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Since the day | took office on March 26, 2019, | have visited all units within Taiwan Water Corporation
(TWCQ) to not only advocate the company policies but also have a deeper understanding of the current
operating conditions and difficulties faced by various units to seek solutions together. | realize that the
predicaments TWC faces in terms of management is getting difficult.

Looking back, there was a long drought in the first half 2018, and Tainan and Kaohsiung were the driest
cities that were faced with the crisis of water rationing. However, after the long drought, the southwest
airflow brought heavy rain at the end of August, causing torrential rain and floods everywhere. Coupled
with the strong earthquake with a magnitude of 6.0 in Hualien on February 6th, causing the collapse of
buildings downtown and cracking of roads, leading to the coming off of some pipelines and more than
900 ruptures that caused water suspension for as many as 40,000 households. Thanks to the efforts made
by all the employees for emergency response and disaster relief, the crises could be overcome one by one.

In recent years, global climate change has not only become more extreme but also faster. It brings
either too much or too little water, resulting in rapid changes in droughts and floods and increase in
frequency of natural disasters. In addition to promoting the modernization of various public works for
water supply, TWC also actively works on the improvement of the quality of water supply services while
broadening sources of income and reducing expenditure for the improvement of the financial structure
to achieve sustainable management. The major works being promoted and the implementation results
are as follows.

1. Diversified development of water resources to improve dispatch capacity of
water supply

To make up for the lack of stability of traditional water resources, it is necessary to promote alternative
water sources that are more stable, environmentally friendly, and are with development potentials. On
the one hand, TWC cooperates with Water Resources Agency's water resource development plan and
commences related downstream water supply projects. On the other hand, TWC enriches its own water
sources, such as the replacement of weirs and water intake facilities and development of regional small
water resources (re-extraction of wells and increased hyporheic water) and other alternative water sources.
TWC will strengthen the development of hyporheic water that helps with the development of surface
water resources and has lower environmental impact to enhance the dispatch capacity of water supply.

2. Increased backup and reserve of water to strengthen stable water supply

In areas vulnerable to water scarcity, such as Taoyuan, Keelung, Taichung, Tainan and Kaohsiung, the
backup and reserve capacity of water supply systems is enhanced. The expansion and improvement of
water purification equipment is enhanced to increase the reserve rate of water purification plants while
the backup pipelines are also set up to have cross-system or cross-regional water supply facilities in place
for the dispatch of water resources to support inefficiency when necessary. For example, the second
phase (Banxin water supply improvement project) is scheduled to be completed by the end of 2019. It
is expected to improve the stability of water supply in Banxin, Taoyuan and Hsinchu areas through the
establishment of additional dispatching pipes and water purification facilities.

3. Making good use of information technology to accelerate the reduction of
water leakage

In addition to the cooperation with the Forward-Looking Infrastructure Development Plan, TWC also
makes use of advanced technology to refine water pressure management techniques and the quality
of equipment as well as introduces noise detectors and multi-point correlators and other leak dictation
instruments to improve the accuracy of leak detection. In 2017, the Company established the big data
team and developed the Water Advanced Data Analysis. (WADA) System, and combined with the SCADA
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monitoring system, suspected water leakage incidents can be automatically generated as reference for
repair. The effectiveness of the trials is good, and in the future the functions of the system will be refined
and applied to the whole company.

4. Promotion of water safety plan to ensure the safety of water quality

To improve the safety of effluent and to effectively control the water quality from the watershed to the
users end to reduce the risk of abnormal water quality, TWC introduced the water safety management
structure announced by the World Health Organization (WHO) and released the Key Points for the
Implementation of Water Safety Plan (WSP) on May 27th, 2019. Key points of the plan will be implemented
step by step for water safety, including system assessment, risk identification of water purification
plants, proposal of improvement strategies, monitoring improvement and continuous management
communication.

5. To accelerate the improvement of water supply in areas not serviced by Public
Water Systems for the fulfillment of TWC's corporate social responsibility

Currently, water supply penetration rate is high. As the water supply pipelines extend to remote
areas, the users are scattered and scarce, therefore, the pipeline utilization efficiency is low. However,
the construction cost of the pipeline network is quite high, and it is not very cost effective, and yet TWC
is doing what is necessary to fulfill its responsibility as a corporate citizen. To ensure safety of drinking
water for un-watered families and improve the low penetration rate of some counties and cities, TWC
not only actively propagandizes various preferential measures for water usage supply, but also continues
to strengthen the promotion of the Third Phase of Water Supply Improvement in Areas Not Serviced by
Public Water Systems for the expansion of water pipelines, with the total funding of NTD 7.049 billion, and
the expected target number of beneficiaries from 2017 to 2021 will be 42,000 households.

6. To increase revenues and reduce expenditures for the improvement of the
operational efficiency

Before the water price is reasonably adjusted, TWC will actively increase various incremental gains and
measures to avoid excessive cost reduction of the project that would affect the quality of the construction
equipment, threaten the stability and safety of water supply. We shall implement improvement of major
cost projects on the premise of reasonable cost and shall actively explore and develop diverse methods to
increase revenues. For example, we can cooperate with the green energy policy at this stage, promote the
construction of small-scale hydroelectric power generation, establish solar power generation facilities,
cooperate with policies to promote circular economy, strengthen the reuse of sludge in the water
purification plants, reutilize the vale-added sludge in water purification plants and apply it to controlled-
low-strength-materials and so on.

Tap water is an important element to support people’s lives,
manufacturers’ production and the environmental ecology. As the tap
water supplier, TWC realizes its own responsibilities and missions. In the
future, the management philosophy of “Quality, Innovation, Credibility,
and Knowledge” will be implemented in the face of challenges, and
we will strive for innovative measures to achieve conservation of water
resources, reduce pipeline leakage, and improve the scope and quality
of water supply, creating the value of tap water with “Quantity, Quality
and Good Service” to meet the commission from the government, social
expectation and our commitments to users.

Chairman Wei Ming—Ku
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ASSURANCE STATEMENT

SGS TAIWAN LTD.’S REPORT ON SUSTAINABILITY ACTIVITIES IN THE
TAIWAN WATER CORPORATION’s SUSTAINABILITY REPORT FOR 2019

NATURE AND SCOPE OF THE ASSURANCE/VERIFICATION

SGS Taiwan Ltd. (hereinafter referred to as SGS) was commissioned by Taiwan Water Corporation (hereinafter
referred to as TWC) to conduct an independent assurance of the Sustainability Report for 2019 (hereinafter
referred to as CSR Report). The scope of the assurance, based on the SGS Sustainability Report Assurance
methodology, included the sampled text, and data in accompanying tables, contained in this report.

The information in the TWC's CSR Report of 2019 and its presentation are the responsibility of the management
of TWC. SGS has not been involved in the preparation of any of the material included in TWC's CSR Report of
2019.

Our responsibility is to express an opinion on the report content within the scope of verification with the intention
to inform all TWC's stakeholders.

The SGS protocols are based upon internationally recognized guidance, including the Principles contained within
the Global Reporting Iniliative Suslainability Reporting Standards (GRI Standards) 101: Foundation 2016 for
accuracy and reliability and the guidance on levels of assurance contained within the AA1000 series of standards
and guidance for Assurance Providers.

This report has been assured using our protocols for:

*«  AA1000 Assurance Standard (2008) Type 1 evaluation of the report content and supporting
management systems against the AA1000 Accountability Principles (2008) at a moderate leve! of
scrutiny; and
evaluation of the report against the requirements of Global Reporting Initiative Sustainability Reporting
Standards (100, 200, 300 and 400 series) claimed in the GRI content index as material and in
accordance with.

The assurance comprised a combination of pre-assurance research, interviews with relevant employees,
superintendents, CSR committee members and the senior management in Taiwan; documentation and record
review and validation with external bodies and/or stakeholders where relevant. Financial data drawn directly from
independently audited financial accounts has not been checked back to source as part of this assurance process.

STATEMENT OF INDEPENDENCE AND COMPETENCE

The SGS Group of companies is the world leader in inspection, testing and verification, operating in more than
140 countries and providing services including management systems and service certification; quality,
environmental, social and ethical auditing and training; environmental, social and sustainability report assurance.
SGS affirm our independence from TWC, being free from bias and conflicts of interest with the organisation, its
subsidiaries and stakeholders.

The assurance team was assembled based on their knowledge, experience and qualifications for this assignment,
and comprised auditors registered with 1ISO 26000, ISO 20121, 1SO 50001, SA8000, RBA, QMS, EMS, SMS,
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GPMS, CFP, WFP, GHG Verification and GHG Validation Lead Auditors and experience on the SRA Assurance
service provisions.

VERIFICATION/ ASSURANCE OPINION

On the basis of the methodology described and the verification work performed, we are satisfied that the
information and data contained within TWC's CSR Report of 2019 verified is accurate, reliable and provides a fair
and balanced representation of TWC sustainability activities in 01/01/2018 to 12/31/2018.

The assurance team is of the opinion that the Report can be used by the Reporting Organisation’s Stakeholders.
We believe that the organisation has chosen an appropriate level of assurance for this stage in their reporting. In
our opinion, the contents of the report meet the requirements of GRI Standards in accordance with Core Option
and AA1000 Assurance Standard (2008) Type 1, Moderate level assurance.

AA1000 ACCOUNTABILITY PRINCIPLES (2008) CONCLUSIONS, FINDINGS AND RECOMMENDATIONS

Inclusivity

TWC has demonstrated commitment to stakeholder inclusivity and stakeholder engagement. A variety of
engagement efforts such as survey and communication to stockholders, governmental authorities, customers,
employees, suppliers, media, communities, and other stakeholders are implemented to underpin the
organization's understanding of stakeholder concerns.

Materiality

TWC has established processes for determining issues that are material to the business. Formal review has
identified stakeholders and those issues that are material to each group and the report addresses these at an
appropriate level to reflect their importance and pricrity to these stakeholders

Responsiveness

The report includes coverage given to stakeholder engagement and channels for stakeholder feedback.

GLOBAL REPORTING INITIATIVE REPORTING STANDARDS CONCLUSIONS, FINDINGS AND
RECOMMENDATIONS

The report, TWC's CSR Report of 2019, is adequately in line with the GRI Standards in accordance with Core
Option. The material topics and their boundaries within and outside of the organization are properly defined in
accordance with GRI's Reporting Principles for Defining Report Content. Disclosures of identified material topics
and boundaries, and stakeholder engagement, GRI 102-40 to GRI 102-47, are correctly located in content index
and report. For future reporting, while goals and targets for each material topic are reported, the expected results
are suggested to be set, if applicable, with quantitative objectives.

Signed:
For and on behalf of SGS Taiwan Ltd.

472N AA1000

%’f&‘@\@ Licensed Assurance Provider
- o008

David Huang
Senior Director
Taipei, Taiwan
17 June, 2019
WWW.SGS.COM
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