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INTRODUCTION

Preferred by Nature (former name: NEPCon) is an international, non-profit organisation
that delivers sustainability services and engages in innovation projects to facilitate the
transformation of business practices and consumer behaviour to promote the responsible
use of natural resources. Around 1,300 Chain of Custody-certified clients benefit from our
over 15 years of experience in providing services to the forest supply chain sectors -
including timber processing and manufacturing companies, printing houses, publishers,
paper merchants, traders and retailers of all sizes.

Through a well-developed network of regional representatives and contractors, Preferred
by Nature offers timely and cost-effective certification services around the world.

The purpose of this report is to document performance of AceGreen Eco-Material
Technology Co.,Ltd hereafter referred to as "Company”, against the requirements of the
Verification Framework and Guidelines, (February 2021 version!) and related guidance
documents? developed by Canopy and approved, supported and requested by the Fashion
and Textile Leaders for Forest Conservation (Leaders Group)® and the over 320 brands,
retailers and designers looking to implement their sourcing policies for man-made cellulosic
textiles. The focus of this verification audit is to manage the risk and avoid sourcing from
Ancient and Endangered forests and other controversial sources and implement other
sustainable sourcing measures, across the supply chain from the point of wood harvesting
in forests and/or plantations and through to the brand and retail customers. Man-made
cellulosic fibre (MMCF) producers, are required to document and provide evidence towards
a set of pre-defined social and environmental criteria and key progress indicators as part
of the CanopyStyle initiative.

The audit presents the findings of Preferred by Nature auditors who have evaluated
company systems and performance against the applicable standard(s). Section 4 below
provides the evaluation conclusions. The auditor reviewed and used Canopy’s map of
Ancient and Endangered forests, which has been overlaid with the sourcing regions and list
of suppliers of the company to assess the level of risk, as well as further guidance document
such as the Dissolving Pulp Classification Tool and the Advice Note on Ancient and
Endangered Forests®.

Dispute resolution: If Preferred by Nature clients encounter organisations or individuals
having concerns or comments about Preferred by Nature services, these parties are
strongly encouraged to contact the relevant Preferred by Nature regional office or any
member of the Preferred by Nature Chain of Custody Programme. Formal complaints and
concerns should be sent in writing.

1 https://canopyplanet.org/wp-content/uploads/2021/02/CanopyStyle-Audit-Guidelines-and-Verification-
Framework-ENG-CHN.pdf

2 https://canopyplanet.org/resources/canopystyleaudit/canopystyle-audit-guidelines/

3Current members of this group are H&M, M&S, Inditex/Zara, EILEEN FISHER, Stella McCartney and Canopy
4 https://canopyplanet.org/wp-content/uploads/2019/10/AdviceNoteCanopyStyleAudits. pdf
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1. GENERAL DESCRIPTION

1.1 Company overview

Established in 2015, AceGreen Eco-Material Technology Co.,Ltd is 100% owned by Acelon
Chemicals & Fiber Corporation. Acelon Chemicals & Fiber was founded in 1988 with primary
production activity in chemical filament yarn including Polyester, Nylon 6, 66, Polypropylene,
Functional Chemical Yarn, Recycle Chemical Yarn as well as Solution Dyed Yarn. AceGreen
Eco-Material Technology Co.,Ltd is engaged in the production, operation, technology and
product development of new solvent-based cellulose fibers (Lyocell). The major product types
are Lyocell Filament, PP Melt-blown as well as Medical Mask. It has 3 production lines. The
designed annual output is 1400 ADMT with an actual output in 2019 and 2020 are around 600
and 350 ADMT, respectively.

It holds a number of 3™ party certificate including:

e Bureau Veritas’s Carbon Footprint Verification certificate ( TWN4576693CFP/E Rev.1 &
TWN4576693CFPT/E Rev.3),

e Quality Management System Certification for manufacturing and sales of Lyocell
filament (ISO 9001:2015),

e FSC COC certificate (BV-COC-136617).

e The company is also granted authorisation according to STANDARD 100 by OEKO-TEX
to use the STANDARD 100 by OEKO-TEX mark.

1.2 Company scope (sites, locations, etc)

The headquarter is responsible for development and enforcement of the company sourcing
policy and procurement of raw materials for the mill. It only has one mill which is
responsible for manufacturing the cellulose fiber using Lyocell technology.

1.3 Company sourcing policy

The Company published their Fibre Procurement Policy for Protecting Forests being
effective on 16 of June, 2020, and committed to:
e Conserve Ancient and Endangered Forests and intact forest landscapes.
Recognize, respect and uphold human rights of communities
Develop innovative and alternative fibre programme
Advocate for conservation solutions
Promote forest certification
Transparency, traceability and verification
Reduce greenhouse gap footprint
Prevent pollutions
Enhance communication.

2. EVALUATION SCOPE

Scope Item Check all that apply to the Certificate Scope
Mill Type: X single 1 Multi-site
Input Material Source: X Listed in supplier CoC form [ Other suppliers
Majority Fiber Input: 100% wood pulp

4 CanopyStyle Audit Report Ver. 2/21



b':}yf-"fcl‘ erred

& by Nature-

Map of Ancient and Endangered [X] Yes ] No

Forests Overlay Completed:
Comments:

Mill Capacity: Designed capacity is 1400 ton/year

Primary Activity: Lyocell filament yarn production

Outsourcing: [] FSC-certified subcontractors [] Non-certified
subcontractors

[] Outsourcing of the complete production process
[] High risk subcontractor site(s) included

X No outsou rcing

Workforce: Permanent male: 87 Permanent female: 42
Contract male: Contract female:
TOTAL: 129
Sites included in evaluation Location
AceGreen Eco-Material Technology Co.,Ltd No.50,Ln.20,Sec.1,Nantong Rd.,Ershui Towns,

Changhua County, Taiwan

3. EVALUATION PROCESS

3.1 Audit Team

Auditor name(s) Qualifications

Peiying Zhou Responsible Sourcing Specialist; Qualified LegalSource
auditor; Rich experience in timber legality related
projects, especially in EUTR, FLEGT Action Plan (VPASs)
related activities. Adequate knowledge and
understanding in international timber legality
requirements.
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3.2 Audit Overview

Due to the on-going COVID-19 pandemic, the Corporate Verification Audit for this time is
conducted remotely by desktop review and video conference/interview (taken place on
27-April-2021).

3.3 Description of Overall Audit Process

Preferred by Nature (NEPCon) lead auditor shared an audit plan with the Company
before the onsite visit. The company profile, supplier list and system documents were
sent to the auditor for review before the audit.

On 16 October 2020, the audit started with an opening meeting remotely with the
presence of management representative and the key staff from relevant departments.
The objective and scope of the audit, agenda, conflict of interest (COI) issues, etc were
communicated. Also, the management representative gave a brief introduction of the
Company and operation activities and the effort made on Canopy sourcing policy.

6 months following the opening meeting, the company was prepared for the audit, and
the auditor interviewed the management team on 27 April 2021 remotely regarding
action plan and any updates in regard of practises with Canopy policy commitment,
Company structure, Canopy training, purchase policy, supplier management, research
of alternative fibre, environment protection, forest protection, etc.

After interview with management, related documents were reviewed, such as Wood
Fibre Sourcing Policy and Operational Procedures, Annual Volume Summary Data,
purchase documents (contracts, invoices, packing list, bill of lading etc.), Risk
Assessment Report, Training Plan and records, communication with the suppliers, etc.

4. EVALUATION RESULT

4.1 Evaluation Conclusion

Positive Findings:

The Company has developed a sourcing policy in line with CanopyStyle initiative and
communicated this policy with all suppliers. The company uses FSC certification as a tool
to control sourcing risks. The Company has provided training session to the staff at
different levels and key managers are aware of the sourcing policy and definition of
Ancient and Endangered forests.

The company has collected the information from the two suppliers and conducted risk
assessments using Canopy’s Forest Mapper and the certifications of suppliers. The
Company has agreed to share the risk assessment of suppliers with the Leaders Group.

The Canopy sourcing policy has been communicated to the suppliers. The requirements
to implement the policy have been included in the contract with both suppliers. The

6 CanopyStyle Audit Report Ver. 2/21
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company does give preference for FSC certification and has been purchasing FSC certified
dissolving pulp.

The company has been researching and developing the technology of ultrafine cellulose
fibre and its recycling process. The company has been also working together with a US
company to develop and commercialize the world’s first recycled continuous filament
lyocell for the industry. i.e. The US company will use its proprietary process to recover
cotton pulp from “waste textiles” (the company defines cotton linter as waste textiles
herein) and deliver the high-quality product to the Company for manufacturing into
filament lyocell.

Areas for Improvement:

The Company has made significant attempts to collect information from their suppliers
on forest or plantation of origin and understands the general regional sourcing area
from both suppliers. The supply area identified for one supplier overlaps with Ancient
and Endangered forests in both Indonesia and Malaysia. The company has determined
low risk due to FSC certifications of suppliers in these areas of risk, but certification
alone cannot conclude low risk of sourcing from Ancient and Endangered forests or
other controversial sources.

Additionally, in 2019, Canopy shared an advice note that introduces a new tool
(Dissolving Pulp Mill Classification) to be used in addition to the Forest Mapper when
conducting risk assessments for sourcing from Ancient and Endangered forests. The
new tool outlines commonly used dissolving pulp mills and a determination of risk
considering priority Ancient and Endangered forests. The Company did not use this tool
when conducting their own risk assessment. The company is sourcing from Oji Paper
CO., LTD that the tool has identified as a source that cannot be confirmed as low risk.

In comparing the company risk assessment with the new Canopy classification tool,
there are differing in risk results:

Supplier Company Risk Assessment | Canopy Dissolving Pulp
Classification

No sourcing issues identified
based on current information
and/or CanopyStyle audit.

Domsjo Fabriker Low risk

OJI PAPER CO.,LTD. YONAGO | Low risk
mill

The Company has made great efforts to conduct a risk assessment on sourcing from
ancient and endangered sources as well as controversial sources, but more assessment
is needed to conclude a risk determination.

4.2 Summary of findings

Rating Color
Not Applicable

Commitment Met

Commitment in Progress
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Commitment Not Met
Insufficient Information Available

** Tndicates Critical Indicators

Key Commitment Performance Indicators

1. The MMCF producer 1.1 Senior executive and key managers

has publicly make a publicly available commitment to full
communicated and is implementation of the forest sourcing policy
implementing the Fiber ok

Sourcing/Forest Policy

1.2 The MMCF producer has developed Commitment in
standard operating procedures (SOP) Progress

required to implement the Policy. These are
available upon request to stakeholders. **

1.3 The MMCF producer has assigned
personnel with responsibility for Policy
implementation. **

1.4 The MMCF producer has developed
capacity and company structure to
implement the Policy.

1.5 The MMCF producer has communicated Commitment in
its commitment to implement its Policy to all | Progress
its suppliers. **

1.6 The MMCF producer has included Commitment in
requirements to implement the Policy in Progress
agreements/contracts with current and
future suppliers. **

1.7 The MMCF producer has developed, and
is implementing a system to monitor
supplier conformance with the Policy. **

1.8 The MMCF producer has put in place a
grievance procedure.

1.9 The MMCF producer has developed, and = Not Applicable
is implementing, an action plan that address
any identified non-conformance and
grievance received. **

1.10 Key managers at each production site
are aware of the Policy and demonstrate a
similar commitment to implement it. **

1.11 Each production site managers have Commitment in
developed procedures to implement the Progress
Policy, when relevant. **
2. The MMCF producer 2.1 An assessment of the MMCF producer Commitment in
only sources raw material | supply chain has been completed globally. Progress
from suppliers that are The producer used the Forest Mapper,
transparent, traceable advice note on Ancient and Endangered
and are in conformance Forests and the Dissolving Pulp
with the policy Classification tool, to make their supply

assessment. **

2.2 The assessment identifies all suppliers in | Commitment in
the chain that supply the MMCF mills, Progress
beginning at the forest or plantation of origin.

8 CanopyStyle Audit Report Ver. 2/21
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2.3 This assessment is updated every year
and shared with Canopy, with permission to
share with the Leaders Group.

2.4 The producer developed additional
criteria to complete their risk assessment, to
include legality, violation of human risks and
risks related to the conversion of natural
forests to plantations (1994 date), use of
Genetically Modified Organism.

2.5 The MMCF producer publishes its
suppliers publicly, or, in the absence of such
transparency, is providing its customers
with a robust track and trace system that
can be used throughout the supply chain up
to clothing and textile retailers.

3. No conversion of
natural forest to
plantations

3.1 The initial date of the plantation
development has been documented and
sourcing only occurs in areas identified pre
1994, or post 1994 with a supporting valid
FSC certificate. **

4. Since the signature of
the Policy, all sourcing
from Ancient and
Endangered forests and
other controversial
sources have been
eliminated

4.1 The MMCF producer has adopted clear
definitions for the terms included in their
Policy, such as “ancient & endangered
forests”, “intact forest”, “natural forest”,
“endangered species”, “controversial
sources”, “high conservation value”, “high
carbon area”, “peatlands”, etc. that are
consistent with this document and the forest

sourcing policy template. **

Commitment in
Progress

4.2 All areas meeting the definition of
“Ancient and Endangered forests” have been
identified and mapped and suppliers and
fibre that have a high risk of being
considered controversial sources have been
identified and shared with Canopy, with
permission to share Leaders Group. **

4.3 Any raw materials in the MMCF
producer’s supply chain originating from
Ancient and Endangered forests or other
controversial sources, and acquired before
the Policy was adopted by the company,
such as stocks in log yards, will be
documented, identified accordingly and
utilised by the mills. **

Not Applicable

4.4 The MMCF producer is aware of all
relevant local, national and international
laws and there is no evidence of non-
compliance, with local, national or
international laws. **

4.5 The commitment not to source from
Ancient and Endangered forests and other
controversial sources is verified. **

5. If suppliers contravene
these criteria, the MMCF

producer will first engage
them to change practices

Commitment in
Progress

5.1 All MMCF producers’ suppliers are

identified and the forest of origin is known.
Xk
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and then re-evaluate its
relationship with them

5.2 The MMCF producer has developed | Commitment in
procedures for engaging with suppliers, up to | Progress
withdrawing from purchase and other

agreements in situations where non-

conformance is found. **

(Note: This means potential legal and
contractual issues associated with
withdrawal are identified and addressed.)

5.3 The MMCF producer has documented Not Applicable
withdrawals from supply agreements where
non-conformance has been found. **

6. The MMCF producer 6.1 When requested, Canopy, Leaders Group | Not Applicable
welcomes interested and other stakeholder observers are invited

stakeholders and Leaders | to participate freely and to report

Group observers to verify | observations during this verification process.

the implementation. **

6.2 The MMCF producer requires of its NotApplicable

supplier to complete large scale scientifically
based conservation planning, High
Conservation Value assessments, and/or
High Carbon Value assessment, identifying
areas for protection, has been completed,
based on best available science, by a credible
third party, and made public. **

6.3 If sourcing from controversial areas, Not Applicable
with records of conflict and human rights
violation, an assessment that includes
participatory mapping of lands owned or
claimed by indigenous and local
communities, identification of areas for
protection, areas for conflict resolution and
remedy of past harms that involve affected
parties, their chosen advisors and relevant
stakeholders, have been completed by a
credible and mutually agreed third party and
made public. **

6.4 The MMCF producer requires of its Not Applicable
supplier to have developed a management

plan that identifies measures to protect

areas identified in large scale scientifically

based conservation planning, HCV and HCS

assessments with the Free, Prior and

Informed Consent of indigenous and local

communities whose land or land claims are

impacted and with input from credible

ENGOs. **

6.5 The MMCF producer has developed and Not Applicable
implemented a time-bound action plan to

actively seek the legal protection of these

areas with final land-use decision-makers in

a way that meets principles of Free Prior

and Informed Consent. **

7. The MMCF producer 7.1 The MMCF producer has developed and Commitment in
shall recognize, respect requires its suppliers to adopt a similar Progress
and uphold human rights | policy, systems and procedures to

10 CanopyStyle Audit Report Ver. 2/21
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and the rights of
communities and workers
affected by the
operations of their supply
chain and affiliated
companies

implement Free, Prior and Informed Consent

of indigenous people and local communities.
Xk

7.2 Suppliers document how they conform
with the MMCF producer’s commitment to
recognize and respect human rights,
community rights, First Nations rights and
rights of workers. **

Commitment in
Progress

7.3 The MMCF producer and its suppliers
show responsible handling of complaints and
resolution of conflicts in a transparent and
accountable manner that is mutually agreed
by the parties and includes relevant
stakeholders.

7.4 The MMCF producer and its suppliers
have developed internal capacity and
Companyal structure to recognize and
respect the rights of its workers

7.5 The MMCF producer has developed
procedures to ensure its Tier one suppliers
uphold the International Labour Company
(ILO) Declaration on Fundamental Principles
and Rights at Work and will require the
equivalent of their own suppliers.

Commitment in
Progress

7.6 Recognition and respect for human
rights is demonstrated by the MMCF
producer and its pulp suppliers. There is no
evidence of avoiding or failing to resolve
social conflicts and remedy past or current
human rights violations. **

Commitment in

Progress

8. Development of
Innovative and
Alternative Fiber

8.1 The MMCF producer has developed and
implemented an internal action plan to
collaborate with innovative companies and
suppliers to explore and encourage the
development of new alternative fiber
sources that reduce environmental and
social impacts, such as agricultural residues
and recycled fibers. **

8.2 The research and development phase for
the production of pulp and cellulosic fiber
made from alternative fiber sources has
been successfully completed and the MMCF
producer is entering a commercial scale
phase.

9. Voluntary advocacy for
conservation solutions

9.1 The MMCF producer has a track record
of participating in events that support
collaborative and visionary system solutions
that aim protect remaining Ancient and
Endangered forests. **

Commitment in
Progress

9.2 When prompted, the MMCF producer
uses its brand influence or purchasing
influence to positively impact conservation
and development solutions that have the
Free, Prior and Informed Consent of affected
indigenous and local communities. **

Not Applicable

11 CanopyStyle Audit Report
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9.3 The MMCF producer publicly supports
science-based international and national
target(s) and programs for preserving
designated protected and conservation
areas that have the Free, Prior and
Informed Consent of affected indigenous
and local communities.

9.4 The MMCF producer is developing and

implementing specific programs to increase
the endangered species population and the
maintenance of their habitat through time,

with government and/or ENGO programs.
k%

Footprint by recognizing

the importance of forests
and peatlands as carbon

storehouses

10. Responsible forest 10.1 The MMCF producer has defined criteria | Commitment in
management for responsible forest management, gives a Progress
preference for FSC certification and has
developed and implemented an action plan
to increase FSC intake. **
11. Reduction of 11.1 The MMCF producer has procedures to = Commitment in
Greenhouse Gas (GHG) evaluate their suppliers’ performance in Progress

reducing GHG.

11.2 MMCF producer has procedures to know
whether their suppliers are sourcing from
tropical peatlands and/or intact forest
landscapes.

Commitment in
Progress

11.3 The MMCEF producer can document
giving preference to suppliers that are not
operating in intact forest landscapes or on
drained tropical peatlands and that have
identified, withdrawn from and are restoring
peatlands and their hydrology. **

12. Pollution Prevention

12.1 * This verification process will not
address the pulp and viscose manufacturing
process which can lead to air and water
emissions that impact overall environmental
quality.

Canopy expects MMCF producers to invest in
and use the cleanest dissolving pulp and
viscose manufacturing technology

(i.e. lyocell process), and to implement the
ZDHC new viscose guidelines available at
https://www.roadmaptozero.com/post/zdhc-
man-made-cellulosic-guidelines-released

Not Applicable

4.3 Volume Summaries®

Reporting period: 2019.1-2020.12

‘ Category

‘ Explanation

Volume

% Overall

5 The volume summary is provided by the company.

12 CanopyStyle Audit Report
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FSC Controlled Material received with an FSC Controlled | 475.2 41%
Wood Wood claim (either from an FM or COC ADMT
certified company)
Controlled material | Noncertified material controlled by the
company's FSC Due Diligence System
FSC Mix Material received with an FSC Mix Credit | 530.8 46%
or FSC Mix % claim from an FSC CoC ADMT
certified company
FSC 100% Material received with an FSC 100%
claim from an FSC certified company
(FM or COCQC).
Non-FSC Material received with no FSC claim. 158.4 13%
ADMT
PEFC Material received with an PEFC

claim. Note materials can be received
with both a PEFC and FSC claim (no
double counting)

Appendix A: standard checklist (CanopyStyle
Verification Framework - Corporate Sourcing)

1. Evaluation of Site: the Corporate Verification Audit is conducted via
desktop review remotely and one video conference/interview due to the

COVID-19 pandemic.

Primary Responsible Person:

Roger Chou Special Assistant -  Management
(Responsible for control system representative
at site(s))
Auditor(s): Peiying Zhou, Preferred by Nature
People Interviewed, Titles: Roger Chou, Special Assistant - Management

representative, R&D as well as Production representative.
Eric Liang - Senior Specialist, Purchasing Department.
Hank Lin - Deputy Section Manager, Production Department.
Tim Chen - Factory Chief

Brief Overview of Audit Process
for this Location:

Please refer to Section 2.3 above for Description of Overall
Audit Process.

Comments: AceGreen Eco-Material Technology Co.,Ltd head office is responsible for development
and enforcement of the company sourcing policy and raw materials procurement for the mill in
Ershui Township, Changhua County, Taiwan.

2. Standard Checklist

Sourcing/Forest Policy

1. The MMCF producer has publicly communicated and is

implementing their Fiber

Indicators

Findings

13 CanopyStyle Audit Report
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1.1 Senior executive and key managers make a | Conformance with Indicator:
publicly available commitment to full Not Applicable
implementation of the forest sourcing policy.** D p-p
|Z Commitment Met

|:| Commitment in Progress
[] Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company made a public commitment to
promote sustainable forest management and
conserve Ancient and Endangered forests
(effective on 16t June 2020). The policy was
posted on the website:
http://www.acegreen.com.tw/news/news

page detail-161

1.2 The MMCF producer has developed | Conformance with Indicator:
standard operating procedures (SOP) required Not Applicable

to implement the Policy. These are available D p.p
upon request to stakeholders. ** [[] commitment Met

|E Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The company uses FSC certification as a tool to
control sourcing risks. The company provided
auditor the Documented Control System (DCS)
for FSC COC including management
procedures on raw materials procurement,
production, storage as well as sales. The
company also provided a supplier
management procedure on evaluation of the
suppliers, with the evaluation criteria mainly
based on quality and goods delivery date.
Whether the supplier has a system on reducing
the GHG is included as one of the
requirements. A purchasing practise procedure
is also provided with Canopy fiber policy
related documents required as part of the
requirements.

They are available upon request to
stakeholders.

1.3 The MMCF producer has assigned personnel | Conformance with Indicator:

with responsibility for Policy implementation. :
* % |:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Mr. Roger Chou, Special Assistant to the
General Manager is assigned for the
implementation of the policy. Other
departments in the company all cooperate with
Mr. Roger Chou to implement the policy.

14 CanopyStyle Audit Report Ver. 2/21



N &
s
"%meorrcd

@ by Nature-

1.4 The MMCF producer has developed capacity
and Company structure to implement the
Policy.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

[] Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Organization chart has been provided during
the audit, led by a special audit team under the
President’s Office, a management
representative is assigned, and several
departments are involved including a materials
group under the General Manager’s Office,
R&D department, Production department,
Business department etc. Therefore the
company has demonstrated capacity to
implement the policy.

Interviews with found all relevant staff were
aware of Canopy policy and their
responsibilities.

1.5 The MMCF producer has communicated its
commitment to implement its Policy to all its
suppliers.**

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

According to the company, they notified all
suppliers the commitments via phone calls.
Since no documented evidence was provided
as a record of these phone calls, this indicator
is graded as Commitment in Progress.

1.6 The MMCF producer has included
requirements to implement the Policy in
agreements/contracts with current and future
suppliers.**

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

According to the opening meeting held in
October 2020, the company planned to add the
requirements to implement the policy in the
agreements/contracts with current and future
suppliers at the earliest in December 2020.
Both suppliers have signed the commitment
letters with the company in terms of upholding
and implementing the fiber policy. In addition,
the commitment letter will be enclosed to the
new contract with suppliers.

The company provided 2 newly signed
commitment letter with OJI for their new

15 CanopyStyle Audit Report
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procurement but has yet to provide evidence
of adding these commitment letters to
agreements/contracts with suppliers.

1.7 The MMCF producer has developed and is | Conformance with Indicator:
implementing a system to monitor supplier Not Applicable
conformance with the Policy. ** D PP
|:| Commitment Met

|:| Commitment in Progress
|Z Commitment Not Met

|:| Insufficient Information Available

Description of the finding:
The company has provided a supplier
evaluation procedure that mainly focus on the
supplier quality (i.e. the FSC COC procurement
management procedure).

The company also provided a supplier
management procedure on evaluation of the
suppliers, with the evaluation criteria mainly
based on quality and goods delivery date.
Whether the supplier has a system on reducing
the GHG is included as one of the
requirements. In addition, a purchasing
practise procedure is also provided with
Canopy fiber policy related documents
required as part of the requirements. At the
time of the audit, no evidence is provided to
confirm that the company has developed and
is implementing a system to monitor supplier
conformance with the policy.

1.8 The MMCF producer has put in place a Conformance with Indicator:
grievance procedure. |:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company provided the FSC COC
grievance management procedure during
the audit. In addition, the official website of
the company provided mailbox as well as
telephone number to receive any grievance.
No Canopy related grievance procedure is
provided during the audit.

1.9 The MMCF producer has developed, and is | Conformance with Indicator:
implementing, an action plan that address any |X| Not Applicable

identified non-conformance and grievance )
received.** [_] Commitment Met

|:| Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:
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No complaints have been received, and no
non-conformance has yet been recognized
as this is the first CanopyStyle audit.

1.10 Key managers at each production site are | Conformance with Indicator:
aware of the Policy and demonstrate a similar |:| Not Applicable
commitment to implement it.**
|Z Commitment Met

|:| Commitment in Progress
|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company organized training sessions on
the policy and Canopy requirements in
February 2021.

The interviews to relevant staff in corporate
office and mill demonstrated they are fully
aware of the policy and were able to explain to
the auditor how they should implement the

policy.

1.11 Each production site manager has Conformance with Indicator:
developed procedures to implement the Policy, |:| Not Applicable

when relevant. **
|:| Commitment Met

|Z Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The mill and headquarter are located together.
The SOPs provided by the head office are FSC
COC’s Documented Control System (DCS), a
supplier management procedure on evaluation
of the suppliers, with the evaluation criteria
mainly based on quality and goods delivery
date, as well as a purchasing practise
procedure is also provided with Canopy fiber
policy related documents required as part of
the requirements.

Summary:

The Company made a public commitment to promote sustainable forest management and
conserve Ancient and Endangered forests (effective on 16 June 2020). The company mainly
uses FSC certification as a tool to control sourcing risks.

Organization chart has been provided during the audit, led by a special audit team under the
President’s Office, a management representative is assigned, and several departments are
involved including a materials group under the General Manager’s Office, R&D department,
Production department, Business department etc. Interviews with found all relevant staff were
aware of Canopy policy and their responsibilities. Both suppliers have signed the commitment
letters with the company. In addition, the commitment letter will be enclosed to the new contract
with suppliers.

At the time of the audit, no evidence is provided to confirm that the company has developed and
is implementing a system to monitor supplier conformance with the policy.

The Company organized training sessions on the policy and Canopy requirements in February
2021. The interviews to relevant staff in corporate office and mill demonstrated they are fully
aware of the policy and were able to explain to the auditor how they should implement the policy.
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2. The MMCF producer only sources raw material from suppliers that are transparent, traceable
and are in conformance with the policy

Indicators Findings

2.1 An assessment of the MMCF producer @ Conformance with Indicator:
supply chain has been completed globally. The Not Applicable

producer used the Forest Mapper, advice note D p.p
on Ancient and Endangered Forests and the [[] commitment Met
Dissolving Pulp Classification tool, to make their |X| Commitment in Progress

k%
supply assessment. [ ] commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company provided a list of 2 dissolving
pulp suppliers at the time of this audit. The
Company has assessed all supply chain
partners to the sourcing policy by using the
Forest Mapper only.

The internal assessments result on whether
they source from Ancient & Endangered
Forests as well as is there a chance that the
fiber input sourced from Ancient and
Endangered forests or other controversial
areas, the results provided from the supplier
show as:

Domsjo Fabriker - “No, We do not source from
Ancient or Endangered forests, nor from other
controversial material or areas.”

OJI PAPER CO.,LTD. YONAGO mill =™ NO. The
origin of their chips are their plantation.”

Both Domsjo and Oji Paper provided the
evidence on disclosure of their approximate
sourcing of origin (see 2.2 below), i.e. the map
where forest of origins areas are disclosed by
using the Canopy ForestMapper tool. The
company declares that they used the forest
mapper but comes to a different conclusion of
low risk (due to FSC sourcing) where there is
overlap with Ancient and Endangered forests.

However, FSC certification alone does not
determine low risk for sourcing from Ancient
and endangered forests and this audit finds
that not all materials sourced are being
received with FSC claims.

2.2 The assessment identifies all suppliers in | Conformance with Indicator:
the chain that supply the MMCF mills, beginning |:| Not Applicable

at the forest or plantation of origin.
|:| Commitment Met

|Z Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

18 CanopyStyle Audit Report Ver. 2/21



&
E'j'?F‘naferred
by Nature-

Description of the finding:

The Company’s dissolving pulp supplier list was
provided and shared. All dissolving pulp mills
are known.

Domsjo provided the approximate forest of
origins info by using the Canopy ForestMapper
Tool.

Canopy pper of northem pe/Baltic See reglon. Ancient & Endangered forests

are shown as green areas and Intact Forest Landscapes as pink areas.
The red circles indicate the origin of our wood procurement:

Demsjé Fiber is & daughter company of Domsjd Fabriker and the sole provider of raw
The forests of origin info are provided up to
country/sub-national level, where exact details
of forests info are still not clear. According to
Domsjo, the wood procurement is strictly
regulated by FSC and PEFC regulations as well
as current laws and regulations. Their fibre
sourcing policy clearly states that wood
harvested in Ancient or Endangered forests nor
IFL areas are not accepted or allowed. In
addition, according to the dissolving pulp
classification tool, Domsjo is graded as low risk
as no sourcing issues identified based on
current information and/or CanopyStyle audit.

Oji Paper also provided the approximate forest
of origins info by using the Canopy
ForestMapper Tool:

Canapy ForestMapper of Southeast Asin region. Ancient & Endangered forests are
shown as green areas and Intact Forest Landscapes as pink areas.

The red cireles indicate the origin of our wood procurement:

. g2

The supply chain map can be traced back to
the wood chip suppliers - KTH from Indonesia
and SSB from Malaysia - both FSC certified
companies (KTH: "SGS-CW/FM-009866" and
"SGS-COC-009871"

SSB: "SCS-FM/COC-00101P" and "SGS-COC-
008500").
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The company has declared KTH as their
supplier (Canopy sourcing form), but according
to OJI's declaration, KTH provides 90% of
inputs and SSB provides the other 10%. The
search on FSC database finds that KTH FSC
CW/FM certification and SSB has FSC/FM.
Purchasing docs from OJI indicated that there
are non-certified, FSC CW and FSC Mix Credit
pulp received by ACEGREEN, so it is more likely
that SSB is indeed involved in the supply chain.

According to the ForestMapper result, there
are Ancient & Endangered forests overlapping
in KTH’s and SSB'’s planation area.

Oji  Paper declares that their wood
procurement is strictly regulated by FSC
regulation as well as relevant laws and
regulations. The wood raw materials
procurement guideline of Oji Paper also states
that wood harvested in ancient or endangered
forests nor IFL areas are not accepted or
allowed.

However, FSC certification alone does not
determine low risk for sourcing from Ancient
and endangered forests and controversial
sources. Also, this audit finds that not all
materials sourced from Oji are being received
with FSC claims.

2.3 This assessment is updated every year and | Conformance with Indicator:
shared with Canopy, with permission to share Not Applicable

with the Leaders Group. D PP
|Z Commitment Met

|:| Commitment in Progress
|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This is the 15t time CanopyStyle audit at the
company. The company is aware that the
assessments shall be updated annually.

By the time during the audit, the assessments
have been shared with Canopy. The company
is willing to share also with the Leaders Group.

2.4 The producer developed additional criteria Conformance with Indicator:

to complete their risk assessment, to include |:| Not Applicable
legality, violation of human risks and risks C :
ommitment Met
related to the conversion of natural forests to L] I )
plantations (1994 date), use of Genetically [_] commitment in Progress

Modified Organism. X] commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The company provided a questionnaire with
the 2 suppliers named “Key Performance
Indicators approved for the CanopyStyle
Verification”, in which 2 suppliers answered
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the questions in regard of human risks,
planation conversion from natural forests.

No specific requirements and or evaluation
content on legality, violation of human risks
and risk related to the conversion of natural
forests to plantations (1994 date), as well as
use of GMO are developed to complete the
risk assessment.

2.5 The MMCF producer publishes its suppliers | Conformance with Indicator:
publicly, or, in the absence of such |:| Not Applicable
transparency, is providing its customers with a i
robust track and trace system that can be used [[] commitment Met
throughout the supply chain up to clothing and |:| Commitment in Progress

textiles retailers. |Z Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Confirmed by the company that for the time
being, it's not convenient to disclose the
supplier’s info publicly. The company will
reply to Canopy as soon as they discussed
with their suppliers in terms of certain
aspects. In addition, during the audit, no
evidence is provided in regard of a robust
track and trace system that can be used
throughout the supply chain for their
customers.

Summary: The Company provided a list of dissolving pulp suppliers and has assessed all supply
chain partners to the sourcing policy by using the Forest Mapper. However, the organization has
determined a different risk rating for one supplier. The internal assessments results are not fully
in line with the results shown from the Canopy Dissolving Pulp Classification Tool or audit results.
Both Domsjo and Oji Paper provided the evidence on disclosure of their approximate sourcing of
origin, i.e. the map where forest of origins areas are disclosed by using the Canopy ForestMapper
tool. There is clear overlap with Ancient and Endangered forests in Indonesia and Malaysia.

No specific requirements and or evaluation content on legality, violation of human risks and
risk related to the conversion of natural forests to plantations (1994 date), as well as use of
GMO are developed to complete the risk assessment. The company relies on FSC certification.
Confirmed by the company that for the time being, it's not convenient to disclose the supplier’s
info publicly. In addition, during the audit, no evidence is provided in regard of a robust track
and trace system that can be used throughout the supply chain for their customers.

3. No conversion of natural forest to plantations
Indicators Findings

3.1 The initial date of the plantation | Conformance with Indicator:
development has been documented and |:| Not Applicable

sourcing only occurs in areas identified pre )
1994, or post 1994 with a supporting FSC [[] commitment Met

certificate. ** |:| Commitment in Progress
|Z Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

For Domsjo, the company’s internal risk
assessment shows that no wood harvested
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from plantations. In addition, Domsjo also
claimed that there is no conversion of natural
forest to planation in their operation.

v Acegreen- Canapy - POF-XChange Editor

oy W = WEn

Indicators. (KPY] th

1. The MMCF producer has publicly as b5 imp 1ing the Fibre
Sourcing/Forest Policy. TH ol it

2. The MMCF producer only sources raw material from suppliers that are transparent,
traceable and are in conformance with the policy, Correct

3, No conversion of natusal forest to plantations, No

4, Since the signature of the Policy, from Anclent and Forests and
other s Ha | " . Commect, althoxgh i

5. If suppliers contravene these criteria, the MMCF producer will first engage them to
change practices and then re-evaluate its relationship with them. Correct

In addition, according to the previous
Rainforest Alliance CanopyStyle Verification
and Guidelines Evaluation Report for Domsjo
in 2017, in terms of plantation, within the
Domsjo supply area forests, notably
softwoods, are generally regenerated though
planting, but are not considered plantations
(per FSC) given the retention of ecological
elements, diversity retentions... etc. Therefore,
conversion risk of natural forest or natural
grasslands to forest is virtually non-existent
and considered not applicable.

For Oji Paper, the company’s internal risk
assessment shows that the wood chips are
sourcing from KTH from their Indonesia
plantation. However, the wupper stream
evidence provided from OJI Paper indicated
that another supplier SSB from Malaysia is also
involved in wood chip supply. KTH was
established in 1998. Their current harvesting
cycle is around 5-7 years. Both KTH and SSB
are certified plantations (KTH: SGS-CW/FM-
009866 and "SGS-COC-009871;SSB:SCS-
FM/COC-00101P and SGS-COC-008500).
Note that KTH holds Controlled Wood FM
certification only, which does not require
plantations to be established pre-1994.

Summary:

For Domsjo, the company’s internal risk assessment shows that no wood harvested from
plantations. In addition, Domsjo also claimed that there is no conversion of natural forest to
planation in their operation.

For Oji Paper, the company’s internal risk assessment shows that the wood chips are sourcing
from KTH from their Indonesia plantation. However, the upper stream evidence provided from
0JI Paper indicated that another supplier SSB from Malaysia is also involved in wood chip supply.
KTH was established in 1998. Their current harvesting cycle is around 5-7 years. Both KTH and
SSB are certified plantations however KTH is certified to the FSC Controlled Wood FM standard
which does not require plantations to be established pre-1994.

4. Since the signature of the Policy, all sourcing from Ancient and Endangered forests and other
controversial sources have been eliminated

Indicators Findings

4.1 The MMCF producer has adopted clear Conformance with Indicator:
definitions for the terms included in their Policy, :
such as “ancient & endangered forests,” “intact [_] Not Applicable

forest,” “natural forest,” “endangered species,” | [X] commitment Met
“controversial sources,” “high conservation
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value,” “high carbon area,” “peatlands,” etc.
that are consistent with this document and the
forest sourcing policy template.**

|:| Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The Company’s policies include the definitions
of Ancient & Endangered forests, intact forests,
and controversial sources as the CanopyStyle
framework.

4.2 All areas meeting the definition of “Ancient
and Endangered forests” have been identified
and mapped and suppliers and fibre that have
a high risk of being considered controversial
sources have been identified and shared with
Canopy, with permission to share Leaders
Group.**

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|X| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Both the 2 suppliers of the company
(Domsjo and Oji Paper) provided the maps
on their approximate forests of origin area
(details kindly refer to indicator 2.2).

Both Domsjo and Oji Paper claimed that
since the signing of the Policy, any other
controversial sources have been eliminated.

Domsjo’s claim:

20210124 Dowmai origin of wood for Acegreen: Caspy - POF-KChange Eritor

| RE EW WE W

1. The MMCF producer
Sourcing/Forest Policy, The D:

wbibicly commmiinic

2. The MMCF producer only sources raw matesial from suppliers that are transparent,
traceable and are in conformance with the policy, Correct

3 of natwral forest to ph No

4. Since the signature of the Policy, a8 scurcing from
other controwirsial sources huve baen eliminated,

5. I suppliers contravene these criteria, the MMCF producer wil st engage them to
e and L wath them, Correct

sod Leaders

6. The MMCF producer L ted
verify the implementation. Correct

7. The MMCF produces L hespect,
ars aftocted by P
and affilisted companies in the forestry sector. Conect

rights and the rights of
eheir mils and their supply

8 of innovative . Mo

9. Voluntary advocacy for conservation solutions, Mot 1o far

Oji Paper’s claim:
— HO2E 1Sy Peshormande st O - POF X hange Bt
[ 75 0 ey Povtormance ebcsor 4

Key Performance Indicators (KPI) approved for the CanopyStyle Verification

1. The MMCF producer has publicly communicated as is implementing the
Fibre Sourcing/Forest Policy.

fes

2, The MMCF producer only sources raw malerial from suppliers that are

with the policy.

and are in

Yes

3. Mo conversion of natural forest 1o plantations.

Yo

4. Since the signature of the Policy, all sourcing from Ancient and
Endangered Forests and other controversial sources have been
eliminated.

Yes

5. I suppliers contravensa these criteria, the MMCF producer will first engage
them to change practices and then re-avaluate its relationship with them.

Yes
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However, there is clear overlap of Ancient
and Endangered forests in Indonesia and
Malaysia. Additionally, there is no evidence
that the company has assessed the risk of
sourcing from controversial sources in
addition to Ancient and Endangered forests.
The company uses certification as risk
mitigation and evidence of compliance, but
not all materials are sourced as certified (see
finding 3.1).

All info has been shared with Canopy via this
audit. The company is willing to share with
the Leaders Group.

4.3 Any raw materials in the MMCF producer’s | Conformance with Indicator:
supply chain originating from Ancient and Not Applicable

Endangered forests or other controversial > p.p
sources, and acquired before the Policy was [[] commitment Met

adopted by the company, such as stocks in log |:| Commitment in Progress
yards, will be documented, identified [] Commitment Not Met

accordingly and utilised by the mills.**
|:| Insufficient Information Available

Description of the finding:

No such materials have been identified as of
this audit. 1 supplier (Oji Paper) has potential
risk noted, but this has not been confirmed.

4.4 The MMCF producer is aware of all relevant = Conformance with Indicator:
!ocal, natlonal and |nternat|on_al laws a_nd there |:| Not Applicable

is no evidence of non-compliance, with local, i
national or international laws. X] commitment Met

|:| Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The interviews to the management
confirmed they were aware all relevant laws
and regulations.

The auditor reviewed the legally required
documents such as business registration
certificate.

There is no news or information disclosed
that the organization is non-compliance with
national and international laws. The
Company holds a number of 3rd party
certificates including Carbon Footprint
Verification certificate ( TWN4576693CFP/E
Rev.l & TWN4576693CFPT/E Rev.3),
Quality Management System Certification
for manufacturing and sales of Lyocell
filament (ISO 9001:2015), FSC COC
certificate (BV-COC-136617). The company
is also granted authorisation according to
STANDARD 100 by OEKO-TEX to use the
STANDARD 100 by OEKO-TEX mark.

4.5 The commitment not to source from Ancient Conformance with Indicator:
and Endangered forests and other controversial |:| .
sources is verified. ** Not Applicable
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|:| Commitment in Progress
|Z Commitment Not Met
|:| Insufficient Information Available
Description of the finding:
The company has conducted their initial risk
assessment on their supply chains to
understand the risk of sourcing from Ancient
and Endangered forests and other
controversial sources. However, not all
suppliers can be verified as low risk. Note
findings in 4.1-4.4 above.

Summary:

The MMCF producer has adopted clear definitions for the terms included in their Policy. Both the
2 suppliers of the company (Domsjo and QOji Paper) provided the maps on their approximate
forests of origin area (details kindly refer to indicator 2.2). There are clear areas of overlap with
Ancient and Endangered forests in Indonesia and Malaysia. Additionally, no evidence showed
the company has assessed the risk of sourcing from controversial sources in addition to Ancient
and Endangered forests. Not all suppliers can be verified as low risk.

The MMCF producer is aware of all relevant local and international laws and there is no evidence
of non-compliance, with local or international laws. The company uses certification as risk
mitigation and evidence of compliance.

5. If suppliers contravene these criteria, the MMCF producer will first engage them to change
practices and then re-evaluate its relationship with them

Indicators Findings

5.1 All MMCF producers’ suppliers are identified | Conformance with Indicator:
and the forest of origin is known.** |:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company'’s dissolving pulp supplier list was
provided and shared. All dissolving pulp mills
are known.

The exact information in terms of forest of
origins for each pulp supplier are not known.
Detailed assessment please refer to findings on
indicator 2.2

5.2 The MMCF producer has developed Conformance with Indicator:
procedure for engaging with suppliers, up to |:| Not Applicable
withdrawing _from _ pur_chase and other |:| Commitment Met
agreements in  situations where non-

|:| Commitment Not Met

(Note: ~This means potential legal and DInsufﬁcientInformation Available

contractual issues associated with withdrawal
are identified and addressed.)
Description of the finding:
In the published sourcing policy, it stated
that “if suppliers contravene these criteria,
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we will first engage them to change
practices and then re-evaluate our
relationship with them if we find that fibre is
coming from sources that do not meet this
policy.” Both suppliers have signed the
commitment letters with the company in
terms of upholding and implementing the
fiber policy. The commitment letter will be
enclosed to the new contract with suppliers.
During the audit, a purchasing practise
procedure is also provided with Canopy fiber
policy related documents required as part of
the requirements, however, no specific
required procedure is provided from the
company .

The company provided 2 newly signed
commitment letters with OJI for their new
procurement updated on 14 Apr and 06 May
2021, respectively.

5.3 The MMCF producer has documented
withdrawals from supply agreements where
non-conformance has been found. **

Conformance with Indicator:

|X| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This is the first audit, and no non-conformance
has yet been found.

Summary:

All dissolving pulp mills are identified. The exact information in terms of forest of origins for each
pulp supplier are not known. Detailed assessment please refer to findings on indicator 2.2

No procedure is provided in dealing with suppliers’ non-conformance at the time of the audit.
This is the first audit, and no non-conformance has yet been found.

6. The MMCF producer welcomes interested stakeholders and Leaders Group observers to verify

the implementation.

Indicators

Findings

6.1 When requested, Canopy, Leaders Group
and other stakeholder observers are invited to
participate freely and to report observations
during this verification process. **

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The management confirmed leader group
and other stakeholders are welcome to join
the verification as observers in the future,
and any observations could be reported to
the auditor freely.
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This indicator is graded as “Not Applicable” due
to the fact that no such requests have been
made to date.

6.2 The MMCF producer requires of its supplier
to complete large scale scientifically based
conservation planning, High Conservation Value
assessments, and/or High Carbon Value
assessment, identifying areas for protection,
has been completed, based on best available
science, by a credible third party, and made
public. **

Conformance with Indicator:

|X| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is only required when
company'’s sourcing has been verified as key
priority areas of Ancient and Endangered
forests. However, there are Ancient and
Endangered forest identified in the sourcing
area for one supplier, so additional
verification is required.

6.3 If sourcing from controversial areas with
records of conflict and human rights violation,
an assessment that includes participatory
mapping of lands owned or claimed by
indigenous and local communities,
identification of areas for protection, areas for
conflict resolution and remedy of past harms
that involve affected parties, their chosen
advisors and relevant stakeholders, have been
completed by a credible and mutually agreed
third party and made public.**

Conformance with Indicator:

|E Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is only required when
company'’s sourcing has been verified as key
priority areas of Ancient and Endangered
forests. However, there are Ancient and
Endangered forest identified in the sourcing
area for one supplier, so additional
verification is required.

6.4 The MMCF producer requires of its supplier
to have developed a management plan that
identifies and measures to protect areas
identified in large scale scientifically based
conservation planning, HCV and HCS
assessments with the Free, Prior and Informed
Consent of indigenous and local communities
whose land or land claims are impacted and
with input from credible ENGOs.**

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is only required when
company'’s sourcing has been verified as key
priority areas of Ancient and Endangered
forests. However, there are Ancient and
Endangered forest identified in the sourcing

area for one supplier, so additional
verification is required.

6.5 The MMCF producer has developed and Conformance with Indicator:

implemented a time-bound action plan to ) )

actively seek the legal protection of these areas [X] Not Applicable

with final land-use decision-makers in a way |:| Commitment Met

that meets principles of Free, Prior and |:| C it tinp

Informed Consent.** ommitment in Frogress

27 CanopyStyle Audit Report Ver. 2/21




A <5
-
"‘%Pref erred

@ by Nature-
|:| Commitment Not Met
|:| Insufficient Information Available
Description of the finding:
This indicator is only required when
company'’s sourcing has been verified as key
priority areas of Ancient and Endangered
forests. However, there are Ancient and
Endangered forest identified in the sourcing
area for one supplier, so additional
verification is required.

Summary:

The management confirmed leader group and other stakeholders are welcome to join the
verification as observers in the future, and any observations could be reported to the auditor
freely.

Indicator 6.2-6.5 are only required when company’s sourcing has been verified as key priority
areas of Ancient and Endangered forests. This verification has not yet been completed, and
therefore these criteria will be re-assessed at the next audit.

7. The MMCF producer shall recognize, respect and uphold human rights and the rights of
communities and workers affected by the operations of their supply chain and affiliated
companies.

Indicators Findings

7.1 The MMCF producer has developed and | Conformance with Indicator:
requires its suppliers to adopt a similar policy, |:| Not Applicable

systems and procedures to implement Free,
Prior and Informed Consent of indigenous [[] commitment Met

people and local communities. ** |Z Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The company requires its suppliers in its
sourcing policy to adopt a similar policy,
systems and procedures to implement Free,
Prior and Informed Consent of indigenous
people and local communities.

Sourcing policy has been developed and
posted on the company’s website:
http://www.acegreen.com.tw/news/news pag
e detail-161.

Both suppliers have signed the commitment
letters with the company in terms of upholding
and implementing the fiber policy. The
commitment letter will be enclosed to the new
contract with suppliers.

Domsjo provided its sustainability report
(2018.4-2019.3) in which Domsjo managed to
implementing the FPIC of the local
communities:
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c)  State, outhorities, local community
Domsjé Fabriker i lacated in Grrskldsik, Sweden. The local community ks engaged through:

. through media to inf | any changes in

the business, anything from nolse and products,

= Consultations with local residents whenever a change in the business requires a notification
according te Seveso Directive or permit under the Environmental Code,
Support programs for schools.
Process of attending to complaints from local bodies.
Meetings with municipality administration and other authority bodies.
Engagement in the local Chambers of Commerce.,

in the O ¥ Groug other local industry

related companies.,
* Engagement in the Swedish Forest Industries association
. G relation with (business trainers)

DR

Page 28 34)

As for procedures and systems, both suppliers
are FSC certified, but one of them also supplied
non-certified dissolving pulp (details kindly
refer to indicator 3.1). This indicator is
therefore being graded as in progress.

7.2 Suppliers document how they conform with
the MMCF producer’s commitment to recognize
and respect human rights, community rights,
First Nations rights and rights of workers. **

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|X| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Both suppliers provided the KPI Performance
Indicators in which they confirmed they shall
recognize, respect, and uphold human rights
and the rights of communities and workers
affected by the operations of their mills and
their supply chain and affiliated companies
in the forestry sector.

Oji Paper:

¥ {xP1) app

1. The MMCF producer has publicly comemunicated as is implemeriting the
Fibes SourcingForest Policy.

Yas

2. The MMCF preducer only sources raw materal from supplers that are
transparent, traceable and are in conformance with the policy.

Yeu

3. Mo conversion of natural fores! to plantations,

Vou

4. Since the signature of the Policy, all sourcing from Ancient and
Endangered Forests and other contraversial scurces have been
elminated.

Yes

5. If suppliers confravens these critena, the MMGF producer will first engage
" ch ices and B R —— ith theen.

Yes

6. The MMCF producer welcomes interosted stakehoiders and Leaders
Group cbservers to very the implementation.

ek

7. The MMCF producer shall recognize, respect, and uphold human rights

and the rights of and atfocted by th of
their mills and their supply chain and afflisted companies in the focestry
seclor.

Tes

8. Development of Innavative and Allemative Fibre.

9. Vohuntary advocacy for conservation soluions.

Yes

10, Responsibie forest management.

Yau

11. Reduction of Greenhouse Gas (GHG) Footprint by recognizing the
impartance of forests and peatiands as carbon storehouses.

Yes

12. Pollution Prevenition.

Yes

Domsjo:
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Key Performance Indicators (KP1) approved for the CanopyStyle Verification

1. The MMCF producer has Iy as the Fibre
Sourcing/Forest Policy. The Domsjd Fiber Fibre Sourcing Policy s well Implemented and

publicly communicated

2. The MMCF producer anly sources raw material from suppliers that are transparent,
traceable and are in conformance with the policy. Correct

3. No conversion of natural forest to plantations. No

4. Since the signature of the Policy, all sourcing from Ancient and Endangered Forests and
other sources have b Correct, although have never sourced
from Anclent or Endangered Forests/controversial sources before either

5. If suppliers contravene these criterla, the MMCF producer will first engage them to
change practices and then re-evaluate its relationship with them, Correct

6. The MMCF producer welcomes interested stakeholders and Leaders Group observers to
werify the implementation, Correct

7. The MMCF producer shall recognize, respect, and uphold human rights and the rights of
communities and workers affected by the operations of their mills and their supply chain
and affiliated companies in the forestry sector. Comrect

Domsjo also provided its sustainability
report (2018.4 -2019.3) in which Domsjo
documented how they comply with the
Company’s commitment recognize and
respect human rights, community rights,
First Nations rights and rights of workers.
More information is provided at Domsjo’s
website:
http://www.domsjo.adityabirla.com/en
/sidor/Sustainability.aspx

For example, on the rights of workers:

XIL Social responsibilities
1 Employment
Various benefits to th provided g conting ed with the
Exampl full-time. porary, include e

Insurance, disabdity retated benefits, retirement related support, paid holidays (additional to regular
leaves), parental leave, marriage leave and beroavement leave, Further full time emplayees recelve
banefits related to healthcare services. Th pany n wellness
amengst its employees.

In F¥19, Domsjd Fabeiker had a total of 303 and 11 temparary 27 new
ik d and 44 left, mainly due t , see also figure 9. All
employess employed by Domsjo Fabriker have a labour contract and 2 collective agreement in accordance
with Swedish laws.
Tatal Emiayes Brewkdown iy Gander Total Empioyee Breabdawn by Age

Figure 9: Percentoge of permanent employees by gender and age.
Page 25 (34)

a)  Wellaess
Many weliness activities have been organised during the year. The emplayees have been offered to
attend dance courses, skiing classes as well a3 running events. Free lunch seminars have also been
offered with a variety of wellness themes.

At In previous years, sccess o froe exercise activities at Brux Sparts Centre 1o all our emplayees is
offered, an cpportunity that many use during lunches as well s evenings. It has also been quite
popular for the employess to use the benefit of lree swimming at Ornsksldivik swimming hall.

) Trabning and Education
Domsgs Fabriker regards the employees s its greatest ssset and works closely with the emplovees to
attond to their needs of An program ks developed for each
new employee i with their respe ap ¥ ducts role-
spacific trainings on health, safety and emvironmental topics. A goal i 2 % of the smployees’ working
time is used for training.

In FY 19 training of permanent employees was 1.6 % of total man-hours which is below normal level

for 4 year, Some of th trainings for th include spocific hoalth, emvironment
and topics this, trainings for a3 well 2
specific particular job L i skills for o are

Each manager i Tor ensuring that th hawe the right type of as

‘well a3 sufficient training. To make it easior to manage, HR has put great effort to create a training
‘matrix and special proficlencies for each position. By using this system the education need is
whualized and training b HR and managers.

2, Occupational Health and Safety
Healthy and saf| are vital for efficiency It is important that
employees feel safe at work in Domsja Fabriker, knowing that all their concerns are listened to and
addressed at the high h The ¥ p to
h variaus d safety in order to
hat is heard ped 1o provide a safe king to

all s1afi.
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Indicators related to safs k . Th health,
safety, environment and quality department, HSEQ, lmmla!i and Umkw‘s systems to ensure a safe
working environment. Every accident, first aid, near miss incident and safety abservation is

d and reasons, and possible actions are investigated in order to prevent
future incidents. Safety audits are ¥ quarter and risk analysis and are
carried out periodically. Ne employee or contract worker faced any fatalities during FY19. The injury
rate has improved compared to previous results, see table 12.

Page 26 (34)

Tobile 12: Safety at work

Indicator Quantity FY19

LTIFR (Lost time incidents. 155 | 150 74 184
frequency rate)*

Lost Time Injuries 10 | 9 5 12
Lost days 921 | 1152 67.2 1132
safety indicator 39 86 75 50

* This caleulation Is made by the Tollowing formua; {1,000,000 / numbes of hours worked in 12 months] x
numb«nﬁmld:mm 12 moniths.

= [Near hitsrisk i * ceidh
Domsja Fabriker works with warking according to AFS 200101 a5 well as
the Safety management system according to Seveso Directive (Directive 2012/18/EU). The formal
agreement with trade unions ises health and safety topics i of work hours

schedule, leave for medical appointments, agreement on sick leaves, rights to halidays and
contribution to good order and safety.

Oji Paper also provided its 2020 Oji Group
Integrated Report extract, where they
documented how they implemented to
respect human rights, community rights and
rights of workers:

For instance, for human rights:

|
Oji Group Human Rights Poll

The Oji Group recognizes respect for human rights as a global code of conduct and we established the Of
Group Human Rights Policy as our basic stance on human rights. We will continue to make further efforts to
respect human rights, respect the diverse values of indivicuals, and contribute to the realization of a society
where everyone can manifest their abilities to the fullest
This policy applies to all executives and employees of the Oji Group and is reflected in all business activities.
Moreover, we expect all stakeholders of the Oji Group to kindly understand and comply with this policy.

1. Basic Principles
We support and respect international norms such as the International Bill of Human Rights (the Universal Dec-
laration of Human Rights and the International Covenant on Civil and Political Rights)? and the ILO Declaration
on Fundamental Principles and Rights at Work®, based on the United Nations Guiding Principles on Business
and Human Rights™.

Moreover, the Group has signed the United Nations Global Compact and supports its 10 pmuphs including
human rights. This policy s formulated based on expert advice from inside and outside the

2 Humanﬂmmnlngsnm

To fufill our rights in in the United
Nations Guiding Principles on Business and Human Rights, we will dc«Elnp a human rights due diligence sys-
tem taking into account the of our and will work to identify, prevent, al-

leviate, and remedy the negative effects on human rights that are caused or exacerbated through our business
activities as well as the negative effects that may be directly related to our business activities, products, or
services through our business relationships.

The Oji Group will provide suitable education to all exscutives and employees to promote understanding and
effective implementation of this policy.

3. Remedy
it or are directly involved in negative effects on human
rights, we will eﬂgage in duabgue with those concemed and strive to remedy the situation through appropriate

procedures.
If the laws and regulations of a country differ from international human rights norms, we will adhere to the
higher standard, and if they contradict each other, we will respect internationally recognized human rights 1o the
maximum extent and pricritize dealing with the most serious negative effects.
The Oji Group operates a Business Ethics Heip Line for mnwnanon and reporting that is open 1o all execu-

tives and empi asa ism for handling with our guiding principles. We
also respond to reports from outside the Group through uurCompl\Bﬂ- Contact Point on Contact us of the Oji
Holdings webstte.

4. Information Disclosure and Dialog
The Oii Groun discloses and reports on the proaress of our human riahts initiatives on our website and

Both suppliers hold certifications and have
provided sourcing policies. However, during
the audit, it was found that FSC certified
claims are not always being received on all
materials. This indicator is therefore graded
as in progress.

7.3 The MMCF producer and its suppliers show | Conformance with Indicator:
responsible handling of complaints and |:| Not Applicable
resolution of conflicts in a transparent and
accountable manner that is mutually agreed by X] commitment Met

the parties and includes relevant stakeholders. |:| Commitment in Progress

|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:
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The company is FSC certified and also has a
grievance operation procedure featured for
FSC COC to accept and handle complaints.
The 2 suppliers Domsjo and QOji Paper are
FSC COC certified companies which could
guarantee the conformance to this indicator,
as FSC COC certified companies are required
to have such a mechanism for their certified
scope.

7.4 The MMCF producer and its suppliers have = Conformance with Indicator:
developed internal capacity and Company |:| Not Applicable
structure to recognize and respect the rights of |Z Commitment Met

its workers.
|:| Commitment in Progress

|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

This company has developed internal
capacity and Company structure to
recognize and respect the rights of its
workers, such as labor wunion, the
Occupational Safety and Health
Management Regulations.

Below is the snapshot from the Occupational
Safety and Health Management Regulations:
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In the supplier management procedure on
evaluation of the suppliers, whether the
supplier has a workers’ rights mechanism in
place is one of the requirements.

The company is FSC certified. All workers
have signed Ilabour contracts and the
company pays for their social insurance.

Domsjo provided its Sustainability Report
(2018.4-2019.3) in which Domsjo
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documented how they comply with the
Company’s commitment to respect the
rights of workers. ( kindly refer to indicator
7.2 for details).

Oji Paper also provided its 2020 Oji Group
Integrated Report extract, in which they
introduced their efforts in respecting the
rights of workers:

Safety and Health Management Structures

0 Geoup Baloby and Health Maragernent Biructures sk o 1 Jorits anc and prosnote
the good Neaith of Group employses, Mk, ANd DUSINESS ODEMION WO ONfer Te GRLUDS PETISS ON @ tempo-
rary basks, and niso clarify respornibiities relating to waluty and heatth. It stipulates fundamental matiers in the Group
‘Balety are Health Managernent Fules

Promation of Warking Style Reforms

= Aleduction of total warking hours and promoticn of e d

operational efficiency
The Geoup has boon mplemoning busness miomma i L
ek it tokal 0 -
* Usa of Beime sysiems i Se-Ume sysim win o 1m0
wne-month seftierment period wis inlrockiced o '\ e e 2 Faairs (1
Y2018, sectng lmits on overlime work, enabing tul ) Toy s =
tranater of time of W work I8 peramad on holdays. s ‘!.\
SACOUNGNG EMpIoyees 10 fake annual DA loave, X0 g
mting Bascble wirking sty and olher measime

# Indtiatives to establish personnel systems far b \:|

prometing working styss reforms e ww
I crder 1o eliably caery oot B tashs in B wilh the man- R ek B. -
BgemEnt SFElagy, we e wirkdng 1 sstablish & parson-
el mystom (el erhances the sfisciveness. of workng Mo s NS Xhe MT Me 20MR
iyl retormna.

peronnel grading eystem
Each ampicyes i evakiadnd based on whather of nat ha/she has Suflsd hisher clarfind roiss. The appropratanass of
= h yoar and strict undlortaken. Traning is conduciad 1o raise vl
oo vl Ehiiaties pecgile 8 ppointied 1 the Aght posTion hased on B evekxaton meults

To preeobe e creie of innovalies vakuo, The Group Qrants researchars wih partculary Ngh ieves of apecalred

knowwledQn decretion reganding thew work stykes and DAovides working envionments that alow them 10 focus on re-
soarch

0 Retiremant at age 65

Introduced in FY2017 o anatde employses o demonsinte ther knowledge, skis, and abities 10 the fulest and work

with enthusiasm.

* Peocen o 10 g corepares

Promotion of Inclusion & Diversity

O Group sirives 1o carry oul initiatives that enable its diverse human rescurces i actively sssume ries al work -
gandiess of Qender, age, disalility, of natonallty, utimately siengthening the Group's competivenass with their o-

verss values and idoas.
* Promotion Stractuns
Our Goal Tha 04 Geoup has esinblished the
Dwersty  Promotion  Comimiies,
bt parnciat o B 4 il 14 ey sy ehaires] by the Group CEO, 1o sham
AP I LA Y % V1 R A1 diversity promoton polces  and

goals. as wel a3 o muppont and
confem the progmes of s promo.
oA plans, Bcrosa the Group.

Since both suppliers are FSC COC certified
which could support the conformance to this
indicator, as FSC COC certified companies
are required to have such a mechanism for
their certified scope.

7.5 The MMCF producer has developed Conformance with Indicator:
procedures to ensure its Tier one suppliers |:| Not Applicable
uphold the International Labour Company (ILO) C it t Met
Declaration on Fundamental Principles and D ommitment Tie

|X| Commitment in Progress
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Rights at Work and will require the equivalent |:| Commitment Not Met

of their own suppliers. |:| Insufficient Information Available

Description of the finding:

The company has requested the supplier to
comply with CanopyStyle framework
requirements and included it into contracts
with the suppliers.

Both suppliers are FSC certified companies,
which could provide a high level of
confidence that ILO is upheld Vvia
certification requirements.

In the supplier management procedure on
evaluation of the suppliers, whether the
supplier has a workers’ rights mechanism in
place is one of the requirements.

However, the company has not developed
effective procedure to verify if the suppliers
has developed similar procedure to its own
suppliers.

7.6 Recognition and respect for human rights is | Conformance with Indicator:
demonstrated by the MMCF producer and its |:| Not Applicable

pulp suppliers. There is no evidence of avoiding
or failing to resolve social conflicts and remedy [[] Commitment Met

past or current human rights violations.** |Z Commitment in Progress

|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

Recognition and respect for human right is
included in the Company’s policy.

Also, the company is FSC certified, which
could mean that they have signed the Policy
for Association, which declared that they are
not involved in activities that violate human
rights. Within the Company, there is a labour
union which actively engages in the
management of the Company.

The Company and all suppliers are FSC COC
certified. However based on the sample
batches of transaction evidence provided to
the auditor, there is non-certified dissolving
pulp purchased by the company in Feb 2020
from QOji Paper (Contract number: OJI-Y-GR-
A0005, no certification info and claim shown
on the invoice, which lower the confidence in
this regard.

This indicator is a summary requirement of
7.1-7.5 and thus is being graded as in
progress.

Summary:

Recognise, respect and uphold human rights and the rights of communities and workers was
included in the Company’s policy. The company provided the sample agreements with the
requirements of the Policy to its suppliers (Ekman and Oji Paper) during the audit.
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The Company holds FSC certification.

Domsjo provided its sustainability report and Oji Paper provided their integrated report extract
as evidence in respecting the human rights, right of workers, community’s right, etc.

All suppliers are FSC certified companies, and which could provide a high level of confidence that
ILO is upheld via certification requirements and the responsible handling of complaints and
resolution of conflicts is in place. However, there is one procurement record checked during this
audit from Oji Paper does not have relevant claim, which lower the confidence in this regard.

8. Development of Innovative and Alternative Fiber

Indicators

Findings

8.1 The MMCF producer has developed and
implemented an internal action plan to
collaborate with innovative companies and
suppliers to explore and encourage the
development of new alternative fiber sources
that reduce environmental and social impacts,
such as agricultural residues and recycled
fibers. **

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

1. The company provided their update on the
research and development technology of
ultrafine cellulose fibre and its recycling
process:
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2. The company has been working together
with a US company to develop and
commercialize the world’s first recycled
continuous filament lyocell for the
industry. i.e. The US company will use its
proprietary process to recover cotton pulp
from waste textiles (the interviewed
confirmed that the waste textile herein as
in recycled cotton) and deliver the high-
quality product to the Company for
manufacturing into filament lyocell. The
company provided the signed and dated
MOU.

8.2 The research and development phase for
the production of pulp and cellulosic fiber made
from alternative fiber sources has been
successfully completed and the MMCF producer
is entering a commercial scale phase.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|Z Commitment Not Met

|:| Insufficient Information Available
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Description of the finding:

Both 2 research are still under the R&D
phase and haven’t been entered into a
commercial phase.

Summary: The company provided their update on the research and development technology of
ultrafine cellulose fibre and its recycling process. In addition, the company has been researching
on adding recycled cotton, clothes by using the cotton linters from the US to produce different
styles of products. Both 2 research are still under the R&D phase and haven’t been entered into

a commercial phase.

9. Advocacy for conservation solutions

Indicators

Findings

9.1 The MMCF producer has a track record of
participating in events and taking actions that
support collaborative and visionary system
solutions that aim to protect remaining Ancient
and Endangered forests. **

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has been engaging and
supporting the events and activities held by
The Society of Wilderness, the largest
organization under Taiwan Environment and
Forest Conservation Association.
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The company is also proactively searching for
other opportunities in taking part in any
international events and / or taking actions
that support collaborative and visionary
system solutions that aim to protect remaining
Ancient and Endangered forests

9.2 When prompted, the MMCF producer uses
its brand influence or purchasing influence to
positively impact conservation and
development solutions including Free, Prior and
Informed Consent of affected indigenous and
local communities. **

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The organization requested all suppliers
make commitments on FPIC of indigenous
people and local communities, but since the
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company hasnt been prompted, this
indicator is graded as Not Applicable.

9.3 The MMCF producer publicly supports large | Conformance with Indicator:
scale scientifically based conservation |:| Not Applicable
solutions, international and national target(s) i
and programs for preserving designated [[] commitment Met
protected and conservation areas including the |:| Commitment in Progress
Free, Prior and Informed Consent of affected |Z .

Commitment Not Met

indigenous and local communities.
|:| Insufficient Information Available

Description of the finding:

The company has not participated in large
scale scientifically based conservation
solutions, international and national
target(s) and programs for preserving
designated protected and conservation
areas.

9.4 The MMCF producer is developing and | Conformance with Indicator:
implementing specific programs to increase the |:| Not Applicable

endangered species population and the i
maintenance of their habitat through time, with [[] commitment Met

government and/or ENGO programs.** |:| Commitment in Progress
|Z Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The MMCF producer didn't implement or
participate any specific programs to increase
the endangered species population and the
maintenance of their habitat through time,
with government and/or ENGO programs.

Summary:

The company has been engaging and supporting the events and activities held by The Society of
Wilderness, the largest organization under Taiwan Environment and Forest Conservation
Association.

The company requested all suppliers make commitments on FPIC of indigenous people and local
communities, but the company hasn’t been prompted yet.

10. Responsible forest management
Indicators Findings

10.1 The MMCF producer has defined criteria for | Conformance with Indicator:
responsible forest management, gives a Not Applicable

preference for FSC certification and has L] p-pl
developed and implemented an action plan to [[] commitment Met

increase FSC intake. ** X] commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The company does give preference for FSC
certification and has been purchasing FSC
certified dissolving pulp. Note: the samples
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which auditor checked during the audit also
found non-FSC/ certified dissolving pulp from
Oji Paper.

So far, there is no action plan to increase the
FSC intake. According to the company, there
will be an action plan to increase FSC intake
when the production capacity increases.

Summary:

The company does give preference for FSC certification and has been purchasing FSC certified
dissolving pulp. Note: the samples which auditor checked during the audit also found non-FSC/

certified dissolving pulp from QOji Paper.

So far, there is no action plan to increase the FSC intake. According to the company, there will
be an action plan to increase FSC intake when the production capacity increases.

11. Reduction of Greenhouse Gas (GHG) Footprint by Recognizing the importance of forests and

peatlands as carbon storehouses

Indicators

Findings

11.1 The MMCF producer has procedures to
evaluate their suppliers’ performance in
reducing GHG.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company provided a supplier management
procedure on evaluation of the suppliers, with
the evaluation criteria mainly based on quality
and goods delivery date. Whether the supplier
has a system on reducing the GHG is included
as one of the requirements.

Domsjo’s Sustainability Report ( 2018.4 -
2019.3) provided their performance on
reducing GHG:

e, sty rwgaon - FOF-MiChange Gckos
| E we NE N sE we

3. Emissions to air

Sulphur diawide (50:], nitrogen oxides [¥0x] and pa P o
air mainly from the recavery boilers. The lignin dryers and some other Sources cause minor
emissions. To decrease emissions to air, flue gas scrubbers and electrostatic precipitators are since

many years in use. An important part of the deaning processes & that heat b recavered and used in
the peacess. Dusing 2016, 3 Rew gas measurement deviee wins intalled. B showed higher emissicn
levels than the old one and therefore measurement results are now more correct. During FY17
addnional nazzies for exhaust gas cleaning were lers 23 the syt d
shawn ta be undersized, The ptinise the equipr of sulpbur
decnide continuous. During 2018 a project pas for measuring to air
s started, The taeget i 1o have them in place during (12 2015, Table 5 shaws the emissions 16 air.

Toble 5: Air enigsions by fype
| Particulste mattes * | 133tomnes | SStonnes | 160toanes | 193tamnes
| 50,% | 1%toones  472tonmes | S&3tonnes | T50tonnes *'t
| 367tomnes | 4SDtonnes | A4Stoanes | 515 tonnes
[ 558,792 tonnes
1.343 tonnes.

2018, *** From FY19, more emission sources inchaded in the total figure

quantity to air tored ta reduce emissions
ough intiatives going an_ a5, GHG,
emissions during FY 19 amounted to 3,452 1C02e {tonnes of cacbon dioxide equivalent] due to
consumption of furnace oll, LDO, diesel and petral, see figure 7. There are no emissions from fumace
e under FY19 beeause start-fuel for the bedlers were ehanged 1o LDO in the end of February 2018,
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Direct GHG Emissions tCO2e
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m Furnace ol = LDO = Diesel m Patrod
Figure 7: Emissions to o by eoch type of fuel,

The indirect emissions are due to electricity and steam purchased. kn FY19 tolal indirect emissions
were 18,702 t00 8, soe table 6.

Table 8 Sources for indirect emissions (o air

Source of Scope Il Emisslors Emission tC0&
Elsctricty purchased from grid [nen-renawabie) 9,621
e e s T e 240
[ Tol [

The GHG emission | tonne of pulp peoduced d 19 was 011
100, inchading direct and indirect emissions.

GHG ermissions are reduces throwgh product spplications. For examgle, lignin can be used as an
additive In concrete manufacturing and acts 36 2 water reducer while malntaining the strength of
concrete structure. It is calculated that using 1 kg of lignin in concrete manufacturing results in

€0, emissions by 20 kg, due 1o reduted demansd of cement. Cusrently Domejo Fabeiier
delivers approxmately 50,000 fonnes per yedr to the concrets addtive business, which leads to 18
million tannes reduction in giobal €O,

However, the company didn't provide the
procedure to evaluate their suppliers’
performance in reducing GHG.

11.2 MMCF producer has procedures to know A Conformance with Indicator:
whether their suppliers are sourcing from |:| Not Applicable
tropical peatlands and/or intact forest |:| Commitment Met

landscapes.
|Z Commitment in Progress

|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The company provided auditor the
Documented Control System (DCS) for FSC
COC including management procedures on
raw materials procurement. A purchasing
practise procedure is also provided with
Canopy fiber policy related documents
required as part of the requirements

2 suppliers have provided maps on their
approximate sourcing areas by using the
ForestMapper. But detailed forest of origins’
info is still not known. There is currently no
evidence of sourcing from tropical
peatlands, but also no procedure to exclude
it.

11.3 The MMCF producer can document giving = €onformance with Indicator:
preference to suppliers that are not operating |:| Not Applicable
in intact forest landscapes or on drained tropical C :

t t Met
peatlands and that have identified, withdrawn L] ommf men ) €
from and are restoring peatlands and their [[] commitment in Progress

hydrology. ** X] commitment Not Met
|:| Insufficient Information Available

Description of the finding:

No procedures were in place at the time of
onsite audit.

Summary:
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The company provided a supplier management procedure on evaluation of the suppliers, with
the evaluation criteria mainly based on quality and goods delivery date. Whether the supplier
has a system on reducing the GHG is included as one of the requirements.

Domsjo’s Sustainability Report ( 2018.4 - 2019.3) provided their performance on reducing GHG.
However, the company didn't provide the procedure to evaluate their suppliers’ performance in
reducing GHG.

The company uses FSC certification as a tool to control sourcing risks. The company provided
auditor the Documented Control System (DCS) for FSC COC including management procedures
on raw materials procurement.

2 suppliers have provided maps on their approximate sourcing areas by using the ForestMapper.
But detailed forest of origins’ info is still not known. There is currently no evidence of sourcing
from tropical peatlands, but also no procedure to exclude it.

12. Pollution Prevention

Indicators Findings

12.1 This verification process will not address | Conformance with Indicator:

the pulp and viscose manufacturing process

which can lead to air and water emissions that
impact overall environmental quality.

Canopy expects MMCF producers to invest in
and use the cleanest dissolving pulp and
viscose manufacturing technology

(i.e. lyocell process), and to implement the
ZDHC new viscose guidelines available at
https://www.roadmaptozero.com/post/zdhc-

|X| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

man-made-cellulosic-guidelines-released The CanopyStyle audit will not report on this

indicator.

Other tools such as the Hot Button report will
address chemical management starting in
2020.

Summary:

The CanopyStyle audit will not report on this indicator. Other tools such as the Hot Button report
will address chemical management starting in 2020.

** Indicates Critical Indicators
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Appendix B: standard checklist (CanopyStyle
Verification Framework — Viscose Mill Checklist)

1. Evaluation of <Choose site type> <enter site name>

Primary Responsible Person:
(Responsible for control system at site(s))

Roger Chou Special Assistant — Management
representative

Auditor(s):

Peiying Zhou, Preferred by Nature

People Interviewed, Titles:

Roger Chou, Special Assistant - Management
representative, R&D as well as Production
representative.

Eric Liang - Senior Specialist, Purchasing
Department.
Hank Lin - Deputy Section Manager,

Production Department.

Tim Chen - Factory Chief

Brief Overview of Audit Process for this Location:

Please refer to Section 2.3 above for
Description of Overall Audit Process.

Comments:

This mill is responsible for fibre production and
storage of material and products.

2. Standard Checklist

1. The MMCF producer has publicly communicated and is implementing their Fiber Sourcing/Forest

Policy

Indicators

Findings

1.10 Key managers at each production
site/mill are aware of the Policy and
demonstrate a similar commitment to
implement it. **

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The policy was public on the company’s website:

The Company organized special training session
on the policy and Canopy requirements before
the audit. Training records were provided for
auditor review.

1 training was conducted among relevant staff
in the company in February 2021.

Auditor interviewed key managers of this mill
who are aware of wood sourcing policy,
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definition of Ancient and Endangered forests and
controversial sources.

1.11 Each production site’s/mill's managers Conformance with Indicator:
have developed procedures to implement the |:| Not Applicable

Policy, when relevant.**
|:| Commitment Met

|X| Commitment in Progress
[] commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The Company shared the standard operational
procedure (the Documented Control System for
FSC COC, the supplier management procedure
on evaluation of the suppliers as well as the
purchasing practise procedure with the viscose
mill that ensures the wood sourcing policy is
implemented.

Kindly refer to indicator 1.2 under Appendix A
for details.

Summary:

The policy was public on the company’s website:

The Company organized special training session on the policy and Canopy requirements before
the audit. Training record were provided for auditor review.

1 training was conducted among relevant staff in the company fin February 2021.

The Company shared the standard operational procedure (the Documented Control System for
FSC COC as well as supplier management procedure on evaluation of the suppliers and a
purchasing practise procedure) with the viscose mill that ensures the wood sourcing policy is
implemented.

Auditor interviewed key managers of this mill who are aware of wood sourcing policy, definition
of Ancient and Endangered forests and controversial sources.

2. Sourcing from transparent supply chains that are in conformance with the policy.

Indicators Findings

2.6 The production site/mill maintains all | Conformance with Indicator:
purchase and sales, documentation related to Not Applicable

the wood fiber inputs. Such documentation D p-p
includes an identification of the forest of origin. [[] Commitment Met

|Z Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:
The head office is responsible for wood pulp

sourcing.

The material receipt and product delivery are
documented and shared with the mill, such as
bill of lading, product delivery note, invoice.
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However, the forest of origin is not presented on
this documentation.

2.7 The mill/production site maintains all
delivery documentation received with the wood
fiber inputs. Such documentation includes an
identification of the forest of origin.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|X| Commitment in Progress

[] commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The head office is responsible for wood pulp
sourcing.

The delivery documents are documented and
shared with the mill, such as bill of lading,
product delivery note, invoice. However, the
forest of origin is not presented on this
documentation.

2.8 When sourcing from certified or verified
land origin, the supplier code and claim for the
applicable third-party verification is included on
sales and delivery documentation.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The head office is responsible for wood pulp
sourcing. The delivery documents are
documented and shared with the mill.

Most of the procurement to the company are
FSC CW and/or FSC Mix Credit claimed
dissolving pulp. Transaction samples provided
to the auditor carry relevant FSC certificate
code and claim.

2.9 The production site maintains a summary of
annual purchases and then sales to the MMCF
producer.

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:
The mill has no sourcing activity of wood pulp.
The corporate office maintains the records of

annual purchase and sales and shared with the
mill.

2.10 All Suppliers provide outgoing
transportation documents that include the

forest/plantation of origin and certification
status if relevant

Conformance with Indicator:
|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress
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|:| Commitment Not Met
|:| Insufficient Information Available
Description of the finding:
The transportation documents provided from
the 2 suppliers carry relevant FSC certification
info when applicable. Forest/plantation of
origin, however, is not shown on the
documents.
Summary:
The head office is responsible for wood pulp sourcing. The delivery documents are documented
and shared with the mill.
Most of the procurement to the company are FSC CW and/or FSC Mix Credit claimed dissolving
pulp. Transaction samples provided to the auditor carry relevant FSC certificate code and claim.
Forest/plantation of origin, however, is not shown on the documents.

eliminated.

4. Sourcing from Ancient and Endangered forests and other controversial sources have been

Indicators

Findings

4.4 The production site/mill is aware of all
relevant local, national and international laws
and there is no evidence of non-compliance,
with local, national or international laws.**

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:
The interviews to the management confirmed

they were aware all relevant laws and
regulations.
Auditor reviewed the legally required

documents in Taiwan, such as the business
registration certificate.

At the time of this audit, there is no news and
information in the public domain that the
organization is non-compliance with national
and international laws. The company holds a
number of 3rd party certificate including Carbon

Footprint Verification certificate
(TWN4576693CFP/E Rev.1 &
TWN4576693CFPT/E Rev.3), Quality
Management System Certification for

manufacturing and sales of Lyocell filament (ISO
9001:2015), FSC COC certificate (BV-COC-
136617). The company is also granted
authorisation according to STANDARD 100 by
OEKO-TEX to use the STANDARD 100 by OEKO-
TEX mark.

4.5 Production site/mill understands the
definitions of Ancient and Endangered forests
and controversial sources. They also comply
with the commitment to not procure wood

Conformance with Indicator:
|:| Not Applicable
|:| Commitment Met
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from Ancient and Endangered forests and |X| Commitment in Progress
controversial sources. |:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The mill is not responsible for sourcing of wood
pulp.

By interviews, the management staff of the mill
demonstrated their understandings on Ancient
and Endangered forests and controversial
sources.

Both suppliers have signed the commitment
letters with the company in terms of
upholding and implementing the fiber policy.
The commitment letter will be enclosed to the
new contract with suppliers.

The company provided 2 newly signed
commitment letters with OJI for their new
procurement updated on 14 Apr and 06 May
2021, respectively.

However, compliance with the commitment has
not yet been confirmed.

4.6 Production mills have conducted Conformance with Indicator:
assessment of presence of Ancient and |Z Not Applicable
Endangered forests and other controversial .

|:| Commitment Met

forests in their wood supply areas.
|:| Commitment in Progress

|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

The risk assessment was conducted by the
headquarter.

4.7 The sourcing from regions that contain = Conformance with Indicator:
Ancient and Endangered forests and other Not Applicable

controversial sources is verified to low risk by > p'p|
this CanopyStyle audit. [_] commitment Met

|:| Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

Risk assessment and supplier assessment were
conducted by the headquarter.

Detailed findings please refer to section 2 of
the checklist for Corporate Sourcing
(headquarters)

Summary:

The interview with the management indicates they were aware all relevant laws and regulations.
At the time of this audit, there is no news and information in the public domain that the
organization is non-compliance with national and international laws. Key managers of each position
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demonstrated awareness of definitions of Ancient and Endanger forests and controversial sources.
Supplier assessment and material sourcing risk were evaluated by the HQ’s sourcing office.

5. Actions if suppliers contravene criteria

Indicators Findings

5.4 Production sites/mills have a documented | Conformance with Indicator:
program for monitoring performance of Not Applicable

suppliers which includes procedures for |Z p.p
identifying  non-conformances  to  the [[] Commitment Met

CanopyStyle policy and sanctions to suppliers |:| Commitment in Progress

in such cases where non-conformances are .
identified |:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:
Detailed findings please refer to section 1 of the

checklist for Corporate Sourcing (headquarters)

Summary:
Detailed findings please refer to section 1 of the checklist for Corporate Sourcing (headquarters)

7. Recognize, respect and uphold human rights and the rights of communities and workers affected
by the operations of their supply chain and affiliated companies.

Please refer to assessment for section 7 under Annex A for this indicator.

Summary: The mill and HQ (including purchasing department) are all located together.

Recognise, respect, and uphold human rights and the rights of communities and workers was
included in the Company’s policy. Suppliers provided its sustainability report as well as
integrated report extract that includes a commitment to source wood fibre that come from
forests where the customary, traditional or civil rights of people are upheld.

All suppliers are FSC certified which could provide a high level of confidence that ILO is upheld
via certification requirements and the responsible handling of complaints and resolution of
conflicts is in place. The Company does hold FSC certification. However, important to note that
not all materials are sourced with FSC certified claims, so overall, there is more progress to be
made for full compliance.

Appendix C: RECOMMENDATIONS FOR IMPROVEMENT

The CanopyStyle Initiative has developed these recommendations to provide direction on
how companies should address some of the main non-conformities found in this audit
report.
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These recommendations have been developed by Canopy, presented to the company for
feedback, and are provided as an appendix in this audit report for use by the company
and auditors, starting immediately after finalization of the audit report.
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