that can absorb too much
organic matter and ammonia in the water body and
discharge clean one. Every single unit of deep ocean
water can be used for the culture of different aquat-
ic species by using the temperature difference at
different stages, which significantly reduce the envi-
ronmental impact of the drainage water.

Take the bass and shrimp ponds for example,
when using deep ocean water for outdoor fish farm-
ing, the low temperature and trace elements in deep
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ocean water can easily produce diatoms and that
leads to the phenomenon of red water color. Too
many diatoms are not conducive to fish farming,
and water must be changed by then. However, dia-
tom water color is conducive to shrimp farming, so
the changed water from the fish pond can be dis-
charged into the shrimp pond for secondary use to
save water consumption for shrimp farming. If the
total amount of water in the bass farming pond is
1,800 tons of water body, with the daily 20% of wa-
ter exchange rate, 360 metric tons of water can be
saved every day with the application of multi-stage
water usage.
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Promotion of Aquaponics Farming

Our Company even guided fish farmers in Miaoli Areas to make use
of idle farm ponds for fish farming. By adding the microbial fertilizers
and Taifer Biopower Aquaculture Effective Microorganism products
developed by TFC in the breeding field and by making use of the ter-
rain to develop terrace fields, the aquaculture water rich in nutrients in
the upper stream can be utilized at the downstream terrace layer for
crop irrigation, enabling the integrated operation of aquaculture and
agriculture. This not only increases the farmers’ sources of income
but also at the same time achieves environmental conservation and ef-

ficient use of resources.

Reaching environmental
conservation and effi-

water
cient use of resources
The plants absorb the Aquaponics
nutrients in water and y S Cycle fish

at the same time puri- 8
fies water quality L)

Taifer Biopower Aguaculture Effec-
tive Microorganism products add
beneficial bacteria in water, absorb-

ing Ammonia and transforming it into
NOz2 for the plants

eneficial
bacteria
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Adding Taifer Biopower
Aquaculture Effective
Microorganism prod-
ucts to increase feed
absorption rate, reduce
fecal excretion and re-
duce organic pollutants
in water

Case Study

Mr. Qiu Jing-Hong, , a fish farmer in
Sihu Township in Miaoli, added #1 Taifer
Biopower Aquaculture Effective Micro-
organism to stabilize water color and
prevent diseases, bringing in the trend
of aguaculture in Sihu Township. Mr. Qiu
makes use of the idle farm pond for the
high-priced bass farming. Due to the non-
use of drugs in the pond, the water can
be used as the circulating water and in-
troduced into the rice field for irrigation,
aiming at transforming Sihu Township
into a Township producing vigorous rice,
creating new rural economy.

As of the end of 2016, Mr. Qiu devel-
oped two idle farm ponds into fish farm
(about an area of 3,880 m2). Water is
changed by making use of the height dif-
ference. No drugs are used in the whole
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Vitality Rice Plan in Shihu Town

farming process, and the daily water
exchange rate is merely 10%, saving 600
tons of aquaculture water every day.

The aquaponics system can not only
activate idle farm ponds but also provide
rice field the needed nutrients because
of the nitrogen and phosphate fertilizers
in the tail water, which is conducive to
rice production.



In recent years, we have been promoting various projects for energy conservation and carbon reduction
in Taichung Factory. We also introduce the ISO 50001 Energy Management System and ISO 14064-1 Green-
house Gas Inventory System for the promotion of energy saving and waste reduction to achieve the goals

of “zero pollution” and “sustainable development” .

Material aspects

Commitment

Implementation of green
environmental policy for
the achievement of a
green homeland

Strategy

Incorporating our
concern for the
environment in
our Operational
Policy to improve
the overall envi-
ronmental perfor-
mance indicators
and implement the
policy for environ-
mental sustain-
ability

Target

®The unit energy con-
sumption will reduce by
2% compared with the
previous year

® The water resource con-
sumption will reduce by
2% compared with the
previous year

® The amount of waste will
reduce by 2% compared
with the previous year

® GHG emissions: reduce
by 2% by 2020 com-
pared with the base year
(2015) 2%
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Resources

Budgeting in ac-
cordance with the
short-term, medi-
um-term and long-
term green goals
to promote various
green plans for
environmental sus-
tainability
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Effluents and Waste, Emissions, Energy, Environmental Grievance Mechanisms

Action

® The overall environmental expenses and in-
vestment in 2016 amounted NTD 110 million

® To continue the promotion of various ener-
gy-saving programs to improve the energy
efficiency in Taichung Factory

® Completed the establishment of ISO 50001
Energy Management System in 2016 to con-
tinuously improve energy conservation per-
formance

® Established greenhouse gas inventory sys-
tem, completed annual greenhouse gas in-
ventory and passed the third-party verifica-
tion

® To implement waste management and to re-
duce waste to achieve the set targets

® Implement the ISO 14001 Environmental
Management system

TAIWAN FERTILIZER CO., LTD



3.3.1 Green Sustainable Management

We start green sustainable management, give prior-
ity to environmental policy and objectives and introduce
ISO standard environment and energy management
model to implement energy conservation and waste re-
duction and to improve energy efficiency.

Environmental Policy and Objectives

The Company actively works on the layout in fer-
tilizer industry and undertakes a number of important
investments in Taichung Factory. In the future, the
capacity of Taichung Factory will gradually expand, and
the energy and resources consumption will increase
accordingly, which will make it more challenging to
achieve the reduction targets. But our firm commitment
to environmental production remains the same, and we
will continue to promote energy conservation and waste
reduction.

Policy Short-term goals (2016~2020)

Compliance

Operation of Environmental Safety and
Health Organization

We have set up “TFC’s Industrial Safety and Health
Management Measures” and also established the In-
dustrial Safety and Health Department in the head of-
fice as the first-level unit for environmental and health
management, which is responsible for the planning and
management of environmental safety and health. In ad-
dition, Environmental Safety Unit is also established at
each production factory, in charge of matters concern-
ing environmental safety at each factory.

The Company holds the bi-weekly Industrial Safe-
ty and Environment Meeting regularly, and a total of
six meetings were convened in 2016. The president
convenes meetings among relevant directors from
the Head Office to regularly review the company’s op-
erations in terms of safety and health, environment,
and energy and to follow up on schedules and review
improvement, aiming at establishing a safe and healthy
working environment.

Medium- and long-term goals (2020~2030)

and priority to
environmental
protection

Introduction of
the PDCA Cycle
for the system

Strengthening
management
and autonomous
improvement

Continuous
implementation
of energy con-
servation and

waste reduc-
tion

Actively review and improve cases of viola-
tions and penalties, working on not to make
the same mistake twice

Complete the establishment and verification
of ISO 500001 in Taichung Factory and Miaoli
Factory

Implement the ISO 14001 Environmental Man-
agement system to strengthen management
and reach no pollution and zero spill during
production through PDCA Cycle

® The unit energy consumption will reduce by
2% compared with the previous year

® The water resource consumption will reduce
by 2% compared with the previous year

® The amount of waste will reduce by 2%
compared with the previous year

® GHG emissions: reduce by 2% by 2020 com-
pared with the base year (2015)

Corporate Social Responsibility Report’i

To reach zero violation and zero penalty

To continue the promotion of ISO 500001 Ener-
gy Management System and to enhance energy
efficiency and improve energy performance
through PDCA cycle

To continue no pollution and zero spill during
production

® The unit energy consumption is expected to
reduce by 5% by 2020 compared with 2015

® The water resource consumption will reduce
by 5% by 2020 compared with 2015

® The amount of waste will reduce by 5% by
2020 compared with 2015
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Introduction of Environmental Management
System (ISO 14001)

We have completed the establishment and verifica-
tion of ISO 14001 environmental management system
in Taichung Factory and Miaoli Factory and through
the PDCA (Plan-Do-Check-Act) management model,
we continue to promote improvement of environmental
management and achieve the goals of environmental
performance improvement, energy conservation and
waste reduction.

A

uges o9

Assurance of ISO 14001
Certificate of Taichung
Factory

Assurance of ISO 14001
Certificate of Miaoli
Factory

Introduction of Energy Management System
(SO 50001)

Starting from 2015, the Company started to intro-
duce Energy Management System ISO 50001 into Tai-
chung Factory, and the establishment and verification
of the system has been completed in 2016. This energy
management system will continue improving the perfor-
mance of energy conservation in daily work and oper-
ations and reduce the costs of energy consumption to
achieve the goals of energy conservation and carbon
reduction.

3.3.2 Environmentally Friendly Environment

TFC has set strict standards to promote environ-
mentally friendly project meeting the requirements of
environmental regulations, moving toward the goal of

“zero pollution” . In recent years, the extreme weather
has caused instable domestic water supply. Therefore,
we will work hard to improve water conservation and to
increase the percentage of water recycling.



Greenhouse Gas Management

The ISO 14064-1 Greenhouse Gas Inventory Sys-
tem was introduced in 2016 for the 2015 compre-
hensive GHG inventory at all factories and passed
the third-party verification. The year 2015 was set
as the base year for GHG reduction, and GHG man-
agement project is thus made based on the related
data in 2015, aiming at reducing GHG emission year
by vear.

The statistics of the direct greenhouse gas emis-
sion (Scope 1) and indirect greenhouse gas emission
(Scope 2) at TFC are calculated from the data ob-
tained from the actual inventory and are all verified
by a third party. Scope 1 includes the emission from
production process and fossil fuel combustion, and
the statistics are mainly for CO2, N2O and a small
amount of CHa4. Scope 2 is mainly for purchased
electricity, which is 100% purchased from Taipower.
Due to the increase of capacity and product line in
Taichung Factory, the emission in 2016 increased
by 22,782 metric tons compared with 2015, yet the
emission density decreased by 1.03%, which indi-
cated the effectiveness of the company’s emission
control. In the future, the year 2015 will serve as the
base year to reduce GHG emissions year by year
for the implementation of energy conservation and
carbon reduction.
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GHG emission equivalent
(Unit: tonnes CO2¢e)

Category 2015 2016
Direct greenhouse
Scope 1 are 397,494 422,618
gas emissions
Indirect greenhouse
Scope 2 o 42,674 46,577
gas emissions
Annual total 440,168 469,195
Output of products (tonne) 754,275 812,361
Emission intensity (annual
2 0584 0578

emission/annual output)

Note:

1.The greenhouse gas inventory included all production
factories of TFC, including Miaoli Factory and Taichung
Factory

2.Scope 3 includes sources of greenhouse gas emissions
not directly owned or controlled by the organization.
Scope 3 is not included in the calculation

3.The results of 2016 GHG emissions come from TFC's in-
ternal inventory, and has not yet verified by a third party

4. The 2015 GHG emission data revealed in this Report
have obtained a third-party verification, which is different
from the data from internal inventory as revealed in our
2015 CSR Report
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Air Pollutant Emissions

All factories of TFC will operate and maintain the
equipment and facilities for the prevention of station-
ary pollution source in accordance with the content
in the Stationary Pollution Source Operating Permit,
and regular test and inspections will be conducted as
required by regulations to ensure that the gas emis-
sion in the factories comply with legal regulations.

Waste Management

The general industrial waste in every factory of
the Company mainly include waste liquid, sludge and
solid waste. Every factory manages the waste in ac-
cordance with the legal requirements, and the waste

Corporate Social Responsibility Report\i

Statistics of total amount of air pollutant emissions in Taichung
Factory and Miaoli Factory between 2014 and 2016 (Unit: tonnes)

2014
Item Taichung Miaoli Taichung
Factory Factory Factory
Nitrogen Oxide (NOX) 72.20 4.39 87.10
Oxysulfide (SOx) 11.10 5.18 18.46
Volatile Organic
0.00 1.48 0.00
Compounds (VOCs)
Particles 0.77 1.34 3.44

is cleaned and treated in accordance with the law by
legitimate vendors and supporting documents are
also submitted to prevent environmental pollution
problems from occurring.

In addition, we actively promote the garbage
classification and recycling system. We reduce the
amount of industrial waste by process improvement.
Compared with 2015, the general industrial waste
of TFC in 2016 decreased by 231 tonnes, which
was approximately a 38.89% decrease. In the waste
management, the Company has achieved the target
of reducing waste by 2% for two consecutive years.

Statistics of total amount of

waste in TFC (Unit: tonnes)

Item 2014 2015 2016
General industrial waste 1,174 594 363
Hazardous industrial waste 5.56 0.098 0
Reduction rate (%)
compared with the — 49.40%  38.89%

previous year
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2015

2016 Statutory Value
Miaoli Taichung Miaoli Taichung Miaoli
Factory Factory Factory Factory Factory
6.55 79.30 5.24 250.00 250.00
8.40 22.23 6.64 300.00 300.00
2.25 0.00 1.72 150.00 1000.00
0.54 15.00 0.40 50.00 100.00

Water Resources Usage

The water source of Keelung Factory, Miaoli
Factory and Hualien Factory is tap water, while that
of Taichung Factory is from both seawater and tap
water. TFC’s total water intake in 2016 was 38,285
kilotons, in which seawater accounted for approxi-
mately 98.38% and tap water accounted for approxi-
mately 1.62%.

The quantity of seawater usage in 2016 amount-
ed 37,666 kilotons, which was only extracted for
heat exchange in Taichung Factory, and the extract-
ed seawater was discharged to the ocean without
being consumed. We strictly require the discharge
temperature to be no higher than 34°C by stringent
self-control, which is better than the required dis-
charge temperature that must be less than 38C as
stated in Environmental Impact Statement. Exclud-
ing the seawater usage, the total quantity of water
usage of TFC in 2016 was only 620 kilotons. Com-
pared with 2015, the total quantity of water usage
decreased by 7.2%. In water resources manage-
ment, the Company has achieved the target of wa-
ter resources reduction for two consecutive years.



Water Resources Use from 2014~2016

(Unit: Kilotons)
40,000 37,666
35,689 35,269
35,000
30.000 . Tap water B
Groundwater
25,000 |-
Seawater
20,000
15,000
10,000
5000
1,129 550 668 620
0 __#7 |
|
2014 2015 2016

Note:After Hsinchu Factory was decommissioned, there
was no use of ground water. Therefore, only the in-
formation of tap water has been disclosed since 2015

Wastewater Treatment

The total amount of discharged wastewater
in 2016 was approximately 150,000 metric tons,
a 10.71% decrease compared with 2015, and the
amount was far below the allowance amount. The
wastewater has been discharge by each plant after
being properly processed by the plant's wastewater
treatment facility. The wastewater testing will be
conducted on a regular basis. After the completion
of wastewater treatment, the wastewater will be dis-
charged into rivers or waters nearby in accordance
with the provisions. The total discharge amount
of wastewater of the Company in 2016 amount-
ed about 150 thousand tons, which decreased by
10.71% compared with 2015 and was far below the
permitted emissions.

Wastewater discharge amount
(Unit: tonnes)
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Our wastewater discharge is measured quarterly
at the discharge point by qualified vendors, and the
testing of raw wastewater is conducted every six
months. The average concentration of pollutants is
lower than the effluent emission standards.

TFC's average values of the concentration of water
pollutants in regular tests between 2014~2016

3,000,000
2,941,468
2,500,000
2,000,000
1,500,000
1,365,975
1,000,000
581,088 827,040
500,000
168,213 151.505
0 I 1 i
2014 2015 2016
Permitted discharge amount
Actual discharge amount
2014
ltem Taichung Miaoli Taichung
Factory Factory Factory
SS 17.20 17.10 17.50
COD 19.80 37.70 20.60
BOD 8.60 16.90 8.10
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2015

2016
o . o Statutory
Miaoli Taichung Miaoli Value
Factory Factory Factory
12.60 17.70 10.75 30.00
23.50 20.10 26.45 100.00
19.80 8.00 8.70 30.00
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Wastewater Recycling

Due to the shortage of water resources in re-
cent years, TFC has been implementing various
water-saving measures. Through the adjustment
and improvement in the manufacturing process, the
efficiency of water treatment system is enhanced
to reduce the consumption of water resources. In
addition, water recovery equipment is also installed
to enable the cooling water used for heat exchange
during the manufacturing process to flow back so
that the water used in the cooling system can be re-
cycled.

Due to the increase of capacity and product line
in Taichung Factory, the amount of tap water used
in 2016 increased by 68,429 metric tons compared
with 2015, yet the water recovery rate increased
from 6.50% in 2015 to 12.96% in 2016.

Water consumption intensity at TFC's
Taichung Factory

Item Output Tap water in\:\;tsei':y
2014 194,725 413,244 2.1222
2015 428,650 396,361 0.9247
2016 470,212 464,790 0.9885

Output Unit: tonnes

Water unit: m3

Water intensity = tap water / output
(unit: m3/ tonne)

Corporate Social Responsibility Report\I

Item Recycled
water
2014 4,494
2015 25,776
2016 60,225

Statistics of water recovery

Handling of Environmental
Related Grievance

Environmental related grievance
hotline is available at all TFC’s facto-
ries. Once the grievance is received,
investigation will be immediately

Demineralized Steam Steam
sy emineralize condensate condensate
reuse rate water
recovery recovery rate
1.09% 162,671 6,081 3.74%
6.50% 119,614 47,760 39.93%
12.96% 161,027 16,763 10.41%

Water reuse rate = recycled water / tap water

Steam condensate recovery rate= steam condensate recovery / demineralized

water

Demineralized water standards: (1) total hardness: Trace; (2) electric conduc-

conducted for improvement.
® Grievance hotline for Miaoli Facto-

ry: 037-260-601

tivity: <Bus/cm; () pH: 7 ~ 9; (4) SiO2: <50ppb; (5) Cl- <4.0 ppm

Item

The content of
environmental
protection
expenditure and
investment

Amount

® Grievance hotline for Taichung
Factory: 04-2521-8588

Overall Environmental Expenses and Investments

2016

® Air pollution control and
wastewater treatment
equipment improvement

® Facilities for cleaning,
processing and reusing of
waste

® Improvement in the man-
ufacturing process in pro-
duction factories

® Improvement in and reduc-
tion of pollutant emissions

® mplementation of the

commitments in Taichung
Factory’s EIA statement

NTD 110 million
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2017

® Air pollution control and wastewa-
ter treatment equipment improve-
ment

® Facilities for cleaning, processing
and reusing of waste

® Improvement in the process in
danger of contamination in pro-
duction plants

® Improvement in and reduction of
pollutant emissions

® Implementation of commitment
items stated in the Environmental
Impact Statement of Taichung
Factory

NTD 125 million

2018

® Facilities for air pollu-
tion control

® Wastewater treatment
equipment improve-
ment

® Facilities for cleaning,
processing and reus-
ing of waste

® Improvement in the
manufacturing pro-
cess in all production
factories

NTD 120 million
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Sustainable Green Buildings, Ecological Symbiosis

TFC’s 2016 project of the Hsinchu Tech Business
Park for the safest, healthiest, most efficient and com-
fortable commercial building with the minimum environ-
mental load is the example and proof of our commit-
ment to sustainable buildings.

Life X Ecology X Production--3-in-One Green
Technology Park

TFC’s project of the Hsinchu Tech Business Park
is located at the original site of Hsinchu Factory. The
first phase is the construction of the commercial office
complex “TFC ONE”, a building with 14 floors and 3
underground floors. The area of construction base is
approximately 3,500 pings, and the total floor area is
about 21,000 pings. With the exploration of elements of
energy saving, ecology, leisure, R&D and art & culture
and the overall planning approach, and considering
the configuration, design, building mass form and the
surrounding environment, this project is incorporated
with double-layer green corridor, green canal, detention

pond and other elements to create a 3-in-one green

technology park with the ideas of “Life, Ecology and
Production” . Details of the design is described as fol-
lows.

® Design of Greenspace with Eco-diversity:

This project sets more than 150 arbors of different
sizes, using native species, including Fragrant Maple
trees, Formosan Ash trees, Oliver Maple trees and oth-
er species, along with shrubs of small-leaved common
jasmine orange, mock lemon, golden dewdrop and oth-
ers, creating a greenspace with an area of more than
3,000m2. At the same time, the diverse species design,
plantation of native plants, and bird-attractive and but-
terfly-attractive plants enrich the diverse ecological
base, increasing the ecological diversity potential of the
base.
® On-site water retention design:

This base adopts permeable design and set reten-
tion-infiltration ponds to facilitate water circulation,
improve ecological environment, adjust the micro-cli-
mate and mitigate high temperature phenomenon in the

1 s e
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urban area. In addition to the permeable design of the
green space, the garden soil also has rainwater inter-
ception facilities, the pedestrian trails are with perme-
able pavement, and the gutters are of permeable side
ditch design.

® Water conservation:

The roof rainwater storage system collects rainwa-
ter to the landscape underground storage tank. It also
collects water from air conditioning condensate, and
after filter treatment, the collected water is used in the
sprinkler, reducing the use of tap water. The sanitary
ware in the building are water-saving products to effec-
tively reduce water consumption.
® Roos Greening:

The roof adopts thin layer greening design, laying
shallow artificial light gardening soil and with multi-layer
greening techniques of native bird-attractive and but-
terfly attractive plants to enrich the ecological diversity
and sustainability.

Thin-layer roof greening design

Vegetation
Artificial light gardening soil

Water storage, drainage,
permeable pad

Insulation

Waterproof layer

Roof structure

TAIWAN FERTILIZER CO., LTD



® Energy Conservation:

We reduce building energy consumption from the
design of the project. The exterior walls use sun shade
grilles to reduce the direct sunlight into the room, and
the glass facade is made of double-layer of Low-E coat-
ings (8+12+8mm) that is anti-light damage and can play
the role of heat insulation. In addition, the insulation
materials are also added in the back of granite and alu-
minum plates, effectively reducing the cooling load of
air conditioning and increasing indoor lighting.

The office area is equipped with energy efficient
variable air volume conditioning system with the ad-
vanced inverter compressor, which not only meets the
green building design but also saves electricity for air
conditioning. The whole building uses a digital meter,
and the central system can make analysis to know rea-
sons for abnormal power consumption to avoid unnec-
essary waste of energy.

@® BIM (Building Information Modeling) Pipeline
Review:

BIM system was utilized to draw architectural struc-
tures and electromechanical pipelines to stimulate the
actual engineering situations in the design stage of this
project to reduce the planning error or complex inter-
pretation of the drawings that can lead to loss or waste
due to the need for site dismantling.

b e

Analysis of natural illumination
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Analysis of solar thermal radiation
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BIM pipeline review: to identify pipeline conflict points for
the design unit to use as reference
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Gold Green Building Can-
didate Certificate

TFC One was un-
der the review of Green
Building Candidate
Certificate by Taiwan
Architecture & Building
Center (TABC). After
the assessment of the
indices of greening,
base water retention,
daily energy conser-
vation, CO2 reduction,
indoor environment,
water resources, sew-
age and waste improve-
ment, the Gold Green
Building Candidate Cer-
tificate was obtained.

-
Silver Smart Building
Candidate Certificate

TFC One was under
the review by Taiwan Archi-
tecture & Building Center
(TABC). Assessment was
made focusing on the four
infrastructure indicators of
wiring, information commu-
nication, system integration
and facility management. In
addition, the two functional
indices of safety disaster
prevention and energy
conservation management
also reached excellent intel-
ligence level, and the Silver
Smart Building Candidate
Certificate was successfully
obtained.

Environmentally Friendly Building: Awarded
Green Building and Smart Building Candidate

Certificate

TFC’s commercial office complex “TFC ONE” adopts
various environmentally friendly design, and the energy-
efficient design is also incorporated into the project,
enabling this project to obtain the Gold Green Building
Candidate Certificate and Silver Smart Building
Candidate Certificate. This building is scheduled to
obtain the building occupation permit, green building
label and smart building label.



3.3.3 Energy Saving Climate Action

Taichung Factory is the important flagship base
of TFC’s core business, it is also the model factory
for the implementation of green production and en-
ergy-saving actions. We actively integrate resources
and promote programs for energy-saving and car-
bon reduction, making good use of the synergy of
this green production value chain.

Green Action Plan for Energy Conservation
After the integration of TFC factories, we active-
ly invest a lot of manpower and resources to pro-
mote various energy-saving programs in Taichung
Factory from 2014. Starting from 2016, we added
three more energy saving programs, including “IWS
System Improvement in the Nitric Acid Plant”, “Im-
provement in the Water Trap of the Exhaust Feed

Efficiency of energy-saving programs in Taichung Factory

Type of Energy-saving
Program energy 2014 2015 2016 efficiency
saved (2015-2016)
Steam Energy Efficiency Fuel oil 4.05 liter/ S B 21.64%
tonne tonne tonne
Utilities System Energy Electricity 70.07 KWH/ 3312 KWH/  30.83 KWH/ 6.91%
Improvement Program tonne tonne tonne
Energy Management
Program for the . 12.10 KWH/ 6.74 KWH/ 6.83 KWH/
3 Electricity -
Warehouse Desiccant tonne tonne tonne
Air Conditioning Operation
IWS System Improvement in - 60.31 KWH/ 55.9KWH/ 54 95KWH/ o
the Nitric Acid Plant Electricity 4 e ronne ronne 1.70%
Total amount of energy saved(MJ) 675.60 452.38 417.75 —

Note:

1.The energy-saving efficiency presented in this table shows the comparison between the energy needed for the produc-

tion of every tonne of products in different years

2.The program of “Energy Management Program for the Warehouse Desiccant Air Conditioning Operation” has reached
the stable stage, and its energy saving efficiency was observed in 2015. The figure in 2016 was slightly higher than 2015,
vet the difference is within the error, and therefore, this item will be excluded in the future

3.Due to the fact that the Phosphate Fertilizer Plant has just started operation since June, 2016, and there is no data to
refer to in terms of the program of “Simplification of Phosphate Fertilizer Washing System” .Its energy saving efficiency

will be revealed in our next CSR Report
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Heater in the Nitrobenzene Plant” and the “Simpli-
fication of Phosphate Fertilizer Washing System” .
Among them, the program of “Improvement in the
Water Trap of the Exhaust Feed Heater in the Nitro-
benzene Plant” is associated with steam utilization,
and it is thus incorporated into the “Steam Energy
Efficiency” program for the disclosure of its energy
—saving efficiency.

@ Utilities System Energy Improvement Program

TFC started the implementation of utilities sys-
tem energy improvement programs in 2015 and set
the systems at the optimum mechanical operation
mode. After the implementation of the program,
the electricity consumption was effectively reduced
in the same year and also in 2016. The electricity
used to produce every tonne of products consumed
30.83KWH/ tonne of electricity in 2016, showing a
decrease of 6.91% compared with 2015.

Efficiency of steam utilization scheme

70.07 (liter/ tonne)
33.12 30.83
2014 2015 2016
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@® Scheme of Utilizing Steam from Exhaust Heat

The fertilizer manufacturing process requires a
lot of steam, which mostly comes from the boiler
heating using fuel oil as the energy source. In order
to reduce fuel oil use, during the planning stage of
Taichung Factory, we set up a Nitric Acid Plant that
can produce a large amount of steam during the
production process, and through the Public Plant,
the steam from the exhaust heat can be collected,
and in coordination with the production schedules of
the Nitric Acid Plant and the schedules of operation
period and idle period with other plants, the steam
can be deployed for proper use. This scheme can

Efficiency of steam utilization scheme

4.05 (liter / tonne)
2.68
2.1
2014 2015 2016

increase the efficiency of the steam from exhaust
heat in the Nitric Acid Plant, and boiler usage and
fuel oil usage can thus be reduced.

To improve the efficiency of steam utilization,
TFC conducted the Improvement in the Water Trap
of the Exhaust Feed Heater Program in the Nitro-
benzene Plant. By enlarging the water trap and
modifying the rear section of condensate recovery
pipeline, improvement can be made to solve the
problem of the insufficiency in heating capacity of
the exhaust feed heater (X-401) that led to the open
status of the bypass valve by the water trap, caus-
ing the loss of steam. Before the improvement, the
total amount of steam reaquired in the manufactur-
ing process of the Nitrobenzene Plant was 10 MT/
hr. After the improvement action, the total amount
required dropped to 7.3 MT/hr, effectively reducing
the amount of energy consumption.

After the implementation of the programs of Uti-
lizing Steam from Heat in the Nitric Acid Plant and
Improvement in the Water Trap of the Exhaust Feed
Heater in the Nitrobenzene Plant, fuel oil needed to
produce every tonne of products was 2.1 liter/tonne
in 2016, reduced by 21.64% compared with 2015.

®|WS System Improvement in the Nitric Acid Plant
To meet the air emission standards, installation of the
IWS system is made in the nitric acid plant in Taichung

IWS System Improvement

Factory. Under the premises of stable manufacturing
process and no impacts on the discharge smoke quality,

the operating voltage is adjusted to 25KW (the original

IWS rated operating voltage was 40 KV, and the current
value was 250 mA). After the adoption of this program,
the electricity used to produce every tonne of products
consumed 54.95KWH/ tonne of electricity in 2016, show-

ing a decrease of 1.70% compared with 2015.

Corporate Social Responsibility Report\l

60-31 in the Nitric Acid Plant
(KWH / tonne)
55.9
54 .95
2014 2015 2016
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ESCO Project

In order to implement the green production
targets, TFC joined the 2016 Taiwan Industrial
Greenhouse Gas and Energy Saving Service Corps
(ESCO) project. This Corps is composed of staff of
NCKU Research and Development Foundation and
experienced technicians and professionals as a tech-
nical counseling team to provide energy consump-
tion testing operations in Taichung Factory, aiming
at diagnosing the use of energy and the GHG emis-
sion conditions so as to provide various advise and
suggestions for improvement in energy conservation
and carbon reduction performance in the future.




Energy Use

The energy use of TFC includes electricity,
steam, fuel oil, diesel oil, etc. The generation of
steam relies on the fuel oil. On energy use, the
use of electricity of TFC in 2016 reached 94 GWh,
the use of fuel oil 5,513 kiloliters and diesel use 34
kiloliters. After conversion, the total energy usage
equals 560.95 mega-joules. Our energy use is mainly
based on electricity, with the total annual electric-
ity consumption of 94 GWh, which accounted for
approximately 60% of total energy consumption,
followed by fuel oil (5,975 Kiloliters) which account-
ed for about 39% of total energy consumption. The
consumption of diesel oil accounted for less than 1%
of total energy consumption.

After October 2014, Hsinchu and Kaohsiung Fac-
tories gradually stopped production, and Keelung
Factory stopped production in April, 2016. Current-
ly, Miaoli Factory, Taichung Factory and Hualien
Factory continue the production. Therefore, the in-
tegration of energy efficiency was the most obvious
in the entire year of 2015 compared with 2013 and
2014. The integration of energy efficiency has been
stabilized in 2016. From the data, the energy use in
2016 reduced by 0.31% compared with 2015.
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Statistics of energy use and intensity

Total Total Total Annual Energy intensity
. . . . Product output .
Year consumption consumption of consumption of consumption (metric tons) (annual consumption/
of electricity (MJ) fuel oil (MJ) diesel oil (MJ) (MJ) AL annual product output)
2014 44719 375.12 3.75 826.06 990,044 8.50E-04
2015 319.80 239.97 2.93 562.70 754,275 7.13E-04
2016 338.28 221.46 1.21 560.95 812,361 6.91E-04

Note: 2013 statistics recorded data from Keelung Factory, Hsinchu Factory, Miaoli Factory, Taichung Factory, Kaohsiung

Factory and Hualien Factory

2014 statistics recorded data from Keelung Factory, Hsinchu Factory, Miaoli Factory, Taichung Factory, Kaohsiung

Factory and Hualien Factory

2015 and 2016 statistics recorded data from Keelung Factory, Miaoli Factory, Taichung Factory and Hualien Factory

The energy intensity is calculated by dividing our
total energy use by our product output for the analy-
sis of energy efficiency. Our product output in 2016
was about 812,361 tonns. After calculation, the en-

Total energy usage of TFC (unit: M)

4.70 3.75
— 2:93 .21
_ 39345 375.12 |
37512 221.46
44316 44719 319.80 328.28
2013 2014 2015 2016
Electricity Fuel oil . Diesel oil
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ergy intensity in 2016 was 6.91E-04 MJ / tonnes, a
3.17% decrease compared with the 7.13E-04 MJ/
tonnes in 2015. The integration of the production
factories into Taichung Factory showed to be ef-
fective from the statistics shown here. The con-
sumption of energy needed for production per unit
was gradually stabilized in 2016.

Energy intensity of TFC nit: MJ/ tonne)

8.52E-04

8.45E-04

6.91E-04

7.13E-04

2013 2014 2015 2016
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TFC has the responsibility to understand the suppliers’ performance concerning environmental protection,
human rights protection, and employee care. Through the screening process, management and guidance, we aim
at working together with our suppliers to create a supply chain system that focuses on environmental protection
and maintenance of labor rights.

Material aspects

Commitment

We will become a trust-
worthy enterprise to
customers by strength-
ening the suppliers’
CSR management
mode, continuous in-
novation and services,
strict control over
production, marketing
process and even im-
provement in customer
services

Strategy

We are committed to
constructing a sound
and perfect supplier
management sSys-
tem. We have been
upholding custom-
er-oriented concepts
to understand the
customers’ needs
and expectations
so as to provide
high-quality, safe and
healthy products for
our customers

Corporate Social Responsibility Repor‘t’i

Target

® To implement supplier CSR
management system

®To pursue zero violations
against regulations concern-
ing product safety, labeling,
marketing and personal infor-
mation protection

® To establish improved cus-
tomer service mechanism
and system to earn the cus-
tomers’ trust

® To use technology and ser-
vice innovation to enhance
the market competitiveness

48

Resources

The quality and safety
of our products and
services are guaran-
teed by the R&D De-
partment, Procurement
Department, Production
Department and Busi-
ness Department. A
customer service team
is dedicated to provide
customers with immedi-
ate and accurate infor-
mation

Customer Health and Safety, Product and Service Labeling, Marketing Communication, Customer Privacy

Action

® To continue to promote
supplier CSR self-assess-
ment, and the number
of assessed suppliers
increased by 4 compared
with 2015

®No cases of violation of
product labeling, market-
ing and personal data pro-
tection were reported in
2016

® To establish various cus-
tomer service channels
for immediate response to
meet customers’ needs



3.4.1 Supplier Management and Procurement

TFC is the major domestic fertilizer supply and
marketing company. The business layout in the
Group is expanded to the supply and marketing of
chemical products, real estate development and
supply and marketing of health care products. TFC
supply chain is divided into the internal supply chain
and external supply chain.

External
suppliers

Raw TFC
materials

Subsidiaries

®Health Care Products
Development

® Raw materials
® Fertilizer raw

materials ® Food Development
® Industrial ® Real Estate Management
chemical raw
materials ® Organic fertilizers
® Chemical raw @ Chemical fertilizers @ Dealers
materials @ Microbial fertilizers ®Builders
® Scales ® Biotech-fertilizers

® Fish scale collagen

® Deep ocean water
(raw water)

® Aquaculture

® Real Estate
Development

Builders / Dealers / Customers /
Distributors

> s

® Farmers
® Consumers
® Corporate clients

® Farmers’ associations

Consumers
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Internal Suppliers
Management

TFC has branched
out to different busi-
ness units with its whol-
ly-owned subsidiary
companies to develop an
internal supply chain of
Health Care, Real Estate
Development and so
on. TFC serves as the
provider of raw materi-
als and products to its
subsidiaries for sale or
management, and sub-
stantial control is gener-
ated through the Group
system. Every detalil
from the front-end R&D
to the terminal sales can
be strictly controlled to
ensure product safety
and quality.

We have actively
promoted CSR of sub-
sidiaries in “Internal
Industry Chain” . We
require the operating
activities of TFC and its
subsidiaries to comply
with “Corporate Social
Responsibility Code of
Practice” developed by
TFC.
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Upstream
(parent company)

Commercial
real estate

Product
Association

rented

Midstream
(subsidiaries)

Tai Chuang Asset
Management

Development Co., Ltd.

(commercial real
estate management)

Product
Association

Downstream
(grandson

company)
Real estate

development
industry chain

TFC

Deep ocean
water

Scale
collagen

sold sold

Ry o

Taiwan Yes
(production and sales)

Skin care
products, Functional
health water
products
sold sold

Hasbo Biotech
(sales)

Health care industry chain
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Instructions of Bulk Raw Material Suppliers Management

Management

Management Methods

Implementation
results

® Conduct credit investigation for new suppliers and on-site visits
and evaluation for performance ability

The development
nd introduction of
new suppliers

® Require new suppliers to provide samples. The results will be
used as the basis for selection and evaluation of the suppliers
® When the supplier evaluation meets the requirements, they can

Six new suppliers
passed the evaluation
in 2016

be incorporated into the vendor list in TFC

A total of 51 existing

® Conduct the assessment regarding supply quality, delivery time

The management
of existing suppliers

In the future, TFC will target at introducing the
CSR supply chain management system to gradually
implement the phased planning.

External Supplier Management

We have acted as the producer of midstream
products in the chemical fertilizer industry. We have
developed and produced products with raw materi-
als provided by the suppliers of raw materials, while
the production of some products of subsidiaries
have been outsourced and then sold to clients in
the downstream. In terms of the real estate devel-
opment business, we are both the landlord and the
builder. Constructors are contracted to build the
residential or commercial buildings by TFC. The
purchase amount made to raw materials suppliers
accounted for 90.5% of the total purchase amount
in 2016, while that to engineering services suppliers
accounted for 9.5%.

Corporate Social Responsibility Report\I

suppliers received the
assessment, and 49 of
them passed the evalu-
ation

and services respectively and the results are provided to the
Purchasing Department as a reference for inquiry and judge-
ment of whether to suspend the business dealings later

® The Management of New and Existing Suppli-

ers

We have developed “Supplier Management
Rules” and “Guidelines on New Bulk Raw Material
Suppliers Review” to regulate the development, se-
lection and assessment of suppliers to ensure stable
quality of materials and material sources. Our “Cor-
porate Social Responsibility Code of Practice” espe-
cially requires CSR assessment and screening of
suppliers. When considering new suppliers in the fu-
ture, we will add CSR assessment as the reference
for supplier selection and evaluation.

@® Supplier CSR Management

We have introduced the “Self-assessment Ques-
tionnaire of Supplier CSR Status” in 2015 and invit-
ed our major domestic suppliers to conduct self-as-
sessment in terms of environmental aspect, labor
aspect, human rights, social aspects and product
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liability impact. Through self-examination, the sup-
plier’'s implementation and management of CSR and
operational risks can be understood.

In 2016, TFC divided the suppliers into three lev-
els: excellent, qualified and to be improved based on
their results of the self-assessment, with a total of
15 suppliers introducing this self-assessment, an in-
crease of four suppliers compared with 2015. A total
of eight suppliers scoring more than 85 points while
seven suppliers scoring more than 60 points, with a
100% passing rate.

For two years in a raw, the results of supplier
assessment scored better than the passing score
in every aspect, including the environmental aspect,
labor rights, labor rights, social aspects and product
liability aspect.

2016 Questionnaire Results unit: @)

Room for Total
Aspect Score |
improvement  score
Environmental aspect 76.67 0333 100.00
(EN)
(LA) Labor rights (LA) 88.57 11.43 100.00
Human rights (HR) 76.25 23.75 100.00
Social aspects (SO) 68.00 32.00 100.00
Product responsibility 92.00 8.00 100.00

(PR)
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Environmental aspect (EN) . i ® OEM Management
100.00% Classification
: P Of information To ensure the quality and safety of our products, we handle quality management operations
80.00% Labor . in accordance with “Operation Directions for Outsourcing Manufacturers’ Audit and Quality
60.00% rights dlsclosure Of Management” . The Health Management Division of the Industrial Safety and Health Department"
Product 40.00% LA Supp“ers is responsible for the inspection operations.
responsibility 20.00%
(PR : Description of TFC's OEM Management
0.00% Excellent
53% Item Content of management
The selection of Choose excellent manufacturers with a good reputation. There are cur-
OEMs rently 2 outsourcing manufacturers
Require manufacturers to provide complete product formula, the whole
Social aspects Human rights ifi composition of raw materials specifications (including supplier informa-
so R Qualified e O The control of tion), raw material efficacy and related certification, which clearly details
(SO) (HR) 47% raw materials the quality requirements and the control method of raw materials and pro-
- vide inspection reports or affidavit to avoid violations of the relevant laws
and regulations or any fact that causes a consumer hazard
When the first batch of products are manufactured, the product develop-
. . P dit ment staff will check the manufacturing process in the outsourcing man-
SUpp“er CSR Assessment and Management P|annln9 rocess audi ufacturers. For the official mass production, the process conditions and
H control specifications need to be ensured
and Implementation Goals P
Develop clear product “specifications” (standards or instructions), estab-
Short-term goals Mid-tem to long-term goals Product lish quality requirements, control points, control and inspection methods
Ry — h h o specifications and acceptance criteria. Samples of each batch should be sent to Quality
mp emgnt the surv.ey (?n the sup- ® The contract will include CSR claus- Assurance and Health Department for inspection to ensure the quality of
pliers’ implementation in terms of es, requiring suppliers to focus on each batch
human rights and environmental as- the protection of human rights and
pects. Suppliers with the purchase labor rights Send employees to receive |ISO-related internal audit or the lead auditor
amount over $ 10 million must fill ® Set up supplier management and in- ‘ training, andl establish human resources database of auditors in order to
out “The Self-assessment Ques- centive mechanism Audit team conduct audits exactly e _
tionnaire of Supplier CSR Status” ® Revise Supplier Management Guide- ;I:;e uae%?;tso?':ugzt:ﬁggllzegjeIgi?ee:;iténfszlare:rnd occasional ones. The
® Conduct CSR assessment for new lines to incorporate supplier CSR a Y Y
suppliers assessment . e .
, Statistics of the audit results of the OEMs TFC has two OEMs in
[ ST EE total, and they mainly assist
. ) ; - ] Product # of # of audited  Audit . o Y , Y
® TFC requires all suppliers with the purchase amount over $10 million to fill out category OEM  manufacturers  rate Audit result with the production of some
“The Self-assessment Questionnaire of Supplier CSR Status” . A total of 15 fertilizer items. In 2016, we

Passed, and can

suppliers completed the questionnaire in 2016 Fertilizer o 100% continue the co- conducted an audit in the
® Inform the suppliers of the promotion of CSR management system production operation with two OEMs, and both OEMs
® Add CSR clause in the contract and ask the suppliers to sign the terms TFC passed the audit.
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Local Procurement

Raw materials for fertilizer production are mostly nat-
ural minerals, natural gas and other derivative products
that Taiwan lacks. Therefore, these types of raw materials
have to be purchased overseas. TFC totally purchased ap-
proximately NTD 5.05 billion of raw materials for Fertilizer
Chemical Business in 2016. Except for the natural minerals
and energy (such as liquid ammonia, urea, phosphate and
potassium chloride) purchased from overseas suppliers,
the total amount for other raw materials was NTD 450 mil-
lion.

The suppliers of the fertilizer bags are mostly manufac-
turers in Yulin, Changhua and other central and southern
counties and cities, which helps the creation of local jobs
opportunities. In 2016, the amount for purchasing fertilizer
bags was NTD 140 million, and all the procurement was
made from domestic suppliers, reaching 100% of local pro-
curement.

TFC's ratio of local procurement
(Unit: NTD 100 million)

Item 2014 2015 2016
Domestic procurement (A) 4.3 2.9 2.3
Total amount of procurement
of products Taiwan lacks or 5.6 4.3 4.5
not produced in Taiwan (B)
Domestic procurement ratio 7% 67% 509Nt

(A/B*100%)

Note: Due to the abnormal weather in 2016, there were
super cold wave and heavy rain. The post-disaster
rehabilitation caused increased demands for fertiliz-
ers, so the amount of compound fertilizer use also
increased. TFC’s capacity could not meet the huge
market demands, so part of the compound fertilizer
products were imported to meet the gap between
supply and demand. The procurement of foreign
compound fertilizer in 2016 was about NTD 160 mil-
lion, resulting in the decline of domestic procurement
ratio
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Policy and Objectives of Product Liability

Policy

Integrity: Insistence on providing high-quality, safe and
healthy products to customers. We ensure absolute com-
pliance with legal requirements in terms of product label-
ing, marketing and quality

Innovation: Innovation is made through continuous inno-
vation and technical services, strict control of production
and marketing processes and enhancement of customer
service policy

Responsibility: We uphold a customer-oriented philosophy
to understand customers’ needs and expectation to fulfill
our responsibilities as a trustworthy business

3.4.2 Product Liability

We have been upholding the core values of “Integrity,
Innovation and Responsibility” to produce good-quality,
safe, non-toxic, and environmentally friendly products and
established great and attentive customer services to main-
tain long-term and stable cooperative relationship with our
customers.

Product Quality Management

We have established the Production Management
Section of Industrial Safety and Health Department to be
responsible for the supervision of the quality control of the
production factories. Every factory should also set up a
Quality Control Unit for Raw Material Quality Control, Pro-
cess Quality Control and Finished Product Quality Control
based on TFC’s “Guidelines for Quality Management Op-
erations” and conduct quality testing operations at every
stage of production. The monthly meeting on quality should
be regularly convened for the discussion and review of the
quality issues to strictly control and manage the product
quality.
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Short-term goals
(2016~2020)

Medium- and long-term goals
(2020~2030)

® To establish customer service
evaluation mechanism and
system to improve customer
service performance through
PDCA Cycle so as to win cus-
tomers’ trust

® To propose technical solution
and service innovation pro-
grams to strengthen our mar-
ket competitiveness

To pursue the goal
of zero violation of
regulations con-
cerning product
safety, labeling,
marketing and per-
sonal information

> g2 |
Lot
LR T

Taichung Factory Miaoli Factory

In addition, we introduced ISO 9001 International Qual-
ity Management System into Taichung Factory and Miaoli
Factory. Currently, the ISO 9001 verification has been ob-
tained in both factories.



Product Labeling

Our products are fully compliant with the Trademark
Law and Fertilizer Management Act. We provide full in-
formation of the names of the materials, the ingredient
contents, instructions and amount of application on the
labeling as prescribed so that the farmers and our consum-
ers can make safe and correct use of our fertilizer to avoid
ineffectiveness of fertilizers.

Our Marketing Department is the unit responsible for
the product labeling management, review and supervision.
In addition, we cooperate with COA and other local author-
ities in county or city governments and conduct regular or
occasional inspections to check whether the product label-
ing is in line with legal regulations. In addition, for the con-
venience of the public, instructions for the use of fertilizer
and other information can also be available on our official
website.

Instructions for the use of fertilizer
and other information

Product Marketing

Integrity is one of TFC’s core values. We will
never sell banned or controversial products and
will always abide by the laws and regulations in the
product promotion process. Consumers are also in-
formed of detailed information of product contents
to avoid misleading information. No violation against
laws or regulations concerning product sales was
reported in 2016.
Customer Services

TFC is the largest domestic fertilizer producer
and supplier. Our customers are mainly the farmers’
associations nationwide and specialty stores of fer-
tilizers for the resale to farmers and consumers. We
have established service centers for each area and
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built a multiple customer service channel through
the Internet and social media. Meanwhile, we also
provide a sound and immediate handling mechanism
for customer grievance to respond to and deal with
customer comments.
® Construction of a Complete Customer Service

Network

QOur service system is composed of the three
business service units, including the business cen-
ters in Northern, Central and Southern Taiwan and
also the Exhibition Center in the South. We assign
experienced and professional sales people to the
first line of customer services, taking care of fertil-
izer sales problems, product coordination, product
use and complaints.

TFC's Business Service Units for fertilizer products

Northern District Sales Office =ccccccccccce
Address: 36053 No. 210, Fuxing Miaoli City

Tel: (037)269-345
Fax: (037)246-933

Central District Sales Officg ccccccccccccccce
Address: 63147 No.2, Fengchang St., Dapi

Township, Yulin County
Tel: (05)591-6992
Fax: (05)591-7528

Southern District Sales Office =ccccccceeeee
Address: 80047 3rd Floor, No. 38, Minzu 2nd Rd,

Xinxing District, Kaohsoung City
Tel: (07)222-0128
Fax: (07)222-0568
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@ Accessible Customer Service Hotline

In addition to making inquiries or providing feedbacks
and comments on TFC products through Farmers’ Asso-
ciation, our customers can also make use of the toll-free
customer service hotline. Our professional staff will answer
the phone to provide professional suggestions or respond
immediately for proper handling.

Under TFC’s diversification management in different
sectors, we provide customer service lines to provide cus-
tomer-oriented services so as to provide timely services
and proper handling of problems to enhance customer sat-

isfaction.
TFC Customer Service Line
Product Customer Unitin ch
Category service line il e e

Custgmer service line 0800-883-300 Sales
fertilizer products Department
Customer service line (02)2542-2231 Trading
chemical products Department
Marketing
Department
Customer service line of Electronic
for electronic chemica  (04)2471-8607 Chemical
products
Products,
Sales
Department

Real Estate
Development
Department

Customer service line
for residential
development projects

0800-258-600

Taifer Quarterly is published every quarter.
This is not only an internal communication channel
but also an important medium for farmers to ex-
change knowledge and technigues. Through this
publication and through the field interviews with
the farmers, Taifer Quarterly enables a two-way
interactive mode to listen to the farmers’ ideas
and get close to the farmers’ needs.

Corporate Social Responsibility Report\l

Manual of
Fertilization of TFC
Fertilizer Products

for Major Crops

@ Diverse Customer Service Channels

Our customers can make use of the Company’s official
website or contact us for relevant information about the
products. They can also check the “Blog of TFC Fertiliz-
er Products” at http://tfcfert.pixnet.net/blog for relevant
information, including the characteristics of fertilizer prod-
ucts, use instruction, rationalization of fertilization, product
presentation, demonstration farm and other information.

We also compiled our R&D results of agricultural knowl-
edge in the “Manual of Fertilization of TFC Fertilizer Prod-
ucts for Major Crops” ,which is provided to farmers free
of charge. This manual is also available at TFC's official
website for the users to download.

e Taifer
~ Quarterly
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Handling Customer Complaints

In addition, TFC has set “Customer Relationship Man-
agement Rules” and “Business Management Guidelines” as
the basis for customer complaint handling procedures for
our customer service personnel to make preliminary han-
dling and response. After that, the reported case should
be registered and reported to the unit director who will
assign a person in charge of this case, aiming at solving
the problem in the shortest time possible. In addition, an
internal program for improvement will be established by
the production unit and implemented through processes of
admissibility, improvement and tracking, such as adjusting
the production parameters or the process formula. The
production unit has to strive to improve the quality within a
time limit to prevent similar cases from happening again.

Customer
complaints occur

Customer service/ farmers’ association’s
response / written complaints

Customer
service personnel

Be timely aware of the contents of
customer complaints

Record Fill in customer complaints and the
cases initial responses
Customers themselves shall be Provide
responsible for the use of fertilizer fertilization
The causes of customer com- technical
plaints and responsibility guidance
'I;FC Shj” be responsible for SEpert
the products o0 Hhe
Track internal improvement customers

Respond to customers
and handling of the cases

Filing of the cases



In our effort to conduct and strengthen customer
relationship management, cases of customer grievance de-
crease year by year. In 2016, only four cases of customer
grievance were reported (the number in 2014 was 79, and
in 2015 was 40), showing significant results.

79 Number of customer
grievance cases

Customer Privacy Management

To strengthen protection of customer privacy and re-
lated business information, we have set “Execution Points
of Confidentiality” for appropriate management of custom-
er information. In 2016, we set the new “Personal Data
Protection Act” and set up the “Personal Data Protection
Management Committee” to draw up the policy and sys-
tem for personal data protection, appropriate internal use
of personal information, authority setting for internal data
usage and education and training sessions on personal

40
data protection.
4
2014 2015 2016
TFC's Management of Personal Data
Item Management method

Management of
physical personal
data

Management of
electronic data

Unified
management

Education
and training

® Physical personal information is properly stored in the file cabinet
which is properly locked. The personal data manager is responsible
for the safekeeping of it

® In the event of staff redeployment, the custodian shall register the
information by item, and shall keep the confidentiality requirements

® Personal information stored in the information system and electronic
files should be encrypted for management

® When the storage device is discarded or not used, personal data
should be deleted by the information staff

® The collected personal data are only used by the staff in charge of
that specific business, and the staff in particular also serve as the
contact window. Non-directly related personnel do not have the ac-
cess to the personal data

® New staff all receive the training for the concept of personal data pro-
tection

® Implementation of education and training to ensure the employees are
equipped with the required legal literacy and concepts of proper use
of personal data files
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Result

TFC strictly enforces
the confidentiality in-
spection on a regular
basis to ensure the
customer privacy is
secured. As of 2016,
there has not been
any grievance against
breaches of customer
privacy in TFC
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Information Security and Protection

We attach great importance to information security
protection, and we organize personal information protec-
tion education and training to ensure that the practitioners
are fully aware of the scope of confidentiality for business
implementation and related penalty for any breach of it.
New staff also receive training to avoid any leak of per-
sonal data and confidential documents that may affect the
company’s operations and customers’ interests.

TFC's Information Security
Management Methods

® Establish the Information Department for information
security management and protection

® Install an integrated information security gateway
equipment, deploy network firewalls, intrusion detec-
tion systems, and active blocking of known threats to
block known attacks, malicious programs, malicious
URLs and C & C activities

® To prevent Advanced Persistent Threat (APT), we
also analyze internet files to identify new types of
threats for the execution of immediate defense

® Regular disk backup of data and regular geo - replica-
tion drills are conducted. TFC conducted 1 geo-repli-
cation drills in 2016 and the system backup and data
validation were successfully completed

® Installment of anti-virus software to provide a safe
computer operating environment

TAIWAN FERTILIZER CO., LTD



/Chapter 4
Corporate Governance

We attach great importance to “Integrity”, and / %
regard it as an iron law.

We focus on “Sustainable Management” and
implement it in risk management, financial
performance management and compllance with
social regulations. We cherish our “Reputation” and
always bear it in mind deep in our he4art

This is TFC's never- changlng ilosophy for seven
decades and many years to come.~
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TFC’s Board members are multi-disciplinary, professional and complementary. We uphold an open atti-
tude to providing complete and transparent information and have established mutual trust and great commu-
nication with our stakeholders, laying a solid foundation for sustainable development. We uphold the principle
of integrity from top to bottom, abide by the rules and regulations in business activities, and develop a com-
prehensive risk management system.

Material aspects: Economic Performance, Environmental Compliance, Product Liability Compliance, Social Compliance

Commitment

We adhere to the
highest standards of
integrity and ethical
business conduct in
all operating activities
to prevent any acts of
dishonesty or violation
of laws in the pursuit
of the best operating
performance of the
Group in order to
achieve the objective
of sustainable devel-
opment

Strategy

With the implementa-
tion of good corporate
governance and the es-
tablishment of a corpo-
rate culture of integrity
management, efficient
management of oper-
ating performance and
innovative and diver-
sified development to
fulfill our commitment
to sustainable opera-
tions

Target

® To establish a sound
and comprehensive
corporate governance
system

® To reinforce the cor-
porate culture of in-
tegrity management

®To have efficient op-
eration of risk identi-
fication and manage-
ment system

® To pursue zero viola-
tions and zero penalty
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Resources

From top to bot-
tom, from the poli-
cy to execution, all
the staff in TFC
Group make joint
efforts together

Action

® The nomination system was comprehen-
sively implemented for the Director and Su-
pervisor Election. Meanwhile, two additional
seats of independent directors were also
established

® Develop “Code of Practice for Corporate
Governance” and “Corporate Social Re-
sponsibility Best Practice Principles” in line
with international development trends and
with domestic policies

® Strengthen integrity management culture
through education and training and improve
the items that did not meet the criteria in
the Corporate Governance Evaluation to
enhance evaluation results

TAIWAN FERTILIZER CO., LTD



4.1 The Operation of Corporate

Governance

TFC has developed the Code of Practice for
Corporate Governance as a guideline for the con-
struction of a sound corporate governance system
aiming at achieving the five goals of “safeguarding
shareholders’ rights”, “enhancing the functions of
the Board”, “exercising the functions of the super-
visors”, “respecting the interests of stakeholders” ,
and “enhancing transparency of information” .
4.1.1 TFC Governance Organization

The Board of Director is set under the Share-
holders’ Meeting and serves as the highest gov-
ernance organization of the Company, leading the
management team to strive for the best interests of
the Company, shareholders and other stakeholders
to achieve its business objectives and sustainable
management. The organizational structure is shown
in the figure on the right.

4.1.2 The Multi-professional Board of Direc-
tors

The Board of Directors is composed of nine di-
rectors (including 2 independent directors) whose
expertise involve in senior management, accounting,
law, agriculture, biotechnology and risk manage-
ment. The members include a female director, and
are mainly between the ages of 55 and 65 years.
Please refer to our official website for detailed infor-
mation about our BOD members.

Corporate Social Responsibility Report’i

TFC BOD member information
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Administration

—— Department

Financial Department

Information Department

Planning Department

Real Estate Development
DepartmentProperty

Property
Management Department

Business Development
Department

Trading Department

Sales Department

Research and
Development Department

Industrial Safety and
Health Department

Taichung Factory

Miaoli Factory

Hualien Factory

Hsinchu Factory

Kaohsiung Factory

Keelung Factory
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Directors’ Attendance Rate in 2016 and Field of Expertise

Business and Management

Agriculture
Business and Management
Business and Management
Agriculture

Business and Management,
Medical Biotechnology

Law

Business and Management,
Risk Management

Title Name Attendance Rate Expertise
Chairman(Representative of a .

juridical person director) Kang, Hsin-Hong 75%
Representative of juristic person director Chen, Chi-Chung 100%
Representative of juristic person director Huang, Hsu-Hung 80%
Representative of juristic person director Yang, Zhen-Min 100%
Representative of juristic person director Hsu, S. M. 100%
Director Tsai, Chang-Hai 50%
Director Hsu, Chin-Lien 86%
Independent Director Hsu, Ming-Tsai 86%
Independent Director Shen, Hui-Ya 100%

Law

Note: The information of this table contains the name list of the 33rd Directors of TFC for the term of July 1st, 2015 ~ June 30th, 2018

4.1.3 Nomination System for the Election of Directors and Supervi-
sors

In order to make the election information transparent and to treat share-
holders equally, the nomination system was comprehensively implemented for
the 33rd Board of Directors. Meanwhile, two additional seats of independent
directors were also established (the seats of directors are increased from 7
to 9 seats in total) in order to strengthen the independent supervision mecha-
nism and operation efficacy of the Board of Directors.

4.1.4 The Operation of the Board of Directors

The BOD holds a regular session at least once a month to hear the com-
pany’s major business strategy, operational reports and audit reports to
review and monitor business and financial policies and track policy implemen-
tation. The company held a total of 14 board meetings in 2016, and among all
the directors, 8 directors had the attendance rate of more than 75%.

The chairman of TFC does not concurrently serve as the manager of the com-
pany. Huang, Yao Hsing was appointed by the Board as the President to uphold
the operating principles and decisions of the Board for the overall management of
all company operations.

4.1.5 Training for Directors and Supervisors

The total hours of training of TFC’s directors
in 2016 amounted 78 hours, with an average of
8.6 training hours.

The training of TFC directors

4.1.6 Directors Liability Insurance

TFC has been responsible for the directors and supervisors’ liability insurance
since 2007, which is stipulated in the “Code of Practice for Corporate Gover-
nance” as revised in 2016.

59 TAIWAN FERTILIZER CO., LTD



4.1.7 Equal Treatment of Shareholders

Since the beginning of 2014, the Company has
started to promote the electronic voting system.
The proportion of shareholders who participated in
the shareholders’ meeting via the electronic voting
system remained at about 47% for two consecutive
years, and the proportion increased to 50.89% in
2016.

4.1.8 Remuneration of Directors and Supervi-
sors

QOur remuneration policy of the directors and
supervisors is set out in TFC’s Corporate Charter,
which stipulates that the remuneration of the chair-
man shall be calculated on the basis of the income
received by the president and shall be paid at 1.25
times of that amount. The remuneration of the other
directors and supervisors shall not exceed the high-
est salary level in the salary table. The surplus distri-
bution of the directors and supervisors shall not be
more than 1.6% of the profit of the Company for the
year. The independent directors are not involved in
distributions from the earnings of the company. As
there was no profit in 2016, we did not issue remu-
neration allocated from the earning of the company
for the year.

4.1.9 Functional Committee

The Remuneration Committee is under the Board
of Directors and it is planned to set up the “Audit
Committee” in 2018 in line with the 34th directors
and supervisors’ election to enhance the operation
of the Board of Directors.

The Remuneration Committee is composed of 3
members, who are both professional and indepen-
dent and are all appointed by the Board of Directors.
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The Main Responsibilities and Performance of Remuneration Committee

Member Title
. Hsu, ~ Convener
Ming-Tsai
Wang,
Remuneration . . Member
: Ming-Ting
Committee
Wang, Member
Ri-Chun

Main Responsibilities

®To regularly develop and
review the policy, system,
standard and structure of the
performance evaluation and
remuneration of directors,
supervisors and managers

® To regularly assess and de-
fine remuneration for direc-

Performance in 2016

A total of three meetings
were held to review the
remuneration of the di-
rectors and supervisors,
the remuneration and
the bonus of the manag-
ers, and the managers’
withdrawal criteria

tors, supervisors and manag-

ers

Note: This term of office of the members starts from July 1, 2015 to June 30, 2018

4.1.10 Internal Audit and Operation

TFC’s Audit Office is an independent unit directly
responding to the BOD. The Audit Office is com-
posed of the Auditor General and three full-time au-
ditors.

Audit Office is in charge of internal audit opera-
tions, including funds and loans, insider trading and
regulatory compliance on a monthly basis, and sub-
mits the results to the Board of Directors.

The Audit Office will occasionally check and su-
pervise the procurement procedures of each unit,
which included bargaining supervision, monitoring
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bid opening meetings and signing and approving
procurement documents to prevent the possibility of
corruption and dishonest acts.

The audit unit shall supervise and review the in-
ternal units and subsidiaries and shall conduct inter-
nal evaluation at least once a year as the reference
for the Board of Directors and the president to eval-
uate the effectiveness of the overall internal control
system and as the main basis for the issuance of
the internal control system statement. (Please refer
to P36 of the 2016 Annual Report).



4.2 Integrity Management

“Integrity” is TFC’s important core value. These
principles are the foundations of business strategy
development and business activities.
4.2.1 Integrity Management

We develop organizational rules and regulations,
set up responsible units, strengthen the integrity
education, provide a channel for grievance and es-
tablish punishment system for strict precautions
against dishonest behavior.

4.2.2 Mechanism for Insider Trading Preven-
tion

TFC has developed the “Internal Major Infor-
mation Processing Procedures” for the directors,
supervisors, managers and all employees of the
Company, which stipulates that those who know
the major information shall not disclose to others or
inquire or collect the significant information that the
Company did not disclose and is not related to per-
sonal duties in order to implement the prevention of

Organizational
rules

Unit

Staff training

Report system

Dealing with
dishonest behavior

insider trading management operations.

® Ethical Corporate Management Best Practice Principles

® Code of Conduct and Ethics for Directors, Supervisors and First-level Managers
® Work Rules for Employees in TFC

® Regulations for Employee Performance Evaluation in TFC

® Audit Office: Planning of the Report System to ensure the effectiveness of implementation

® Board of Directors Office: Development of business strategies with integrity and ethical
values

® dministration Department: Promotion of integrity policy advocacy and training

® Training courses for new employees include ethical education, company internal regulations
and codes of conduct

® Regularly carry out integrity education and training, promote moral conducts, disciplines and
corporate culture education

We encourage our employees to report any unethical conduct. When an employee suspects
or finds a violation of the laws and regulations or the code of conduct and ethics, the
whistleblower shall report such situation to supervisors, managers, internal audit supervisors
or other appropriate personnel. When such case is verified, the whistleblower will be rewarded
in accordance with the relevant regulation, and the identity and security of the whistleblower
will be protected

It will be submitted to the Personnel Review Committee for review to decide follow-up
punishment
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4.2.3 Integrity and Anti-corruption Training

We arrange integrity and anti-corruption advoca-
cy courses in orientation training, and the training
ratio of new staff reaches 100%. In 2016, the num-
ber of new staff receiving the training accounted for
7.08% of the total number of employees.

The training is regularly scheduled and also pro-
moted occasionally through meetings and education-
al trainings to advocate our philosophy of integrity
management and to completely eliminate corruption
incidents.
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Special Column:

Integrity Course —Participation by All TFC Members

In order to establish the
corporate culture of integrity, in
November 2016, the Company
invited Mr. Xie, Xian-die, a lawyer
with the experience of local court
judge and prosecutor to hold
the lecture on “TFC’s Codes of
Integrity Management” , guiding the
participants to identify dishonest
behavior and prevent the occurrence
of it, strengthening the concept of
compliance to lay the foundation of
the culture of integrity.

This course got an enthusiastic
participation, and was attended by 12
directors and supervisors (including
7 directors and 2 supervisors),
the management, including the
president, three vice presidents, the
first-level managers and employees.
We also overcame space constrains
in the form of video lecture for live
transmission of the lecture to our
factories in Taichung, Miaoli and
Hualien. TFC leads all the staff
from top to bottom to recognize the
importance of integrity management
and develop the culture of integrity.

Chairman Kang, Hsin-Hong
personally attended the Integrity
Management Course and sent
greetings to the participants.

Directors, supervisors, first-level
managers and the employees
attended the Integrity Course
enthusiastically and listened
carefully to the contents.
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4.3 Risk Management

The risk management control operations are conducted in accordance with
the “Regulations Governing the Establishment of Internal Control Systems” .
With a clear division of labor for risk identification and evaluation at all levels, and
through the establishment of oversight responsibility, assignment of rights and
responsibilities and the reward-punishment system, the control environment is
built for the effective establishment of TFC's risk management protection net-
work.

4.3.1 Risk Management System

The Company has set up an Audit Office to promote and revise the internal
control system, targeting at effective risk control. The Audit Office implements
the audit operations in accordance with the annual audit plans. When discovering
internal control deficiencies and risk events in the process, it is responsible for
urging the various units to formulate improvement plans and make follow-ups on
a regular basis to effectively control the risks.

4.3.2 Risk Management Organizational Structure

The Company has established an independent and comprehensive structure
of risk management and also set the hierarchical authority for the implementa-
tion of the risk management system.

ltem Responsible person / unit Responsibilities
The first Competent business unit or Initial risk assessment and
management person in charge (direct unit of implementation of risk
mechanism risk control) management procedures
The second . ) o )
Managers (the president and vice In charge of monitoring of risk
management )
L presidents) management
The third ) . Risk inspection, assessment,
Board of Directors and Audit . .
management Offi supervision, improvement and
) ice :
mechanism follow-up and reporting
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4.3.3 Risk Items and Countermeasures

Category Description

Risks that impact
on the operational
stability in the rapidly
changing international
political and economic

environment
Economy

Risk of raw material
price fluctuations
and centralized
purchasing

Impacts caused by
climate change

Environment

Impacts of
increasingly stringent
environmental
regulations on
operations

Corporate Social Responsibility Report’i

Countermeasures

® Enhance the green R&D innovation ability, develop product differentiation and niche products and improve market competitiveness

® Strengthen the upstream and downstream vertical and horizontal integration, improve the marginal efficiency of production and reduce
the marginal cost to effectively control the operational risk

® Develop real estate business, promote the development of real estate in the appropriate development order to maximize the added value
for the company’s industry and investment funds

® Continuous improvement in production management and process to increase productivity and reduce operating costs

® Promote the “Investment Plan of West Wharf Area, West 10 of Taichung Harbor” to expand green fertilizer production, making good
use of the terminal equipment at Taichung Harbor to expand the chemical trading and logistics business

® Regularly collect information of international raw material prices, pay close attention to changes in prices and increase the safety
coefficient of raw material safety stock

® Adoption of diversified material purchase programs, seek alternatives of important imported raw materials to reduce the risk of
centralized purchasing and procurement costs

® Strengthen the purchasing function, actively look for new suppliers to gradually strengthen the backup supplier list so as to reduce the
risk of centralized purchasing

® Introduced ISO 50001 Energy Management System into Taichung Factory in order to continue the improvement of energy performance,
reduce GHG emissions and other environmental impacts

® Continue the energy integration and energy conservation programs and procure energy-saving equipment to achieve the goals of
reducing energy consumption and carbon emissions

® Establish the Disaster Response Procedure to strengthen the abilities of natural disaster prevention, including the maintenance and
replacement of equipment and the establishment of disaster prevention concept

® Establish the GHG Inventory Team and introduce the GHG inventory system of ISO 14064-1 for energy declaration and voluntary GHG
inventory to track carbon emissions regularly and review the emission reduction measures

® Implement Water Shortage Response Plan and install additional water recycling equipment

® Introduce the GHG inventory system of ISO 14064-1 for voluntary GHG inventory and energy declaration

® Implement energy-saving programs to acquire the incentive of expanding emission allowances for substantial reduction of emission

® Taichung Factory took the lead in implementing the Counseling Plan of Energy-consuming Equipment Efficiency Testing to assist
the factory to test the energy efficiency of energy-consuming equipment with the use of test equipment for the reference of energy
efficiency improvement in the factory

® Comply with ISO 14001 Environmental Management System, and actively invest in company resources for good pollution control, waste
management, water resource management and industrial safety management to avoid environmental pollution
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Category Description

Reduction of yearly
chemical fertilizer
Environment amount in response to
the promotion of organic
agriculture by the

government

Increasing requirement
for
product safety
from customers

Rising environmental
awareness
of community residents

Society

Technology heritage
and
labor shortage
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Countermeasures

® Promote the development of organic fertilizer products, and achieve the goal of obtaining the organic fertilizer certification from
Council of Agriculture (COA) and being selected by COA as the recommended brand with new products

® Establish organic cultivation technigues and quality control process, teach farmers agricultural organic farming, and gradually set
up organic demonstration farms to develop organic agriculture

® Combine organic materials with the microbial technology for the development of related green fertilizer products that gradually re-
place the chemical fertilizers

® Continue to promote Rational Fertilization education and gradually establish the concept of the correct fertilization practices of
farmers

® Conduct product development with the core competency for the development of safer and healthier products

® Introduce international production quality and food safety related management systems to implement internal operating procedures
® Continue to improve production management and process to improve production quality and safety

® Implement quality inspection of the outsourcing manufacturers to make sure of raw material supply and safety

® Obtain third-party verification to increase consumers’ trust

® Actively communicate with community residents to listen to their opinions and to respond immediately in order to resolve disputes
so as to build mutual trust and to seek recognition from the residents

® Disclose open and transparent information for the residents to access to instant and accurate information to reduce
misunderstanding caused by asymmetric information and chances of incident occurrence

® Start the systematic and long-term policy implementation for Talent Cultivation to reduce the impact of human resources shortage
on the company

® Attach great importance to employee education and training, and actively train professionals with various skills

® Implement the knowledge and experience heritage system by utilizing Knowledge Management (KM) System to record and retain im-

portant technologies and experience systematically

-
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4.4 Financial Performance

We are prudent and pragmatic and
positively manage and regularly track
and review the Company operations
and unit performance, striving to
achieve satisfactory annual operating
performance.
4.4.1Company Operating Policies

and Objectives

The chairman and the president
hold the meeting to track and review
the company management system and
the business performance of each unit
on a monthly basis. The executives
are responsible for improvement pro-
gram proposals, aiming at achieving
the overall annual profit target through
the active operation of performance
management in order to meet the
shareholders and stakeholders’ expec-
tations.

Corporate Social Responsibility Report\l

Policies

Profit growth

® Strengthening the core business

® Developing diverse businesses

® The layout of overseas markets

® Effective costs control

Optimization of Competition

® Improvement of product quality

® Flexible marketing strategies

® Active and innovative research
and development

Sustainable development

® Strengthening environmental
safety and health system

® Improving human resources

® Effective financial management

® Reinforcing e-operations

® Enhancing the corporate image

Short-term goals (2016~2020)

® The fertilizer chemical business contin-
ues to improve product quality and ef-
fectively integrate energy use to reduce
production costs, enhance customer
recognition, improve the domestic sales
of niche products, expand overseas
markets and business opportunities
and gradually achieve the goal of profit
normalization

® Continue to invest in commercial of-
fices and residential development and
implement the strategy of land optimi-
zation in real estate business

® Enhance reinvestment management
and improve business performance

® Enhance the diversified allocation of
funds to improve profit performance

® Develop innovative green businesses
and promote organic agricultural and
fishery materials to fulfill our corporate
social responsibility
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Medium- and long-term goals (2020~2030)

® Add new capacities to fertilizer business,
promote niche fertilizer; expand the items of
chemical products and electronic chemicals
as well as the sales of these products

® Make good use of Taichung Port Free Trade
Zone to develop logistics business of chemi-
cal storage tank trading

® Stabilize property rental income, speed up
the land development operations of land re-
zoning and land change, and continue the in-
troduction of residential and commercial real
estate products

® Operate in coordination with the govern-
ment’s agri-food policy to ensure balanced
demand and supply and stabilized prices in
the fertilizer market

® Develop the business of green innovation, fo-
cus on agricultural biotechnology and chem-
ical core expertise and make use of official
and academic resources to promote green
products and process R&D related work
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4.4.2 Financial Performance

In 2016, with the tireless efforts of TFC’s man-
agement team, the profitability of fertilizer chemicals
and property rental income increased significantly,
but the income of real estate development dropped
by 30.00% compared with 2015. The operating prof-

it and net operating income were lower than those
of 2015 by 48.23% and 74.60% respectively. In
addition, the loss of reinvestment in Al-Jubail Fertil-
izer Company and decreased recognition of income
caused by the goodwill impairment of Taiwan Yes

Deep Ocean Water Co., Ltd. resulted in the consoli-
dated non-operating loss, with the final settlement of
net loss of NTD 129,503 thousand in 2016.

Unit: NT 1,000 dollars

20,000,000
Item 2014 2015 2016 18,000,000
— 16,000,000
Operating income 17,510,273 17,487,077 12,240,920 14,000,000
Operating costs 14,597,642 13,612,077 10,234,666 12,000,000
Operating profit 2,912,631 3,875,000 2,006,254 10,000,000
Personnel expenses 1,334,220 1,209,191 1,054,548 2888888 2014
Net operating income 1,659,950 2,345,012 595,694 4.000.000 W 2015
. . [ 2016
_ 2,000,000
Non-operating income 4 187 303 174,718 616,713 0
and expense = s> oo=
| P f 2,000,000 9 e 9 27 §% %é%z) 283 %%
: ® ® ® ~ . o} s
neome tax benefit 221,003 92,647 108,484 8 8 8 28 38 238 233 23
and expense 5 5 S @53 o dgp0 ogpo 0
Q@ Q Q@ @0 o) 5 29 g
Net income after tax 3,068,346 2,427,083 129,503 =) 8 3 2 Qé*-
(@] @ —h
Unit: NT 1,000 dollars 3 ? -
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4.4.3 Earning Distribution

The company’s future financial situations are mainly considered when it
comes to the distribution of shareholders’ dividends. Based on the steady divi-
dends and the needs for corporate transformation, at least 50% of the distrib-
utable earnings taking out from the legal reserves and appropriated retained
reserves should be distributed to shareholders. Among which the ratio of cash
dividends shall be no less than 10% of the gross amount of dividends of the cur-
rent year. It shall be done after approval by the shareholders’ meeting.

In terms of the TFC’s earning distribution in 2016, based on the undistributed
earnings in the previous year and that a proper amount of the originally set aside
special reserve was reversed to distributable earnings, the cash dividend was
NTD 2.1 per share, with the total amount of NTD 2,058,000 thousand distribut-
ed.

4.5 Compliance

We have excellent compliance DNA and the whole company from top down
strictly abides by laws and regulations and upholds the principles of handling op-
erational affairs with fairness and justice.

4.5.1 Objective of Compliance

Medium- and long-term
(2016~2020)

Short-term goal
(2020~2030)

Actively review and improve cases
of violation and penalties, working on
not to make the same mistake twice

To reach zero violation and zero
penalty annually

Corporate Social Responsibility Report’i

4.5.2 Management Approach

We follow the domestic laws and regulations, international initiatives and
trends to develop internal laws and regulations, and hold education and training,
supplemented by the prosecution system to prevent the occurrence of dishones-
ty.

Management
Approach

Content

®The company developed various internal specifications of
operating procedures, management standards, implementa-
tion measures and operation directions in the fields of "Per-
sonnel” , “Finance” , “Purchasing” and “Business” for the
employees to base on when making decisions and conducting
business

Develop relevant
internal regulations

®Pursuant to TFC’s “Key Points for Employee Training” , all the
new employees must participate in the new staff orientation in

Carry out ) ) L
; which compliance education is focused
compliance o Al . )
. ®|n addition, the company holds training in regulation educa-
education and ) ) ) s
. tion company-wide occasionally to strengthen the employees
training )
concept of compliance and to shape the corporate culture of
integrity
®The matters related to legal rights and obligations shall be
discussed in advance with the legal personnel. The legal per-
sonnel shall examine and submit the professional opinions as
Control the the important reference for the supervisor’'s decision after the
compliance relevant plan is submitted by each unit

®The Audit Office verifies the compliance through the self-as-
sessment of each unit and the Audit Office to ensure that the
company fully complies with the laws and regulations when
conducting various operational activities

process strictly



4.5.3 Domestic Compliance
The Company’s compliance in social, products and environment aspects in 2016 is detailed as follows.

Social Compliance

Chapter 4
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In 2016, there were four cases of violation of social compliance, and the Company has conducted inter-
nal self-review for improvement. The treatment and precautionary measures are described below, and strict
compliance by the competent units and personnel in charge was required to avoid the recurrence of similar

situations.

Regulation or
law violated

Labor Standards
Act

Building Act

Fire Services
Act

Income Tax
Act

# of case

Amount

NTD
40,000

NTD
30,361

NTD
12,030

NTD
750
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Description

The overtime pay was not
paid as regulated

The miscellaneous license
for multifunctional outdoor
ponds was not applied

Fire equipment failure,
which violates Standards for
Installation of Fire Safety
Equipment Based on Use and
Occupancy

Year end party’s prizes are
not declared with non-with-
holding tax statement

Treatment and
preventive measures

The Company has calculated and paid
overtime to employees in accordance
with the Labor Standards Act as re-
vised in December 2016

The improvement has been completed
and a miscellaneous license has been
obtained in line with the provisions of
the law

The faulty equipment has been re-
paired or replaced and the periodic in-
spection and testing of the equipment
has been strengthened

1.The internal audit of the company
found the missing declaration, and
actively declared it to the IRS

2.Strengthen internal management to
prevent recurrence of such viola-
tions

TAIWAN FERTILIZER CO., LTD



Product Compliance

There were a total of six cases of violation of
Fertilizer Management Act in 2016. In accordance
with government regulations, the inspection of prod-
uct compositions in the factory is required before
the fertilizer products are being distributed to vari-
ous channels. However, as the inspection methods
of the government differ from those of TFC, some-
times the results of the product compositions are
not consistent with those of the inspection unit. The
Company has conducted a comprehensive review of
the inspection methods, revised the inspection meth-
ods and improved the relevant inspection standards
to prevent similar situations from happening again.

Environmental Compliance

TFC had no major spill in 2016. In terms of envi-
ronmental compliance, there were 3 cases of envi-
ronmental penalties in 2016, decreased by 12 cases
compared with 2015, with the total amount of the
fines at NTD 260,000.

Corporate Social Responsibility Report’i

Regulation or law
violated

Fertilizer
Management Act

Fertilizer
Management Act

Fertilizer
Management Act

Regulation or law
violated

Air Pollution
Control Act - 1
Keelung Factory

Air Pollution
Control Act - 1
Taichung Factory

Water Pollution
Control Act - 1
Miaoli Factory
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# of case

# of case

Amount

NTD
200,000

NTD
50,000

NTD
50,000

Amount

NTD
100,000

NTD
100,000

NTD
60,000

Description

The proportion of composi-
tions of the fertilizer prod-
ucts produced by Keelung
Factory did not comply with
the regulation

The contents of composi-
tion of the fertilizer prod-
ucts produced by Miaoli
Factory did not comply with
the regulation

The contents of com-
position of the fertilizer
products produced by
Taichung Factory did not
comply with the regulation

Description

The discharge smoke de-
tection did not comply with
regulations

Factory emissions did not
comply with regulations

Wastewater treatment did
not conform to the permit
registration

Treatment and
preventive measures

® Ungualified finished product were
recalled

® The processes of the production
plants are adjusted and improved.
Besides, testing standards of the
finished products are improved
and fertilizer formulations are
properly adjusted to ensure that
the compositions meet the criteria
as stipulated

Treatment and
preventive measures

We improved the pollution control
equipment in compliance with regula-
tions

We reviewed the cause and improved
the control equipment

We completed permit registration
and included the relevant operating
practices



4.6 Support for and Compliance with In-
ternational Initiatives

4.6.1 The United Nations Global Compact

The Company supports and is committed to the
compliance with the UN Global Compact under the 9
principles in three areas of Human Rights, Labor and
Environment and we are committed to compliance
with the principles and the protection of the rights of
the employees, contractors and suppliers, and will
absolutely abide by domestic laws and comply with
international statute. In 2016, TFC and its suppliers
did not have any violation of human rights issues,
including discrimination, violation of freedom of as-
sociation, the use of child labor and forced labor.
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4.6.2 United Nations’ Sustainable Development Goals

TFC supports and advocates the 17 sustainable development goals (SDGs) officially launched by the Unit-
ed Nations in 2016. As a leading fertilizer producer in Taiwan, TFC is committed to the promotion of the Unit-
ed Nations Sustainable Development Goal 2, “End hunger, achieve food security and improved nutrition and
promote sustainable agriculture” , and invests in resources to fulfill our corporate social responsibility.

In addition, for the United Nations Sustainable Development Goal 12 “Ensure sustainable consumption
and product patterns”, the company has been committed to improving the process design, waste recycling
and striving to implement the concept of circular economy in recent years.
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\/ We cherish our family and partners, and strive to ensure safety and security in

- every aspect.
The highly systematic “emergency response organization” and rigorous emer-
gency management process are established in place for the sake of personnel
safety. This concept of safety management is meticulously implemented in the
transport management, striving for safe delivery of our products.




5. Emergency Response and Transport Management

TFC has a sound and complete emergency response management system
and sufficient drills to ensure that the employees and residents in the communi-
ties can safely, rapidly and properly take response actions when incidents occur.
In addition, the factory safety management is strictly implemented. After the

Material aspect Transport

Chapter 5
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products leave the factory, the shippers are also strictly required to comply with
the transport safety regulations. When accidents occur during transport, TFC
will provide assistance with the knowledge of the chemicals we produce and re-
lated equipment in the handling of accidents to reduce its environmental impact.

DMA (Disclosure on Management Approach)

Strategy

To strengthen defense
mobilization and emergen-
cy response mechanism,
improve the disaster
emergency response plan
and implement drills to
enhance the emergency
response personnel’'s
capabilities for disaster
research and analysis and
resilience
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Resources

® Improved emergency re-
sponse organization and
personnel staffing

® Sufficient budgeting for
procurement of disaster
prevention equipment

TAIWAN FERTILIZER CO., LTD



5.1 Emergency Management

TFC has a complete emergency response sys-
tem and organizational planning that has been con-
stantly updated and carried out via drills, and the
Disaster Recovery Plan is also in place. Meanwhile,
TFC also joins the Mutual Defense in the industrial
area to effectively enhance its emergency response
capabilities.

5.1.1 Emergency Management Organization
The Company has developed “Guidelines on
Disaster Prevention and Response Operation” for
emergency operation of all types of disasters and
emergency of TFC (including subsidiaries and over-
seas offices) and set up “Disaster Prevention and

Response Operation Team” in each factory to facil-
itate immediate responses so as to reduce disaster
losses.

TFC's Emergency Response
Organization Chart

Total Com-
mander
Deputy
Commander
Industrial Safe-
ty and Environ-
Public Relations mental Protec-
tion Department
z= <
— o [0)
938 o9 of=: o} ®F
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5.1.2 Hierarchical Management System for Disasters

We adopt a hierarchical management system for disasters
to ensure that the manpower and resources in and outside the
factory can be promptly combined to take proper contingency
measures to deal with emergency and disasters when incidents
occur, and we also work closely with the employees in and out-
side the factory, residents in the community, nearby factories
and local authorities to jointly take emergency response actions.

Stage

| oBE1S

Z obE1S

€ obElS

The impact and scope
of the contingency

When a disaster oc-
curs, the unit involved
in the accident is
capable of controlling
and does not need
support from other
units

The contingency has
greater harm or is in
a greater area and
may result in threats
to human lives and
property, and support
from other units are
required

The impact area is
huge and the contin-
gency has serious im-
pacts on human lives
and property safety,
and the manpower
as well as the rescue
equipment cannot
respond accordingly
and support from out-
side is required

On-site response mecha-
nism

® Confirm the occurrence of di-
saster (including the type and
the extent of the disaster)

® Be alert of the water soures,
turn off fire and stop all hot
work

® Direct relief work on-site

® The total commander sets
up an emergency command
center and ask the response
groups to stand by

® Prepare response equipment

® Set the control area to con-
trol personnel access

® Determine whether emergen-
cy shut-down is needed

@® Perform various contingency
measures

® Request external support,
notify the government, fire
department, labor inspection
and environmental protec-
tion units

® Expand the scope of alert

® When the external support-
ing unit arrives for rescue,
the command is transferred
to the commander of the
supporting unit

® Assisting the supporting unit
in the relief work

Notification
scope

Start internal
reporting pro-
cedures

Increase the level of
internal reporting

® Local government
response center

® Fire departments

® Labor inspection
units

® Environmental
protection units

Note: Based on different stages, the scope and level of the response units
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and notification objects will be classified into different levels
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TFC's Three-stage
Emergency Management
Operational Process
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5.1.3 Disaster Investigation and Improvement Procedure

Occurrence of
disaster

Liquid ammonia leakage drill
with the Fire Department
at Keelung Factory

Nitric acid leakage drill
at Taichung Factory

Investigation

Address the
causes of the
accident, file
the report of in-
vestigation and
improvement
measures

The rescue staff use portable
water monitor to absorb the

Notify each factory
and report

Notify each factory
of the causes and
countermeasures
of disasters or file
the report at the
industrial safety
and environmental
protection meeting

leaked ammonia with mist on-site  factory

Protective clothing for
emergency personnel
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Inspection and
Improvement

Each plant shall
inspect if there
are similar harm-
ful hazards in or-
der for improve-
ment

The fire brigade set up a
command center in the

Inspected leakage point and
turned off the valve

The fire brigade marked the
hazard zone

Emergency repairs of
leaking pipes
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5.1.4 Emergency Dirills

Before the end of each year, every production
plant submits the plans of disaster prevention and
emergency drills and budgets for purchasing protec-
tive equipment. Various emergency drills are con-
ducted as scheduled annually.

After the completion of the emergency drill, a re-
view report is prepared by the Industrial Safety and
Environment Department of each plant, working on
the improvement and correction of the emergency
response procedure to enhance the resilience capa-
bilities in the face of emergencies.

TFC held a total of 16 sessions of emergency
drills in 2016, with a total of 428 participants.

The fire brigade returned from
the hot zone for subsequent
decontamination

Decontamination of emergency
personnel

TAIWAN FERTILIZER CO., LTD



5.2 Transport Management

For the uploading, deliver and the transport of
the raw materials necessary for the production of
fertilizer products and chemicals, such as liquid am-
monia, sulfuric acid, nitric acid and phosphoric acid,
RFC has set up a complete management practices
to manage the operation process. In addition, the
safety and health management of every transport
process is also emphasized to reach the goal of zero
disaster and zero accident.

OEERIEEY Key points of Management
phase
® Monitor the temperature and control
the unloading pipeline
® Monitor the weather condition onsite.
Operations The loading and unloading operations
will be suspended when the weather
before T
) condition is poor
unloading @ Check each and every piece of equip-
ment needed for unloading onsite
® Confirm the field workers’ safety
equipment
® Regularly inspect whether there is
leakage in the piping for the tank or
Operations in the pipe fittings.Monitor the tem-
during p_era.ture and control the unloading
: pipeline
unloading ® Regularly confirm whether the pres-
sure in the gauge is normal.equip-
ment
® Remove the residues in the pipes af-
) ter unloading
Operations ® Wash and clean out the site after un-
after loading
unloading ® Inspect and maintain the equipment

and devices needed for unloading
regularly

Corporate Social Responsibility Report\i

5.2.1 Management of Unloading Materials
Raw materials needed for fertilizer production
mainly depend on imports from abroad through ship-
ping. Our Taichung Factory is located in Taichung
Port Area, and with the port access advantage,
our business operations also include warehouse &
transit and trading services. In order to improve
the safety of terminal unloading operation, TFC has
set up Standard Operating Procedures (SOPs) for
material unloading operation to ensure the safety
during the process of loading and unloading materi-
als. There were no significant accidents in the trans-
port and loading and unloading operations in 2016.

76

5.2.2 Management of Tank Vehicles

The chemicals sold in the Company are trans-
ported by tank vehicles arranged by the clients
to take delivery of goods at TFC’s factories. The
Company has set up “Industrial Safety and Health
Management” and “Points for Safety Management
of Hazardous Materials Transport on the Highway” .
Transport vehicles entering TFC factories should
comply with related safety and health regulations,
and after leaving the factories, the tank vehicles
should strictly abide by the government regulations
and TFC’s management rules to prevent the occur-
rence of transport accidents.




Item of
management

Compliance

Personnel
management

Equipment
management

Key points for management

® Strictly request the carriers to comply with relevant laws and regulations of the government for
the carriage operations of dangerous goods and receive training, inspection and supervision from
the competent authorities and the Company

® The vehicles for carrying the goods should pass the inspection from the Motor Vehicles Service
Station and before the transport of goods, application for the issuance of a “Pass” should be
submitted to the local Motor Vehicle Office of Directorate General of Highways

® The drivers the carriers hire should possess relevant licenses, receive dangerous goods trans-
port training, be physically and mentally healthy and physically capable of the job

® When the carrier enters the factory to take delivery of goods for the first time, the person in
charge or the designated agent and the driver should receive safety and health training from the
Industrial Safety and Environmental Protection Department in the Company’s factories and the
hazard notification is also given

® Tanker drivers and the field workers should confirm the safety equipment before the loading and
unloading operations

® Vehicles and tanks should be inspected routinely. Observe the tank safety valve and pressure
gauge at all times to make sure they function well. In addition, important car parts, such as
breaks and wheels should also be checked

® Check the vehicles and tanks before and after loading and unloading should be made on the pres-
sure gauge, safety valves, loading and unloading valves, loading and unloading pipes, ground wire
of the tank car and the removal of the unloading pipe after unloading and before driving. Avoid
transporting goods during rush hours

® The carrier should prepare personal protective equipment onboard depending on the nature of
the hazardous goods

® Strictly request the drivers to follow the rule of “No open flames”

To assist the carriers and our clients with the
contingencies in transit, internal regulations for han-
dling chemical tank accidents are set up. The Com-
pany will make use of the expertise in chemicals and
complete response equipment to help deal with the
contingency to fulfill the corporate social responsi-
bility.
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Item Assistance and key points for management

® When notified of the tank accident, a rescue
team is immediately set up to confirm the
situation of the accident and prepare rescue
equipment and protective gear in order to
help rescue as soon as possible
® Prepare the needed response equipment
When such as the rescue (repair) equipment and
A the safety equipment which are checked,
maintained and test run every month as re-
corded in the records to ensure they are in
good condition
® Regularly train the rescue team members,
and hold the rescue exercise at least once
a year to strengthen their contingency skills
and improve their response capabilities
® TFC'’s rescue team receives the commands
from the total commanders on the scene to
help deal with the accident

incident
occurs

® After handling the accident, a written report

Atfrfsr on the situation of the accident and the res-
. cue process will be presented to the compa-
incident

ny

5.2.3 Pipeline Management

In accordance with the provisions of the national
standard of CNS 9329 for pipeline identification,
we have set up “Key Points for Identifying Units in
Charge of the Pipelines” . We use graphic expres-
sions and colors to identify the pipelines for raw ma-
terials or fluids for production use to different facto-
ries so that the field workers can soon be aware of
the materials in the pipelines, the properties of the
materials and the degree of risk. There is a dedicat-
ed unit in charge of the maintenance of the pipelines
to ensure the normal operation of the pipelines.

With our complete pipeline management system
and the emergency response mechanism, mistakes
in pipeline system operation can be avoided to pro-
tect the safety of the personnel and property.

TAIWAN FERTILIZER CO., LTD
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C cares for and concerns about its employees and also the society.

We have regarded our employees as the most valuable resources, and we firmly be-
lieve the idea of “What is taken from society has to be used for the society.”

In this big family at TFC, the employee benefits and development are equally import-
ant.

When it comes to the society, TFC family spares no efforts to participate in public wel-
fare activities, using our products and environmental education to protect and safe-
guard this land of ours.




The employees are not only our most valuable assets, but also a key cornerstone of TFC’s sustainable de-
velopment. Therefore, it is our management goals and objectives to create a safe and happy workplace and a
learning environment for personal growth as well as to establish the good labor relations with mutual trust so
as to ensure that the working positions of all the employees fit their abilities and that they can develop their
capabilities and bring their talents into full play.

Material aspects >>> Employment and labor relations, Labor / Management Relations,
Occupational Health and Safety, Training and Education

DMA (Disclosure on Management Approach)

Commitment

We view our employees as
the most important assets
of the company, and in-
clude employee care in the
operation policy. We are
committed to the harmony
between labor and manage-
ment and strive toward the
ideal of a big TFC family

Strategy

With a full range of policy
thinking, we work on the
talent retention and nur-
turing and implement em-
ployee-oriented policies for
employee care, interactive
communication and mainte-
nance of physical and men-
tal health and safety

Target

To establish a safe,
healthy, equal, caring,
sustainable and happy
workplace for the em-
ployees
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Resources

A dedicated unit is respon-
sible for planning and imple-
mentation of the employee
welfare system, nurturing
plan, occupational safety
and other operations. Com-
munication between the
labor and management is
done by the labor unions in
|labor-management meetings
as the bridge between the
employer and the employ-
ees
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Action

Establish a competitive
salary system and come
up with talent retention
and nurturing plans in
accordance with the op-
erating principles

Set up the safety and
health organization and
install the Occupational
Health and Safety Man-
agement System

Assist in the establish-
ment of 3 trade unions
and set up multiple and
smooth channels for em-
ployee communication

TAIWAN FERTILIZER CO., LTD



6.1.1 Employee Care

Employees are the most valuable assets of TFC.
We promote the six major human resource policies
for recruiting talents and provide a good salary and
welfare system and a safe working environment to
encourage and retain talents.

The Hire of Employees

By the end of 2016, the total number of em-
ployees at TFC reached 681, including 639 formal
employees and 42 contract employees. Compared
with 671 employees in 2015, the number slightly

Six major HR Policies

Equal and Friendly Working
Environment

Healthy and Happy

Workplace
Comepertitive
Remuneration System Creation of a
happy
workplace
Complete Personnel in TFC

Training System

Complete Employee
Welfare and Care

Open Labor Communication
Channels
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increased by 10 in 2016; compared with the 63 con-
tract employees in 2015, the number reduced by 21
mainly because the contract employees hired in the
construction project of Taichung Factory in 2015
were promoted to formal employees. Besides, we
also hire a few dispatched employees who are main-
ly engaged in farming, planting and cleaning related
work.

In terms of the gender of employees, as TFC
is in manufacturing industry, we mostly recruit the
professionals or technicians with university or col-

lege degree in science and technology. Most people
who get the degree in science and technology are
male, so the majority of employees are male. There-
fore, the proportion of men and women in the com-
pany is quite different. Males account for 80.6% of
the total number of employees, while women 19.4%.
However, in terms of labor force, we have complied
with the international principles of human rights pro-
tection and domestic laws and regulations. There is
no differential treatment or discrimination against
gender difference.

The 2016 analysis of category, age and gender of employees in TFC

Formal employees

Gender Age
No. Percentage
25~29 years old 11 1.6%
30~39 years old 49 7.2%
Female 40~49 years old 24 3.5%
50~59 years old 25 3.7%
60~64 years old 16 2.4%
Female Total 125 18.4%
Under 24 years old 1 0.2%
25~29 years old 42 6.2%
Male 30~39 years old 185 27.2%
40~49 years old 112 16.5%
50~59 years old 92 13.5%
60 years old and above e 11.6%
Male Total 511 75.0%
Total 636 93.4%
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Contract employees Total
No. Percentage No. Percentage
2 0.3% 13 1.9%
5 0.7% 54 7.9%
0 0.0% 24 3.5%
0 0.0% 25 3.7%
0 0.0% 16 2.4%
7 1.0% 132 19.4%
3 0.4% 4 0.6%
9 1.3% 51 7.5%
22 3.2% 207 30.4%
0.6% 116 17.0%
0.0% 92 13.5%
0.0% 79 11.6%
38 5.6% 549 80.6%
45 6.6% 681 100.0%



Talent Cultivation Program

TFC is a long-lasting enterprise which follows the prin-
ciple of prudent operation. In order to cope with the crisis
of aging population and labor shortage, we have launched
the “Talent Cultivation Program” in recent years. We have
hired a large number of young and middle-aged employees
with outstanding talents, organized a reserve cadre training
program and developed a large-scale employees’ early re-
tirement programs to accelerate the change of manpower
in the elderly and improve labor structure. After years of
efforts, the average age of employees in TFC has dropped
significantly. The age distribution of the employees focuses
on 30 to 39 years old, accounting for 38.33% of the total
number of employees.

In accordance with Staff Statistics in 2016, the average
age of employees at TFC was 42.98 years old, while the
average length of service was 14 years. The distribution of
education background focused on bachelor’s degree, ac-
counting for 51.98% of the total number of employees, fol-
lowed by those with high school and lower (inclusive) and
with a master’s degree, accounting for 25.11% and 21.29%
respectively.

Distribution of average age, seniority
and education background of employees

Average age 42.98
Average seniority 14.00
Iltem Number Percentage
m Doctoral Degree 8 1.17%
% Master’'s Degree 145 21.29%
= Bachelor’'s Degree 354 51.98%
% Senior high school 171 25.11%
Under senior high 3 0.44%

school

The distribution of  Bachélor's Degree 354

employees
. Master’s Senior high
level of education pegree 145  school171
(Number)

_

Doctoral degree8 Under senior
high school3

Healthy Manpower Turnover

We recruit talents every year. There were 48 newly re-
cruited employees at TFC in 2016, accounting for 7.08% of
the total number of employees (i.e. employment rate).

The number of retired/resigned employees at TFC in
2016 reached 38 people, including 19 retired employees, 4
laid-off employees, 14 resigned employees and 1 death (died
of illness, not of occupational accident). The turnover rate
was 5.46%. Most employees have long worked in TFC until
retirement. Therefore, the employees’ coherence and rec-
ognition of the company are also reflected in the low turn-
over rate (the industry average turnover rate is 13.4%).

The company has recently relocated Keelung Factory,
Hsinchu Factory and Kaohsiung Factory to Taichung Fac-
tory in accordance with the production value chain integra-

New employees - by gender and age

Gender Age No. Percentage
Under 30 years old 18 37.5%
Male Above 30 and under 50 55 45.8%
years old
50 years old and above 2 417%
Total number of male employees 42 87.5%
Under 30 years old 3 6.25%
mle Above Ci(éair;doténder 50 3 6.25%
50 years old and above 0 0.00%
Total number of female employees 6 12.5%
Total 48 100%
The average number of employees
at the beginning and the end of 2016 e
Employment rate in 2016 7.08%

Note: The formula of employment rate: The number of new
employees / the average number of employees at the
beginning and the end of 2016
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tion project. We have specifically developed “Regulations
regarding employees’ early retirement program” and im-
plemented the system of additional pension to encourage
qualified staff to apply for this program, which not only
protects the rights and interests of employees but also
speeds up the turnover.

Retired/resigned employees-
by gender and age

Resign ~ Retire
Gender Age group ation Lay-off s Death Percentage
Under 30
naer 3 0o o0 0 5.45%
years old
Male Above 30 and
under 50 6 3 0 1 3.10%
years old
SOvearsold = 5 = o 44 g  11.11%
and above
Total number of male 14 3 14 1 5.83%
employees
Under 30 0 0 0 0 0%
years old
Above 30 and
Female  under 50 0 1 0 0 1.28%
years old
SOvearsold — o o 5 o 1220%
and above
Total number of female 0 1 5 0 4.55%
employees
Totle 14 4 19 1 =
The average number of employeesat 678
the beginning and the end of 2016
Turnover rate 1 (excluding the > 65%
number of retirement and deaths) ’ °
Turnover rate 2 (excluding the deaths) 5.46%

Note:

1. The formula of turnover rate: The number of the retired
or resigned employees/ the average number of employ-
ees at the beginning and the end of 2016

2. Retired/resigned employees do not include contract em-
ployees who have been promoted to formal employees
and employees who have transferred to subsidiaries.

TAIWAN FERTILIZER CO., LTD



Competitive Remuneration System

In order to retain the best talents, we provide a compet-
itive remuneration system at TFC. Therefore, we amended
TFC's “Employees’ Payroll Management Approaches” and
newly appointed personnel can enjoy more flexible salary
adjustment system. Meanwhile, the cap for salary raise at
the same position or for promotion is also increased so that
basic-level employees who have a good performance can
get more incentives. The starting salaries of the basic-level
employees of TFC are higher than the standard domestic
basic monthly salary of NT $ 20,008 dollars.

Position Standard Salary Level

The standard salary is about
1.20 times the domestic basic
monthly salary

Technician and clerk

The standard salary is about
1.71 times the domestic basic
monthly salary

Assistant engineer
and assistant clerk

The salary of the basic-
level employees of TFC

40,000 1.71 times

£0.008 1.2 times

20,000

0

Domestic basic salary Technicians of TFC

Assistant engineers of TFC
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Performance Appraisal System

We carry out the appraisal system for all TFC employ-
ees, and the results of the performance appraisals will
be the basis for bonuses. Performance bonuses will be
allocated on a quarterly basis based on performance as-
sessment results of each unit, while year-end bonuses will
be allocated every year based on the TFC operating per-
formance reported to the BOD. Personal performance bo-
nuses and year-end bonuses are approved and given based
on assessment results of personal job responsibilities and
contributions. In addition, individual assessment results are
provided as the basis for salary adjustment, promotion and

career development planning.

Supervisors
Develop conduct
objectives preliminary
of annual appraisals based
performance on performances
items and the abilities
in all aspects
) Announce
{Appra‘lsal results of
LAl performance
appraisals
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Pay Equity

Our human resources policy puts emphasis on gender
equality, the implementation of equal remuneration for
women and men and the establishment of a friendly and
equal working environment. The salary of TFC includes
base salary, additional pay for managers/directors and
meal allowances. The salary will be given according to the
approved positions and personal experience, professional
skills, seniority, ability, workload and work performance
and be adjusted with the changes of jobs regardless of
gender differences.

Our standard starting salary for men and women is the
same. The ratio of the overall average salary gap between
men and women is less than 1%, TFC shows no wage gap
between women and men.

The following table shows the gender statistics of the

average salary of employees at all ranks.

The gender statistics of the
average salary of employees at all ranks

Position Female Male

Vice president and above = 1
Top-level executives (Director, 11251 1
associate vice president) ’

Mid-level managers 0.9967 1
(Supervisor) ’

Primary supervisor

(Section chief) 0.9544 |
General employees 1.0438 1

Notes:

1.The table is presented in multiples; the scope of informa-
tion analyzed is within Taiwan

2.The vice president and above position holders of the
company in 2016 are all males

3.The salary of TFC includes base salary, meal allowances
and additional pay for managers/directors
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Gender Ratio of Managers

The managers in the Company totaled 118, accounting for 17.40% of the total number of employees.

There are 107 male managers, accounting for 90.68% and 11 female managers, accounting for 9.32 % of No. of
all employees. The proportion of female managers in 2016 is comparable to that of 2015. The Company em- No. of per?;ns
q o WI
ploys talents regardless of gender. Unit employees T
that should
be hired
. . Keelung
The Analysis of Gender of Managers in 2016 12 0
Factory
: Male Female Total Hsinchu ; 0
tem
No. Percentage No. Percentage No. Percentage Factory
Huali
Managers 5 4.24% 0 0.00% 5 4.24% vaten 18 o
Senior executives 14 11.86% 4 3.39% 18 15.25% Fa‘?torly
Chiefs and lower 88 74.58% 7 5.93% 95 80.51% Miaoli 5 1
Total 107 90.68% 11 9.32% 118 100% Sl
Taichung
Note : Factory 329 3
1.Managers include the President and Vice President mm—
ea
2.Senior executives include mid-level executives and above ofn 231 2
. . . . . . . Ice
3.Chiefs and lower include basic-level managers, such as supervisors, directors, section chiefs and foremen
i Total 681 6
at different levels

Providing job opportunities surpassing law
requirement to people with disabilities

In accordance with “Physically and Mentally Dis-
abled Citizens Protection Act”, TFC should employ
six persons with disabilities. By the end of 2016, the
number of actual employment is 10 persons with dis-
abilities, far above the regulatory requirement.

Demographics of Employment of
Persons with Disabilities in 2016

No. of
actual
employment
of persons
with
disabilities

10
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The Welfare of TFC

We include the benefits in the internal regulations. We develop a full range of employees’ welfare system and
activities based on the concept of “One Big TFC Family” and provide employees quality and caring welfare activi-

ties through the establishment of Employee Welfare Association.

Birthday
bonuses

Provide employees
birthday bonuses
through Employee
Welfare Associa-
tion

Scholarships
Provide scholar-
ships to encourage
employees and
their children for
further education
and learning

Uniforms

Issue staff uniforms
every 2 years

Club activities

TFC has 14 clubs which
flourish with rich and di-
verse activities, such as
sports, health and edu-
cational activities. They
provide employees the
opportunity to cultivate
interests and also their
mind

Nursing rooms
In response to the
government policy to
encourage fertility, the
Company has set up
nursing rooms, provid-
ing parenting female
employees comfortable
breast-feeding places

Issue retirement
cards

Issue retirement cards
to retired employees so
that they can buy relat-
ed products and enjoy
the discount

Corporate Social Responsibility Report’i

Employees’
discount

The health and care prod-
ucts of TFC’s subsidiaries
are provided with an “em-
ployees’ discount” for our
employees in order for
the maintenance of their
health

Childbirth

allowances

In order to continuously
respond to the government
policy to enhance fertility,
employees will be given
childbirth allowance of
NT20,000 dollars per baby

Employees travel
Employee Welfare Associ-
ation will organize annual
employees travels to help
enrich employees’ mind,
broaden their horizons and
enhance their interpersonal
communication

Recognition

events

Hold the recognition events
for outstanding practi-
tioners and employees of
the year, arrange incentive
trips and distribute a sou-
venir to each employee on
Labor Day

Special contract partners
TFC has signed a special agreement with special con-
tract partners through the Employee Welfare Associa-
tion, providing serving and retired employees exclusive
TFC business discount on food, clothing, housing, trans-
portation, education and entertainment
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Retirement benefits

The number of employees applying for the new system was 449,
and that applying for the old system was 232. Compared with 2015,
the proportion of employees applying for the new system increased
slightly by 3.49%, mainly because the employees retired in 2016
mostly applied for the old system while the new employees in 2016
applied for the new system.

Distribution of Employees Applying for
New and Old Systems in 2016

Old system Old system
New system 34.06% ..
232 65.93%
449

® The Pension Fund Management of Employees Applying
for the Old System

TFC contributes the pension fund for the old system in accor-
dance with the Labor Standard Act, and 9% of the total monthly
salary of the employees is contributed to the laborers’ pension fund
accounts in Bank of Taiwan. The Labor Pension Fund Supervisory
Committee has been set up in accordance with Regulations of Em-
ployees Retirement, Compensation and Severance, which holds a
quarterly meeting and conducts supervision and management of
the old-system pension funds. Besides, it also requires professional
accounting advisers to calculate and prepare enough reserves ev-
ery year. By the end of 2016, the fair value of the planned assets
was NTD 447,829 thousand dollars, and the amount recognized was
NTD 35,130 thousand dollars. The amount of insufficient contribu-
tion was set out in the accrued pension liabilities. The net defined
benefit liability was NTD 94,353 thousand dollars.

® The Pension Fund Management of Employees Applying

for the New System

Since the enforcement of the Labor Pension Act in 1 July 2005,
the Company has provided 6% of monthly salary to individual pen-
sion accounts for employees applicable to the Act. By the end of
2016, the amount recognized was NTD 20,555 thousand dollars.



Comprehensive Personnel Training System

Fostering talents and providing systematic training are the main strategies of the Company’s manpower management.
We systematically implement the annual staff education and training through a strategic approach.

Our employees are divided into four categories: new employees, general employees, management level and executive
level, and all levels are given specific training courses. Different categories of employees will receive different courses,
such as courses for core functions, professional functions, management functions and self-development to gradually de-
velop all kinds of functions.

Management
functions for The functional training for executives and potential talents was held in June and Decem-
executives and ber in 2016 respectively

potential talents

In order to enhance the employees’ ability and efficiency, the company held “Effi-

cient Execution and Time Management” in April 2016, “Briefing Design Training” in Core function
August and "Risk Assessment and Management Course ” in December, which made courses
hits with a total of 180 participants enrolled

The training of strengthening the crisis management is held for the first-line business

. personnel; greenhouse gas inventory training is held for quality control personnel to
Professional

functional
training

share new information of inventory; professional managers are invited to share trade
experience with trade personnel; the practice sharing in the industry is held for land de-
velopment, so that professional staff in various fields can combine them with the practi-
cal operations and make contributions to TFC

Employees will be invited occasionally to share the experience after taking the ex-

ternal professional courses and exchange and discuss the expertise and practical Exp;‘erlénce
experience with the executives and also their colleagues sharing
Health o ; ; o ; ;
promotion Physicians or experts in health related industry are invited to organize physical and
lectures and mental health promotion lectures to remind colleagues to pay attention to their own and
their family’s health status. Besides, building elevator safety advocacy, AED and CPR
personal safety ,
s teaching courses are also held
activities

After the introduction of knowledge management system, knowledge management Deepening the

and the competitions of practical operation are continuously held to effectively es- knowledge
tablish learning organizations management
system
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The number of training hours of education and training
amounted 9,501 hours in 2016 and the number of average
training hours was 13.96 hours. The average number of

training hours for male employees was 13.66 hours while

that of female employees was 15.16 hours.

The number of training hours of
education and training of employees

in 2016
Managers Executives
Item
Male Female* ~ Male Female
Number 5 1 102 11
The total
f
numberof .. o 5085 3365
training
hours (hr)
The average
training
hours per 76 5 204 30.6
person (hr)

General
employees

Male Female

442 121
53775 1,659
12.2 13.7

Note: Our female president who was transferred to the
subsidiary as the chairperson in June 2016. The re-
cord of her training is still included in this table
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Reinstatement and retention rate after
parental leave

The number of employees who applied for pa-
rental leave without pay in 2015 was 2 (3 applied for
parental leave without pay in 2016). Currently 2 are
reinstated and they have stayed for more than 12
months. Both reinstatement rate and retention rate
after parental leave reached 100% in 2016.

6.1.2 Good Labor/Management Relations

TFC not only has diverse and smooth commu-
nication channels but also established a number of
trade unions to enable the labors to fully express
their views and fight for their interests.

TFC's statistics of parental leave without pay during 2015-2016

Item Male Female Total
(1) The number of employees eligible to apply for parental leave without pay in 2016 66 22 88
(2) The number of employees who actually applied for parental leave without pay in 0 3 3
2016
(8)The number of employees who were expected to be reinstated after parental ’ 4 5
leave without pay in 2016
(4) The number of employees who were actually reinstated in 2016 1 4 5
(5) The number of employees who were actually reinstated in 2015 0 2 2
(6) The number of employees who were actually reinstated in 2015 and had been 0 5 5
reinstated for 12 months by 2016
Reinstatement rate =(4)/(3) 100% 100% 100%
Retention rate =(6)/(5) 100% 100% 100%
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Smooth Communication Channels

We have set “Points of the Implementation of
Labor Relations Forum” . Every year, the President
leads the top-level executives and convenes the
labor forum to communicate with the labor repre-
sentatives from trade unions together about major
labor-management issues. Following the meeting dis-
cussing the arrangement for human resources after
the shutdown of three factories in 2014 and 2015,
the Labor Relations Forum was adjusted and turned
into communication and coordination meetings in
each factory.

The labors’ comments and suggestions can be
conveyed and expressed in the regular trade union
member representative assembly, directors and
supervisors meetings and the joint meetings of the
chiefs. The Company will reply formally in written
forms and start working on the improvement.



Method of

communication

Labor Relations
Forum

Labor-
Management
Meeting

Trade Union
Member
Representative
Assembly

Trade
Union Council
Meeting

Joint Meetings
of the Chiefs

Frequency

Once/
annually

Once/
Quarterly

Once/
annually

Once/
Quarterly

Once/
Quarterly

Important issues

® Discussions on the arrangement of
human resources after the shut-
down of three factories

® Business overview and exchanges

® Discussions on employee benefits
and other related matters

® Suggestions for employee education
and training courses

® Resolution of the annual settled
account of the previous year

® Resolution of annual work calcula-
tion

® Resolution of budget for Revenues
and Expenditures

® Revision of the Trade Union Con-

stitution

® 2016 Model labor selection and
consideration

® Deliberation of re-election of union
representatives

® Request for TFC to review the im-
provement measures of penalties
of labor inspection

® Negotiate overtime and legal mech-
anism of overtime pay with the
company

® To ask the company to amend the
overtime payment mechanism

® To advise the company to develop
a mechanism to inform retired col-
leagues of retirement conditions

® Matters concerning the election of
the chiefs in 2016
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Trade Union

Pursuant to the provisions in Labor Union Act, the Enforcement Rules of Labor Union Act
and Civil Organization Act, the employees of TFC spontaneously set up three unions. All em-
ployees (including contract employees) are all members of the trade unions.

Time of

Members
establishment

Name of trade union

Taiwan Fertilizer Corporation Trade

Union (hereinafter referred to as the Dec;grgg Elrs The employees working at the Head Office
Trade Union)

Taiwan Fertilizer Industry Trade . L

) . The employees in Miaoli Factory and
Unions (hereinafter referred to as the July,1961 plovees Y

i~ ) Hualien Factory
Fertilizer Industry Trade Union)
Taiwan Fertilizer Corporation
VLRI [REGCRY VeSS Hialeln July, 2015 The employees in the Taichung Factory

(hereinafter referred to as the
Taichung Factory Trade Union)

Legalization of Employees’ Rights

In accordance with the Collective Agreement Law, the Trade Union signs a collective
agreement with TFC. On March 19, 2015, the chairman of the TFC trade union and the
employer representative of TFC signed a collective agreement which was submitted to the
Department of Labor, Taipei City Government for future reference. The ratio of employees
in the Head Office being protected by the collective agreement reaches 100%.This collective
agreement contains provisions in the aspects of the working hours, vacation, pay and benefits,
working conditions, health and safety, recruitment, retirement and industrial health and safety.
There are 4 Articles concerning health and safety in the agreement, accounting for 13% of the
30 articles in this agreement.
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Communication about Significant Operation-
al Change

The Company’s changes in operations may
have the impact on the employees. Therefore, ac-
cording to the “Labor Standards Act” and other rel-
evant laws and regulations, the Company must give
a prior notice to the employees before the termina-
tion of the labor contract. The relevant regulations
are listed in the collective agreement.

In 2005, the Company published the informa-
tion on the major operation changes of “relocation
of factories to Taichung Harbor”.In order to take
care of the impacted employees, we have been con-
ducting employee communication meetings, willing-
ness survey on job transfer and related supporting
measures since 2008. TFC fully communicated with
the impacted employees. In addition, TFC also com-
pleted the overall adjustment of manpower and pro-
vided preferential retirement projects.

Hsinchu Factory and Kaohsiung Factory were
shut down one after another during 2014 and 2015
while Keelung Factory completed the shutdown and
acted as a backup production in 2016. We actively
assist the impacted employees with their next stage
of career or career planning. First, through the man-
power allocation and the re-adjustment of rear per-
sonnel, some of the employees are able to continue
their work at the same factories. In addition, internal
work matchmaking has been conducted through sur-
veys, briefings and interviews, and those who have
the willingness and competence for new positions
are arranged to work in the Head Office or other
factories while preferential retirement projects are
also provided for the employees to choose from in
order to fully protect their labor rights.

Corporate Social Responsibility Report\I

Item

Hsinchu
Factory

Kaohsiung
Factory

Keelung
Factory

The description of re-adjustment of rear personnel after the three factories were
shut down in 2016

There were a total of 7 rear personnel in Hsinchu Factory, among which 1 person
was retired and the remaining six were transferred to Miaoli Factory

®The first “interview session for the redeployment of rear personnel” in Kaohsiung
Factory was held on April 27, 2016

®The second “interview session for the redeployment of rear personnel” in
Kaohsiung Factory was held May 9, 2016

®There were a total of 25 rear personnel in Kaohsiung Factory, among which 8
applied for preferential retirement or resignation, 12 were transferred to Miaoli
Factory, 2 were transferred to the Research and Development Department, 2
were transferred to Hualian Factory and one was transferred to Taichung Factory

®Keelung Factory was shut down on May 1, 2016, leaving a total of 13 people. The
factory acted as backup production factory for Taichung Factory

®The employees of Keelung Factory are expected to stay until July 31, 2017. After
the date, the manpower adjustment will following the communication measures of
the Hsinchu Factory and Kaohsiung Factory

Table of 2014-2016 manpower redeployment in three Factories

Transferring
Unit
Factory
Keelung
Factory
Hsinchu
Factory
Kaohsiung
Factory

Total

Left Manpower Taichung Factory Miaoli Factory Head Office  Retire ment  Total
13 4 1 - 15 33
6 - 19 1 37 63
8il 22 2 5 35 95
50 26 22 6 87 191
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6.1.3 Occupational Safety and Health

TFC sets up a safety and health unit and sets
a full budget to implement safety and health work
through the establishment of a sound occupational
safety and health policies and systems.

Safety and Health Policy and Objectives
Our safety and health policies aim at “job secu-

rity and zero disaster” and we strive to achieve the
goal.

Providing a safe and healthful workplace is
the responsibility of managers at all levels.

Follow safety and health-related regulatory
requirements, and strengthen automatic
inspection and industrial safety check.

Implement autonomous safety and health
management system, and continue to en-
hance performances of safety and health.

Implement risk assessment and standard
operating procedures, and identify and
eliminate potential hazards.

Implement safety and health awareness
training and exercises to strengthen the
security awareness and response capabili-
ties.

Strengthen safety management of con-
tractors to ensure safe construction oper-
ations.
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TFC's safety and health goals

Short-term goal (2016~2020)

Our goals:

Injury rate (IR)=0

® Lost day rate (LDR)=0

® Occupational diseases rate (ODR)=0

® Emergency response drills > 10 times

® Environmental, health and safety inspections >20 times*
® More than 4 health promotion activities / year

Note: To follow shutdown schedules of Keelung, Hsinchu and

inspections was revised to 20 times

The Operation of Safety and Health Organization

TFC has developed “Guidelines on Industrial
Safety and Health Management” . Industrial Health
and Safety Department has been set up at the Head
Office, which is dedicated to promoting the compa-
ny’s safety and health management system, assisting
the production factories in establishing environmen-
tal and occupational safety and health management
system and carrying out industrial safety inspections

Occupational Safety and
Health Committee

Medium- and long-term goal (2020~2030)

® Aiming at excellent safety and health perfor-
mance of zero disasters and accidents

® The frequency of the safety and health man-
agement activities is expected to increase
by 5%

Kaohsiung factories, the target value of health and safety

and counseling. In addition, the Environmental Safe-
ty Unit has been set up in each production plant of
TFC, responsible for the affairs regarding industrial
safety, health and environmental protection of each
plant.

Chairman
|
President
Industrial Safety and
! Environmental Protection

Vice President Briefing
I
I I I
: Industrial Safet
Ocoupational Safety Factories Y SIS
. and Health Department and offices
and Health Committee ——
| | |
Industrial Safety Division/Industrial Divisions/Sections Industrial Divisions

Safety and Environmental Protection
Office
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Safety Division
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Occupational Safety and Health Committee

We have set up “Occupational Safety and Health
Committee” composed of the employer and employ-
ees. The president or the factory director is appoint-
ed as the chairperson. To enhance the participation
of the labors, Guidelines on Establishing the Occu-
pational Safety and Health Committee of the Head
Office was revised in 2016. The number of the labor
representatives increased from 3 to 4. Although the
number of workers in Miaoli Factory is less than 100
people, we still established Occupational Safety and
Health Committee, which is superior to the laws and
regulations. The meeting is held every three months,
and the main responsibilities are to give advice re-
garding safety and health policies developed by the
Company and to review, coordinate and advise safe-
ty and health related matters.

To manage and track the progress of the indus-
trial safety and health tasks, Industrial Safety and
Health Department will convene regular meetings
of “Industrial Safety and Environmental Protection
Briefing” every two months, which is chaired by the
president. The members include the directors of the

Corporate Social Responsibility Report\l

factories, the supervisors of environmental safety
units and maintenance units. Environmental safety
and maintenance related work will be reported, the

The Percentage of Members of the
Occupational Safety and Health
Committee of the Head Office in 2016

Occupational Safety No. of

and Health Committee members Percentage
Labor representatives 4 40%
Employer representatives 6 60%
Total 10 100%

The Percentage of Members of the
Occupational Safety and Health
Committee of Taichung Factory in 2016

Occupational Safety No. of

and Health Committee members Eeicentage
Labor representatives 8 30%
Employer representatives 16 70%
Total 24 100%

The Percentage of Members of the
Occupational Safety and Health
Committee of Miaoli Factory in 2016

Occupational Saf'ety No. of Percentage
and Health Committee members
Labor representatives 3 30%
Employer representatives 6 70%
Total 9 100%
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information of decrees and other related cases of
occupational injury will be advocated and advice re-
lated to safety, health and environmental protection
will be given and reviewed in the meeting.

International and Domestic Safety and Health
Management System Certification (OHSAS
18001/ CNS 15506)

Taichung and Miaoli Factories have both obtained
OHSAS 18001 and CNS 15506 Occupational Safety
and Health Management System Certification.

=B el =y g .

Taichung Factory
OHSAS 18001/
CNS 15506

Miaoli Factory
OHSAS 18001

Miaoli Factory
CNS 15506

The Promotion of 6S Activities

With the spirit of continuous improvement, the
Head Office and the factories are actively promoting
the 6S assessment activities to enable employees to
improve their sanitation through assessment and to
create a comfortable and safe workplace for them-
selves.



Publication of Industrial
Safety Newsletter

TFC has issued Industri-
al Safety Newsletter every
month since 2016. The is-
sues concerning industrial
safety will be discussed in
detail in each issue of the
newsletter. With the texts
and case description, the
employees are taught to
understand the correct concept of industrial safety
and important industrial safety policies or measures
are also conveyed to our employees. We hope to
achieve the purpose of industrial safety education
immediately by the newsletter so that industrial
safety awareness can turn into the company’s core
business value.

Plant Safety and Health Management

TFC has established a sound safety and environ-
mental system and constantly improves the safety
and health work, aiming at the goal of “Zero Disas-
ter, Zero Harm” to provide employees a safe and
healthy workplace.

®Establishment of a safety and health manage-
ment system

The Company has established sound safety
and health management regulations and system.
In 2016, the “Key Points Governing Non-Smoking
Management” was established. The factory will be
completely free from smoking for maintenance of a
healthy working environment and factory safety ex-
cept designated areas.

e To strengthen the implementation of self-
inspection of production plants

We strengthen the implementation of self-inspec-
tion in the production plants to ensure the safe use
of equipment. In addition, we require employees
to wear the necessary protective equioment in ac-
cordance with regulations to avoid injury or harm
at work. The company regularly monitors the staff
working environment to ensure that the working en-
vironment is safe and secure.

® Mutual inspections among units

6S / TPM assessment activities are carried out in
each factory by the Head Office every two months.
The factories that are not arranged for the assess-
ment will serve as the inspectors. By the mutual
check of all the factories, the advantages of each
plant can be learned and potential hazards can be
discovered.

e To regularly organize safety and health ed-
ucation training and disaster prevention &
rescue exercises

In 2016, 823 participants attended the safety
and health education training, disaster prevention &
rescue exercises and external training. There was
only 1 industrial injury of TFC in 2016. Compared to

2015, the total number of industrial injury reduced

by 2.

Industrial Injuries Statistics of TFC

Industrial
. 2014 2015 2016
Injury/ Year
Contractors 1 0 0
TFC employees 0 3 1
The total number of 1 3 ’

industrial injuries
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Description of Industrial Injuries

Number
of case

Incident
description

Improvement

and Improvement

Only 1 industrial injury occurred in
2016

An employee accidentally fell from the
stairs when using the stairs

® All units have been requested to
strengthen the inspection of the
safety of the passageways and
stairs

® The employees are strictly prohibited
from playing and answering the cell
phone when using the stairs and they
should pay attention to the steps

® The education and training and ad-
vocated are organized to strengthen
the safety awareness of employees
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TFC's EHS Performance

In order to implement safety and health manage-
ment, Industrial Safety and Health Department has
set annual target values as performance indicators.
The Company’s EHS performance indicators in 2016
all meet the set target values.

EHS Performance in 2016

| Throughout ~ Miaoli Taichung
tem
TFC Factory Factory
Injury rate(IR) 0.17 0 0.32
Lost day rate (LDR) 11.22 0 20.68
Occupational diseases rate
0 0 0
(ODR)
Injury deaths 0 0 0

Note:

*1.Injury rate (IR) = (total disabling injuries / total working
hours) x 200,000

*2.Lost day rate (LDR) = (total lost days / total working
hours) x 200,000

*3.0Occupational diseases rate = (total occupational diseas-
es / total working hours) x 200,000

*4 Traffic accidents are not included in the statistics

Health and Safety Management for Contrac-
tors

We have developed “Guidelines for Management
of Safety and Health for a Variety of Engineering
and Operations Contractors”™ and required the
guidelines to be incorporated into the “Tender No-
tice” and “Service Agreement” of the project as
a basis for the implementation of the management
operations. To ensure the safety of the contractors,
“Health and Safety Code for contractors’ construc-
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tion” has been developed in the above-mentioned
guidelines. Contractors shall apply for permission
of construction regarding the operations with the
higher risk, such as fire, high-elevated operations,
confined space and the overhaul of pipelines before
they start. There should be safety labels within the
area of construction to prevent misconduct from
causing industrial safety events.

As for various contractors, we hold regular con-
sultative organizational meetings to negotiate and
advocate the issues related to health and safety
management. Before contractors formally start
construction, they should accept health & safety
education and hazard notice training in our Industrial
Safety and Environmental Protection Department
and sign Work Safety Commitment for Contractors.
A total of 1,155 trainees from contractors participat-
ed in hazard notice training in 2016.

92

Contractors' EHS Performance in 2016
(Statistics between January and
Decemberin 2016)

T Throughout ~ Miaoli  Taichung

em TFC Factory Factory
Injury rate (IR) 0 0 0
Lost day rate (LDR) 0 0 0

(@) ti | di
ccupational diseases 5 9 a
rate (ODR)

Injury deaths 0 0 0

Note:

1.Injury rate (IR) = (total disabling injuries / total working
hours) x 200,000

2.Lost day rate (LDR) = (total lost days / total working
hours) x 200,000

3.0Occupational diseases rate = (total occupational diseas-
es / total working hours) x 200,000

4. Traffic accidents are not included in the statistics




Employee Health Management

We have developed “Guidelines for Employee Health
Management” in order to protect the physical and mental
health of employees and prevent occupational diseases.

We actively establish and understand the employees’
basic health information as a reference to the arrangement
of work and improvement of the working environment. All
employees accept the annual health check at our expense,
while dependents of employees can also enjoy the same
preferential prices and accept the health check at their
own expense. The frequency of health checks and tests
are far superior to the laws and regulations.

The special health check will be conducted annually
for employees who work in the workplace with noise or
dust. The working environments would be monitored on a
regular basis and the operators on site shall wear personal
protective equipment as proclaimed. If employees of the
third level and above are diagnosed with diseases in the
special health check, professional medical specialists will
be required to carry out health tracking check. We will con-
duct work site assessment if necessary and provide health
management information like health counseling and health
education. No employees reported any occupational diseas-
es in 2016. The Company’s absence rate (AR) in 2016 was
0.35%. (Note: absence rate = the hours of sick leave and
injury leave / total working hours)
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At the regular health check

2016 Statistics of Absence Rate (AR)

conducted for the employees at

. T°;a' T"It""' sick T°t|a' Tty the Head Office in 2016, we also
Factory attendance eave eave asked the Health Service Center
(hours) (hours) (hours) ) o

in Zhongshan District to send the
Hualian 28,767 107 0 . ) Pap smear car to our company to
Miaoli 153,083 66 0 check for our female employees
. fi f ch . At th time,
Taichung 628,636 2,448 520 ree or cnarge © same time
the female employees from other
Head Office 348,311 1,398 0 companies in the same office
Total 1,158,797 4,019 520 building were also welcome to re-
A ceive the health check. The cam-

Absence 0.39% . - il )
aign o ree influenza vaccina-

Rate(AR) Nt Paig

tion for employees aged 50 years

old and above” was also held in

Labor Health Protection Rules November. The event was also

open to other employees working

Gas Frequency IFCPractices in the same office building.
® We provide in-service
65 years old workers health checks
Once a year
and above once a year regardless

of the age level, which
is superior to the laws

40~65 years  Once every and regulations

old 3 years ®The special health
check will be conducted

annually for employees

Under 40 Once every who work in the work-
vears old 5 years place with special health

hazards

Free influenza vaccination for employees aged 50 years

old and above
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Health Promotion Activities

We have organized 7 health promotion activities such as CPR and AED operation training, tobacco control and health
lectures. There were a total of 373 participants with 746 training hours in total.

The Company plans to use the “Calorie consumption mark” and the incentive slogan at the staircase to encourage the
employees to use the stairs so as to indirectly reduce the times of using elevators for energy saving and carbon reduction.

Photos taken at health promotion activities in 2016
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TFC Group and the TFC Foundation have been dedicated to the social welfare activities for many years
and spared no effort to take care of domestic farmers and vulnerable groups. In order to make the resourc-
es more efficient and expand the effectiveness and influence, we use our own core competencies to system-
atically carry out a series of social participation activities in the agricultural field in an innovative and profes-
sional way.

Material aspect >>> Local Community

DMA (Disclosure on Management Approach)

Commitment

We continuously get in-
volved in public welfare
business to make use
of our influence for so-
cial care

Strategy

To get involved in so-
cial welfare business
with our core values
and innovation capa-
bilities to fulfill our
commitment to social
care

Target

To make use of the re-
sources in the Group in
an efficient way so as
to enhance the synergy
and influence
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Resources

TFC makes long-term
investment in human
resources and materi-
als to promote various
social care plans
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Action

Continue the involvement in public wel-
fare business with the strength and re-
sources of the Group along with social
enterprises

To realize the purpose of the establish-
ment of the Taiwan Fertilizer Foundation
to take care of the farmers and disad-
vantaged groups in Taiwan

To organize advocacy education for
farmers to promote the concept of ratio-
nalization of fertilization

TAIWAN FERTILIZER CO., LTD



6.2.1 Care and Love that Never Stop

TFC has supported the public welfare and prop-
erly taken care of farmers and vulnerable groups in
a systematic way for years. TFC Foundation was
set up on July 24, 2007. The Foundation not only
encourages various academic and artistic activities
related to agriculture but also provides bonuses for
research and development of fertilizers. In addition,
we cooperate with the community to share the re-
sults with the society.

Corporate Social Responsibility Repor‘t\l

Social Participation of TFC Group and TFC Foundation

In 2016, the total donation and participation in public welfare undertakings of TFC Group and TFC Foun-
dation totaled 25 cases, with a total amount of investment of NTD 9,534,852. Among them, “Sports Promo-
tion” accounted for the largest amount of investment in 2016. This is because that TFC sponsored the deep
ocean water based health products developed by TFC Group to the National Training Center for the training
of Olympic athletes to support national sports development.

TFC donations in 2016

i No. of Ratio in Amount Amount
cases all cases (NTD) Ratio
Donation to
L 9 60.00% 3,608,150 46.41%
charities
e 1 6.67% 30,000 0.39%
construction
Goneern for the 2 13.33% 70,000 0.90%
disadvantages
Arts promotion 1 6.67% 100,000 1.29%
SIS 2 13.33% 3,966,400  51.02%
promotion
Total 15 100.00% 7,774,550 100.00%

2016 TFC Foundation donations

[tem No. of Ratio in Amount Amount
cases all cases (NTD) Ratio
Care for the
disadvantaged 2 20.00% 160,452 9.12%
groups
Care for the 4 40.00% 996,950 56.64%
farmers
RIS 4 40.00% 602,900 34.25%
construction
Total 10 100.00% 1,760,302 100.00%
96



Putting ourselves in others' shoes--Helping farmers in Chungpu Township,
Chiayi County to rebuild the wind-resistant loofah shed

When Typhoon Megi hit Taiwan on September 27, 2016, the loofah in Chungpu Township, Chiayi
County which was about to harvest was seriously damaged by the strong wind and heavy rain. TFC
took the initiative to assist the farmers to rebuild the wind-resistant loofah shed so that farmers could
speed up the reconstruction work and return to normal life.

97

Chapter 6
Care and Concern

TFC advocates child protection issues- sup-
porting [Housing & Homeless Shelters in
Hualian City 428! Yes, Children Protection!
Parent-child Hiking Activity]

TFC Group has responded to 428 Children Protection
Activity held by Housing & Homeless Shelters in Hualian
City for two consecutive years. The “428! YES Children
Protection” walking activity was held in the Deep Water
Park operated by TFC Group. Hundreds of Hualien resi-
dents wearing red T-shirts participated in the hiking activi-
ty with their children and together swore the “Convention
on the Rights of the Child” to let children know how to
share their love and happiness with their words and deeds.
Some games were also arranged in the activity so that
children could understand the meaning of activity through
the games. Besides, children protection funds were also
raised to speak out for children protection.

TFC spared no effort to not only provide their own
Deep Water Park operated by TFC Group as a venue, but
also offer deep water and seaweed popcorn produced by
the subsidiary for the public as nutritional supplements.
In addition, our employees also acted as volunteers in the
activity.

TFC provided Hualien Factory The adults and children learned
as a venue of the activity how to care for abused children
in the game
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TFC was awarded certif-
icate of appreciation by
Housing & Homeless Shel-
ters in Hualian City

A

R 7O & A E B

Participants all wear red T-shirts to take an oath for the protection of children’s rights

TFC will turn its heart that loves the land, nature and human beings into
the driving force of sustainable management, hoping to instill more humanistic

TFC provided the Deep Water free of charge for the people participating atmosphere with healthy and beautiful cultural elements into this beautiful
in the activity to quench their thirst island
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Promoting Friendly Farming and
Supporting Food and Agricultural
Education

To cultivate the local agriculture, TFC Founda-
tion supports the promotion of food and agricultural
education. We purchased non-toxic rice cultivated
by environmentally friendly farming from a young
farmer, Miss Wu, Jia-Ling, in Yilan County and then
donated it as lunch to Shen-Gou Elementary School
in Yilan County and Puhe Elementary School in Hsin-
chu County, two schools actively promoting food
and agricultural education on the campus.

In addition, TFC Foundation organized the “2016
Good Agriculture and Food Promotion” on No-
vember 22, 2016 and invited Miss Wu Jia Ling and
the principal of Shen-Gou Elementary School, Mr.
Huang, Zeng-Chuan to the Head Office to share the
experience of working in the field of agriculture and
promoting food and agricultural education and to
share their experience witnessing the profound mu-

F

Miss Wu, Jia-Ling shared the experience of environmentally
friendly farming practices.
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tual influence between people and the environment
with employees in TFC. Environmentally friendly
farming products samples were also provided.

Through practical sharing and experiencing activi-
ties, our employees’ awareness and knowledge of
environmentally friendly farming was strengthened.

o 1AM

|I

A S Y

The principal of Shen-Gou Elementary School, Mr. Huang,
Zeng-Chuan shared the experience of promoting food and
agricultural education.

s B i W-.-y:r';" e B = M
Group photo of Mr. Kang, Hsin-Hong, Chairman of TFC
(third from the left), Mr. Chen, Chi-Chung , Deputy
Minister of Council of Agriculture (fifth from the left, also
the director of TFC), Mr. Huang, Yao-Xing , President of
TFC (third from the right) and Miss Wu, Jia-Ling, the young
farmer.
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6.2.2 Rationalization of Fertilization and
Green Fertilizer Promotion Education

Since 1955, TFC has invested a lot of manpower
and resources in rationalization of fertilization ed-
ucation in agricultural towns nationwide. In recent
years, the Company has introduced a variety of
green fertilizers with the R&D concepts of “fertilizer
efficiency” , “soil maintenance” and “environmental
protection” . In addition to rationalization of fertil-
ization education, it has been promoted to farmers
by means of professional crop fertilizer cultivation
technology to assist our farmers in establishing the
correct fertilization concept and practices to achieve
the goal of sustainable agriculture in Taiwan.

More than one hundred sessions per year to
pass the core concept of rationalization of
fertilization

The so-called “rationalization of fertilization” is
to adjust the amount of fertilizer, items, fertilization
methods and fertilization time in accordance with
different cultivated land conditions and crop types.
In other words, it is “to apply right amount of fertil-
izer at the right time” .

For so many years, we have continuously visited
various agricultural villages and towns to promote
rationalization of fertilization and demonstrate the
correct method for fertilization. The farmers can
not only mitigate the damage to the soil environment
under the proper use of fertilizers, but also allow the
crops to completely absorb the nutrients and reduce
the damage by fertilizers. Therefore, farmers’ fertil-
izer costs can be reduced, reaching the goal of land
protection and cost reduction for farmers.

The Fertilizer Promotion Committee was estab-
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lished in 1955 to hold the fertilization sessions in
the agricultural villages and towns. We will con-
tinue to promote rationalization of fertilization
education through the sessions. It is currently
promoted by the Agricultural Promotion Office of
the Sales Department which holds more than one
hundred sessions per year.

In 2016, we held 292 sessions of workshops
on rationalization of fertilization and had demon-
stration plots in agricultural villages and towns in
Taiwan, with more than 10,000 farmers partici-
pated to achieve the goals to change fertilization
habits and to deepen the concept of rational
fertilization. This can not only improve efficiency
and reduce farmer fertilization costs, but also
take care of production and quality to make land
resources sustainable. In addition, consumers can
also enjoy food security, creating a win-win situa-
tion for all.
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Statistics of workshops on
rationalization of fertilization and
demonstration plots

Item Content 2014 2015 2016
Held
Rationalization workshops
on
of rationalization 15 147 292
Fertilization . sessions sessions sessions
Workshops . o.
fertilization na-
tionwide
Demonstration
) plots of paddy
Demonstration rice. melons
plots for ' o 34 44 107
L strawberries, . . .
rationalization ) sessions sessions sessions
L green onions
of fertilization
and
watermelons
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Providing services of testing the soil to help farmers better know the
land conditions

In addition to conveying the correct concept of fertilization, we send staff
to the farmland to provide services of testing the pH value in soil and the elec-
tric conductivity in the farmland and also provide test results and fertilizer use
recommendations, enabling the farmers to know the farmland soil conditions
better. In 2016, TFC conducted soil fertility testing for farmers at 144 loca-
tions in total.

Item Content 2014 2015 2016

Help farmers test the
Testing of pH value pH value and the elec-

and electric con- tric conductivity of the Jesiten Jestisd Jesisg
. ) . 113 130 144
ductivity of culti- cultivated land to serve ; . )
locations locations locations
vated land as a reference for the

amount of fertilizer use

Soil Fertility Test Items

Standard
Item Statement
Value
The high pH value in soil indicates the serious degree
H value pH value of acidification, and the crop absorption efficiency is
P 5.5-6.8 lower and the soil nutrient element is difficult to be
absorbed.
Electrical < 0.6 The value of electric conductivity is used to under-
Conductivity ms/cm stand the amount of residues of fertilizer in soil.
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Green Fertilizer Promotion

TFC has continued to introduce new green fertilizer products (such as “Hey
Won” nitrophosphate organic compound fertilizer series) in recent years while
the rationalization of fertilization education is also being conducted, green fertil-
izer being promoted so that farmers can choose eco-friendly green fertilizer with
high fertilizer efficiency, which enables low amount of fertilizer application and
also cost reduction in fertilization. In addition, it can enhance the vield and quality
of the crops for common sustainable development of Taiwan’s agriculture.
® Organic Fertilizer Materials Promotion

At present, there are six organic fertilizers which have passed organic agri-
culture reviews. At the same time, we have set up the “organic demonstration
farm” in Miaoli Factory. We build organic farming techniques by using organic
fertilizer farming technology and agricultural product quality management pro-
cess. In addition, we have a professional team for crop cultivation, which pro-
vides farmers with professional advisory services to support the development of
domestic organic agriculture.

i [

T SoTERe D TS
HMEN 54
R ¢ S
TG

L) BIRASEMFIS R E | j

= EHP s

=

® Microbial Fertilizer Promotion

TFC launched microbial fertilizer products of Taifer Biopower phosphate
solubilizing bacteria biofertilizer in 2015. They can turn unavailable phosphorus
in soil into available phosphorus and release accumulated phosphate for the
effective absorption of crops. We also promote microbial fertilizer products
to farmers through agricultural knowledge lectures and encourage farmers to
use them to enhance the crop yield and quality and to ensure the safety of ag-
ricultural products for promote people’s health.

® The Promotion of New Green Compound Fertilizer Products

We add a large amount of humic acid (peat) into the original Organic Com-
pound Fertilizer (Nitrophosphate Route). In addition to retaining its original
function, it will also increase the organic matters in the soil, increasing uptake
efficiency of the nutrients and reducing the loss of fertilizer in order to further
improve the soil physical properties, increase soil permeability and water reten-
tion and strengthen crop root growth.

|
i
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The Assessment of the Impact on TFC itself
and the Community

TFC has been committed to promoting the rationaliza-
tion of fertilization education for many years (including soil

Data of the Social Influence of the
Promotion of Rationalization of
Fertilization

Estimation of

X Effectiveness
Social Influence

The reduction in the application 10,749
amount of fertilizer * metric tons / year
The reduction in farmers’ 95,397,375
fertilizer expenditures dollars / year
99,965.7
The reduction in CO2 metric tons of
emissions
CO2 / year

Note:

1. The annual average value of the figure obtained from
the difference between the amou 1t of domestic applica-
tion of chemical fertilizer from 1990 to 2015 according
to statistics of COA multiplied by TFC’s market share of
the fertilizer market
The average value after the difference between the
amount of domestic chemical fertilizer from 1990 to
2015 according to statistics of Council of Agriculture
multiplied by the fertilizer market share of TFC

2.The cost of fertilizer is calculated based on the Compa-
ny’s largest sales volume of #1 Organic Compound Fer-
tilizer (Nitrophosphate), which is NTD 8,875 / metric tons

3.The fertilizer life cycle coefficient is 9.3 kg CO2 / kg
according to a study of fertilizer carbon footprint coeffi-
cient by Norwegian fertilizer producer Yara International

testing and green fertilizer promotion). We invest a lot of
human resources and costs every year and have obtained
good results. According to the statistics, a total of 1,168
people carried out promotional activities with the expen-
diture of NTD 2.66 million dollars in 2016. A total of 399
sessions of workshops on rationalization of fertilization and
demonstration plots were held.

After many years of efforts, the farmers can accept
the concept of the rationalization of fertilization and carry
it out. TFC conducted the analysis of chemical fertilizer
application rate of domestic farmers from 1990 to 2015.
The promotion of the rationalization of fertilization reduced
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the use of fertilizer by 10,749 metric tons / year. When
converted into fertilizer prices, it saved fertilizer costs of
NTD 95,397,375 dollars for the domestic farmers per year
while the CO2 emissions were reduced by 99,965.7 tons
relatively.

The promotion of rationalization of fertilization not only
helps farmers to establish the concept of correct fertiliza-
tion and reduce farmers’ fertilizer and labor costs, but also
increases production and enhances farmers’ income. We
strive to create the win-win situation among the environ-
ment, farmers and our management and pursue sustain-
able development with the society.

REzm

BEm
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TFC Organic Fertilizer and the CSR Project of Non-toxic
Rice Donation

Since August 2016, TFC has promoted the TFC
Organic Fertilizer and CSR Project of Non-toxic Rice
Donation with Taiwan Domi. Its purpose is to promote
social welfare with its own core value (organic fertilizer)
in order to achieve the benefits of caring for the
community. The project uses the concept of social
return on investment (SROI) to quantify the benefits
of investment. In addition to the promotion of organic
fertilizer, it is also a public welfare activity of social
care and environmental protection, which passes on
the original intention of the development of organic
fertilizer and organic farming to the organizations in
this project, including TFC, local small farmers, Taiwan
Domi, volunteer groups, social welfare agencies and
the non-toxic rice recipient families.

TFC helped a local farmer in Guantien, Mr. Hu, Yu-
Jian, try organic farming to grow non-toxic rice through
the matching by Taiwan Domi. During the counseling
process, in addition to organic materials, we also
provided a number of professional consultancy services
such as fertilizer characteristics, fertilizer management
technology and fertilizer. We also invited Dr. Chen,
Kun-Rong, a farm improvement doctor, to work as a
volunteer providing organic farming consulting services.
TFC also taught farmers to use microbial fertilizer
(Taifer Biopower phosphate) that not only improves
crop vield and quality but also takes care of the sail
protection and environmentally friendly environment.

According to the organic farming method, the rice

“Tainan 13" is planted in the farm of 0.1 hectare, with
a total output of 333 packs. A vacuum pack of non-toxic
rice weighs one kilogram. Among them, 160 packs were
donated to Kaohsiung City Lin Joulan Social Welfare
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Foundation for supporting 60 vulnerable families. The
Lin, Jou-Lan Social Welfare Foundation is a nonprofit
organization that cares for disadvantaged families.
It provides after-school care for children from poor
families, families with foreign spouses, grandparents-
children families and people with disabilities. In order
to convey the concept of the “environmentally friendly
environment” , four volunteers from the Industrial
Sustainable Development Center, National Cheng Kung
University and two teachers from Lin, Jou-Lan Social
Welfare Foundation jointly completed the project of the
agricultural organic and eco-friendly land. They passed
on the organic farming knowledge combined with the
concept of agricultural sustainable management to
70 future masters of the nation through the course
arrangement, Q&A and activities during the after-
school care period, hoping that they can affect their
family, friends and relatives to develop the concept
of agricultural sustainable development and expand
the impact. In addition to the positive impact on the
environment and social aspects, it led to the impact of
the economic aspect, including enhancing the image
of TFC and increasing the exposure of public welfare
activities of Taiwan Domi so as to obtain the full
benefits of corporate social responsibility.

By the end of March 2017, the total cost of
the investment in the “TFC Organic Fertilizer Rice
Donation Project” was NTD 84,457 dollars, bringing the
social impact of NTD 63,058 dollars, which is equal to a
value of 0.75 for social impact, meaning that when you
invest a dollar, it can create 0.75 times of the benefit.
In the future, we will continue to promote the core value
of the enterprise to implement social welfare. We will
quantify the social impact of corporate public welfare
with the SROI. As we continue to invest over time,
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more influence will be made. We see the positive impact
of the future from the recipient children. Only through
the multiple participation can we have a multiple social
influence to achieve the joyful result of “social common
prosperity”

A diagram of the concept of complex synergy of
TFC Organic Fertilizer and CSR project of Non-toxic
Rice Donation
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teaching provided
by Kaohsiung City
Lin Joulan Social
Welfare Foundation

The rice field (left) and the finished product of rice
“Tainan 13" (right)



( Special Column:

The Company upholds the belief of developing a
good relationship with the surrounding environment
and community. We are pursuing symbiosis with the
environment in the industrial use of land. We are
seeking an interactive model with the community in
the commercial and residential use of land. While
developing, TFC complies with all the laws and reg-
ulations and fully communicates with stakeholders
to reduce the impact of development on the environ-
ment and the community.

The Impact Assessment of TFC's Business
Units Reach 100%.

At the beginning of planning the industrial use of
the current production factories of Miaoli Factory
and Hualian Factory, public exhibitions and expla-
nation sessions were held in accordance with the
provisions. In addition, local residents or groups
also submitted written comments during the period
of exhibition in public, and after the approval from
the Urban Planning Commission, the industrial use
of the factories could then start. We conducted the
environmental impact identification when Taichung
Factory was constructed, including future expansion

of the factory. After the conservation measures
were drafted and the environmental impact assess-
ment (EIA) was submitted, we held public briefings
to collect comments from local residents and stake-
holders. The construction did not start until the EIA
was reviewed and approved by the Environmental
Impact Assessment Review Committee.

The percentage of the implementation of local
community engagement, impact assessment and de-
velopment plan of TFC’s business units reach 100%.

Start the development of old plants to reduce
impacts on communities

TFC is the leading domestic fertilizer production
plant, which used to have six production factories in
Taiwan. With the industrial transformation and urban
expansion and the “production value integration poli-
cy” , some factories have been closed. To reposition
the land use model, Property Management Develop-
ment and Real Estate Development Department are
responsible for real estate development. Since 2001,
the land activation development projects of the five
old factories (Nankang, Hsinchu, Kaohsiung, Hualien
and Keelung) have been promoted. With the develop-
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ment context and planning of the neighboring cities
and by listening to the local residents’ expectations
and opinions, the land use of the old factories is re-
positioned.

During the development process, the urban land-
scape is reshaped through an overall planning and
design that enables public facilities such as a green-
belt park and parking lots in urban space, improving
the urban environment and quality of life. Further-
more, business activities after development can also
boost the local economic development and create
local job opportunities. In addition, in the process
of land asset activation, we can share the benefits
brought by development with local residents, creat-
ing a win-win situation.

To prevent and mitigate the impact of the de-
velopment activity, we would draw up the business
and financial plan, the land consolidation plan, busi-
ness plan, development plan or EIA in accordance
with Urban Planning Law, Urban Space Rezoning
Enforcement Act and Environmental Impact Apprais-
al Law, and hold public hearings, seminars or public
exhibition for the communication with and engage-
ment of the local residents and stakeholders.
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Development
Region

Taipei
Old
Nankang Plant

Old Hsinchu
Factory

Old Kaohsiung
Factory

Old Hualien
Factory

Old Keelung
Factory

Development Project

This used to be our Nankang Plant. To cooperate with the government’s overall planning, it was changed into residential and commercial land
designated for the “Nankang Economic-Trade Park Project” . Currently, congregate housing, international tourist hotels and office buildings have
been gradually developed, and some fragmented land is also a part of the urban renewal

The original Hsinchu Factory is changed into commercial land designated for the “Hsinchu Science and Technology Business District” to cooper-
ate with the government’s overall plan. Hsinchu Factory completed the demolition operation in 2016, and currently it is under two phases of urban
land rezoning, and the reassigning in the first phase has been completed. It is scheduled to develop commercial office buildings, shopping centers
and congregate housing in the future. Hsinchu D7-A Building, TFC’s first commercial office building, will be completed in 2017

The original Kaohsiung Factory is changed into specific area designated for “Kaohsiung Multi-functional Commerce & Trade Park” . Kaohsiung
Factory completed the demolition operation in 2016. It will undergo urban land readjustment by Kaohsiung City and is scheduled to be developed
into commercial and office area in the future

The land development for Hualien Factory focuses on the “deep ocean water” industrial park. The services and functions include a tourism facto-
ry and the development of deep ocean water related industries

After the completion of Taichung Factory, Keelung Factory is scheduled to be decommissioned in 2017. For the short-term plan of the land plan-
ning, part of the land will be remained for the backup production according to fertilizer demand. For the medium- term and long-term plan, it de-
pends on the market condition and we will fight for the opportunity to change the land use into residential or commercial use from Keelung City
Government. In addition, the change of land use of the land on Dong Ming Road is ongoing as scheduled
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Chapter 6
Care and Concern

The following content was verified and assured by an impartial third-party, SGS Taiwan Ltd., and the results can be found in
the Assurance Statement in the Appendix of this Report.

Core

Comprehensive

Core
Core

Core
Core
Core

Core

Core
Core

Core

Core

Core

Core

Core

Core

G4-1

G4-2

G4-3

G4-4

G4-5
G4-6
G4-7

G4-8

G4-9
G4-10

G4-11

G4-12

G4-13

G4-14

G4-15

G4-16

Provide a statement from the most senior decision-maker of

the organization (such as CEO, chair, or equivalent senior position)

about the relevance of sustainability to the organization and the
organization’s strategy for addressing sustainability
Provide a description of key impacts, risks, and opportunities

Report the name of the organization
Report the primary brands, products, and services

Report the location of the organization’s headquarters
Report the number of countries where the organization operates
Report the nature of ownership and legal form

Report the markets served

Report the scale of the organization

The total number of employees

Report the percentage of total employees covered by collective
bargaining agreements

Describe the organization’s supply chain

Report any significant changes during the reporting period
regarding the organization’s size, structure, ownership, or its
supply chain. organization’s size, structure, ownership, or

its supply chain

Report whether and how the precautionary approach or principle is

addressed by the organization

List externally developed economic, environmental and social
charters, principles, or other initiatives to which the organization
subscribes or which it endorses

List memberships of associations (such as industry associations)
and national or international advocacy organizations in which the
organization
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Message from the Chairman

4.3 Risk Management

1.1  About TFC

1.8  Major Products and
Service Markets

1.1 About TFC

1.1 About TFC

1.1  About TFC

1.8  Major Products and
Service Markets

1.1  About TFC

6.1.1 Employee Care

6.1.2 Good Labor/
Management Relations

3.4.1 Supplier Management and
Procurement

6.1.2 Good Labor/
Management Relations

4.3 Risk Management

4.6 Support for and Compliance
with International Initiatives

1.2 External Organization
Participation

63

13
16

13
13
13

16

13
80

86

49

87

63

7

15
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External
Assurance

Category / Aspect | G4/Notes GRI Index Related CSR Report Section

3. IDENTIFIED MATERIAL ASPECTS AND BOUNDARIES
a.List all entities included in the organization’s consolidated
financial statements or equivalent documents
Core G417 b.Report whether any entity included in the organization’s 1.4 TFC Group Overview 17 \
consolidated financial statements or equivalent documents is
not covered by the report

a.Explain the process for defining the report content and the
Aspect Boundaries 2.2 Stakeholders and
G4-18 . — - : o ) 20 \%
b.Explain how the organization has implemented the Reporting Identification of Material Aspects
Principles for Defining Report Content

Core G419 List all the material Aspects identified in the process for defining 2.2 2 |dentified Material Aspects o3 v
report content

G4-20 For each material Aspect, report the Aspect Boundary within 2.2.2 |dentified Material Aspects on y
the organization

For each material Aspect, report the Aspect Boundary outside

Core G4-21 2.2.2 |dentified Material Aspects 24 v
the organization
Ga-22 Repor‘t'the effect of any restatements of information provided No such item o v
in previous reports, and the reasons for such restatements
Report significant changes from previous reporting periods in )
Core G4-23 No such item — \

the Scope and Aspect Boundaries

4. STAKEHOLDER ENGAGEMENT

G4-24 Provide a list of stakeholder groups engaged by the organization 2.2.1 Identification (_-Jf Stakeholders 21 Vv
and Communication

Report the basis for identification and selection of stakeholders 2.2.1 Identification of Stakeholders

Core G4-25 with whom to engage and Communication 2 v
_ G4-26 Report the organization’s approach to stakeholder engagement 2.2.1 Identification (,)f Stakeholders 21 \Y
and Communication
Report key topics and concerns that have been raised through 2.2.1 |dentification of
Core G4-27 stakeholder engagement, and how the organization has Stakeholders and 21 Vv
responded to those key topics and concerns Communication
5. REPORT PROFILE
G4-28 Reporting period About this Report 3
Core G4-29 Date of most recent previous report About this Report 3 \
_ G4-30 Reporting cycle About this Report 3 \
Core G4-31 Provide the contact point for questions regarding the report or About this Report 3

its contents
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Core

Core

Core

Comprehensive

Comprehensive

Comprehensive

Comprehensive

Comprehensive

Comprehensive

G4-32

G4-33

G4-34

G4-35

G4-36

G4-38

G4-39

G4-40

G4-43

a.Report the’ in accordance’ option the organization has chosen

b.Report the GRI Content Index for the chosen option
(see tables below)

c.Report the reference to the external assurance report

a.Report the organization’s policy and current practice with
regard to seeking external assurance for the report

b.If not included in the assurance report accompanying the
sustainability report, report the scope and basis of any external
assurance provided

c.Report the relationship between the organization and the
assurance providers

d.Report whether the highest governance body or senior
executives are involved in seeking assurance for the
organization’s sustainability report

Report the governance structure of the organization, including
committees of the highest governance body. Identify any
committees responsible for decision-making on economic,
environmental and social impacts

Report the process for delegating authority for economic,
environmental and social topics from the highest governance
body to senior executives and other employees

Report whether the organization has appointed an executive-level
position or positions with responsibility for economic,
environmental and social topics, and whether post holders report
directly to the highest governance body

Report the composition of the highest governance body and its
committees

Report whether the Chair of the highest governance body is also
an executive officer

Report the nomination and selection processes for the highest
governance body and its committees, and the criteria used for
nominating and selecting highest governance body members
Report the measures taken to develop and enhance the highest
governance body’s collective knowledge of economic,
environmental and social topics
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About this Report

About this Report

2.1 Vision of Sustainable
Development

4.1 The Operation of Corporate

Governanc

2.1 Vision of Sustainable
Development

2.1 Vision of Sustainable
Development

4.1 The Operation of
Corporate Governance

4.1 The Operation of
Corporate Governance

4.1 The Operation of

Corporate Governance

4.1 The Operation of
Corporate Governance

Special Column

3 Vv
3 \Y

19
Vv

58
19 \
19 \
59 Vv
55 V
59 \Vi
59 V
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Comprehensive G4-48
Comprehensive G4-52
Core G4-56
- ; G4-DMA
conomic
Performance G4-ECT
G4-EC3
G4-DMA
Energy G4-EN3
G4-EN5
G4-EN6
G4-DMA
G4-EN15
Emissions G4-EN16
G4-EN18
G4-EN21
G4-DMA
G4-EN22
Effluents and
Waste G4-EN23
G4-EN24
G4-DMA
Products and
Service G4-EN27
G4-DMA

Compliance
G4-EN29

Report the highest committee or position that formally reviews
and approves the organization’s sustainability report and ensures
that all material Aspects are covered

Report Report the process for determining remuneration.
whether remuneration consultants are involved in determining
remuneration and whether they are independent of management
Report any other relationships which the remuneration consultants
have with the organization

Describe the organization’s values, principles, standards and
norms of behavior such as codes of conduct and codes of ethics
ECONOMIC

Sector Specific Guidance for Economic Performance DMA

Direct economic value generated and distributed

Coverage of the organization’s defined benefit plan obligations
ENVIRONMENTAL

Sector Specific Guidance for Energy DMA

Energy consumption within the organization

Energy intensity

Reduction of energy consumption

Sector Specific Guidance for Emissions DMA

Direct greenhouse gas (GHG) emissions (Scope 1)

Energy indirect greenhouse gas (GHG) emissions (Scope 2)

Greenhouse gas (GHG) emissions intensity

NOX, SOX, and other significant air emissions

Sector Specific Guidance for Effluents and Waste DMA

Total water discharge by quality and destination

Total weight of waste by type and disposal method

Total number and volume of significant spills

Sector Specific Guidance for Products and Services DMA
Extent of impact mitigation of environmental impacts of products
and services

Sector Specific Guidance for Compliance DMA

Monetary value of significant fines and total number of non-
monetary sanctions for non-compliance with environmental laws
and regulations
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2.1 Vision of Sustainable
Development

4.1 The Operation of
Corporate Governance

4.2 Integrity Management

4.4 Financial Performance
4.4 Financial Performance
6.1.1 Employee Care

3.3 Guarding the Earth

3.3.3Energy Saving Climate Action

3.3.3Energy Saving Climate Action

3.3.83Energy Saving Climate Action

3.3 Guarding the Earth

3.3.2 Environmentally Friendly Environment

3.3.2 Environmentally Friendly Environment

3.3.2 Environmentally Friendly Environment

3.3.2 Environmentally Friendly Environment

3.3 Guarding the Earth

3.3.2 Environmentally Friendly Environment

3.3.2Environmentally Friendly
Environment

4.5.3 Domestic Compliance

3. Vitality and Green Innovation

3.1 Green Innovation and R&D

3.2 Circular Economy

4.1 The Operation of Corporate
Governance

4.5.3 Compliance

19

60

61

66
67
84

37
47
47
45
37
39
39
39
39
37
40

40

70
26

27
32

58

70

< << < < <K<K <K<K LKKLKKLKKLKKL << <L

<



Transport

Environmental
Grievance
Mechanisms

Labor/Management
Relations

Occupational Health
and Safety

Local Communities

Compliance

Customer Health

G4-DMA

G4-EN30

G4-DMA

G4-EN34

G4-DMA
G4-LA4
G4-DMA

G4-LAS

G4-LAB

G4-LA7

G4-LA8

G4-DMA

G4-SO1

G4-DMA
G4-SO8

G4-DMA

G4-PR1

G4-PR2

Sector Specific Guidance for Transport DMA

Significant environmental impacts of transporting products and
other goods and materials for the organization’s operations, and
transporting members of the workforce.

Sector Specific Guidance for Environmental Grievance
Mechanisms DMA

Number of grievances about environmental impacts filed,
addressed, and resolved through formal grievance mechanisms

5. Emergency Response and
Transport Management

5.2 Transport Management

3.3 Guarding the Earth

3.3.2 Environmentally
Friendly Environment

LABOR PRACTICES AND DECENT WORK

Sector Specific Guidance for Employment DMA

Minimum notice periods regarding operational changes, including
whether these are specified in collective agreements

Sector Specific Guidance for Occupational Health and Safety DMA
Percentage of total workforce represented in formal joint
management— worker health and safety committees that help
monitor and advise on occupational health and safety programs

Type of injury and rates of injury, occupational diseases, lost days,

and absenteeism, and total number of work-related fatalities, by
region and by gender
Workers with high incidence or high risk of diseases related to their
occupation
Health and safety topics covered in formal agreements with trade
unions

SOCIETY
Sector Specific Guidance for Local Communities DMA

Percentage of operations with implemented local community
engagement, impact assessments, and development programs

Sector Specific Guidance for Compliance DMA
Monetary value of significant fines and total number of non-
monetary sanctions for non-compliance with laws and regulations

6.1.2 Good Labor/Management
6.1.2 Good Labor/

Management Relations
6.1 TFC Family

6.1.3 Occupational Safety and Health

6.1.83 Occupational Safety and Health

TFC no occupational diseases in 2016

6.1.2 Good Labor/
Management Relations

6.2 Selfless Love

Make Proper Use of Land to Create
Harmony between the Environment
and the Community

4. Corporate Governance

4.5.3 Compliance

PRODUCT RESPONSIBILITY

Sector Specific Guidance for Customer Health and Safety DMA

Percentage of significant product and service categories for
a which health and safety impacts are assessed for improvement
Total number of incidents of non-compliance with regulations and
voluntary codes concerning the health and safety impacts of
products and services during their life cycle, by type of outcomes
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3.4 Walking Hand in Hand

toward Sustainability

3.4.2 Product Liability

4.5.3 Compliance

Special Column

73 \V
76 \Y
37 v
39 Vv
86

87

79 V
89 Vi
91 Vv
92 Vv
87 \Y
95 \Y
105 \V/
57

69

48 \Vi
52 V
70 Vv
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G4-DMA Sector Specific Guidance for Product and Service Labeling DMA S ke Hand. n I—!almd 48 V
toward Sustainability

Type of product and service information required by the organization’s

procedures for product and service information and labeling, and 3.4.2 Product Liability 53 V;

percentage of significant product and service categories subject to

such information requirements

Total number of incidents of non-compliance with regulations and

G4-PR4 voluntary codes concerning product and service information and 4.5 Compliance 68 vV

labeling, by type of outcomes

Product and
Service Labeling G4-PR3

3.4 Walking Hand in Hand toward

G4-DMA Sector Specific Guidance for Marketing Communications DMA ) . 48 \Y
Sustainability
Markgting G4-PR6 Sale of banned or disputed products 3.4.2 Product Liability 52
Communications Total number of incidents of non-compliance with regulations and
G4-PR7 voluntary codes concerning marketing communications, including 4.5 Compliance 70 \
advertising, promotion, and sponsorship, by type of outcomes
G4-DMA Sector Specific Guidance for Compliance DMA 4. Corporate Governance 57
Compliance Monetary value of significant fines for non-compliance with laws and )

G4-PR9 4.5 Compliance 70

regulations concerning the provision and use of products and services

Appendix Il : Taiwan Stock Exchange Corporation Rules Governing the Preparation and Filing of
Corporate Social Responsibility Reports by TWSE Listed Companies

Listed companies within the chemical industry shall disclose the specific effective mechanism and actions that the 3.Vitality and

Supplementary listed companies and their supply chains adopt to decrease the negative impact of their products, activities, or Green Innovation 25
Guide for services on the environment, to protect the personnel’s vocational health and safety and the interested public’s lives 5.Emergency v
the Chemical and property security. The disclosure shall include at least the management of the production or delivery of the raw Response and 73
Industry material, supplies, end products, emergency response measures against accidents inside and outside the factories Transport
Management

and the relevant performance indicator
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Appendix Il : GRI G4 Index-- non-material aspects, with information disclosed

Special Column

The following content was verified and assured by an impartial third-party, SGS Taiwan Ltd., and the results can be found in the
Assurance Statement in the Appendix of this Report.

Market Presence

Procurement
Practices

Materials

Water

Supplier
Environmental
Assessment

Employment

Training and
Education

G4-EC5

G4-EC6

G4-EC9

G4-EN1

G4-EN2

G4-EN8

G4-EN10

G4-EN32

G4-EN33

G4-LA1

G4-LA2

G4-LA3

G4-LA9

G4-LA10

G4-LA

ECONOMIC
Ratios of standard entry level wage by gender compared to local minimum
wage at significant locations of operation
Proportion of senior management hired from the local community at
significant locations of operation

Proportion of spending on local suppliers at significant locations of operation
ENVIRONMENTAL

Materials used by weight or volume

Percentage of materials used that are recycled input materials

Total water withdrawal by source

Percentage and total volume of water recycled and reused

Percentage of new suppliers that were screened using environmental criteria

Significant actual and potential negative environmental impacts in the supply
chain and actions taken

LABOR PRACTICES AND DECENT WORK
Total number and rates of new employee hires and employee turnover by
age group, gender, and region
Benefits provided to full-time employees that are not provided to temporary
or part-time employees, by significant locations of operation
Return to work and retention rates after parental leave, by gender
Average hours of training per year per employee by gender, and by
employee category
Programs for skills management and lifelong learning that support the
continued employability of employees and assist them in managing career
endings
Percentage of employees receiving regular performance and career
development reviews, by gender and by employee category
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6.1.1

The management level in TFC
were all local residents (100%)

3.4.1

3.2.1

3.2.1

3.3.2 Environmentally Friendly

3.3.2 Environmentally Friendly

3.4.1

3.4.1

6.1.1
6.1.1

6.1.2

Employee Care

Supplier Management
and Procurement

The Use of Recycled
Raw Materials
The Use of Recycled
Raw Materials

Environment

Environment

Supplier Management
and Procurement
Supplier Management
Procurement

Employee Care

Employee Care
Employee Care
Employee Care

Employee Care
Good Labor/

Management Relations

Employee Care

80 v
— Vv
52 v
33 v
33 v
a1 v
41 Vi
50 v
50 v
81 v
84 v
86 v
85 v
85

87 v
82 v
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Diversity and Equal
Opportunity

Equal Remuneration
for Women and Men

Non-discrimination

Freedom of
Association and

Collective Bargaining

Child Labor

Forced or
Compulsory Labor

Indigenous Rights

Anti-corruption

Customer Privacy

G4-LA12

G4-LA13

G4-HR3

G4-HR4

G4-HR5

G4-HR6

G4-HR8

G4-S04

G4-S0O5

G4-PR8

Composition of governance bodies and breakdown of employees per
employee category according to gender, age group, minority group
membership, and other indicators of diversity
Ratio of basic salary and remuneration of women to men by employee
category, by significant locations of operation

HUMAN RIGHTS

Total number of incidents of discrimination and corrective actions taken

Operations and suppliers identified in which the right to exercise freedom of
association and collective bargaining may be violated or at significant risk,
and measures taken to support these rights
Operations and suppliers identified as having significant risk for incidents of
child labor, and measures taken to contribute to the effective abolition of
child labor
Operations and suppliers identified as having significant risk for incidents of
forced or compulsory labor, and measures to contribute to the elimination of
all forms of forced or compulsory labor
Total number of incidents of violations involving rights of indigenous peoples
and actions taken

SOCIETY
Communication and training on anti-corruption policies and procedures
Confirmed incidents of corruption and actions taken
Total number of substantiated complaints regarding breaches of customer
privacy and losses of customer data
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6.1.1

4.6

4.6

4.6

4.6

4.6

4.2

Employee Care

Employee Care

Support for and Compliance
with International Initiatives

Support for and Compliance
with International Initiatives

Support for and Compliance
with International Initiatives

Support for and Compliance
with International Initiatives

Support for and Compliance
with International Initiatives

Integrity Management

TFC no corruption in 2015

3.4.2 Product Liability

82

83

71

Al

71

Al

Al

61

61

55



ASSURANCE STATEMENT

SGS

SGS TAIWAN LTD.’S INDEPENDENT ASSURANCE REPORT ON
SUSTAINABILITY ACTIVITIES IN THE TAIWAN FERTILIZER COMPANY’s
CORPORATE SOCIAL RESPONSIBLE REPORT FOR 2016

NATURE AND SCOPE OF THE ASSURANCE/VERIFICATION

SGS Taiwan Ltd. (hereinafter referred to as SGS) was commissioned by Taiwan Fertilizer Company
(hereinafter referred to as TFC) to conduct an independent assurance of the Corporate Social Responsible
Report (hereinafter referred to as CSR Report) of 2016. The scope of the assurance, based on the SGS
Sustainability Report Assurance methodology, included the text, and data in accompanying tables contained in
this report.

The information in the TFC's CSR Report of 2016 and its presentation are the responsibility of the
superintendents, CSR committee and the management of TFC. SGS has not been involved in the preparation
of any of the material included in the TFC's CSR Report of 2016.

Our responsibility is to express an opinion on the text, data, graphs and statements within the scope of
assurance set out below with the intention to inform all TFC's stakeholders.

The SGS Group has developed a set of protocols for the Assurance of Sustainability Reports based on current
best practice guidance provided in the Global Reporting Initiative (hereinafter referred to as GRI) Sustainability
Reporting Guidelines and the AA1000 Assurance Standard (2008). These protocols follow differing options for
Assurance depending the reporting history and capabilities of the Reporting Organization.

This report has been assured using our protocols for:
* evaluation of content veracity at a moderate level of scrutiny for TFC and moderate level of scrutiny
for subsidiaries and applicable aspect boundaries outside of the organization covered by this report;;
AA1000 Assurance Standard (2008) Type 1 evaluation of the report content and supporting
management systems against the AA1000 Accountability Principles (2008); and
evaluation of the report against the Global Reporting Initiative Sustainability Reporting Guidelines (G4
2013).

The i i of p \ce research; intervi with relevant employees,
superir CSR i and the it ) and record review and
validation with external bodies and/or stakeholders where relevant. Financial data drawn directly from
independently audited financial accounts has not been checked back to source as part of this assurance
process.

STATEMENT OF INDEPENDENCE AND COMPETENCE

The SGS Group of companies is the world leader in i ion, testing and verification, operating in more than
140 countries and providing services including management systems and service certification; quality,
environmental, social and ethical auditing and training; envirc social and st ity report

SGS affirms our independence from TFC, being free from bias and conflicts of interest with the organization, its
subsidiaries and stakeholders.

The assurance team was assembled based on their knowledge, experience and qualifications for this
assignment, and comprised auditors registered with ISO 26000, ISO 20121, ISO 50001, SA8000, EICC, QMS,
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EMS, SMS, GPMS, CFP, WFP, GHG Verification and GHG Validation Lead Auditors and experience on the
SRA Assurance service provisions.

VERIFICATION/ ASSURANCE OPINION

On the basis of the i and the work performed, we are satisfied that the
information and data contained within TFC’s CSR Report of 2016 verified is accurate, reliable and provides a
fair and balanced representation of TFC sustainability activities in 01/01/2016 to 12/31/2016.

The assurance team is of the opinion that the Report can be used by the Reporting Organisation’s Stakeholders.
We believe that the organisation has chosen an appropriate level of assurance for this stage in their reporting.

In our opinion, the contents of the report meet the requirements of GRI G4 Core Option and AA1000 Assurance
Standard (2008) Type 1, Moderate level assurance.

AA1000 ACCOUNTABILITY PRINCIPLES CONCULSIONS, FINDINGS AND RECOMMENDATIONS
Inclusivity

TFCis i to being toits and to il into its strategic and
management approach. A variety of engagement efforts such as survey and communication to employees,
customers, investors, local communities, suppliers and other stakeholders are implemented to underpin the
organization's understanding of stakeholder concerns. For future reporting, TFC may proactively consider
having more direct involvement of during future

Materiality

TFC has I effective p for g issues that are material to the business. Formal review
has identified stakeholders and those issues that are material to each group and the report addresses these at
an appropriate level to reflect their importance and priority to these stakeholders. It is recommended that the
process and criteria applied to assess iality to be i and
result in future reporting.

to ensure better consistent

Responsiveness
The report includes coverage given to stakeholder engagement and channels for stakeholder feedback. Future
reporting would benefit from more reporting on the results of stakeholder feedback from this report.

GLOBAL REPORTING INITIATIVE REPORTING GUIDELINES CONCULSIONS, FINDINGS AND
RECOMMENDATIONS

The report, TFC's CSR Report of 2016, is adequately in line with the GRI G4 Core Option. The material aspects
and their boundaries within and outside of the organization are properly defined in accordance with GRI's
Reporting Principles for Defining Report Content. Disclosures of identified material aspects and boundaries, and
stakeholder engagement, G4-17 to G4-27, are correctly located in content index and report. More engagement
to involve NGO and CSR illustrious personage for considering the full picture of TFC's significant outward
impacts on the economy, the environment, and society is encouraged in future reporting.

Signed:
For and on behalf of SGS Taiwan Ltd.

AAI000

Licensed Assurance Pravider

David Huang, Director
9 w05

Taipei, Taiwan
12 June, 2017
WWW.SGS.COM
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