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Taiwan Cement Corp. (1101) Meeting Year: 2021

MSCI ranks Taiwan Cement at 'BBB'.

The inclusion of the Corporate Behavior Theme in the company's Governance assessment is a key

contributor to TCC's strong business ethics policies and practices relative to peers.

Evidence indicates TCC has adopted detailed ethics policies and associated compliance mechanisms

(i.e., staff training and audits), certified to the ISO 37001 Anti-Bribery Management System

standard. MSClI’s research also indicates improvements across environmental and social Key Issues.

® Environment:

A Cement manufacturing, and operations in Taiwan and China, present an increasingly
stringent carbon regulatory environment for TCC—Taiwan aims to implement a carbon
pricing mechanism by 2023; China launched a national emissions trading scheme in 2021. In
addition to industry standard programs (e.g. alternative fuels, renewable energy sourcing),
TCC has robust carbon capture programs and an internal carbon pricing system tied to
compensation mechanisms. Also, TCC aims to develop carbon-neutral concrete products by
2050.

Carbon Intensity 74% lower than industry average.

Initiatives to reduce toxic emissions and waste include aggressive targets.

® Social:

Operations in countries with historically high accident rates may elevate safety-related risks.
TCC’s safety management is on par with that of peers; in 2021H1, the company met its target
to reduce TRIR and LTIR by 30% (Taiwan: -36% for both, China: -62% and -60%, respectively).
Strong safety performance relative to peers.

Limited risk of operational disruptions, employment litigation or reduced productivity relative
to peers.

Evidence of employee engagement programs and initiatives including regular engagement

surveys.

Governance:

The company's board has an independent majority; however, a combined CEO-chairman role
and director over boarding may limit strong management oversight. We also found no
detailed executive pay disclosures; this may impede comparison with peers.

The company falls into the lower scoring range relative to global peers, reflecting key areas of
concern related to executive pay.

Evidence of detailed policies on business ethics and corruption.




Asia Cement Corporation (1102) Meeting Year: 2021

MSCI ranks ACC's rating at 'CCC'.

- ACC’s board and ownership structures trail those of peers. Also, evidence indicates a limited ethics

framework, despite risks of corruption due to the cement industry's reliance on regulatory permits.

- In September 2021, the Taiwan Supreme Administrative Court ruled in favor of the Truku

indigenous community, rejecting the 20-year extension of ACC’s mining rights. The Court ruled that

the extension violated the Indigenous Peoples Basic Law as the company did not consult with the

local communities.

® Environment:

ACC faces an increasingly stringent regulatory environment (China and Taiwan) and may face
risks related to emissions caps and carbon pricing. Yet, its programs appear limited to
industry-standard approaches, lagging leading peers that invest in carbon capture initiatives
alongside energy reduction programs.

91% of revenues from more carbon-intensive business lines relative to peers.

88% of revenues from business lines with relatively high toxic emissions and waste
intensities.

No evidence of environmental targets.

Limited to no evidence of community impact assessments.

® Social:

ACC’s operations in countries with high accident rates may elevate safety-related risks. The
company'’s safety programs extend to contractors and include audits. However, a
considerable increase in its lost time incident rate (2020: 266 per million hours, from 0 in
2019) may indicate gaps in implementation.

Limited to no commitments toward the protection of human rights, and scarce evidence of
community engagement initiatives.

99% of revenues from regions with historically high rates of industrial fatalities.

® Governance:

ACC’s board’s capacity for management oversight could be impaired: 47% of members have
served for over 15 years or more. Further, ACC is controlled by the founding family (33.7% of
voting power, as of 2021) via a stock pyramid structure, along with involvement in cross-
shareholdings. For family firms, such arrangements may be used to maintain effective voting
control, and this may undermine minority shareholder interests.

The company falls into the lowest scoring range relative to global peers, reflecting key areas

of concern related to the board, executive pay and ownership structure.
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Eclat Textile Co Ltd (1476) Meeting Year: 2021

MSCI ranks Eclat Textile's rating at 'BBB'.

Relative to industry peers, Eclat appears to adopt strong programs to proactively eliminate the use

of chemicals that may harm consumer health.

The company continues to employ environmentally sustainable business processes, which include

responsible cotton sourcing, and monitoring of greenhouse gas emissions and energy consumption

in its fabric and garments manufacturing facilities. However, it continues to trail global peers in

governance structure.

® Environment:

Eclat derives significant revenue (68% in FY 2020) from the US and Europe, where chemical
regulations are stringent. This exposes the company to risks of regulatory scrutiny and
possible product reformulation costs. Like industry leaders, the company reported it adopts
the bluesign system and offers products meeting ZDHC requirements. Also, it integrates the
cradle-to-cradle design approach and undertakes lifecycle assessment for its products.
Strong sustainable sourcing initiatives relative to peers.

No evidence the company requires all suppliers to submit carbon or energy use data.

® Social:

As a vertically integrated company with in-house manufacturing facilities, Eclat is exposed to
risks of labor-related operational disruptions. MSCI note employee membership in trade
unions, which could help strengthen employee relations. However, industry-leading
programs, such as share incentive plans and variable pay to help motivate employees, appear
lacking.

Disclosed compensation practices fall short of best practice, with limited to no evidence of
stock-based awards.

Robust efforts to minimize potential harm from chemical substances of concern relative to

peers.

® Governance:

A Eclat is a family firm, with multiple family members and executives serving on the board.
This, combined with the lack of an independent majority board may hinder strong oversight
of management.

The company falls into the average scoring range relative to global peers, although MSCI
identify possible areas of concern in relation to the board.

Policies and programs to address business ethics and corruption appear weaker than peers’.
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China Steel Corporation (2002) Meeting Year: 2021

MSCI ranks CSC's rating at 'BBB'.
The company's measures to control toxic emissions lead those of steel industry peers. Further, its
corporate governance practices appear to be in line with those of global peers. Methodology
enhancements to the Corporate Behavior Theme resulted in a greater emphasis on business ethics
practices. The company appears to lack robust management practices, such as regular ethical code
audits, lagging peers in governance.

® Environment:

- With operations from steelmaking, CSC is exposed to regulatory risks linked with potential
toxic emissions, it has certified 100% of its facilities to ISO 14001 standards and undertakes
regular external environmental audits of its operations. Its NOx (0.52t/USD million) and SOx
(0.44t/USD million) emissions intensities were lower than the average (NOx: 0.98; SOx: 1.66)
for the steel industry (constituents of the MSCI ACWI Index) as of December 2020.

- Asa carbon-intensive steel producer, CSC’s carbon management initiatives appear on par
with those of industry peers. However, its 2020 GHG intensity (1747 tCO2e/USD million)
remained higher than the average of 1564 tCO2e/USD million for the steel industry
(constituents of the MSCI ACWI Index) as of 2020.

- 97% of operations from more carbon-intensive business lines relative to peers.

- Limited evidence of efforts to reduce carbon emissions compared to peers.

- Environmental policies and commitments; environmental management systems for 100% of
its operations.

- Freshwater withdrawal intensity (m3/USD million sales) 78% lower than peer set average.

® Social:

- Strong safety performance relative to peers.

- Evidence of employee engagement programs and initiatives including regular engagement
surveys.

® Governance:

- The company falls into the average scoring range relative to global peers, although MSCI

identify possible areas of concern in relation to executive pay.

- No evidence of compliance audits.
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Quanta (2382) Meeting Year: 2021

Quanta is rated at “BBB” under MSCI ESG. MSCI key concerns are as follow:

- Quanta may entail the use of tungsten, tantalum, tin, and gold (3TG) for its laptop computer
manufacturing; this could pose reputational risks if the metals are sourced from areas linked with human
rights abuses.

- The board lacks an independent majority and is potentially entrenched, with some directors having
served on the board for over 15 years.

® Environment:

- Quanta gradually launched the ISO 14001 environment management system and completed
verification. The Company continuously promotes improvement.

- During the product design stage, take into consideration the environmental issues with
implementation toward lower energy consumption and lower pollution.

- Quanta achieves the goal of waste reduction effectively. The removal, transshipping, process,
and recycle are performed in accordance with the local regulations.

- For business transactions, Quanta checks records to see if suppliers have violated any
environmental or social regulations.

® Social:

- “Immersed in Al” Program: With the goal of “inspiring elementary school students’ interest in
programming language in order to cultivate their ability in global communication,” the
program trains students’ computational & logical thinking.

- Quanta Creative DNA Scholarship offers long-term cultivation assistance and scholarship to
school children in need, witnessing their growth.

® Governance:

- The current board consists of seven Directors, including three independent directors

accounting for 42.86%.

- Taking gender quality into consideration, the Company also considers to increase the number

of female board members in the future.

Conclusion:
MSCI ESG score is BBB. E keeps improving and adopts environment management system to control
pollution. S is good. The company takes its social responsibility. Independent directors account for

42.86% and the Company considers to increase the number of female board members in the future.
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AUO (2409) Meeting Year: 2021

MSCI ranks AU Optronics 'A' rating.

- The ranking reflects AU Optronics' water conservation initiatives, which are on par with those of
peers. The company manufactures LCD displays—a business activity that is perceived to be water
intensive. Further, presence of its facilities in Taiwan, a water-stressed region, may heighten
operational risks in the event of a shortage.

- As part of its strong risk assessment initiatives, the company monitors changes in water condition
throughout Taiwan and adopts reduction targets.

® Environment:

- LCD displays typically contain chemicals that may be hazardous for restricted use. AU
Optronics' chemical management programs, like those of leading peers, include broad
identification and periodic monitoring of substances of concern.

- Evidence of efforts to manage water usage, with a recycling/recirculation rate of 94%.

- 97% of revenues from business lines commonly involved in clean tech.

- Targets to increase investments in clean tech.

® Social:

- The company’s large workforce (45,462 vs. industry average of 17,500 in 2020) may expose it
to higher complexities in managing labor relations. AU Optronics offers benefits such as stock
options and performance-related incentives. Yet, it trails peers in overall labor programs.
MSCI found limited evidence of collective agreements, which may help engage with
employees.

- Relatively high proportion of operations in labor-intensive business lines compared to peers.

- Relatively limited labor management initiatives compared to peers.

- Robust efforts to minimize potential harm from chemical substances of concern relative to
peers.

- Strong initiatives compared to peers to source raw materials from noncontroversial sources.

® Governance:

- The company's business ethics practices appear above average relative to home market
peers. Evidence suggests it conducts audits of ethics practices within its operations and
provides compliance training to employees. Its corporate governance is also in line with
global peers with board structures that include an independent majority and fully
independent key committees.

- The company falls into the average scoring range relative to global peers, although MSCI

identify possible areas of concern in relation to executive pay.

- Business ethics and corruption policies managed at executive level.
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Highwealth Construction Corp. (2542) Meeting Year: 2021

MSCI ranks Highwealth Construction's rating at 'B'.
Methodology enhancements to the Corporate Behavior Theme resulted in a greater emphasis on
business ethics practices and on exposure to risks related to corruption. Highwealth Construction has
high exposure to these risks, based on historical trends for property developers. Yet, the company’s
anticorruption framework lags that of its global peers; MSCI found no evidence of audit mechanisms to
monitor its ethics practices.

® Environment:

- Even as property developers increasingly adopt international green building standards such
as LEED, MSCI found no evidence of the company’s property portfolio having such
certifications. Nevertheless, it continues to employ programs to integrate green design in
property development, such as the use of thermal-efficient construction materials.

- Few or no green-certified buildings in portfolio.

® Social:

- Highwealth Construction has articulated its goal to achieve zero occupational disasters. It
reported zero fatalities in the past year; however, MSCI found no disclosure on total injury
rate per million hours; this hampers a holistic comparison of its performance with peers. It
also appears to lack widely accepted safety certifications such as OHSAS 18001 for its
systems.

- 99% of operations from business lines prone to injuries and fatalities.

- Limited evidence of efforts to reduce employee injuries/fatalities.

® Governance:
- The company continues to trail its global and home market peers on governance practices.

Four of its seven directors have served for over 15 years; this could create the potential for

Q

management-friendly board. Further the lack of independent majority in the board could
limit its ability to provide strong management oversight.

- The company falls into the average scoring range relative to global peers, although MSCI
identify possible areas of concern in relation to executive pay.

- No evidence of compliance audits.
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Evergreen Marine (2603) Meeting Year: 2021

MSCI ranks Evergreen Marine's rating at 'A".
Evergreen's corporate governance and business ethics practices continue to be average relative to those
of global peers. The company's pay practices, and ownership and control structure, appear generally well
aligned with shareholder interests. Evergreen's business ethics framework includes whistleblower
protection provisions. However, the company faced allegations of price fixing on several Korean-
Southeast Asian shipping routes.

® Environment:

- Amid stringent emissions regulation in the shipping industry, Evergreen aims to reduce 70%
of CO2 emissions by 2050 (vs. 2008). We note declines in its GHG intensity exceeding the peer
average reduction over 2018-20 (annual average reduction of 22%). It has adopted emissions
mitigation measures such as switching to low-sulfur fuel. Evergreen also aims to invest in R&D
to test new energy sources, such as biomass fuel oil, hydrogen energy, and ammonia, which
may help phase down sulfur emissions. While its SOx emissions intensity reduced by 55%
(2018-20), it trailed the peer average reduction of 77%.

- Robust initiatives to address environmental impacts from air, water and waste emissions
relative to peers.

- 100% of operations from more carbon-intensive business lines relative to Peers.

- Limited evidence of efforts to reduce carbon emissions compared to peers.

® Social:
- Given its global liner business and operations in Asia (FY 2021: 50%), where injury rates are
high (ILO data), Evergreen has high exposure to risks related to potential workplace accidents.
It has a group-wide safety policy, and has disclosed safety metrics (e.g. recordable injury rate)
for contractors in 2020. Its three-year average fatality rate (2018—20) remained on par with
peers (4.9 per 100,000 employees).

- Limited evidence of efforts to reduce employee injuries/fatalities.

® Governance:
- The company falls into the average scoring range relative to global peers, reflecting relatively
few areas of concern.
- Involved in moderate controversy.

- Evidence of detailed policies on business ethics and corruption.
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MSCI ranks Innolux's rating at 'BBB'.

- The company continues to lead peers in having strong conflict mineral tracing programs and robust

efforts to minimize chemical substances of concern.

- The labor intensity of Innolux’s manufacturing business may expose it to potential labor

management risks. Further, while its governance practices appear on par with those of global peers,

MSCI note concerns regarding executive pay disclosure and board independence.

® Environment:

Limited revenues from clean tech product lines relative to peers.

® Social:

Relatively high proportion of operations in labor-intensive business lines compared to peers.
Robust efforts to minimize potential harm from chemical substances of concern relative to
peers.

Strong initiatives compared to peers to source raw materials from noncontroversial sources.
Innolux’s exposure to labor-related challenges is high due to its large workforce, (~55,857
employees in 2020 vs 2020 industry average of 17,500) and the geographic distribution of its
assets. Overall, Innolux appears to lag industry peers in workforce management programs.
While we note it has initiatives such as employee stock ownership plans and performance-
based incentives, these appear limited in scope.

The company adopted a Conflict Minerals Management System in July 2020. We also note
the company maintains an inventory of smelters and performs annual verification. This may
indicate commitment to avoid conflict minerals from entering its supply chain by selecting

qualified suppliers for components.

® Governance:

The company falls into the average scoring range relative to global peers, although we
identify possible areas of concern in relation to executive pay.

Evidence of detailed policies on business ethics and corruption.

We found limited disclosures on Innolux’s executive pay, impeding peer comparison of its pay
practices. Further, its board lacks an independent majority, which may limit its ability to

provide independent management oversight.
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E INK (8069) Meeting Year: 2021

MSCI ranks E INK at 'BBB'.

- As a manufacturer of ePaper, E Ink appears better placed than peers to capitalize on clean

technology demand. Its displays and electronic shelf labels may enable low power consumption for

end users.

- E Ink is on par with peers in labor management practices. Its small workforce (FY 2020: 2,057 vs.

17,500 industry average) may present low labor management complexity. Evidence of benefit

schemes and stock plans could help sustain employee satisfaction, though coverage scope is

limited.

® Environment:

E Ink uses chemicals such as pigments and solvents in its products. It also derives revenue
(~56% in FY 2020) from Taiwan where stringent regulations on chemical safety apply. This
exposes E Ink to reformulation costs. Despite this, the company trails peers in managing
chemical safety risks. Although it monitors chemical use in its products, but MSCI found no
evidence of phase-out plans for chemicals of concern.

E Ink's electronic hardware may rely on minerals sourced from conflict regions, thus exposing
it to regulatory risks. However, its responsible sourcing strategies lag those of its peers. While
MSCI found evidence of general commitments addressing its minerals procurement and

found no information on origin-tracing efforts with suppliers.

® Social:

Limited risk of operational disruptions, employment litigation or reduced productivity relative
to peers.

Relatively strong labor management initiatives.

Limited evidence of efforts to minimize potential harm from chemical substances of concern.
Little evidence of initiatives to source raw materials from non-controversial sources relative

to peers.

® Governance:

The company falls into the average scoring range relative to global peers, although MSCI

identify possible areas of concern in relation to executive pay.

E Ink's corporate governance practices are on par with those of global and home market peers. Its one

share one vote principle aligns investors’ economic exposure with voting power. Also, its majority-

independent board and fully-independent audit and pay committees may bolster management

oversight.
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RUENTEX DEVELOPMENT CO.,LTD. (9945) Meeting Year: 2021

MSCI ranks Ruentex at '‘BB'.
Ruentex Development continues to lag peers in adopting strong employee safety programs. While the
company has generally aligned some of its practices to ISO 45001 safety management standards, it
appears to trail peers in setting safety performance as a parameter for deciding executive remuneration.
Further, MSCI found no evidence of targets aimed at improving employee safety.

® Environment:

- High proportion of revenue from less resource intensive building segments compared to
peers.

- Few or no green-certified buildings in portfolio.

- MSCI’s research indicates the company has limited programs to improve the energy efficiency
of its properties. Further, unlike peers, Ruentex Development appears to lack a strong focus
in getting its properties certified to green building standards. As of 2020, it had less than 4%
of its portfolio (by number of buildings) with such certifications, compared to the sub-
industry average of 10.9%.

® Social:
- 100% of revenues from regions with historically high rates of industrial fatalities.
- Limited evidence of efforts to reduce employee injuries/fatalities.

® Governance:

- The company falls into the lower scoring range relative to global peers, reflecting key areas of
concern related to executive pay and ownership structure.

- Substantial operations in business lines and regions associated with high perceived levels of
corruption.

- Onthe upside, with a majority independent board and fully independent audit committee—
which could aid in providing strong management oversight —Ruentex Development's
corporate governance practices appear stronger than those of peers. However, MSCl note
limited disclosures on the executive pay structure, impeding a holistic comparison with peers.

The company’s corporate ethics practices seem stronger than those of peers, with measures

such as an antibribery policy and employee training.
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