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Message from the Management

True to our mission statement, TSRC strives
to become a trustworthy long-term partner
to our customers and fulfill our philosophy of
sustainable growth to become a corporation
of innovation, growth and excellence. TSRC has
grown to become one of the largest synthetic
rubber and elastomer companies in the world.
While dedicating its effort in pursue of strong
financial performance, we are committed to ful-

fill our corporate social responsibility.

In 2018, the global synthetic rubber market
was negatively affected by slower growth in Chi-
na automotive and tire market, abundant sup-
ply of low-price natural rubber, intense pricing
pressure driven by aggressive competition, and
the trade dispute. However, TSRC' s effort over
the past years of dedicating and developing our
specialty business increased TPE and ASM sales
and profit contributions. In addition, we were

successful in turning around and significantly

improving our joint venture investments in In-

dia and China and show its profitability.

Technology innovation is a key foundation
for TSRC in driving long term profitable growth.
Over the past few years, we have successfully
developed new solutions to support customers
in new technology and product development.
This in turn contributes to the overall enhance-
ment of the environment, resource utilization,

and stakeholders’ benefits.

Regarding corporate governance, TSRC has
stipulated “Code of Professional Conduct”
and “"Code of Ethical Conduct” which provide
ethical guidelines for all employees, managers,
and Board Directors in accordance with “The
Company Act” , “Securities Exchange Act” ,
and "Corporate Governance Best Practice Prin-
ciples for TWSE/TPEx Listed Companies” . Be-

sides disclosing major CSR items in our annual
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report, TSRC also issues CSR report in support
of increased transparency of our business oper-

ation.

TSRC is committed to corporate business
sustainability. “Sustainability” or “corpo-
rate social responsibility” has never been a
standalone issue but a core value internalized
in actions taken by TSRC. Our regular disclosure
in greenhouse gas data is well recognized by
the stakeholders. In addition, we utilize man-
agement system to carry out all tasks in energy
efficiency enhancement, facility efficiency im-
provement, pollution reduction, raw material

substitution, and waste reutilization.

TSRC upholds its founding value of caring for
the community. Besides playing a major role in
the Dashe Industrial Zone Company Alliance’ s
initiatives and activities such as giving back to

the local community and sponsoring chemistry
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courses, our Social Caring Committee belong to
TSRC CSR organization also conducts outreach
programs including living and financial dona-
tions to thousands of underprivileged students
and chemistry education activities in rural areas.
The chemistry education program, entering
its 8th year, involves hundreds of volunteers to
promote basic knowledge in science. These un-
dertaking demonstrate TSRC' s commitment
to chemistry education and contribution to the
society. We will maintain our commitment in

social engagement through concrete actions.

Looking forward, TSRC will continue to
strengthen our business competitiveness and
through economic, environmental, and social
engagements implement sustainable develop-
ment and concrete actions and contribution to

fulfill our social responsibility.

Joseph Chai, CEO
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Company Profile

TSRC is a publicly traded company (Stock
code 2103) in Taiwan with major shareholders
comprising domestic and foreign corporations
and individuals. Its main business consists of a
variety of manufacturing and sales of synthetic
rubber, with brand names of TAIPOL, T-BLEND,
VECTOR and other related brands, and the main
businesses are manufacturing and sales of a va-
riety of synthetic rubber (E-SBR, S-SBR, BR, TPE)
and non-synthetic rubber (Applied Materials).
All are upstream raw materials for products that

consumers generally use.

Our rubber product customers are mostly the
automobile industries, used in tires, engine tub-
ing, airbag covers, and window trims. In addi-
tion, some of our products are also used in daily
lives and industrial products, such as shoe ma-
terials, toys, construction materials, daily neces-
sities, industrial supplies, etc. (For more detailed

product description, see TSRC website).
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TSRC was founded in 1973. Originally be-
ing the only synthetic rubber manufacturer in
Taiwan, TSRC is currently an important rubber
industry leader in the Asian market. Recently
TSRC has been actively globalizing our busi-
ness recently: R&D and technology focus on
global planning, developed high value-added
products, and worked with the development
of customized products to expand the scope
of product applications and increase sales of
high value-added TPE products. The 2018 sales
reached NT$29,751,218,000.

Headquartered in Taiwan, TSRC is vigorously
expanding its business to establish production
bases and commercial teams in China (Nantong
in Jiangsu and Song-Jiang in Shanghai), Thai-
land, India, the USA, and Luxembourg to service
the growing demand of worldwide customers.
TSRC has two production factories in Taiwan
(Kaohsiung Factory/Gangshan Factory) and four

subsidiaries and warehouses in China. It has es-

tablished Arlanxeo-TSRC as a joint venture with
the German company Lanxess. Its India Factory
is the result of cooperation with IndianQil, and
it has established operation centers and sales
channels in Europe. In order to further develop
the market of high-quality shoe materials, the
production capacity of the Gangshan and Nan-
tong Factories have been expanded. In 2018,
a new production line was established in Binh
Duong, Vietnam. Its production is expected to
start in 2020 and add momentum to future op-

erations.

All TSRC production factories have received
international certifications including ISO 9001
(quality management system) and ISO 14001
(environment)/ ISO 45001 (safety)/ QC 080000
(no hazardous substance)/ ISO 50001 (energy)/
ISO 10012 (MSA or measurement manage-
ment system). In 2018, the Kaohsiung Factory
received the certification of IATF 16949 (auto-

motive quality management system), and the
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Nantong Factory is expected to complete the
development of an IATF 16949 management
system. In a rapidly changing market, TSRC can
only prevail in competition through continued

innovation.
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Synthetic rubber /
Thermoplastic elastomers

¥ Downstream customers

Tires, adhesives, plastic modifiers, shoe materials, etc.
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Our Mission & Vision

Our Mission

Be an essential partner to our customers, a social
responsible member of our community, and an
exemplary enterprise committed to innovation,

growth and excellence.

Our Vision

A growth oriented, profitable global enterprise
in specialty materials delivering best in class
solutions, values, and returns to our sharehold-

ers, customers and employees.

Message from the Management 9

Our Values

Integrity — Conduct all our dealings with honesty,

commitment, and pro-activeness

Innovation — Create impactful values through in-

novative ideas and solutions

Teamwork — Embrace diversity and teamwork in

driving performance

Excellence — Pursue excellence in quality, safety,

and services

Accountability — Take ownership to deliver busi-
ness performance and engage customers with

competency and dedication
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TSRC Management System

Environmental Policy

Cherish the earth resources and fulfill our re-
sponsibilities for environmental protection.
Commitment to continuous improvement and

business sustainability.

ISO 14001

Energy Management Policy

Comply with regulations and carry out energy
consumption audit/review.

Improve energy consumption through utiliza-
tion of high-efficiency equipment.
Continuous improvement in GHG (Green
House Gas) emis-

sions reduction.

ISO 50001

Hazardous Substance Free (HSF)Policy
Comply with HSF (Hazardous Substances Free)
related laws and regulations. Meet customer
product’ s environmental requirements.
Continuous improvement in environmental pro-
tection standards and

production of HSF (Haz-

ardous Substances Free)

products

QC 080000

Safety & Health Policies

People-centric is our core value. We strive
to achieve the target of “zero hazard, zero
injury” and operate based on the following
principles:

Technology - Safety &

Health Culture * Re-

sponsibility + Communi-

cation

ISO 45001

Message from the Management 10

Quality Policy

We are committed to meet and exceed

customer’ s expectation in products’

and services’ quality through the princi-

ples of “Do It Right the First Time” and
“Accountability” in

continuous quality

improvement.

ISO 9001

IATF 16949
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Corporate Social Responsibility Initiation
and Organization
TSRC CSR Organization--CSR Steering Com-
mittee, led by the CEQ, is the highest supervi-
sory unit responsible for decision-making in
economic, environmental and social issues. The
Committee holds regular meetings to confirm
and review the CSR promotion status and strat-
egy. Under the Steering Committee, there is a
"Promotion Secretary Office” and a total of
five subcommittees: “Corporate Governance
Committee” , "Employees Caring Commit-
tee” , "Environmental Protection Energy Sav-
ing Committee” , “External Communication
Committee” , and “Social Caring Commit-
tee” , to guide the three aspects of Corporate
Social Responsibility management indicators:

economic, environmental and social. With the

promotion by all committees, members of the
Group are actively promoting CSR activities, to
integrate the CSR concepts, economic, environ-
mental and social performance management
indicators with daily operations into routine
work, and communicate these to the corre-

sponding stakeholders.

The CSR Promotion Secretariat follows the

“P-D-C-A" (Plan - Do - Check - Action) man-
agement model to perform regular identifi-
cation of stakeholders, collect and inspect the
concerned issues of stakeholders, and discuss
them in the annual meeting held regularly, to
make sure that all the major topics are covered

and start an action plan after being confirmed

by the Committee. We also report the progress
of all relevant Corporate Social Responsibility
business to the Committee, and report the re-
sults to the Chairperson, and for the reference

of the Board of Directors.
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TSRC Material Issues Correspond to UN SDGs

- CSR - Economic

- CSR - Environment

- CSR-Society G : Employees Caring Environmental External Social Caring
overnance Committee Committee Protection Energy Communication Committee
GRS ° Saving Committee Committee
Code of ethics Benefit indicators Carbon/Water Footprint Customer Communication Social Caring
Financial indicators Training indicators Indicator Supplier Communication
Legal affairs indicators Caring indicators Safety and Health Indicator
Publicly traded confidential TSRC culture Organization/Product
information Environmental Protection,

Energy-Saving, Carbon
emission reduction
Develop Environmental
Protection Product /
Environmental Protection
Production Process

TSRC Corporation, Shen Hua Chemical, Nantong Industrial, TSRC-UBE, Shanghai Industrial,
Dexco Polymers
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Communication with Stakeholders and Material Issues Analysis

Communication and screening of stakeholders and material issues are the
most important part of Corporate Social Responsibility; understand the rele-
vant issues concerning the stakeholders through the disclosure of Corporate
Social Responsibility Report revelations, to let the stakeholders understand
the efforts and performance achieved on CSR by TSRC in 2018. Based on the

daily operations and external business communications conducted by TSRC's

CSR and Sustainability Issue Management 14

issues to give replies in this regard.

relevant departments and in accordance with the practical topic selec-
tion mechanism, the CSR Promotion Secretariat convenes each depart-
ment's personnel to use the organizational operation exchanges and
the stakeholder tolerance level to identify stakeholders. The Secretariat

then selects the prioritized communication targets and their concerned

Identify

Step 1

Identify Stakeholders
Stakeholders
7 categories

Based on the daily opera-
tion and external business
communication conducted
by our relevant depart-
ments, we have identified
the primary stakeholders.
There are 7 categories:
customers, employees/
labor unions, investors,
government (the compe-
tent authorities), media,
suppliers, society (including
communities/NGOs/local
residents affected by oper-
ation activities).

Identify

Step 2

TSRC Sustainability Issues
Issues
33 items

TSRC' s aspects were
based on the principles and
definitions of the report
content guidelines in the
GRI Standards Sustainability
Reporting Framework, ex-
ternal international related
sustainability standards and
GRI Standards, sustainabil-
ity information (e.g., DJSI,
CDP, SA8000, COP, SDGs,
etc.) and stakeholder’ s
communication process
and feedback. Internal
referred to the Company’ s
sustainability policies, the
company’ s operation
strategies and objectives.
After the discussion of the

Prioritize

Step 3

Concerned Level of
Issues
Questionnaires
175

In addition to maintaining
all types of interactions with
stakeholders through daily
business, TSRC also utilized
different channels, includ-
ing telephone communica-
tion, meetings, satisfaction
surveys, visits, participation
in associations, and other
ways. 2018 concerned level
analysis of material issues
was based on 175 ques-
tionnaire survey results, and
the 2018 stakeholder’ s
concerned level of material
issues was reviewed by
each department.

Prioritize

Step I

Impact Level on
Operation
Employees
54 persons

Our managers and mem-
bers of the CSR Promo-
tion Task Force who are
responsible for corporate
suitability measured every
issue’ simpacton TSRC' s
CSRimage and listed 2018
impact levels.

Prioritize

Step 5

Analysis of Material Issues
Material Issue
13 items

CSR Promotion Task Force
focused on the primary
stakeholders’ concerned
level of issues and analyzed
the level of the Company's
economic, environmental,
social impact to identify 11
material issues the stake-
holders are concerned with
(in addition to 2 self-dis-
closed issues). For every
material issue identified,
we assess its impact and
determine whether the
aspect has influence inside

or outside the organization.

Confirm

Step 6

TSRC Disclosure Contents
Specific Standard Disclosures
23 items

According to the material-
ity matrix, we selected 23
indicators as the key dis-
closure items of this report
and detailed the adaptation
strategies and performance
results for issues.

Examine

Step 7

Stakeholders
Communication and
Feedback
Verified and Published

Examined the report
completeness and demon-
strated the company's
performance and sustain-
ability impact. Feedback the
concerned issues of stake-
holders in each relevant
chapters. Sent the report
to the advisory committee
and the Board of Direc-
tors for audit and publicly
published and collected
stakeholders’ opinions
for the feedback in the next
report.

meeting, we integrated Note:

these into GRI aspects. + DJSI: Dow Jones Sustainability Index, CDP (Climate Change Program) carbon disclosure, SA8000 (Social
Accountability Standard), COP: UN Framework Convention on Climate Change (UNFCCC) Conference of the
Parties (COP), UN Sustainable Development Goals (SDGs).
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Stakeholders, material issues and communication channels are as follows:

Customer

» Customer privacy

Employees/Labor

Union

» Occupational health

Investor

Economic Perfor-

» Occupational health

CSR and Sustainability Issue Management 15

» Procurement practices

Society
(including communities/
NGOs/local residents
affected by operation
activities)

» Local Community

Government
(competent authorities)

« Environmental com-

Material |° Customer Health and and safety mance and safety » Economic Perfor- « Environmental com- pliance
Safety - Economic Perfor-  Environmental com- |+ Environmental com- mance pliance - Effluent and waste
Issue |, Occupational health mance pliance pliance « Customer privacy « Effluent and waste « Disposal
and safety » Employment * Effluent and waste * Effluent and waste
» Annual Interactive » Employees Welfare » Web Site Information |+ Set up CSR Mailbox » Supplier CSR Evalua- |+ Non-scheduled Visits |+ Corporate Social Re-
Seminar Committee Disclosure of Corpo- on the Company Web tion « Industrial Park Manu- sponsibility Report
« Visit (Email, Tele- - Disclosure of Material rate Social Responsi- Site « Set up CSR Mailbox facturers Association |+ Government Laws and
phone, Questionnaire, |  Safety Data Sheet bility Report » Unscheduled tele- on the Company Web |« Industrial Park Service Regulations Publicity
etc.) » Responsible Care « Investor Service phone communi- Site Center » Government Official
Commu- | Disclosure of infor- Committee Mailbox in the Com- cation/face-to-face  Supplier CSR Publicity | Set up CSR Mailbox Documents
T mation in the product |+ Health Promotion pany’ s Web Site meeting « Supplier Environmen- on the Company Web |« Stock Annual Report
nication safety data sheet web- |  Forum (if Required)  Public Information « Disclosure of infor- tal Protection Evalua- Site
Channels | site » Employee Complain Observation Post mation in the product tion « Web Site Information
e Customer CSR Audit Mailbox » Shareholder’ s Meet- safety data sheet web- [ « Web Site Information Disclosure of Corpo-
» Web Site Information |« Industrial Safety Bulle-| ing site Disclosure of Corpo- rate Social Responsi-
Disclosure of Corpo- tin « Web Site Information rate Social Responsi- bility Report
rate Social Responsi- |+ Labor Union Repre- Disclosure of Corpo- bility Report
bility Report sentatives Conference rate Social Responsi- |+ Annual Supplier Eval-
bility Report uation
e Annual e Quarterly e Annual « Active on working » Performed annually « Irregular « Updated annually
« Irregular  Regularly updated « Active on working days « Active on working e Irregular e Irregular
Commu- | . Regularly updated e Quarterly days - Irregular days « Performed if neces- o Irregular
nication |« Irregular e Irregular « Published daily  Each batch of prod- » Performed annually sary » Updated annually
frequency | * Annual « Irregular » Annual ucts  Performed annually « Active on working
 Published daily » Updated annually » Updated annually days
e Annual » Performed annually « Updated annually
CH1. Corporate Mission | CH4. Corporate Social CH2. Corporate Social CH4. Corporate Social CH2. Corporate Social | CH 2. Corporate Social | CH3. Corporate Social
and Vision Responsibility - Responsibility and Responsibility - Responsibility and Responsibility and Responsibility -
CH3. Corporate Social Environmental Sustainability Is- Environmental Sustainability Is- Sustainability Is- Economic
Respond- Responsibility - CHS5. Corporate Social sues Management | CH5. Corporate Social sues Management sues Management | CH4. Corporate Social
ing Chap- Economic ' Responsibility - CH3. CorporateSocial Responsibility - CH3. CorporateS‘ociaI CH4. Corporate‘S'ociaI Responsibility -
ters CHS. Corporate Social Social Responsibility - Social Responsibility - Responsibility - Environmental

Responsibility -
Social

Economic

CH4. Corporate Social

Responsibility -
Environmental

Economic

Environmental
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o XAfter assessment by the internal task force, we made self-
Low impact Severity Height impact disclosures regarding 15 Energy/16 Economic performance.
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In 2015, the UN released the SDGs which have since become a
common language for sustainable development around the world.
The SDGs are not just a global trend in development but also con-
tain important business opportunities for companies in the future.
TSRC uses the material issues assessed with the GRI Standards as
basis to conduct evaluation regarding risks to humans and envi-
ronment and the provision of effective products, services or invest-
ment and to identify the sustainable development goals related to
the SDGs with the aim to make vital contribution to the SDGs.

TSRC enhances its sustainability strategy to advance economic
growth, social equality/progress and environmental protection on
a comprehensive basis in order to demonstrate the long-term value
of TSRC. In 2018, TSRC defined priorities for the SDGs. We will dis-
close our performance in sustainable development with respect to
the product life cycle and value chain stages in the transition from
supporting the SDGs to real action plans. We will integrate these
goals into our daily activities through various approaches and keep
reviewing and modifying the SDGs priorities in the future to gain
recognition from investors and stakeholders and create sustainable
values. The issues and practices and goals from sustainable devel-

opment will be disclosed in the relevant chapters.

Step ]

Identification of SDGs
priorities

@

Step3 Step2

Evaluation and

Repor;n:cgljélcrﬁg?\ratlon @ performance assessment
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TSRC Issue Related SDGs Item UN SDGs Description and Indicator TSRC sustainable development Practice and Goal

Energy saving and
carbon reduction

Ensure that everyone has access to affordable, reliable,
sustainable and modern energy.

7.3_By 2030, double the global rate of improvement in
energy efficiency.

We continue to promote the ISO 50001 energy management
system and use more energy-efficient means for production
to lower energy concentration.

Goal: The annual average power saving rate reaches 1% or
higher.

13 oo

©»

Take urgent action to combat climate change and its impact.
13.2_Integrate climate change measures into policies,
strategies and planning.

We engage in greenhouse gas reduction and management
in line with the goal set by the competent authorities: The
greenhouse gas emissions in 2050 are 50% or less of those
in 2005.

Green production

CLEAN WATER

AND SANITATION

Ensure that everyone can enjoy water resources and health
facilities under sustainable management.

6.3_Various approaches will be used to improve water
quality and substantially increase the recycling volume of
waste and its safe reclamation on a global basis in 2030.

Improvement in management and reduction of wastewater
in the factory.

Goal: Various approaches will be used to improve water
quality and substantially increase the recycling volume of
waste and its safe reclamation on a global basis.

To ensure sustainable consumption and production patterns
12.5_We expect a substantial reduction of waste by
2030 through prevention, reduction of the total amount,

Implement reduction of waste, recycling and management
pursuant to ISO 14001 Environment Management System to
ensure sustainability of the environment.

RESPONSIBLE
Sustainable 1 proedico . . . . ,
environmental recycling, and reclamation. In 2018, the Kaohsiung Factory acquired the MFCA (Material
rotection m Flow Cost Accounting) third-party assurance to enhance
P the recycling of rubber and improvement of the equipment
functionality. The MFCA system will be further applied to
other production lines in 2019.
To promote inclusive and sustainable economic growth, | We continue to increase our revenues and enhance
DECENT WORK AND . . . P
Ethical ECONDMICGRONTH achieve full employment and create productive and decent | economic productivity through patents, R&D and
/\/' jobs. innovation. Goal: Substantially increase the total revenues
management '

8.2_Achieve higher levels of economic productivity through
diversification, technological upgrading and innovation.

and continue to boost the current profit rate.
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TSRC Issue Related SDGs Item UN SDGs Description and Indicator TSRC sustainable development Practice and Goal

Labor equality

DEGENT WORK AND
ECONOMIC GROWTH

To promote inclusive and sustainable economic growth,
achieve full employment and create productive and decent
jobs.

8.7_Eradicate forced labor, modern slavery and human
trafficking and secure the prohibition and elimination of the
worst forms of child labor, and by 2025 end child labor in all
its forms.

We promote inclusive and sustainable economic growth and
achieve full and productive employment, such as employee
care and prohibition of child labor.

Goal: All the factories continuously undertake not to use
child workers.

Safe production

DECENT WORK AND
ECONOMIC GROWTH

To promote inclusive and sustainable economic growth,
achieve full employment and create productive and decent
jobs.

8.8_Protect labor rights and promote safe and secure
working environment for all workers.

Through the ISO 45001 occupational safety and health

management system, we have established our “Safety and

Health Policy” to disclose that our core value is human-

focused. We will pursue the goal of zero accidents and

zero injuries through the principles of “technology” ,
“safety and health culture” , “responsibility” and
“communication” .

Customer first

Ensure sustainable consumption and production patterns.
12.6_Encourage companies, especially large and
transnational companies, to adopt sustainable practices
(release of sustainability reports).

Based on the concept of product life cycle, we ensure user
safety through transparent product information, and we
actively disclose sustainability indicators and reports to gain
the trust of stakeholders.

Goal: Release sustainability reports annually and reply to
customers’ sustainability questionnaires.
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TSRC Milestones

- Relocated the Philips
SBS Plant from Texas,
USA to Kaohsiung.

- Established a BR plant
with an annual output
of 40 thousand metric
tons.

» Established an E-SBR
plant with an annual
output of 100 thou-
sand metric tons (the
first E-SBR plant in Tai-
wan).

- Taiwan Synthetic Rub-
ber Corp. (TSRC) was
established in 1973.

BR Factory

Global Business
Headquarter

TPE Factory

Kaohsiung Factory

1980's

1970's
Early Growing
Stage
Beginning

Rapid Regional
Expansion

Successfully devel-
oped the first genera-
tion of SEBS technolo-
gy

Participated in a joint
venture project of BR
with an annual output
of 50 thousand metric
tons in Thailand.
Established Shen Hua
Chemical Industrial
in Nantong, Jiangsu,
China and established
an E-SBR plant with an
annual output of 100
thousand metric tons.
This Company is the
first joint venture and
overseas Company of
TSRC.

Established its second
SBS production line in
Kaohsiung.

Shen Hua Chemical

Industrial Co. Ltd

- Established an SEBS plants with an annual output

of 20 thousand metric tons and formed an joint
venture-BR plant with an annual output of 50
thousand metric tons respectively in Nantong,
Jiangsu, China.

Established Compound plants in Songjian,
Shanghai and Jinan, Shandong, respectively.
Successfully developed the second generation
SEBS technology.

TSRC (Shanghai)

Gangshan Factory )
Industries Ltd.

TSRC (Jinan) TSRC-UBE (Nantong)

Nantong Industrial

CSR - Economic 22

Incorporated Vietnam subsidiary, located in Binh
Duong Province, TSRC (Vietnam)

Raised stake in Indian joint venture (Indian Syn-
thetic Rubber Private Ltd.) to 50%

Kicked off the construction of the second SEBS
production line in Nantong, Jiangsu, China.
Upgraded the Technology Center and Semi-com-
mercial Plant in Kaohsiung, Taiwan.

Expanded the production line for Advanced Shoe
Materials in Gangshan.

Established a SIS plant with an annual output of
25 thousand metric tons in Nantong, Jiangsu,
China.

Acquired Dexco in the U.S.

Established an joint venture E-SBR plant with an
annual output of 120 thousand metric tons in
India and a joint venture NBR plant in Nantong,
Jiangsu, China.

Signed an SBS technology licensing contract with
a Russian Company, which was the first technolo-
gy outlicensing by TSRC.

Arlanxeo-TSRC Indian Synthetic

Rubber

Dexco Polymers

2010's

2000's

1990's

Globalization

Expansion of
Production

Lines
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TSRC Issue Material | Related SDGs UN SDGs Description and Indicator TSRC sustainable development Practice and
Issue Item Goal

To promote inclusive and sustainable economic growth, | We continue to increase our revenues and

Ethical man- | Econom- EEORMGGROWTH achieve full employment and create productive and decent | enhance economic productivity through pat-
2gement ic Perfor- M jobs. ents, R&D and innovation. Goal: Substantially
9 mance lI' 8.2_Achieve higher levels of economic productivity through | increase the total revenues and continue to

diversification, technological upgrading and innovation.

boost the current profit rate.

Financial Performance

Being a responsible corporation to the stakeholders, TSRC releases the
monthly financial report every month and holds a Shareholders’ Meeting
every year. Appropriate financial information is disclosed on the Public In-
formation Observation Post. Shareholders may submit proposals in writing
in the annual shareholders' meeting in accordance with the companies act.
Moreover, Investor Relations Pages are set up on the Company's website
in traditional Chinese, English and simplified Chinese editions. Regularly
updated financial information and corporation conference presentations
are available for the investors' reference. Shareholders and investors can
also use the Investor Relations Mailbox to express their questions and sug-
gestions, and all relevant information can be queried in the TSRC Investor
Relations Pages or Public Information Observation Post. We believe that all
efforts will improve the transparencies of TSRC's operation and informa-
tion, so that the investors may have access to more relevant information

when making investment decisions.

Currently, TSRC's primary products are BR, SBR and bulk synthetic rub-
ber products, followed by the widely used TPE. The Company's medium
to long-term development strategy in the next five years, in addition to
the primary business of bulk synthetic rubber products, is to achieve the
five-year operational goals through three main strategies, namely organic
growth, enhanced business portfolio and increased profit.

Financial Figures Unit: NT$ 1,000

Items 2016 2017 2018
Financial Sales 26,955,090 31,766,237| 29,751,218
Ability | 1otal Assets 29,769,927 28,999,341| 30,230,169
o Net Profit after 1,093,607 849717 1,233,670
Profitabil- | Tax
ity Earnings Per Share 12 1.06 1.44

after Tax (NTD)

* Information in this table is extracted from the consolidated financial statement of TSRC and
subsidiaries.
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Technology and R&D Overview Unit: NT$ 1,000

Items 2016 2017 2018
Net Sales 26,955,090 31,766,237 29,751,218
R&D Expenditure 346,700 375,550 387,948
R&D Expenditure/Net Sales (%) 13 12 13

XFor more detailed operational performance and financial information (capital), see the
TSRC Annual Financial Report.

TSRC Annual Allocated Economic Value (% in Revenue)
Employees' Payments to | Payments to

Operatoi/(r:g cost Salaryand | Shareholders | Government
Benefits % % %

2016 87.6% 7.2% 3.3% 1.9%

2017 91.5% 6.2% 2.6% 0.9%

2018 90.4% 7.0% 2.7% 1.3%

Notel : Operating Cost: The cost and expense of doing business (but does not including
the employees' salary and benefits).

Note2 : Employees' Salary and Benefits: including salary, labor and health insurance, retire-
ment funds, and other expenses for benefits.

Note3 : Payments to the government: Taxes (for example: sales tax, income tax, and proper-
ty tax, others).

Adjusting to the rising global awareness of CSR operation, the major
R&D direction of TSRC still focused on applying advanced environmental
protection production process to develop new high value-added products
and technology to satisfy our customers with our products and services.
Through solving customer’ s rubber usage problems, we created a win-

win situation.

Through the R&D centers in Kaohsiung and the USA and a complete
global supply chain system, TSRC has built a platform for communication
with the R&D teams of the main customers to jointly develop high-quality
and innovative products, accelerate product differentiation and transfor-
mation of industrial application, and develop high-value-added markets.
TSRC seeks a place in high-value markets including medical treatment,
lubricating oil viscosity modifier, high-quality shoe materials and environ-
mental protection tires. TSRC also gradually boosts the sales and profit of
new products, including assessment on the application of materials in the
operational integration plan for the Greater China region with the aim to
increase economic benefits. The total amount of R&D expenditure in 2018
was approximately NT$387,000,000.
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partner ship with customer to joint development in customized products.

Develop differentiated application for the SBC products, such as high-end medical materials, customize shoe materials,
thin printing and protective film, lubricant viscosity modifier, etc.

Built new BR technology platform for the development of new products to satisfy the needs of the HIPs customers to
improve the processing properties of tires and enhance rolling resistance performance.

Contentiously build the optimal process technology and integrate into the new factory design with the highest quality
products.
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TSRC actively applies for patents to protect the results
of Research and Development and advance production
processes as differentiated tools against the competi-

tors. In 2018, there were 6 patents awarded.

Successfully developed technologies or products

Development of
S-SBR products

Development of
green and ecofriend-
ly rubber materials

Development of new
generation HSBC
products

Development of
leading processing
technology

Completed functionalization modification and success-
fully applied in the next generation products.

Commercialized green and eco friendly BR and E-SBR
products and received positive confirmation from leading
companies in plastic modification, tire and shoe materi-
als.

Completed the development of materials for next gener-
ation medical applications, graphic printing films, protec-
tive films, foaming and auto component.

Implemented new process technology in upgrading ex-
isting factories and new factory design.

TSRC' s consolidated revenue in 2018 was NT$29,800,000,000 with an EPS of NT$1.44. The

sales percentage of synthetic rubber was 94.31% with the main markets in China, USA, Thailand,

Germany, Turkey, Japan and Italy. The sales percentage of non-synthetic rubber was 5.69% with

the main markets in China, Southeast Asia, Europe and USA.

2018 Sales Percentage of Synthetic Rubber

Other Areas
Europe 3%
12% \

America
16%

Asia
69%

2018 Sales Percentage of Non-synthetic Rubber

Greater China Area Other Areas
36% ‘ 18%

Vietnam Area
46%
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Memberships in Association and Organizations, Cooperation

To fulfill its CSR and meet the expectations of external stakeholders, TSRC has adequately assessed and actively participated in the plans of domestic and

foreign industrial associations and organizations. TSRC is firmly committed to its CSR and gives concerns and work from all aspects in order to make sub-

stantial contribution regarding sustainability issues. Key industrial associations and organizations where TSRC has memberships:

Association name

Petrochemical Industry
Association of Taiwan

Operation

+ The general meeting is held annually.

+ The Petrochemical Industry Journal is published every month/
The Petrochemical Industry Annual Report is published every
year.

Expected benefits

- Develop the whole petrochemical industry and collect infor-
mation about the petrochemical industry.

+ Maintain good relationship with other petrochemical compa-
nies to solve common problems.

Taiwan Rubber & Elas-
tomeric Industries As-
sociation

+ The general meeting is held annually.
- Information about rubber technologies is provided.

- Maintain and develop good relationship with downstream
manufacturers.
+ Collect information about rubber processing technologies.

Dashe Petrochemical
Industrial Park Manu-
facturers Association

+ Hold regular meetings to discuss and solve the common
problems of the companies in the industrial park (including
Good Neighbor Feedback activities).

- Participate in the operation of the Association to protect the
rights and interests of the Company in the industrial park, col-
lect the information on other companies, and solve common
problems.

The Institute of Internal
Auditors - Chinese Tai-
wan

+ Organize theoretical and practical researches, workshops, dis-
cussions and visits with respect to the internal audit and pro-
mote audit education.

« Introduce the latest theories and practices of internal audit,
improve the audit capability, and exchange experience in in-
ternal audit techniques with other companies.

Human Resource Man-
agers Association of
Petrochemical Compa-
nies

- Organize regular activities, exchange information, and com-
municate and coordinate human resource related policies.

+ Understand the status of the industry and keep close contact
with other companies.

Industrial Safety and
Health Association of
the R.O.C.

+ Hold one general meeting every year to review the operation
of the Association.

+ Collect relevant information on occupational safety and health
to facilitate inspection and coordinate of industrial safety.
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Ren Da Industrial Park
Association for Promot-
ing Labor Safety and
Health

+ The administration center holds regular meetings.

- Exchange safety and health information with other factories,
provide supports with safety equipment, discuss safety and
health issues and propose relevant suggestions.

Taiwan Responsible
Care Association

- Hold the general meeting on a regular basis, reflect the opin-
ions of the members to the government, and organize rele-
vant training courses.

Understand the responsibility of the petrochemical industry
to the society in Taiwan and improve the performance in the
environment, health and safety on an ongoing basis.

International Institute
of Synthetic Rubber
Producers (IISRP)

+ Hold the annual meeting every year.

Collect the information on the global synthetic rubber to form
international horizons.

Chinese National Asso-
ciation of Industry and
Commerce, Taiwan

- Provide members with relevant information and promote in-
ternational economic and trading cooperation.

+ Organize trading and investment events as well as technology
discussion and visiting activities for the industries.

Understand the status quo of the industry and facilitate com-
munication with other companies.

Safety & Health Associ-
ation of Taiwan

- Hold one regular meeting every year.

Prevent accidents with respect to safety, health and environ-
ment and perform relevant investigation, research, implemen-
tation and prevention.

Association of Bio-
based Material Industry

« The members hold regular meetings by rotation.
+ Provide e-paper for the members to collect more information
about the industry.

Explore the development trend of biomass technology, pro-
mote technical exchange in the industry, facilitate cooperation
with other companies and participation in large-scale cooper-
ative programs, and strive for external supports.

Taiwan Chemical Indus-
try Association

+ Hold the annual industrial forum and TSRC dispatches repre-
sentatives for the forum.

- This is the window for international communication and co-
operation. It follows the international development trend and
leads the chemical industry in Taiwan to bring innovation and
transformation into practice.
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Benjou Industrial Park
Manufacturers' Associ-
ation, Gangshan, Kaoh-
siung

+ Hold regular meetings to discuss and solve the common
problems of the companies in the industrial park.

- Participate in the operation of the Association to protect the
rights and interests of the Company in the industrial park, col-
lect the information on other companies, and solve common
problems.

China Rubber Industry
Association

Hold one industrial production technique exchange meeting
every year.
+ Hold forums and seminars on an irregular basis.

- Communicate the information of the industry and the latest
development in the technique, production, safety and envi-
ronment. Facilitate the healthy and long-term development of
the industry.

Nantong Standards As-
sociation

Hold one annual meeting every year.
+ Hold forums on an irregular basis.

Understand the development of the international standard-
ization in a timely manner, give effective guidance in the eval-
uation of quality indicators, and improve the quality and de-
velopment of the products.

Production Safety
Management Network,
Nantong Economic and
Technology Develop-
ment Area

+ Hold one board meeting every quarter.

Maximize the capability of corporate safety production man-
agement and continue the improvement of the self-control,
mutual control and joint control capability for the safety pro-
duction in the area where the factory is located to effectively
prevent occurrence of accidents.
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Corporate Governance

To efficiently implement corporate governance, the shareholders'
meeting elects directors to form the board of directors, which is TSRC's
business execution organization. The chairperson of the Board of Direc-
tors presides over the shareholders’ and board of directors’ meetings
internally and represents TSRC externally. The Board of Directors of the
Company participates irregularly in the relevant governance education
training organized by the Taiwan Securities and Futures Institute (SFI)
and Corporate Governance Association (CGA). We establish the “Board
of Directors Authority Regulations” and “Level of Authority Table for
TSRC and Subsidiaries” , to specifically define the authority of the Board
of Directors and authorization of the management, and clearly divide the

responsibilities between the Board of Directors and the management.

All the directors and employees shall comply with the “Ethics Code of
Conduct” and “Official Business Operation Code of Conduct” when
performing their duties. We bring our decision on ethical management
into practice in our corporate culture declaration of mission, vision and
core competences. The above-mentioned regulations explicitly provide

that violations of any regulations are subject to the punishment speci-

fied in our "Rewards and Disciplinary Operating Regulations” ; no employ-
ee is allowed to make use of his/her duties for personal benefit or to obtain
any gains for his/her relatives when dealing with business or carrying out
any procedures; an internal procedure for reporting violations, punishment
and appeal is available. We regularly review the Company's “Corporate Mis-
sion, Vision and Value” and the “Core Competencies” and “Management
Competencies” , request compliance from all relevant personnel, and im-
plement these in the annual performance evaluation of employees. Any vi-
olation of the regulations shall be subject to the “Rewards and Disciplinary

Operating Regulations” .

The TSRC CSR Steering Committee established the “CSR Declaration” in
2012. It contains the compliance with respect to the trade, investment, con-
tracting, supply, and operational development and all the rest business and
employee relationships. Regulations on ethics, labor, environment, health
and safety, management system, corporate governance, and social engage-
ment are also available to ensure fulfillment of our corporate social responsi-
bility.
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Shareholders Meeting

Board of Directors Chairman

Audit Committee Compensations
Committee

Secretariat Division of

Board Directors Internal Audit Office

Management Team

Board of Directors

TSRC Board of Directors is the highest governance unit of the Company.
The directors are elected at the shareholders' meeting. The Company
business shall be conducted based on the resolutions of the Board of Di-
rectors, except for the business to be resolved at the shareholders' meet-
ing in accordance with the provisions specified in the laws and regulations
or the "Articles of Incorporation” . The main responsibilities are to estab-
lish the Company's internal control system and risk-related financial pro-
cedures, determine and approve the Company's development strategies,
supervise the Company's operational objectives, appoint and supervise
the Company's operation team, ensure effective operations of the gover-
nance systems, verify the internal financial, accounting and auditing sys-
tems, and assess the operation risks among others tasks. There are a total
of 9 directors on Board of Directors (among them, three are independent
directors), and there are three functional committees (Audit Committee,
Compensation Committee and Strategy Committee) set up under the
Board of Directors. They assist the Board of Directors in enhancing its

management and supervision functions within their individual authorities.

The members of the TSRC Board of Directors shall have the wealth of

knowledge, business experience and industrial judgment capable of exe-

Note

cuting their job duties™", including operating judgment, accounting and

financial analysis capabilities, operation management capabilities, crisis
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management capabilities, industrial knowledge
and international market perspectives, in order
to achieve the ideal goals of the corporation

governance.

The TSRC Board of Directors was reelected on
June 21, 2018. The ex-chairperson, Shao-Yu,
Wang, retired and the new chairperson is Nita

Ing.

Note : Please refer to the TSRC Annual Report for the edu-
cation background of the Directors and Supervisors.
www.tsrc.com.tw

Anti-Corruption, Confidential Non-Dis-
closure Policies

TSRC has established and announced the
ethical code of conduct on outside official web-
site to reach the consensus on ethical standards
with the Company’ s directors and managers
and prevent insider trading, avoid a conflict of

interest between the Company and individuals,

The ex-chairperson, Shao-Yu, Wang, retired
honorably

and eliminate the opportunity for illegal benefit.
Any non-public information that may potential-
ly influence the Company's stock price shall be

kept strictly confidential.

Since the promotion of CSR, TSRC has ex-
pected the voluntary actions that transcend
law compliance and can meet the requirements
for sustainable growth and integrate CSR into
core operation process. For the compliance of
all employees, we establish internal regulations
such as “Confidential Information Manage-
ment Regulations,” “Personal Information
Operation Management Regulations” and

“Code of Professional Conduct” to protect the
Company' s intellectual property rights, confi-
dential information and the personal informa-
tion of the customers and employees. Through
the new employee training, electronic bulletin
board and other publicity means, we clearly re-
quest the employees to use the resources and
assets effectively, protect the business secrets,
prevent insider trading and antitrust regula-
tions, conduct fair trade, avoid conflict of inter-
est between the Company and the individual,
eliminate the opportunity to take private inter-
ests, prohibit bribery, follow the network access

regulations, and comply with part-time job rules
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when executing relevant internal and external
business within the scope of the work assigned
by the Company. A corresponding punishment

system is also available.

TSRC upholds the position on not to partic-
ipate in public policy lobbying and does not
make political contributions, but encourages
employees to fulfill their civic responsibilities
and participate in public election voting. We
approve leave for these reasons according to
relevant laws TSRC is concerned and pays atten-
tion to the public affairs that affect the industry,

economy and the life of the employees.

TSRC Risk Management

Board of Directors / Management Level

CommitteeCommittee
Guideline Information
Audit Office
Internal Control and
Audit

Department + Factory
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Internal Control, Establishment and Implementation of the Internal Audit System

The Audit Office is directly under the Board
of Directors. It is responsible for auditing the
internal control system and following up dis-
covered defects and abnormal activities until
they are improved. Audit reports and self-eval-
uation results are submitted to the Board of
Directors and the management for review. The
internal control system includes the internal
audit system. In addition to the annually sched-
uled self-evaluation of the internal control sys-
tem, we review, amend and establish or revise
important control operations at any time in
response to the internal and external environ-
mental changes. Such review, amendment and
establishment or revise must be reviewed and
approved by the Board of Directors. With the in-
ternal audit and control system, TSRC promotes

the soundness of the corporate operation.

The risk management of TSRC is conducted
through existing departments or functional
units in the organization. Our external related
issues includes economic issues, social / cul-
tural issues, political issues, regulation / law
issues, technique / technology issues, compet-
itor / market (industrial status) / customer and
environmental issues. Internal related issues
includes corporate value, corporate culture,
corporate knowledge, corporate performance,
production management capability, sales capa-
bility, human resources management capability,
product development capability, financial capa-
bility, information capability and environmental

management etc.

We identify possible risks / incidents that may

have impact on business objectives, decide ap-

propriate response measures after assessment
to mitigate, transfer or avoid risk. The func-
tioning department of the TSRC reports to the
management about the risk environment, risk
management emphasis and risk assessment
that the Company encounters and the adaption
measures every year in compliance with the in-
ternal control system, assessment system, and
management system review. The auditing unit
reports to the Audit Committee on a regular
basis. The Audit Committee made suggestions
with respect to the risk assessment and its im-

pact and reports to the Board of Directors.
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Scope of TSRC Risk Management

Strategy Aspects

Compliance and adjustment to law changes
Policy development

Impact of the change in the corporate
image on the crisis management of the
Company

Industrial market changes and market
demand

Impact of the change in the technology
and industry on the financial cooperation
of the Company

Operation Aspects

Intellectual property rights

Recruitment of talents

Corporate image

Expected benefits from expansion of the
factory building

Risk brought about by concentrated
purchase or sale

Finance Aspects

« Interest rate and exchange rate

- Inflation
- Strategic investment

Hazard Aspects

- Earthquake and other natural
disasters

+ Fire or chemical spills

- Energy resources supply
interruption

- Information safety risk

For the management of risk, there is an ex-
plicit division between the Company and each
affiliate in the responsibility, authority, and
management objective with respect to the
staff members, assets and finance, and an in-
formation safety firewall system is established
for these purposes. The auditing unit executes
internal audit and control measures to ensure
control of the risk and compliance with relevant
laws and regulations. In add, </630 we establish
corresponding standard operation procedures
(e.g. crisis operation management regulations
/ emergency response operation management
regulations) to ensure risk management of ma-
terial emergencies such as fire, chemical leak,
information service interruption, supply chain
interruption, environmental events or external

water and electricity supply interruption.
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External advocacies

1994

 Kaohsiung
Factory passed
the ISO 9001
Quality System
certification.

1998
~ 2000

In 1998, Kaohsiung
Factory finished the
ISO 14001 Environment
Management System.
In 2000, Shenhua
Chemical obtained ISO
9001 quality system
certification.

2019

Kaohsiung Factory
acquired the IATF 16949
Automobile QMS
Standard.

The ISO 45001
Occupational Safety and
Health Management
System was revised.

2003
~ 2007

In 2003,Shenhua
Chemical obtained ISO
14001 Environment
Management System.
In 2006, Shanghai
Industrial achieved ISO
9001/ISO 14001 system
certification.

In 2007, Gangshan
Factory passed the ISO
9001/1SO 1400 system
certification.

2018

The ISO 9001 QMS
and 14001 EMS
were revised for
each factory.

2009

 Kaohsiung
Factory passed
the OHSAS 18001
Occupational
Safety and Health
Management
System
certification.

2015

» The ISO 50001 Energy

Management System
was implemented in
Nantong Area.

2010
~ 2011

« In 2010, TSRC-UBE/
Nantong Industrial
obtained ISO 9001/
ISO 14001 system
certification.

- In 2011, the Kaohsiung
Plant promoted the
QC 080000 HSPM
Hazardous Substance
Management System.

 In 2011, the Kaohsiung
Plant conducted an ISO
14064-1 GHG.

2014

» TheISO 10012

Measurement
Management System
was implemented

in Nantong Area

to enhance control
and supervision of
measurement.
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2012

» Promoted CSR events
and issued the CSR
report (GRI third-party
assurance).

 Kaohsiung Factory
promoted ISO 14064-
2 GHG Reduction/
conducted ISO 14067
Carbon and Water
Footprint Inventory.

2013

 Kaohsiung Factory built

the ISO 50001 Energy
Management System.

- Established Supplier

Code of Conduct
pursuant to the CSR
Declaration.
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TSRC is devoted to creating good partnership. Being a leading compa-
ny in the synthetic rubber industry, we are committed to the sustainable
development of the service value chain in cooperation with the suppliers
and dealers. Our supply chain management system is established based
on creation of value. Instead of the traditional mode in which the quality,
cost, and trading procedure are the core, we select partners carefully and
find potential opportunities by identifying and managing the risk the
may occur to the supply chain in the governance, environment and soci-
ety aspects in the hope to build a supply chain structure that can provide
sustainable competitive advantages and create a new business model for

sustainable development.

TSRC CSR Procurement Basic Policy

« TSRC is devoted to CSR and encourages our partners to promote
open and fair competitive business activities based on fairness and
ethics for the long-term profits and sustainable operations of us and
our partners.

e TSRC believes that the members of the supply chain play a very im-
portant role in the execution and development of the CSR and ex-
pects that our partners will agree on and spare no efforts to fulfill
their social and environmental responsibilities and take these as a

guideline of their business.

«  We expect that our partners will follow TSRC' s Partner Code of Conduct
(PCCQ), including the categories of environment, occupational safety and
health, human rights/ethics and labor policies, and ensure that the prod-
ucts and services provided comply with all national and other applicable
laws and regulations.

« TSRC will first select the suppliers that are in compliance with the PCC.

Hazardous Substances Free Policy

Comply with HSF (Hazardous Substances Free) related laws and regulations.
Meet customer product’ s environmental requirements.

Continuous improvement in environmental protection standards and pro-

duction of HSF (Hazardous Substances Free) products.
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TSRC is devoted to creating good partner-
ship. Being a leading company in the synthetic
rubber industry, we are committed to the sus-
tainable development of the service value chain

in cooperation with the suppliers and dealers.

By implementing the supplier HSE manage-
ment audit and CSR dissemination system in
the development of the occupational safety and
health/environment management systems, we
identify and manage he risk the may occur to
the supply chain in the governance, environ-
ment and society aspects in the hope to build a
supply chain structure that can provide sustain-

able competitive advantages.

Raw Materials

The main raw materials are butadiene and
styrene. The suppliers in Taiwan Area are
mainly the CPC Corporation, Formosa Pet-
rochemical Corporation, Taiwan Styrene
Monomer Corporation, and Grand Pacific
Petrochemical Corporation; the suppliers in
China Area are mainly Sinopec Sales, Shell
Petrochemical Company Limited, Fujian Re-
fining & Petrochemical Company Limited,
and SECCO Petrochemical Company Limit-
ed.

TSRC

Vendor
Contract General
The main business includes service General vendorg other
contracting, equipment repair and than raw mate_nal and
construction, civil engineering, contracting business.

and environmental protection; for
individual factories long-term ser-
vice/administrative work (canteen/
cleaning/security)/warehousing and
logistics (occupying about 20%).
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New Raw Material TSRC professional capability / CSR
Supplier
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. . bilit luati
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» New Supplier
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construction cooperativeness

Collection and
) analysis of evaluation
Annual performance evaluation data
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In supplier selection, the procurement de-
partment implemented “Hazardous Substance
Free (HSF)” graded management and control
measures and request a Chemical Material
Safety Data Sheet from the supplier, even for
trial chemicals, to ensure the raw materials in
the TSRC products are in compliance with the
HSF specifications. All departments shall select
the suppliers that have passed relevant system

certification; all new suppliers are required to

Green Procurement Excellence Award

Supplier Platform http://srm.tsrc-global.com

pass the TSRC's CSR evaluation process in all
three aspects of environmental, economy and
society (e.g. supplier CSR report or CSR evalua-
tion sheet). We uphold the principle of fairness

to select suppliers.

We evaluate and score the qualified suppliers
every year with respect to the product quality
(including the demand for Hazardous Sub-
stance Free), delivery punctuality, coopera-
tiveness, and industrial safety management. In

the communication between the suppliers and
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TSRC, in additional to the routine communica-
tion between TSRC purchasing personnel and
suppliers, both parties can communicate via
the established SAP, such as amendment of the
supplier data, and purchase order inquiry and

confirmation.

In addition, TSRC establishes the “Partner
Code of Conduct” pursuant to the CSR Decla-
ration, including the environment, occupational
safety and health, human rights/ethics and la-
bor policies. We encourage the suppliers to fol-
low all national and other applicable laws and

regulations of their respective countries to be-

Praise of Outstanding Contractors

come a sustainable leading company. We also
encourage them to establish their own code of
conduct and extend this action to the supply

chain.

We request our partners to observe the local
laws and regulations, ban forced / compulsory
labor, and ensure legal work hours, wages, and
welfare benefits. TSRC has included ISO 9001,
RoHS (HSF), QC 080000, ISO 14001, ISO45001,
CNS 15506, and CSR as important indicators in
the evaluation and selection of all suppliers. We
also request our suppliers to observe the reg-
ulations on the freedom of assembly and asso-
ciation, abolition of child labor, and elimination
of forced / compulsory labor to maintain basic
human rights. No violations were found in 2018
pursuant to the evaluation results in accordance

raw materials supplier CSR evaluation sheet.

In addition to the strict prohibition of child
labor, we conduct investigation of the suppliers

via the CSR evaluation sheet and request the

partners to develop and engage in related over-
all welfare activities under local laws and regu-
lations. If any supplier is found violating any of
the aforementioned regulations, the “TSRC's
Vendor Management Procedure” shall apply.
The CSR self-assessment investigation conduct-
ed to the targeted suppliers pursuant to the raw
materials supplier re-assessment plan in 2018

did not show any violations.

We also expect that the partners participate
in the relevant management mechanisms of la-
bor, safety and health, environment, and ethics
to ensure sustainable development of the com-
pany and achieve a win-win situation for both

parties.
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2 - (0 Gt Product Responsibility and Customer Relations

From the development to waste, all products of the TSRC
- Attachments .

have passed the health and safety impact assessment and
control. When marketing products in this trend, we assess

the competitiveness of the products in the perspective of

Quallty POIICV health and safety, and actively demonstrates the advantages
of our products when contacting the customer in the prod-
We are committed to meet and exceed customer’ s expectation in uct exhibition. In consideration of the global environmental

products’ and services' quality through the principles of “Do It protection and the energy-saving awareness that leading the

Right the First Time” and “Accountability” in continuous quality development trend of green synthetic rubber, we have be-

. gun to develop environmental-friendly rubber material and
Improvement. _ .
promoted this concept to customers and communicated the
efforts we made with them. We emphasize our operating
philosophy of sustainable products on websites or during the
visit to the customer or in any open occasions (such as con-

ferences and product launch presentations).
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Considering that the impact of a product on the environment,
human health and safety in the life circle is usually decided at the
phase or R&D and trial mass production, we develop all of our prod-
ucts with the global environment, safety management of chemical
substances and other related laws and regulations as the standards,
and do not commence the mass production without confirming the
conformity. The rubber products specification, performance and us-
age notes provided by TSRC will be listed in the Certificate of Analy-
sis (COA) and Safety Data Sheet (SDS "°*), to allow the customers to
understand the safety usage method, and the Q/A hotline to make
every effort in helping the customers receive the needed informa-
tion. SDS must be attached with the first shipment to each custom-
er, clearly marked with material information, waste treatment, and
conditions of use. Besides being queried on the official website, SDS

can also be provided to the customer at any time upon demand.

Note : SDS (Safety Data Sheet): We add supplement and revise our SDS and apply for
preparation of the versions with different languages pursuant to the “Regu-
lations for Product Safety Data Sheet Operation Management” .

Waste Procurement
Method

Sustainability message of
products and services

Sustainability is taken into
account in every process of the
product life circle.

Safety Use Contents
Description
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TSRC's products clearly state on their labels
that sustainability is taken into account in all
processes. We integrate internal responsible
units to improve customer’ s sanctification,
provide more convenient services, protect pri-
vacy and secure transactions. we also conduct
satisfaction surveys in terms of the quality (in-
cluding HSF), delivery time, and cooperative-
ness on an irregular basis. If the customer needs
an HSF investigation, it will be checked against
the Chemical Substance (Product Safety Assess-
ment) Database established by the TSRC. We
will respond to the customer's needs in accor-
dance with the "Hazard Substance Free Man-

agement Operation Procedure” .

We explicitly specify the commercial ethics
terms in our “CSR Declaration” and require
fair transaction, advertisement and competition;
standards for the fair transaction, advertise-
ment and competition shall be established and
measures for protection of customer’ s infor-

mation shall be available. All of our products are

produced, labeled and sold in accordance with
related national product regulations, including
GHS regulations, fair trade laws, intellectual
property and personal information protection
laws. There were no lawsuits requiring penalties
due to violation of the health and safety regu-
lations, voluntary specifications and guidelines
or product labels or marketing laws or any in-

fringement in terms of product liability in 2018.

In 2018, TSRC did not receive any complaint
about violating customer’ s privacy, no viola-
tion of any financial or business-related domes-

tic or international policies or laws. TSRC was

CIT Results Presentation

not punished with any monetary fines or in-
volved in any events of corruption or anti-com-

petitive behavior.

TSRC establishes the “QC 080000 Hazardous
Substance Process Management System” in
Kaohsiung Factory, Gangshan Factory, and the
factory in the Nantong area for them to follow
and continue to use the “Green Supply Chain
Information Management Platform” to assess
and manage the HS information on supplier’ s
raw materials and the chemical substance da-
tabase for different products to ensure that all
the raw materials are in compliance with inter-
national environmental protection directives/
specifications such as the regulations on RoHS,
the latest EU chemical policy (REACH), and re-
quirements for Substance of Very High Concern
(SVHCQ). In addition to establishing the “Haz-
ardous Substances Free Management Proce-
dure” to ensure providing the customer with
HSF products, we continue to manage the sup-

plier's sustainability issues and further achieves
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the goal of the “"Hazardous Substance Free”
or "Hazard Substance Reduction” to ensure
that the composition of the chemical substance
in the material, packaging material, semi-fin-
ished product and finished product complies
with the laws, regulations, and the requirements
of the customer's specifications in the hope to
reduce the residue of toxic substances in the
product, improve the quality of the product, ful-
fill the Corporate Social Responsibility, and real-
ize the commitment to the customers. In recent
years, while the fairness and reasonableness of
the material sources become more and more
important in the international community, such
as the Conflict Minerals Rule established by the
US Securities and Exchange Commission (SEC)
and other relevant specifications. Therefore, af-
ter making the assessment in cooperation with
the customer, we confirm that the raw materi-
als of the supplier and TSRC' s products are in
compliance with the requirements of the Con-
flict Minerals Free (CMF).

Hazardous Substances Free Management
Objectives for 2018

Complied with the REACH Regulations and the
SVHC Information Delivery Requirements; the
polymer product SVHC inventory achievement
rate: 100%

Continued to update the supplier HSF sup-

porting information

Performance in 2018

Polymer product SVHC inventory achievement
rate: 100%; SVHC inventory of 191 items were
completed.

Updated the supplier HSF supporting infor-
mation: 100%; 328 suppliers were involved.

Hazardous Substances Free Management
Objectives for 2019

Complied with the REACH Regulations and the
SVHC Information Delivery Requirements; the
polymer product SVHC inventory achievement
rate: 100%

(GDM : Green Data Manager System)

In 2018, TSRC received the request from the
customers for inspection of the substances. All
of them were assessed pursuant to the man-
agement procedure and a corresponding state-

ment was provided as a reply.

Customer Satisfaction

TSRC believes customer satisfaction affects
customer loyalty. In order to understand wheth-
er the products and services meet the real
needs of the customers and whether there is

any area that needs improvement, TSRC per-
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forms annual customer satisfaction surveys
toward major customers and collects infor-
mation from mail / interview or daily business
with customers to perform classification, make
statistic and graphic data, and finally 5 grades
are acquired for comparative analysis. We study
and plan for improvement measures toward the
customer's dissatisfactions and follow up the
implementation of the improvement measures
to further enhance the quality of our products

and services.

CIT Presentation

TSRC values our customers. We always uphold
the concept of “Customer First” , establish a
close working relationship with customers, and
pursue better product quality continuously. For
the comments and requests submitted by our
customers who audit our Company in the field,
we have acted accordingly through our team-
work execution to operate with a more precise/
stringent quality management system. In 2018,
we provided customers with improvement
reports for all non-compliances and recom-
mendations raised during the audit, and all the
improvement measures had been implement-
ed completely. In order to fully understand the
customer's needs, TSRC conducts a satisfactory
survey on a regular basis and executes reviews
at our regular management review meetings in

the hope to meet the customer's expectations.

Enhance Corporate Quality Culture

To enhance customer satisfaction with our
product quality, we try our best to meet the
customer's requirements. TSRC promotes its
continuous improvement activities and creates
7 Continuous Improvement Teams (CITs) (across
all subsidiaries) in 2018. With the methods of
QC7 / 8D / KT / DOE experimental design and
a series of tests and presumptions, regression
analyses, professional education training with
the help of the statistical software, TSRC uses
problem analysis / logic and statistic approach-
es to make improvements with respect to the
quality, production process capability, and re-
lated topics on an ongoing basis. The CIT with
outstanding performance will be rewarded at

the end of the year

We also encourage employees to propose Er-
ror Cause Removal (ECR) improvement propos-
als. In 2018, the departments put forward a total
of 118 proposals and at least 59 were adopted
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and rewarded with a prize above the Proposal
Award. In addition, the Total Productive Man-
agement (TPM) is thoroughly implemented in
Kaohsiung and Nantong factories. For example,
the 5S&TPM launched 53 circles in 2018 and 49
of them were recognized as high-level activities
at the end of the year. Each department created
a full-system production and repair activity in
which all the employees participated to improve
the overall efficiency of the equipment and the
productivity of the laborers, reduce the market

complaints and minimize the losses of all kinds.

Through the sustainability questionnaire sur-
vey (e.g. supplier code of conduct, HRP (Human
Rights Protection Policy) or systematic collec-

tion of sustainability information (e.g. CDP Sup-

TPM Activity

5S Activity and Praise

ply Chain Questionnaire, CSR Assessment-Eco
Vadis), the factory properly responds to the re-
quirements of the stakeholders. For this, Dexco-
Plomers in the USA was recognized by winning
a gold medal in the field in 2018.

ecovadis

DEXCO POLYMERS LP

has been awarded a
Gold medal
as a recognition of their EcoVadis CSR (Corporate Social Responsibility) Rating

-MAY 2018-

2018
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Environmental Policy

Cherish the earth resources and fulfill our responsibilities for environmental protection.

Commitment to continuous improvement and business sustainability.
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reliable, sustainable and modern energy.

system and use more energy-efficient means for production to

Energy 7.3_By 2030, double the global rate of improvement | lower energy concentration.
saving and in energy efficiency. Goal: The annual average power saving rate reaches 1% or higher.
carbon . . . . . o
reduction R Take urgent action to combat climate change and its | We engage in greenhouse gas reduction and management in line
impact. 13.2_Integrate climate change measures into | with the goal set by the competent authorities: The greenhouse
@ policies, strategies and planning. gas emissions in 2050 are 50% or less of those in 2005.

Greenhouse Gas Management and Reduction

TSRC's 2018 greenhouse gas (GHG) emissions were 581,009
tons of CO:z carbon dioxide equivalent, calculated with the internal
CSR indicator management system. Scope 1 was 285,162 tons and
Scope 2 was 295,847 tons. We completed the Scope 3 identifica-
tion.

The global warming and the hazard of haze enhance the concern of the
people about the air quality and GHG emission. We take proper corporate
social responsibility with this respect and install air pollution control sys-
tems and monitoring equipment in all factories and continue the check of
relevant facilities to prevent production of air pollutants. We also establish
concrete energy management regulations and set reasonable goals, and
take our responsibility for the environment by way of audit, training, and

communication.

In addition to establishing the greenhouse gas verification standard pro-
cedure, the implementation of greenhouse gas inventory, our Kaohsiung
Factory has completed the greenhouse gas inventory and external veri-
fication. The inventory results are registered in the “Environmental Pro-
tection Administration, Executive Yuan - National Greenhouse Gas (GHG)
Registry” . Among the subsidiaries in China, Shenhua Chemical, Nantong
Industrial and TSRC-UBE finished the 2017 GHG inventory according to ISO
14064 and the provincial key enterprise GHG emission reporting system. In
2018, TSRC used the certified method and the TSRC CSR indicator system
to finish the internal calculation of greenhouse gases. With a systematic
environmental management model, we continue to increase the efficiency
of the energy use (using clean fuel), reduce the operation cost and de-
crease the greenhouse gas emission to achieve the goal of continuous im-

provement of carbon reduction.
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Through the greenhouse gas inventory, TSRC understands the direct
GHG emission with the black coal (China Area) and natural gas (Taiwan
Area) as the largest sources, and indirect GHG emission mainly is the pur-
chase of electricity. Therefore, the focus of carbon reduction is continually
focused on replacing black coal and fuel oil with low-carbon fuel and sav-

ing electricity.

For the low-carbon specific action, the Kaohsiung Factory uses natural
gas as fuel to replace dark oil. We also broaden the assessment and use
more compatible devices with the clean fuel as a substitute for the fuel oil.
With all the above measures, the emission intensity of unit product was
1.25 (ton carbon equivalent/ton) in 2018. We promote the clean production
process, strengthen the internal autonomy to improve resource efficiency
and equipment performance, reduce pollution sources, substitution of raw
materials, reclamation of waste to minimize the environmental burden and

track the change of the environment using different management systems.

In Taiwan Area, we comply with the boiler emissions standard in the
“Emission Standard of Air Pollution from Combustion Equipment in Kaoh-
siung City” . Also, we continue to monitor the air pollution emissions to
make sure the emissions fit the related requirements of the air quality in-
dicator (AQI). In China Area, we also act in line with “different energy-sav-

ing and emission-reduction requirements” and construct the LADR (Leak

CSR - Environment 51

Detection and Repair) to monitor the emissions to set energy saving and
emission reduction as an important goal of optimizing the economic struc-
ture, promote the green loop low-carbon development, and accelerate the

construction of an ecological civilization.

We make capital investment to strengthen the production process im-
provement and equipment efficiency enhancement, and promote action-
able energy saving and carbon reduction measures every year. TSRC's
greenhouse gas emission in 2018
was 16.5% lower than the
emission in 2005 (Base year),
and the first phase of the
target (GHG emission back to
2005 in 2020) had been achieved.

We are committed to reducing the

greenhouse gas emission by 2050
to less than 50% of the emission in
2005 to show the Company's deter-
mination in the promotion of ener-

gy saving and carbon reduction.
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Other Air Pollutants Discharge Manage-
ment

To avoid the impact on the ambient air qual-
ity, TSRC installs the air pollution prevention
and control equipment and automatic boiler
chimney exhaust monitoring system in accor-
dance with the requirements of the laws and
regulations. The equipment and system have
received the permits for installation and oper-
ation and continued to monitor the air quality
in the factory (e.g. Kaohsiung Factory executed
the OP-FTIR detection in 2017 and finished the
summarized monitoring report). We continue
to monitor, analyze and track the inspection re-
sults to ensure that all the emissions in factory
comply with the provisions of the laws and reg-
ulations. Currently, the air pollutants discharged
in all major operation bases include VOCs, NOx,
and SOx.

We have received legal permit for operation
of the pollution prevention and control equip-
ment and automatic boiler chimney exhaust

monitoring system in the factory and conduct-

Trend of TSRC Group's Greenhouse Gas Intensity
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TSRC Group's GHG Emissions from 2016
to 2018 Scope 1/Scope 2 Percentage
GHG percentage by scope

@ Scope 1 (Direct)
Scope 2 (Indirect)

2016
278,424

2017
308,571
295,847

GHG (Unit: Metric Tons)

ed regular inspection of the emissions from the
exhaust flues. We continue to monitor, analyze
and track the inspection results to ensure that
all the emissions in factory comply with the pro-
visions of the laws and regulations.

Note : TSRC emission intensity increased in 2018: (1) pur-
chased electricity increased by 4,339 Kdeg. (2) Pur-
chased steam (10K) increased by 1,087 tons (coeffi-
cient less than 25K).
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2016GHG Dexco Polymers
11%

Shanghai Industrial
0%

TSRC-UBE \

11%

26%

A

Nantong Industrial

31% 21%

TSRC Corporation \

Shen Hua Chemical
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2017GHG Dexco Po|ymers 2018GHG Dexco Polymers
[o)
Shanghai Industrial 11% Shanghai Industrial 12%
1% 0%
TSRC Corporation
27%
TSRC-UBE TSRC-UBE
12% 13%

A

Nantong Industrial Shsn Hua Chemical  Nantong Industrial
31% 18% 29% 17%

Notel : Scope 1: Direct Greenhouse Gas Emission: Greenhouse gas emission from the Company owned or controlled greenhouse gas emission sources.

Note2 : Scope 2: Energy Indirect Greenhouse Gas Emission: Greenhouse gas emission from the Company purchased electricity, heat and steam and other energy.

Note3 : Greenhouse Gas of Scope 3 is all the other indirect Greenhouse Gas Emissions not directly controlled by TSRC, as a fixed qualitatively identified emission source when performing
Greenhouse Gas inventory including: employee commutes, business travel, outsourced logistics/repair and outsourced waste disposal, landfill and incineration, and other activities.

2016Volume of Air Pollutant

Nox (Tons) I 273

SOx (Tons) I 229

VOC (Flare)
Waste gas(KMs)
VOC (RTO)

WaSte gas(KM3) _

VOC (Boiler)
Waste gas(KMs) 297

Note : The increase of the RTO waste gas was due to the
newly setup of the RTO equipment to improve the
waste gas treatment efficiency.

2017Volume of Air Pollutant 2018Volume of Air Pollutant

Nox (Tons) I 237 Nox (Tons) I
SOXx (Tons) | 57 SOXx (Tons) |
VOC (Flare) VOC (Flare)

Waste gas(KMs) Waste gas(KMs)
VOC (RTO) VOC (RTO)

Waste gas(KMs) Waste gas(KMs)
VOC (Boiler) VOC (Boiler)

Waste gas(KMs) 406 Waste gas(KMs) 377

Note : There was no such air pollution emission in Shanghai. 2. In 2017, the great improvement in TSRC' s produc-
tion process has resulted in the increase of exhaust discharge in production process; the current production
process is stabilized and relatively the RTO emission has decreased obviously.
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TSRC uses the energy management system
to perform the audit operation, which helps
analyze energy use and consumption status,
and we can thus establish energy performance
indicator based on major energy consumption
areas. TSRC strives for enhanced energy utili-
zation efficiency to reduce energy consump-
tion, continue to improve production process,
upgrade equipment, and recycle materials to
achieve the objective of energy conservation

and control every year.

Given the fact that electricity is critical for the
production, the Kaohsiung Factory is equipped
with heat and power station. TSRC is also com-
mitted to equipment transformation, site man-
agement, office equipment improvement and
other aspects to implement energy-conser-
vation measures. By performing the inventory
pursuant to the ISO 50001 Energy Management
System, we thoroughly check the equipment

consuming more energy and create baseline

data to establish the energy conservation ob-
jectives. Only recognizing our own position and
future direction in the global wave of carbon
reduction after understanding our own GHG
total emissions and energy intensity can we ef-

fectively save the energy and reduce emissions.

In terms of product development, we devel-
oped a thermoplastic rubber material in order
to enhance energy conservation during the
use stage. This product is between traditional
rubber and plastic. It is recyclable and has the
basic properties for reprocessing, and is more
effective in reducing environmental pollution
and energy consumption. AMD continues to be
committed to a foaming ultra-lightweight ma-
terial. Through the foaming technology, the use
of raw materials accounts for only 30 to 50% of
the original general plastic or rubber materials.
It not only greatly reduces the consumption of
raw materials, but also minimizes the burden on

the social environment in terms of the finished

TSRC Group Energy Consumption

2016 3985410733

2017
2,445,801,680 1,048 12525
2018 1,954,471,900

5,304,066,812 11,440

@ Direct Energy Consumption
Indirect Energy Consumption
O Total Energy Consumption (million Joule)
O Unit Product Energy Intensity (Million Joule/Ton)
Note : Black coal is mainly used in the China Area while

natural gas and fuel oil are the main energy in Tai-
wan Area.

products.
To ensure a sustainable environment on the

earth, the “clean energy” has become the

goal internationally and green energy is being
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developed to facilitate the circular economy.
These policies are in compliance with the TS-
RC" s idea of clean production. We also partici-
pate in the GHG emission inventory and energy

saving programs.

And, in addition to the GHG emission invento-
ry, the department of the TSRC sets up the ISO
50001 Energy Management System one after
another to check the process efficiency, system,
and relevant regulations in order to ensure the
energy efficiency of all the TSRC factories. TSRC
will continue to consolidate the energy per-
formance plans by conducting energy review
aiming at the factories consuming more energy
such as Kaohsiung and Nantong, and develop
energy saving objectives on the existing ener-
gy baselines, put energy saving measures into
practice by implementing the ISO 50001 Energy
Management System, and regularly review the

operational results.

Direct energy consumption
(Black coal and Natural gas)

Direct Energy Calorific Value
(Unit: Geal) ® 2016 2017 @ 2018

Black

Fuel Oil || 17,877/14,789/11,897

Diesel

Natural
o G s [5850

e e
3,985,410,733

3,944,229,368 3.349.594.912
Total Energy Consumption (Unit: Million Joule)
o—
J
8,225 7,731 7,225
Unit Product Direct Energy Intensity (Million Joule/Ton)

Factory | 5 480/2,675/2,408

Notel : Each Metric Ton of Black Coal = 5.6 Gcal

Note2 : Each Kiloliter of Diesel = 8.8 Gcal (1 Kiloliter =
0.8304 Ton)

Note3 : Each Kiloliter of Fuel Oil = 9.6 Gcal

Note4 : Each Cubic Meter of Natural Gas = 9.0 Gcal

Note5 : 1 Gcal =4,186.8 MJ

Note6 : 1 mscf=28.317m3

Indirect energy consumption
(Electricity and Steam)

Indirect Energy Intensity
(Unit: Million Joule/Ton)
@ 2016 2017 @ 2018

Shen Hua
Chemical

TSRC
Corporation

Nantong
Industrial

Dexco
Polymers

0 10,000 20,000 30,000

Notel : The heat absorption needed to vaporize a ton of
water = 2260000J/kg (vaporization heat of water) x
1000 kg = 2,260,000,000 J = 2,260 MJ

Note2 : 1 Degree = 1 Kilowatt-Hour (KW/H), 1W =1 J/S,
1000 Degrees = 1000kW*3600S/H = 3,600,000 KJ
= 3600 MJ

Shanghai
Industrial
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Taiwan Area

- The fan motor of the cooling water tower PC-1206A was
replaced.

- The ammonia condenser at the outlet of the ammonia
freezer was changed to parallel connection to reduce
the back pressure, increase the efficiency and save the
electricity.

- The manufacturing process of SEBS was optimized to save
steam.

- The ammonia compressor was replaced to save electricity

- The windmill blades of the cooling water tower in the public
factory were replaced with new blades.

- The condensate of steam was used to replace the recycling
heat source for the steam heating tube of the heavy oil
storage tank to save the steam.

- The ammonia condenser at the outlet of the ammonia
freezer was changed to parallel connection to reduce
the back pressure, increase the efficiency and save the
electricity.

China Area-Nantong Area

- The operation of the drying bed at the back end in Section 400
and the operation frequency of the PC-423 were optimized; the
operation frequency of the induced draft fan at the RTO outlet was
adjusted timely to save energy.

- The second flash boiling temperature was increased by 5 °C in the
SIS process to reduce the solvent amount entering the stripper and
decreasing the vapor consumption in the stripping process.

- The cooling fan was changed by replacing with energy-saving
blades.

- An inverter and a reactor were added to the water recycling pump
for TS improvement in the SIS process.

China Area-Shanghai Area

- The lighting systems (LEDs) were replaced partially.

- The production plan was optimized for reasonable stocking to
reduce the electricity loss during change of categories and clean-up
processes.



CSR - Environment 57

Home Page

Report Table of Content UN SDGs Description and Indicator

TSRC sustainable development practice and goal

- Message from the Management

- CSR and Sustainability Issue Management
- CSR - Economic
- CSR - Environment

Greenhouse Gas Management and Reduction

Energy Conservation

Water Resource

Waste and Other Pollutions Discharge Management
Environmental Laws and Regulations Compliance and
Ecological Conservation

Environmental Investment Investment

5 - CSR- Society

- Attachments

Related SDGs

6 CLEANWATER

Ensure that everyone can enjoy water resources and health
AOSANTATION facilities under sustainable management
6.3_Various approaches will be used to improve water quality
and substantially increase the recycling volume of waste and its

Green

production i

safe reclamation on a global basis in 2030.

Improvement in management and reduction of
wastewater in the factory.

Water Resource

In 2018, total water consumption of TSRC
Group was 4,260,000 tons. Water is the core of
sustainable development and important to the
climate system. It is a critical linkage between
the human society and environment and deci-
sive for adaptation to the climate change. It is
expected that there will be about 3 billion peo-
ple in the world facing water shortage and fresh
water will become insufficient substantially in
40 countries and regions in 2025. About 2/3 of
the people in the world will live in countries with
the problem of water shortage in 2025. Due to a
terrain that facilitates the formation of devastat-
ed streams, rainwater is hard to be conserved in
Taiwan though heavy rainfall is common in this

region.

By combining the experiences in produc-
tion of synthetic rubber and water treatment,
we review every water consuming node in the
process and use the recycled water first. We
also implement a systematic water saving and
recycling plan. In the meantime, we use the
data from the continuous motoring meters in
the field and the data on the design of tanks to
monitor the discharge of wastewater from each

plant for the purpose to save water.

The main water source of the Kaohsiung
Factory is from the Gaoping River, resulting in
a water shortage crisis during water shortage
periods or storm period, in order to effective-

ly prevent the operational impact caused by

water shortages. TSRC actively promotes wa-
ter conservation measures through increasing
production process waste water recycle rate,
production capacity adjustment and other
methods, and discusses water conservation and
waste water reduction objectives in the meeting
regularly for improvement. Tap water is the only
source of water used by the main TSRC business

locations.

All TSRC production bases are striving for wa-
ter recycling, mainly used for cooling systems.
The Kaohsiung Factory’ s 2018 production
process wastewater recycling rate reached 30%.
All the affiliates of the Group continued to im-

plement water-conservation measures, focus on
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production process wastewater recycling and
reuse. In 2018, for example, TSRC-UBE reduced
the intensity of water consumption from 7.29
to 6.49 by implementing relevant measures and
Shanghai Industrial recycled wastewater by re-
placing water pipes and pumping vacuum on
the production lines. The volume of TSRC" s re-
cycled water was 940,000 tons and all factories
were committed to improving the water treat-
ment system and reducing the consumption of

process water.

TSRC' s 2018 total water drainage was
2,650,000 tons. The main components of the
wastewater were COD and SS. Wastewater from
each factory was drained directly to the dedi-
cated wastewater treatment plant in the indus-
trial park and the quality of the drained water
was also monitored by the industrial park. In
addition to the flow of the wastewater and the
real-time online monitoring of the water quality,
we conducted regular wastewater testing to en-

sure compliance with the water standard of the

wastewater treatment plant (i.e. Ren Da/Benjou
Wastewater Treatment Plant in Taiwan Area).
Kaohsiung Factory installed new wastewater
treatment equipment in 2017, showing an at-
tentive action to use environmental investment

for improving the quality of the wastewater.

Water Consumption Statistics-TSRC Group

Water Consumption (Thousand Tons)

2017 4,836

Total Water Drainage -TSRC Group

(Thousand Tons)

- _

2017 3016
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Water Consumption Intensity of Each Affiliate
in the Group
Water Consumption Intensity per Unit Product (Ton/Ton)

® 2016 2017 @ 2018
TSRC 11.87
Corporation
Shen Hua
Chemical
Nantong
Industrial
Shanghai
hdustrial I I1.51 098 1.10
Dexco

Notel : The annual water consumption of Shen Hua
Chemical in 2018 was less than that in 2017 and
the production volume was less than the statistics
in 2017 by more than 20,000 tons. This led to a
higher unit water consumption.

Note2 : Due to increased recycling volume of wastewater,
TSRC-UBE substantially reduced the replenishment
of water to the loop water tower and, thus, the wa-
ter consumption per product was reduced.

Note3 : The unit water consumption of TSRC declined due
to increased recycling volume of wastewater and
reduction of the externally purchased raw water.

Recycled Water

® 2016

TSRC
Corporation

Nantong
Industrlal

Shen Hua
Chemical 69

TSRC-UBE1

Shanghai
Industrial

Dexco
Polymers 32 44 57

0

(Unit: Thousand Tons)

2017 @ 2018
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Water Recycled Rate %

® 2016 2017 @ 2018

TSRC
Corporation 30.9%

Shen Hua
Chemical

Nantong 12%
Industrial

TSRC-UBE

52%

Note : The recycled water of TSRC-UBE was originally col-
lected into the loop water tower directly in 2018.
However, after installation of the optimizer, waste-
water was first treated through the sand filter before
flowing into the loop water tower and used by the
devices. The quality of the water in the loop water
tank was obviously improved thanks to the optimi-
zation. This increased both the wastewater recycling
ratio and the volume of the recycled water.
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TSRC Issue Related SDGs
Item

Sustain- 19 ieoem
able envi- ANDPRODLCTION
ronmental CcO
protection

UN SDGs Description and Indicator

Ensure to implement the sustainable consumption
and production mode

COSNPTION 12.5_We expect a substantial reduction of waste
by 2030 through prevention, reduction of the total
amount, recycling, and reclamation.
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TSRC sustainable development practice and goal

Implement reduction of waste, recycling and management pur-
suant to ISO 14001 Environment Management System to ensure
sustainability of the environment.

We acquired the MFCA (Material Flow Cost Accounting) third par-
ty assurance in 2018 to enhance the recycling of rubber and im-
provement of the equipment functionality. The MFCA system will
be further applied to other production lines in 2019.

Waste and Other Pollution Discharge Management

To control the business waste effectively, we
conducted removal, disposal or recycling prop-
erly in accordance with local environmental
laws and regulations and confirmed the imple-
mentation status of this removal, disposal or re-
cycling by submitting a report regularly to avoid
punishment. Based on the spirit of pollution
control manifested in ISO 14001, we applied
the environmental strategies of integration and
pollution control to the processes, products and
services to reduce the waste and sludge (from
wastewater) on an ongoing basis in the hope
to increase the ecological benefit and minimize
the harmfulness to the human and environ-

ment. All the departments carried out the clas-

sification, collection, storage, management, re-
moval and disposal of the waste in accordance
with the Guidelines for Arrangement, Reporting,
and Tracking of Business Waste to control the

waste effectively.

We devote ourselves to the energy saving and
waste reduction activities and consider them
an important goals of the Company. Kaohsiung
Factory acquired the MFCA (Material Flow Cost
Accounting) third party assurance in 2018 to
enhance the recycling of rubber and improve-
ment of the equipment functionality. The MFCA
system will be further applied to other produc-
tion lines in 20109.

We introduced the Hazard Substances Free
management and verification in the research

and development phase in order to reduce the

MFCA model Industrial park greening

and beautification prize
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environmental impact of the products, continued to invest in the devel-
opment of green production process technology, and responded to the
market trend of “non-toxic environments” . For example, the Application
Research Center developed the environmentally friendly gas as a foaming
agent to significantly reduce the damage to the human body and the en-
vironment and achieve the effect of recycling the exhaust gas. In addition,
TSRC is also committed to the non-toxic non-ferrous materials develop-
ment. The relevant products are in compliance with the RSL safety certifi-
cation to ensure that the Company’ s products are hazard free to the envi-

ronment.

TSRC disposes waste pursuant to relevant laws and receives the approval
for its waste disposal plan. The management unit systematically controls
general and hazardous business waste and store, manage, report, follow
up, and transport it properly to prevent pollution of the environment; we
announce the waste and containers to be recycled and establishes a strict
classification system for recycling. In addition, various raw materials recy-
cled and reused or applied to other usage can reduce the impact on the
environment through improvement of the production process and integra-
tion of various technologies.

The waste of the TSRC is classified into the following categories: gener-
al business waste, hazardous business waste, and recyclable waste. They

are disposed in a way complying with the requirements of the “Waste
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Disposal Act” and the disposal is commissioned to qualified waste treat-
ment companies under our authorization. All of our waste is treated by
lawfully contracted waste treatment companies to securely clean up and
submit reports to prevent pollution of the environment. Resource waste
includes rubber waste, metal waste, plastic waste, waste pallets and paper/
cardboard, etc. after they are classified, collected and recycled by the local
qualified recyclers. A classification and recycling system is implemented at
each operation base to recycle and reuse the waste, reduce its quantity and

protect the environment

Waste classified by type and disposal method

General Busi-
Hazardous ness Waste

2018 Kaohsiung Factory . . . Recyclable
Business (including
as example Waste general gar- Resources
bage)

Total (Tons) 46 481 669
Incineration Treatment 34 239 0
(Tons)
Solidification Treatment 5 0 0
(Tons)
Physical Treatment (Tons) 0 31 0
Landfill Treatment (Tons) 0 145 0
Heat Treatment (Tons) 9 35 0
Reuse (Tons) 0 86 669
Washing Treatment (Tons) 0 32.14 0
Type of Waste Percent- 31 4796 48.83
age% 