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46 Technology R&D
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Performance Highlights

New product development: 1, Quality improvement: 1

The ratio of R&D funds in total revenues 0.71%

Overall Customer Satisfaction 98%

Supplier CSR commitment signing achievement rate 100%

Material Topics

Technology R&D, Supply Chain Management

SDGs Correspondence

Certified management system
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Technology R&D

Material topics: Technology R&D corresponding with sustainability development principle: Innovative Technology

Management Approach and Components

Impact Management

Targets Execution and Performance of
Management Approach

Evaluation of Management Approach

46

Significance to APC

Successful sustainable materials development
and corporate transformation are crucial

to corporate competitiveness. Therefore,
continuous improvement of product quality and
the development of new products are not only
key to maintaining corporate profitability but
also the foundation of corporate sustainable
development.

Management Practice and Objectives

Fulfill customer demands by collect information
regarding market development trends, set
directions for product quality improvement
and new product development, and enhance
product quality and market competitiveness.

Strategy

- Niche product development
- High-value products

Target

- New product development or product quality
improvement, at least 1 item per year

Positive/Negative Impacts

Positive potential impact - Getting rid of the
industry burdens through manufacturing
transformation

Positive potential impact - Successful
sustainable materials development
Positive actual impact - New product
development and diversification

Processes to remediate and
prevent negative impacts

2023 Goals

- At least one new product development or

product quality improvement per year

2023 Performance

- New product development: 1, Quality

improvement: (@)
Analysis Reason:
The research and test for hot melt adhesive
V19400 requires the addition key equipment,
chiller, to proceed effectively. This is a cross-
year program and currently in progress.
2023 Progress Descriptions:
1. Completed V19400 Trial Production
Plan in September 2023.
2. Completed installation of the chiller
project in December 2023.

Short-Term (< 3 years) Goals

- At least one new product development or
product quality improvement per year

- The major new product research and trial
quality achievement rate = 80%

Medium- Long-Term ( = 3 years) Goals Planning

- Development of market-leading products, at
least 2.

Effectiveness Assessment

- Control product development progress with

the “Product Research and Trial SOP”

- Review R&D direction through the quality

meeting

- Exchange Technology R&D through the

executive meeting

Grievance Mechanism

- Customer Management Process
- Customer Dispute Management Procedures

Adjust the management approach

- The Business Division collects market

information and capture the market trends of
products through technical customer service.
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R&D Process
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Linyuan Plant proposes product improvement based on demand
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R&D Outcomes

R&D Outcomes Primary reasons for R&D

High-speed Laminating Grade EVA Product - The production technical threshold of low-gel grade
2021 | (Grade V18251) Quality Improvement and EVAis high
Technology Enhancement - Application of high-speed laminating processing to
meet market demands
Hot Melt Adhesive Grade EVA Product - The production technical threshold of hot melt
2022 Completed trial production of (grade V08085/ adhesive grade EVA is high
V19150), The quality meets the specification - In response to the commencement of the Gulei
Petrochemical, there is diversification in the products
Hot Melt Adhesive Grade EVA Product. The trial | - The production technical threshold of hot melt
production planning (grade V19400) has been | adhesive grade EVA is high
2023 | completed, and the additional construction - In response to the commencement of the Gulei
of the chiller is expected to conclude by Petrochemical, there is diversification in the products
December 2023

In response to the product high-value strategy and changes in market demand, APC has not only
expanded its EVA production capacity, but also moved towards high-end applications and high VA
content.Mass product development, in addition to high-speed lamination grade EVA products, which
are APC’s main products, hot melt adhesive grade EVA products have a wide range of uses with the
expansion of production capacity in the future, the flexibility of product portfolio can be improved,
which has become the focus of product development in recent years.

(4e)j0p puesSnoyl) spun4 4y
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Resource

R&D Funds

The amount of R&D funds in 2023 was NT$47,506 thousand,
accounting for 0.71% of the revenue. In addition to the R&D funds, USIG
has also established a common R&D department to provide both R&D
funds and human resources, to help accomplish the R&D targets with the
group’s power.

Proportion of R&D Funds and Total Revenues for the past four years %
3
70,000 080 &
0.81 0.71 S
£0.000 54,552 o =
; 54,214 060 &
50,000 46,098 47,506 5
040 @
40,000 El
=t
30,000 020 2
D
3
20,000 0.00 2
2020 2021 2022 2023 ,@
S
® R&DFunds =@= R&D expenditure as a proportion of total revenue -

R&D Workforces

There were 32 R&D personnel in 2023. accounting for 13.7% of all
employees. Most outstanding talents R&D personnel are holding a
bachelor’s or master’s degree. The distribution of education attainments
of R&D personnel in the past three years is as follows:

Education Attainment Distribution of R&D Personnel for the past three years

31 32 3

2
20

9 22
10
0 3 p)

2021 2022 2023
@ Master's @ Bachelor’s @ Junior College

30

o)doad jo soquinN
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Green products
Non-toxic Products

We consider the related laws and regulatory requirements such as
FDA, CNS, JIS, and EU Restrictions on Hazardous Substances (RoHS)
Directive right from the feasibility assessment of product development
to ensure compliance with the standards, regulations, and laws
governing human health and environmental impact.

We received the SONY Green Partner certification (Green Partner
Environmental Quality Approval System) in 2009, establishing our
corporate image of toxic substance free and clean production. In order
to meet the legal and regulatory requirements for environmental
protection and quality, we request suppliers to provide raw materials
that comply with the relevant environmental quality requirements to
ensure no use of limited or restricted substances at the procurement
stage.

Apart from engaging in energy conservation and clean production
in the product manufacturing process, the Company also develop EVA
products suitable for the shielding layer of electric wires and cables for
producing low-smoke, halogen-free wire and cable jackets to comply
with the environmental protection requirements.

APC products have passed various regulatory requirements as
certified by third-party notary units, as detailed in the table below:

CH2 Operational Governance

CH3 Product Innovation and Supply Chain Management CH4 Eco-Friendly

CH5 Safety Workplace and Social Inclusion

Item Standards and Norms Inspect Product Model

1 USA FDA Standards (Title21, Pt 177.1520) LDPE

2 Halogen-free LDPE

3 Plasticizer Test M5100

4 EU Standards (EU 10/2011) C7100

5 EN 71 Part 3: 2013 (19 items of migratable heavy metals) LDPE/EVA

6 Restriction of Hazardous Substances (RoHS) Directive Standards LDPE/EVA

7 New balance specifications C7100, EV101, EV102, EV303

8 USA FDA Standards (Title21, Pt 177.1350) EVA

9 Adidas specifications EVA

10 | Article 4 of the Sanitary Standards for Food Utensil, Container C7100
and Packaging in Taiwan

11 | Standards for Plastic Food Contact Plastic Materials in Mainland C7100, C4300, F2201
China

12 Crocs RSL specifications EVA

13 | Nike RSL Specifications C7100

14 | Asics specifications EV101

CH6 Appendix
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Product Innovation

) New product R&D progress

Invest in research funds Estimated Time of Mass

Year

2023

R&D Project

Trial productions
of the hot melt
adhesive grade EVA

Progress

1. Completed V19400 Trial Production Plan in
October 2023.

2. The key equipment, chiller, is set to be
installed in December 2023.

(in thousand dollars)

26,800

Production Duration

2024

Descriptions of R&D Outcomes

1. Completed the feasibility assessment for the trial production
plan of V19400.

2. The addition project of the chiller for key equipment was
completed.

3. Development of this product requires the addition of key
equipment, chiller (RF-1302), to proceed effectively. This is
a cross-year program and currently in progress, with trial
production anticipated to commence in March 2024.

@ New Product R&D Plan

R&D Project

Progress

Invest in research funds
(in thousand dollars)

Estimated Time of Mass
Production Duration

Descriptions of R&D Outcomes

2024

Trial (mass)
production of the hot
melt adhesive grade

EVA

1.V19400/V19150 quality meets the
requirements for customers.

2.V19400/V19150 trial (mass) production, with
completion by the end of December.

3.V19400 is scheduled for trial production in
March 2024.

4. Install cutting axis water.

200

2024

Develop higher specification hot melt adhesive products to
meet market demand, and the process can be flexibly adjusted
according to market changes, which is expected to increase the
company's revenue.

©) Product Quality Improvement

Year

2023

R&D Project

L2&L3-V18161

Progress

Establishing EC policy

Invest in research funds

(in thousand dollars)

Time of Improvement
Completion

June 2023

Descriptions of R&D Outcomes

Resolve customer disputes to prevent recurrence
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Customer Service

The Technology department of APC Linyuan Plant
assists the Business Division by supporting customer
services, product improvement, new product and
new market development. It also supports the
development of custom products and product
characteristic improvement. In recent years, the
sound collaboration of both departments has earned
customer recognition.

Product sales and markets

The Company product markets: LDPE is primarily
for domestic sales, while EVA is for export. In addition
to Taiwan, we also distribute products worldwide
to Mainland China, Hong Kong, Japan, Thailand,
Vietnam, Malaysia, Singapore, the USA, Indonesia,
Cambodia, India, Bangladesh, Pakistan, Sri Lanka,
the UAE, Israel, Egypt, South Africa, and Russia,etc.
Our customers include processing plants and
traders of packaging films, food packaging materials,
microfibers, plastic injection molding, foaming shoe
materials, sports goods, PV packaging films, pre-
coating/lamination films. The proportion of domestic
and export sales and market distribution in 2023 are
shown below by sales volume.

Proportion of Domestic
and Export Sales in 2023

Market Distribution
in 2023

® Export, 76%
Domestic, 24%

® China and Hong Kong, 45%
© Taiwan, 24%
® Southeast Asia, 20%

Other Regions, 11%

O
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Customer privacy

In terms of customer privacy confidentiality, the Group Credit Department
establishes the Customer Personal Data Control Regulations in response to the Personal
Data Protection Act to ensure customer data is controlled in compliance with the
Personal Data Protection Act. The control process is as follows:

() Cancel the access, including the system and file access privilege, to customer
personal data over the Enterprise Resource Planning (ERP) system, except for the
Group Credit Department personnel.

@ Obtain the “Personal Data Collection, Processing, and Use Notification and
Agreement” in advance before collecting documents containing customer personal
data.

© After receiving customer personal data, the Group Credit Department should input
paper data in the ERP system. Personnel should store paper documents in media
files and cover text or data containing customer personal data before archiving.
Except as otherwise required, destroy paper documents afterwards.

There was no customer privacy right infringement or loss of customer personal
data in 2023.

Customer Complaints Procedure

To optimize the customer complaints procedure, APC has established the Customer
Dispute Management Platform to digitize the customer complaint process, control and
analyze the causes of customer complaints, and follow up the progress of responsible
units and corrective and preventive actions so as to implement quality improvement
activities and improve the quality of customer service.

= — O i
= &
5 — \
Y [
Customer feedback - Respond to Customer Complaints Reply the
to Business Division Customers Closure Report investigation results
Respond to Customer - Investigation the and complaint
Complaints cause of customer procedure to
complaints customers by sales

representatives

CH4 Eco-Friendly ~ CH5 Safety Workplace and Social Inclusion

Customer satisfaction survey

In order to understand the opinions of customers about the products and
services provided by APC, besides contacting or visiting customers personally through
sales representatives, an annual customer satisfaction survey is conducted through
questionnaires. This ensures that customer needs are fully understood and properly
addressed. Following this, improvement plans are made in light of customer feedback
and presented at the "management review meeting", where the results are tracked to
continually enhance the quality of products and services. Respondents of the customer
satisfaction survey are selected yearly from the top 25 customers by purchasing
quantity of domestic sales and export sales respectively. If the collected responses
are insufficient, we will select respondents of lower ranks. The survey is conducted on
the four aspects among 50 customers to assess the product quality, service quality,
transportation quality, and overall satisfaction of APC products. The satisfaction score
is calculated based on the proportion of [highly satisfied] and [satisfied] responses. In
2023, a total of 50 valid customer satisfaction survey responses were collected, and
the overall satisfaction was 98%, which is the same as 2022. APC appreciate the vast
majority of customers for their recognition of our product and service quality. APC will
make continual improvement to repay the long-time support of customers. Customer
satisfaction in the past three years is shown below:

Customer Satisfaction Survey results of APC in past three years
100.0

CH6 Appendix

99

98.0

96.0
96.0 95.8

94.0

Product Quality
Satisfaction

Overall Customer
Satisfaction

Service Quality
Satisfaction

© 2021

Transportation Quality
Satisfaction

® 2022 © 2023
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Suggestions gathered from customer satisfaction survey have been transferred to the
relevant units for assistance, such as “assistance in solving Customers’ processing problems by
the technical service unit’, “selection of shipping companies with better punctuality and more
reasonable transportation cost by the customs department to meet the shipment expectation

of customers”, “provision of standby plastic pallets”, and so on.

List of Customer Feedback Analysis and Review for 2023

Item  Customer Feedback Analysis and Review Satisfaction Type

Advance notice is
required for any delays in
the shipping schedule.

Customs and sales representatives will monitor
the shipping schedule closely, and in case of
any delays, customers will inform promptly.

Service
quality

The quality of the

goods delivered by the
Company is good, but the
delivery duration is longer
than other suppliers.

Given that shipping schedules are based on the
route planning of the shipping company that is
beyond the Company's control. Our sales
representatives will communicate with
customers accordingly.

Transportation
Quality

1. Please increase the
number of sailings to
ensure stable shipping
schedules.

2. The Bunker Adjustment
Factor (BAF) for ocean
freight shall be borne
by the shipper.

1. The sales representatives will maintain
constant communication with the shipping
company to ensure punctual sailings and
meet customer demands.

2. The sales representatives have informed the
customers that the BAF costs will be jointly
borne by the shipping company and the
Company.

Transportation
Quality

Look forward to stable
production line and
successful delivery.

The message has been conveyed to the Linyuan
Plant, where attention will be given to maintain
production stability to ensure consistent
product shipments.

Other
Suggestions

In the event of
unforeseeable
circumstances such as
typhoons causing delays
in the shipping schedule,
please kindly notify the
Company in advance.

Customs and sales representatives will be
vigilant potential shipping delays caused
by natural disasters and promptly inform
customers.

Other
Suggestions

CH4 Eco-Friendly ~ CH5 Safety Workplace and Social Inclusion

Product Responsibility and Technical Support

APC particularly focuses on product responsibility and services. Hence, we
provide the catalogs that include the specifications, performance, and application
description, and safety data sheet (SDS) of existing and new products in the“Product”
section on the Company website for customers to access related product information
and meet their demands in time.

To ensure the rights and interests entitled to customers for using the Company
products, there are technical service and marking units established under the
Business Division to develop the new application of products to help customers
improve processing issues and facilitate technological cooperation and exchange.

To meet the strict requirements of global customers for product quality, all APC
products comply with the relevant legal and regulatory requirements and contain
no Health and Environmental Hazardous Substances as categorized in the Globally
Harmonized System (GHS). In 2023, EVA products passed the testing and verification
by prominent sports brands such as New Balance and NIKE, etc., demonstrating the
safety of APC's products.

There was no legal non-compliance or fine in relation to product labeling in

2023. IESEGEETE

CH6 Appendix
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Management Approach and Components

Significance to APC

Understanding the ESG impacts on the suppliers
and implementing supplier management is
crucial to the sustainable development of

the Company. As an indicative business in
Taiwan, APC not only pursues profit, but also
has a responsibility and obligation to share

the responsibility of sustainable supply chain
management with our supplier partners.

Management Practice and Objectives

Establish the mechanism for supply chain
sustainability risk assessment and prevention
to develop a supply sustainability management
culture.

Strategy

- Improve procurement performance and
establish partnerships

- Establish safety awareness and improve the
workplace environment

- Jointly undertake corporate social responsibility

Goals

We are committed to developing communication
channels with suppliers to increase the oppor-
tunities for opinion exchange so as to achieve
environmental protection, industrial safety,

and human rights for sustainable operations
together with suppliers.

CH1 Sustainable Development

Supply Chain Management

Material topics: Supply chain management; Corresponding sustainability development principle: Sustainable development

Impact Management

Positive/Negative Impacts

Positive actual impact - Success supply
chain management

Positive actual impact: Enhance supply
chain management and improve raw
materials quality

Negative potential impact - International
situations, pandemic, weather affecting

supply
Impact Boundary

Global raw material and Project
Contractor, Customers

Processes to remediate and
prevent negative impacts

Advance procurement, increase safety
stock, and seek alternative suppliers

CH2 Operational Governance

Targets Execution and Performance of

Management Approach

2023 Goals

- Develop the "Supplier Code of Conduct and Quality Require-

ments Self-Assessment Form" for suppliers to determine
compliance with the regulations through self-assessment.

- Achieved a 100% signing rate for Supplier CSR Commitment

with existing suppliers.

2023 Performance

- Introduced the "Supplier Code of Conduct and Quality

Requirements Self-Assessment Form," and conducted
investigations into the risks of negative impacts on
environmental and sociality (@)

- Achieved a 100% signing rate for Supplier CSR Commitment

with existing suppliers (@)

Short-Term (< 3 years) Goals

- In conjunction with the Supplier Code of Conduct and Quality

Requirements Self-Assessment Form, we have officially
imple-mented the on-site audit system to investigate the risks
of negative impacts on environmental and sociality, with the
goal of examining two suppliers per year.

Medium- Long-Term ( = 3 years) Goals Planning

- Conduct on-site audits at the supplier's plant, increasing to

4 suppliers each year.

- Based on the on-site audit results, build an opinion

exchange platform with suppliers and ask related the
Company professionals to make recommendations for their
inadequacies and help them make corrective planning.

CH4 Eco-Friendly

CH5 Safety Workplace and Social Inclusion

Evaluation of Management Approach

Effectiveness Assessment

Please refer to the table on page 55 for
the performance of supply chain ESG
risk management and its implemen-
tation status.

Grievance Mechanism

APC has a Group Audit Division
grievance hotline and a suggestion
email on the corporate website for filing
grievances

Adjust the management approach

Internally, conduct supplier evaluation
and project construction evaluation
periodically, discuss the results, and
make adjustments; externally, hold
irregular supplier opinion exchange
conferences to discuss and share
opinions on unspecific topics.

CH6 Appendix
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Supplier Classification and Procurement Proportion

With the rise in the awareness of the issues related to sustainable development and
supply chain risk management, apart from proactively performing social responsibilities
and contributing to society, APC has gradually realized the need to understand the ESG
impacts on our suppliers in order to implement supplier management.

APC’s major suppliers include materials suppliers, equipment suppliers, and
project contractors. Additionally, the procurement from information hardware and
software suppliers and office supplies were omitted as the proportion was statistically
insignificant. To effectively integrate group resources, the Company implements
procurement in collaboration with the Group Procurement & Logistics Division.
Through utilizing the internal e-procurement system, we ensure the transparency and
impartiality of procurement process, uphold business integrity and ethics, and develop
a steady partnership with suppliers.

APC Supplier Category and Proportion of Transaction Amount in 2023

Supplier Type Materials Supplier ~ Equipment Supplier  Project Contractor
Suppli lyi
Suppliers supplying uPp le_rs SUPPYINg Suppliers to
_ . equipment or ) )
Definition raw materials for which projects are
parts for product
product manufacture outsourced
manufacture
Proportion of
procurement 63 23 14
amount (%)
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Supply Chain Sustainable Development Policy

Apart from requesting suppliers to provide high-quality products and high-
efficiency services of raw materials and services, we are also committed to expanding
communication channels with suppliers to increase the opportunities for exchange so
as to achieve the goals of environmental protection, labor safety, and human rights.

Supply Chain
Sustainable
Development
Policy

)\
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Supply Chain Risk Management

Risk Assessment Prevention measures Impact Response Future Planning
In addition to the supply chain safety requirements, the - Implement the supplier sustainability self- - Adjust the supply proportion of - Apart from setting chemical
identification of the special conditions for the chemicals supplier assessment questionnaire to provide suppliers, timely supplement or suppliers as the focus, a risk
is as follows: information for initial risk assessment. dispatch from other suppliers. assessment mechanism will also
- Risk of leakage and contamination in the chemicals - Establish long-term cooperation with suppliers; - For construction projects, the ESH be established based on the
manufacturing process cultivate a second source or multiple sources unitimmediately investigates procurement amount, project
- Occupational safety and environmental pollution risks in dusty, and maintain cooperation to coordinate long- personnel safety, equipment outsourcing amount, or project
high-temperature, noisy, and humid operating premises. term material preparation. damage, and environmental importance, and the on-site audit
- Work at height risk. - Develop an internal safety stock mechanism impact. After consolidation, the results of the said sustainable
- Industrial safety risk of cutting or welding (S). and set a purchase base point according to the ESH unit will hand over the results development strategy.
- Risk of fugitive emissions of VOCs (Volatile Organic supply schedule to prevent the risk of supply to related units to address and - Statistical analysis and subsequent
Compounds). disruption. understand the situations. disposal methods are planned
- Labor-intensive industries. - Purchasers implement educational training for according to the above risk
- Supply chain and project disruption/delay in delivery and the sustainable supply chain. assessment and identification
completion risk. - Environmental, safety and health educational mechanism as well as the
- Raw materials and construction quality risk. training for contractors. respective risk levels.

Performance of Supply Chain ESG Risk Management

Supplier (chemicals) Project Contractor
Risk and Attribute

Environmental (E), social (S), and governance (G) aspects of evaluation

Chemicals manufacturing process (E) - Dusty, high-temperature, noisy, and humid operating premises (E)
Dusty, high-temperature, noisy, and humid operating premises (E) - Work at height risk. (E, S)
L Risk of fugitive emissions of volatile organic compounds (VOCs) (E) + Labor-intensive (S)
Potential Risk Labor-intensive industries (S) - Industrial safety risk of cutting or welding (S)
Supply chain disruption/delay risk (G) + Project disruption/delay risk (G)
Quality risk (G) - Project quality risk (G)
Number of audited and o ) . .
visited suppliers On-site trial audits were conducted on 2 companies in 2023, with a 100% pass rate Implemented alongside the project construction evaluation of
contractors
Environmental (E): Regulatory compliance of the manufacturing and storage of environmentally
. . controlled substances
Audit Details Governance (G): Management of quality, production, and orders; customer feedback and satisfaction
follow-up; employee educational training; and management of outsourced processing.
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Promotion of Supplier's Code of Conduct (Supplier CSR Commitment)

Sustainable development indicators such as environmental, labor, human rights, and social
impacts have been getting increasing public attention in recent years. In addition to APC, we will
also review the completeness of the code of conduct of suppliers. In 2022 APC already completed
the revision of internal SOPs to include the Supplier CSR Commitment as a required document for
new supplier evaluation.

Currently, apart from including labor and human rights, environmental, and social impacts
sustainable development indicators as part of the criteria for new supplier selection and
evaluation, we also request new suppliers to sign related undertakings to comply with the
following;

Indicators for screening new suppliers

Prohibition of forced labor and child labor, provision of due wages and benefits,
protection of workers' working hours and breaks, elimination of workplace
Labor and human rights

sexual harassment, bullying and discrimination, and no conflict minerals.

Health and safety

ki

Environmental

Ethics and integrity

Includes providing necessary measures such as occupational safety,
emergency response, industrial hygiene, machine safeguarding, public health
and accommodation, as well as health and safety information.

Including environmental operation permits, pollution prevention and resource
conservation, hazardous substances, sewage, harmless solid waste, noise,
exhaust emissions, product and service restrictions, as well as energy/resource
consumption and GHG emissions, etc.

Includes Ethical Corporate Management, Respect for IP rights, compliance
with relevant confidentiality agreements, privacy protection, and avoidance of
Conflicts of interest, etc.

Apart from setting the existing Supplier CSR Commitment as an incentive, APC has also
requested suppliers to sign and comply with the commitment. We have revised internal SOPs
to include the Commitment as one of the required documents for new suppliers. Currently,
major suppliers of bulk materials and the top five materials suppliers are requested to sign the
Commitment. After suppliers sign the Commitment, an unannounced on-site supplier audit for

CH4 Eco-Friendly ~ CH5 Safety Workplace and Social Inclusion

compliance with the Commitment will be implemented from time to time. By
2023, all existing supplier CSR commitment letters were signed, achieving
a 100% signing rate.

Currently, major feedstock suppliers and contractors such as Taiwan CPC,
Dairen Chemical, and our partner CTCI have all obtained relevant certifications
of 1ISO14001 and 45001, which meet the Company's requirements for
suppliers in terms of environmental management and Occupational health
and safetymanagement, making them our excellent partners in Sustainable
Development. APC adopts the “active risk management” policy to investigate
suppliers with potential negative impacts, including irregular visit of THAU BING
to check for the offences or news regarding suppliers’ violation of the said terms
and assess if such offences or news will bring negative or potential impacts to the
Company (such as punishment or suspension order of competent authorities). In
addition, we will take related risk controls and countermeasures for the potential
raw materials supply crisis based on their offences.

CH6 Appendix
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SCM mechanism

With quality, ability, and environmental policy as conditions, APC performs
corporate social responsibility in collaboration with outperforming suppliers on a long-
term basis. We also communicate with contractors and transporters our environmental
policy, comply with the EU’s RoHS directive, enhance environmental educational
training, and care about the safety of contractors working in our plants in order to
ensure the safety of all operations, protect the life, safety, and health of personnel, and
optimize risk management.

Establish a long-term strategy partnership with major raw material suppliers and set
up a safety stock according to the material preparation schedule to ensure a smooth
supply chain. Additionally, the Group Procurement & Logistics Division evaluates
suppliers periodically in terms of quality, delivery performance, environmental
protection, industrial safety, packaging, quality certification (whether 1ISO 9001

@ Selection

CH4 Eco-Friendly ~ CH5 Safety Workplace and Social Inclusion

verification is passed), and service.

Apart from conducting the annual supplier evaluation to ensure that all the
Company suppliers comply with our commitment to environmental sustainability
and sustainable operations, we also hold supplier conferences from time to time to
communicate with suppliers so as to maintain long-term cooperation and opinion
exchange. In addition to new product promotion, new technology and market
intelligence exchange are also included in the conferences to ensure the steady supply
of major materials.

Additionally, during the project construction of contractors, the supervision and
management of plant on-site personnel are key to construction quality control, and
the quality monitoring of the engineering and industrial safety units is crucial to ensure
environmental safety, occupational safety, human rights, and labor practices. Results
are reported to HQ periodically to keep up with the latest conditions.

File Creation

Selection of New Suppliers and Contractors

File Creation for Qualified Suppliers and Contractors Annual Evaluation of Qualified Suppliers and Contractors

- New raw materials suppliers must comply with:

@ Obtained CNS, UL, JIS, ISO, etc. certificates

@ Direct agents or distributors with technical capabilities and
confirmed to meet the requirements

©Quality validation of raw materials by the technology
department

@ Agreement to comply with the Company environmental
protection requirements

- Submission of samples by new suppliers of raw materials
to the recipe section and the related units for examination,
assessment, or trial use.

- Delivery of the “Project Contractor Investigation Form” to
contractors for them to fill out the form and submit the relevant
certifications to facilitate and evaluation and grading of the
procurement unit.

- After sample validation, the procurement unit reports

new materials suppliers to the chief of the engineering
department, plant director, and president for approval,
includes them in the qualified vendor list (QVL), and timely
reviews and updates the QVL.

- After filling out the “Project Contractor Investigation

Classified Catalog”, the procurement unit will grade the
contractors, create a file for each of them, and maintain
a record alongside their certifications for the reference of
project outsourcing and price inquiries. The procurement
unit also updates the investigation contents from time to
time.

- Rate the quality, delivery, and industrial safety performance

of raw materials suppliers in terms of four grades for the
reference of procurement management.

- Supervise the construction process of contractors and

perform inspection and acceptance of projects for the
reference of project outsourcing management.

Source: Qualified Supplier Selection and Withdrawal Regulations, Supplier Evaluation Regulations, Capital Expenditure Requests (CER) Project Outsourcing Management Regulations
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Raw Materials Supplier Evaluation and Contractors Project Evaluation

Contractor project acceptance evaluation items
and proportions

© Quality(G), 40%
@ Delivery Punctuality(G), 25%

@ Packaging Quality(G), 10%
© Quality Certification(G), 10%
@ Service(G), 5%

E, S and G represent respectively environmental, social,
and governance

Contractor project acceptance evaluation
items and proportions

@ Construction Quality(G), 40%

@ Safety, Health, and Environmental Measures(E, S), 20%
@ Coordination Performance(G), 10%

@ Site Manager(G), 10%

@ Construction Progress(G), 10%

@ Environment maintenance(E), 10%

E, S and G represent respectively environmental, social,
and governance

CH3 Product Innovation and Supply Chain Management

@ Environmental Protection and Industrial Safety(E, S), 10%

CH4 Eco-Friendly ~ CH5 Safety Workplace and Social Inclusion

Results of Annual Raw Materials Supplier Evaluation in Past Three Years

Item 2021 2022 2023
Suppliers Evaluated 31 33 20
Pass Rate 100% 100% 100%

1. Source: APC Supplier Evaluation

2. Overall Rating Standard:

3. Agrade 85-100 points, B grade 75-84 points, C grade 60-74 points, D grade below 59 points, B grade and above
are qualified suppliers

4. For grade A Supplier - priority in obtaining trading opportunities or increasing their procurement volumes

5. For grade C Supplier - suggestions for improvement are proposed, and business transactions with them are
reduced or suspended until reassessment confirms their improvement has been accomplished

6. For grade D Supplier - stop transactions and revoke from the qualified vendor list

7. Suppliers rated grade A for three consecutive years are exempted from evaluation for three years. As a results,
only 24 suppliers were evaluated in 2019 and 2020

Results of Contractor Project Evaluation in Past Three Years

CH6 Appendix

Item 2021 2022 plopk}
Suppliers Evaluated 28 6 20
Pass Rate 100% 100% 100%

1. Source: APC contractor construction evaluation

2. Contractors receiving 70 or more marks are qualified contractors
3. Score: 60-69, suspended from price inquiry for 6 months

4. Score 50-59 points, suspended from price inquiry for 1 year

5. Contractors receiving 49 or less marks will be disqualified from tendering and transaction
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The proportion of the purchasing amount of major materials in 2023 accounted for 83%
of the total purchasing amount for the year. To ensure a sustainable supply of raw materials
and stimulate market vitality, we are actively developing new suppliers. There are a total of 16
main material suppliers, among which 3 are from Taiwan and 13 from overseas.

Materials procurement will be prioritized for local suppliers with reliable and stable
supply. Due to the longer annual repair duration from domestic Ethylene suppliers, the
supply has been decreased in 2023, and the procurement thus reduced compared to 2022.
The domestic procurement volume of VAM is higher than in previous years as more stable
supply from local suppliers.

Support for local procurement

To promote local economic development, simplify the transportation process, and reduce
transportation risks, we prioritize local procurement when the procurement conditions are
similar. In 2023, the proportion of local procurement, including raw materials and equipment
procurement and project outsourcing, accounted for about 70%.

Proportion of Local Procurement Amount of Raw Materials
and Equipment and Project Outsourcing in Past 3 Years (%)

Year 2021 2022 2023
Locations/Materials| VAM Ethylene VAM Ethylene VAM Ethylene
Taiwan 83 73 84 65 100 51
Foreign 7 27 16 35 0 49

Source 3 Taiwan suppliers,

13 foreign suppliers

3 Taiwan suppliers,
13 foreign suppliers

3 Taiwan suppliers,
13 foreign suppliers

Source: APC amount statistics 2023

Procurement of Energy-Saving and Emission-Reduction Equipment

APC has been promoting energy saving and carbon reduction program in recent
years, and the procurement unit has also prioritized support for eco-friendly materials by
establishing SOPs to prioritize price inquiries to products certified for using the Green Mark

CH4 Eco-Friendly

CH5 Safety Workplace and Social Inclusion

by the Environmental Protection Administration; or products complying with
Environmental Protection Administration of the Ministry of Economic Affairs’s
requirements for recycled materials, recyclable products, low pollution, or energy
saving; or products recognized by relevant authorities that increase social benefits

or reduce social costs.

APC declared a total Green Procurement amount of NT$14.13 million in
2023. The procurement items included lamps and equipment carrying the Green
Mark and Energy Label and the energy-efficient equipment replacement projects
of Linyuan Plant, reducing energy consumption to achieve energy conservation
and carbon reduction effectiveness.

Proportion of Local Procurement Amount of Raw Materials and

Equipment and Project Outsourcing in Past 3 Years (%)

Proportion of Procurement Amount

Location

2022 2023
Taiwan 81 83 70
Foreign 19 17 30

Source: APC amount statistics 2023
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