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About The Report

This report mainly presents Compal strategies, goals, mea-
sures, performance concerning corporate responsibility and
sustainability issues to satisfy international standard and the
need of stakeholders.

The Report being issued once a year with the 1st edition on
2010, content presented in this report mainly covers Compal
information from 1st January 2010 to 31st December 2010 with
scope of headquarter at Taiwan and main manufacturing basis
in worldwide that will keep close watch to the changes of opera-
tions in order to build up appropriate management.

This Report follows the framework of the Global Report Initia-
tive’s G3 Guidelines, it is arranged with the issues that the stake-
holders concern and company Emphasis. There is no correction
and rewrite to compare with the last edition.

The content of this Report reveals Compal basic data and Words
from Managements, Corporate governance, Corporate social
responsibility strategy and commitments, Stakeholders (includ-
ing customers, suppliers, investors, Government, external asso-
ciations, staffs...etc) communication and collaborations, Environ-
ment conservation, Green product, Labor rights, Social welfare
which are described by varied quantity and quality materials.
The amounts of money provided in this report are mainly repre-
sented in new Taiwan dollars or US dollars.

This report uses the LOGO as the CSR core thinking -
"Enlighten Living with Green, Connecting and Computing"
surrounds the Green Earth at the beginning of every
chapter to show Compal use of environment-friend
technology ability to enlight the humen's life, to take care
of staffs, society and environment, and to perform the
earth citizenship.

Compal make efforts to follow the core thinking and record
the key processes performance indexes, pay attention

to environment and society movement, hold meetings

to review and correct related directions and actions, and
address the Report with pertinency and accuracy.

In 2010, Compal established its new production sites in
Sichuan. We expect that Compal can keep developing
its core values to achieve the sustainability of business,
environment and society.

For financial and further information, please
refer to our website, www.compal.com




1 Words from Managements

Words of Chairman
Words of President

Rock Hsu, the Chairman

With his profound experience in the business
after more than four decades of involvement,
' Mr. Hsu is the principle maker of business
all development strategies for Kinpo Group over
'the years and he has won numerous
‘acknowledgements and award as an individual
and the leader of his businesses for his
outstanding leadership capacities and
exceptional accomplishments

l 1999, personally sole reward of National Quality Award, by The
Ministry of Economic Affairs, R.O.C.

l 2005, Outstanding Alumnus of National Taiwan Normal
University

l 2006, Remarkable Acheivement Award, by The Industrial

Development Bureau, Ministry of Economic Affairs, R.O.C.

l 2008, Honorary Doctorate of National Taiwan Normal University

Ray Chen, the President

Having dedicated more than 30 years to the
industry, Mr. Chen has accumulated profound
experience in NB, display panel and mobile
phone manufacturing businesses. With

| prospective Vision for operational management,
Mr. Chen has led Compal Corporation through a
period of substantial growth, placing Compal
Corporation at the throne as the world’s largest
| notebook PC manufacturer in 2010.

l 2004, The Best CEO of Taiwan, by Institutional Investors
l 2006, Outstanding Alumnus of National Cheng Kung University

l 2010, Entrepreneur of the Year, by Small and Medium Enterprises
Administration, the Ministry of Economic Affairs, R.O.C.



Words from Chairman

Corporate social responsibility has to contain issues of management of the company,

the rights of laborers, environment conservation, and community feedbacks. Instead of
pursuing short-term benefits, winning long-term trust of society towards the Company is
necessary to further assist society in creating a better future. Therefore, it will be a power
sufficient to change the world in the future, and establish deeper values of the Company,
allowing it to prosper from actions to attain sustainability.

Regard CSR as a continuous and systematic operation guideline

To fulfill corporate social responsibility, the Company must have the capability of
commitment to practically set up challenging objectives, such as the moral behavior

of employees and the Company, or the impact that product manufacturing has on

the environment, carbon emissions, opportunities offered to employees, reliable
procurements or participation of the society. No matter the period of time, we should
continue to progress and establish a series of mile stones and present ultimate physical
performance.

Starting from details, internalize corporate social responsibility in organization
To all corporate citizens, a responsible attitude toward the society is a basic morality,

we have to show responsible corporate behavior and should support and encourage all
employee to recognize and engage in this responsibility, let all to understand that our
daily works and behaviors affect the sustainability of society, country, industry, and even
human life. This is a matter of individuals and the world, thus, firm work and solid details
in every decision making and in every action to assist the Company to realize corporate
social responsibility is very important.

Confront challenges with wisdom and create opportunities
When managing an enterprise, how can we assist all interested parties in facing

the challenges of poverty, climate change, resource exhaustion, globalization, and
localization? We must hold a responsible attitude and review from time to time whether
existing methods of technology and management can make employees and stockholders
happier, the environment cleaner or resources more energy saving. This sort of thinking
and doing will allow an enterprise to meet the expectations of clients and the society.
Therefore, we must confront this change and adopt the most appropriate response
actions to face the challenge with wisdom.

Think of the future environment, choose to be wise and continue improving
e Morality and compliance to regulations: we should assure that management is under
the presumption of regulation conformity, and insist to comply with the behavior

rules established by the Company.

e Respect the value of employees: our management plays an important role in
cultivating diversified capabilities of employees and can create a positive culture in
the organization.

¢ Interact with sustainability issues: a successful enterprise should be able to effectively
decrease its GHG emissions, trace carbon and water footprints, and care truly for the
environment.

e Practice CSR in the supply chain: we should evaluate CSR behavior and performance
of suppliers; assist them to be committed to the environment and the society as we
Kinpo-Compal Group has long followed the management philosophy based on people.

In the future, we will have to work harder in assisting the Company and becoming a
good citizen on Earth, and this mission is even more challenging than simply creating
profits. The management of the Company will treat this constructive transformation
with encouraging and supporting attitude, view corporate social responsibility to be
of important enterprise value, and from it creates the meaning and opportunities for
corporate sustainability.

Compal Corporate Social Responsibility Report 2010 3



Words from President

Well undertaking Corporate social responsibility has always been the commitment to
adhere since the founding of Compal, we follow the ethics of corporate governance,
develop high value added products through continuous innovation, provide employees
with the working environment allows them to bring their potential into full play and grow,
we uphold the concept of "quality first" to cooperate with contractors and customers to
create the most interest for our shareholders, employees and the community. In every

of our global operating sites will comply with the conduct based on Electronics Industry
Citizenship Coalition (EICC) and expand the supply chain management policy. At the same
time, "environment conservation" is uphold as the purpose in daily operation, to perform
Compal social responsibility as a corporate citizen.

To achieve the above objectives, Compal uphold the concept of "taking from the
community, giving back to the community" to devote the efforts in long-term
commitment of “Environment conservation, Employee welfare and Social care".

. In environment conservation, Compal has composited a core R & D team to work

on design and development of hazardous substances free, HSF, and Lead / Halogen-

free products since 2002. In addition to access to brand recognition and adoption by
customers, we further passed the HSPM QC80000 hazardous substances management
system certificate validation of International Electro-technical Committee, IEC due to self-
requirement to achieve the environment conservation-oriented goals of green design,
procurement, and manufacturing and services. Furthermore, we actively participate

in the environment conservation plan driven by customers, such as Green House Gas
inventory and reduction plan. We not only work with many renowned international
companies to carry out self-assessment and reduction activities, but also actively are
involved in the activities originated by public welfare organizations, such as tree planting
and paper reduction to do at least our part in global environment conservation.

As to enterprise management, we have tried our best to integrate resources to lighten
the burden on the environment through the development of energy-saving products and
implements of energy saving programs. We also provide staffs with related training and
knowledge, hoping everyone in the company with their families and society to devote
their efforts to protect the Earth.

l In employee care, Compal attaches great importance to labor relations whether

in Taiwan or any other operating sites. We have set up communication platform and
channels with staffs. We try to gain solidarity of the company by sharing the results-based
profits with employee, and promote full range of learning and development program

in conjunction with e-learning information learning system to enhance development of
individual employees and the overall strength of the organization. We stress fair, just
and open competition without gender and racial discrimination. Meanwhile, Compal
passed OHSAS18000 occupational safety and health management system certification in
2004 with the purpose of hoping to continuously improve the management framework
to provide tens of thousands of employees worldwide with a safe, hygienic and healthy
working environment. Thus, relationship between Compal and the employee has been
very smooth and reasonable.

l In social care, Shu, Chau-ing Foundation was found jointly by New Kinpo-Compal Group
in 2000 uphold the concept of caring disadvantaged groups in the community;, it fully
support public welfare activities, such as: assisting the affected families for post-disaster
reconstruction, helping those school children who are unable to pay for books and meals,
providing constructional funding for indigenous communities and so on. In recent years,
we have participated in long-term education counseling of “New Taiwan Children” with
other public welfare groups to reduce language and cultural barriers between the foreign
mothers and the society because such barriers may cause their children's learning and
social interaction and form social burden in the future. In addition, to provide staffs

in Neihu Technology Park and local residents with a clean and comfortable recreation
spot, Compal actively adopted No. 105 Green Park in Neihu Zhouzi in 1999. In 2004, the
employees even actively composited a "Compal volunteers team" for long-term and
active "children to read" promotion the development. Such concept of "everyone values
public welfare" has turned into practical action in the community in need of care.

In the future, we still have much to be done and work on. Compal will uphold the
consistent business philosophy of innovation, harmony and transcendence to sincerely
play the role of a good corporate citizen with the attitude of continuously surpassing
oneself and innovative R & D ability to achieve the corporate social responsibility and
create a harmonious society for achieving the goal of real sustainable development.
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2 About COMPAL

Business Concept

Overview

Performance and Challenges
Business Concept and Vision
Market and Sales

Global Logistics and Positioning
Honor and Recognition

Overview

Company Name: Compal Electronics Industrial Co., Ltd.
Stock code: Taiwan Stock Exchange listed stock No.2324

Main business: The original design manufacturer (ODM) of
computer communication products research and development,
design and produce.

Establishment: Founded in Taoyuan in 1984 and shifted the
manufacturing base in 1996 to Kunshan, China. Since 2009, more
operation projects in Vietnam, Brazil, Shichuan and other places
were planed and put into operation.

Location: The headquarter is located in Neihu, Taipei. Functional
operating bases such as manufacturing centers, research centers
and service centers are set in Asia, America and Europe to give
service to the local customers with global logistics capabilities.

Number of employees: 53,538 people worldwide in 2010

Clients: The world's leading IT brands such as Acer, Dell, HP,
Toshiba, etc.

Revenue: The revenue of Year 2010 is NTD 887000 million with the
annual growth of 31%.

Earnings per share: NTD5.38

Shipment: NB 48,000,000 units, TV 5,400,000 units, Monitor
1,000,000 units

We, Kinpo-Compal Group, take lInnovation, Harmony,
Transcendence] as the basis of sustainability to establish
good corporate culture and embed into operation for all
kinds of the changes in the future.

Innovation

With new thinking and ideas, to promote research and
development, technology, operations, process products, and
strategy innovation and find new ways of doing things from
old theories.

Harmony

With good coordination and unity, form the family culture of
labor division.

Values team and efficient and seek common development to
integrate enterprise resource.

Transcendence

Performance is expected to surpass the competitors, be the
highest rank to pursuit the excellence.

With the concept “there is no best, only better,” to break
through and challenge yesterday’s pattern by today's,
creating a new condition of tomorrow.



Since 1984, Compal has developed into the current scale from a computer peripheral
manufacturer to a domestic main notebook computers, monitors, LCD TV professional
manufacturer and even the world's largest notebook computer manufacturer in 2009
with a professional management team and strong R & D capabilities. Today, Compal has
established a leading position in ODM industry.

Continuously and stably develop toward the area of 5C (Cloud, Connecting, Computing,
communication and Consumer).

In 2010, Compal was elected the first of "Taiwan's top hundred technology industry" by
Taiwan digital magazine. As the one that provide advanced smart thinking and solutions
for precision manufacturing to customers, Compal has been received high degree of
recognition from our world-class customers. By the professional management team, high-
quality R & D talents, the excellent supply chain management and logistics capabilities, in
either of our NB products, display products, digital media products, mobility computing
devices or automotive electronic products, the Company not only fully meets customers’
demands with value added product quality and quantity, prompt delivery, development
and mass production, but will continue to rapid response to top technology and

applied research in the future to allow the integration of technology, globalization and
international standard.

To Set Up CSRO and GSO

In recent years, with the increasing global crisis of "global warming" and "energy
depletion", international issues of corporate social responsibility have also formed a
trend of public attention, so in addition to efforts made in the business side of economic
benefits, how to fulfill responsibilities of environment conservation, occupational safety
and health, human rights and corporate governance and to face poverty, climate change,
resource depletion, globalization, localization challenges with people have long been
unavoidable responsibility for Compal management.

Thus, in 2010, we set up a "Corporate Social Responsibility Office" and "Green
Sustainability Office" that respectively belongs to "Corporate Social Responsibility
Committee" and "Green Sustainability Committee" formed by cross-functional
departments. They are responsible for the promotion planning and execution related to
corporate social responsibility and the environment conservation for a more
sophisticated management of sustainable development that has been operated

for many years in accordance of globalization. It’s not only the voluntary humane care, but
also the positive response of Compal business thinking. More details please refer to the
section of "Corporate Social Responsibility".

Performance and Challenges

To the end of December 2010, the number of Compal employees worldwide is over
53,538. With this huge population, in response to rapid changes in technology, we need
to focus on a more effective labors and organizational functions. The solution adopted
must also possess a high degree of flexibility, multiple processes and function design to
quickly support organizational structure and take the smooth and efficient operation on
various profit bases. The Managements who are responsible for leading this outstanding
high-end business are also expertise specialized in different areas with many years of
industry experience to combine individual experience with company vision for meeting
the maximum operating purposes of customer needs, specializing in prospective design,
rapidly rigorous product manufacturing, the procurement with flexible price, quality
and delivery in timely full flexibility after-sale customer service. Senior professionals

are chosen to be responsible for the implementation and management in the above-
mentioned full range service chain.

Remarkable another record of high sales and profit
The full-year 2010 consolidated revenue of Compal is 887 billion, representing the growth
of 31%, gross profit of 2.7% and 5.38 of earning per share. The cash dividend yield is about
8% which is a new high profit performance since 1999.
Operating Revenue, Net Profit (NTD one hundred million), EPS(NTD Dollar) for 5 years :
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Although business operation of PC industry does encounter cruel challenges outside,
such as pressure of customer price cut, the positive impact of the high added value

IT resolution services trend from hardware that made demand visibility difficult to
control. Together with significant 10-20% wage increase in mainland that have the ODM
competition pressures tend to even grimmer, but facts showed the excellent teamwork
effectiveness led by colleagues’ cooperation which is able to continue the growth and
progress. Looking to the future operation, we will continue to reduce the variety of
features from the industry, prices, and seasonal effects by the improved organizational
efficiency, as well as flexible and rigorous action to adhere to the same corporate social
responsibility, in response to the rapid changing business competition.

Business Concept and Vision

The business that we recognize is not just the enterprise itself, but also about society and
mankind. By mastering the advanced technology, global integration layout, combination
with R & D innovative software and hardware to realize human-base digital life is the
uphold research and development goal of Compal. So whether is in the creation of niche,
feedback to performance and all business interested parties, or acceleration of the
development process, Compal will always uphold the concept of "Eagle Spirit" that knows
how to peel the old claws and nurture sharp new claws for overcoming all obstacles

and pursuit of "Enlighten Living with Green, Connecting and Computing" which are clear
elaborated instructions on the concept of sustainable development. In this vision, Compal
will take 5C as the market subject to cut in from Electron correlation energy-saving
technologies to master the relevant operations of green technology in cloud, connecting,
computing, communications and consumers to improve human life as a industry pioneer
caring for the earth and focusing on quality, cost efficiency and technology.

Market and Sales

Compal is a ODM expert of mobile computing device with the business scope covering R &
D, manufacturing and sales of Notebooks, AlO PCs, Tablet PC, eReaders, LCD TV, Internet
Media Player, LCD monitors, LCD TV, LED TV, 3D TV, IP-TV and Projector.

Main product proportion in Year 2010 :  Market distribution of products in Year2010:

Laptops 89.8% America 35.7%
Non-laptops 10.2% Europe 32.5%
Total 100.0% Asia o
(Taiwan included) A
Others 2.9%
Total 100.0%
Notebook

The total sale quantity of global notebook (including netbook) in 2010 reached 201.2
millions, Compal market share is 24% to occupy an important position in notebook
computers and netbooks ODM industry, not only maintains the shipments as a global
leader, but also ranks the first in the world of netbook shipments to launch the latest
product with the most immediate R & D efficiency of the customers’ expectation.

However, in response to the severe challenge from market competition to cause average
price keep decreasing, we need clearer market seCEOentation and more accurate market
positioning to react, furthermore, the trend gradually moving towards consumer market,
the competition has turned into the rapid response and more user-friendly design, Compal
will accelerate vertical integration and continue cultivating technical skills, that allow the
company to plan more value-added concept products of the new generation in advance to
not only obtain more market opportunities for customers but also create new momentum
for the company revenue and continue to lead the industry.

Others

Compal adopted the R & D design and manufacturing capabilities cumulated in notebook
industry to well branch out into design and manufacturing of other 5C products with the
innovative new products combined with world-renowned leaders in markets to lead the

new products development directions.

® AlO PCs, Tablet PCs and eReaders : We already have completed the development
research of mainstream market and volume production up to the market.

Compal Corporate Social Responsibility Report 2010 ;



e Home Cloud Client Infortainment Player : We already has completed the initial R&D

e Automobile Electronics : The modulaized system design has been completed.

e LCD TVs : Being successfully to develop high quality 240Hz Ultra-Slim ED products and
volumn production with 3D, IP-TV and Energy Saving technology.

e LCD Monitor : Being successfully to develop entire series of 16:9 Full-HD size Ultra-Slim
LED Monitors, under forwarding toward larger size and higher vale-added products.

e Projector : Successfully develop front projectors with high-resolution and high brigtness
LCD, under expanding the R&D

Consuming : 10 years

<«
m @ 8§

Meanwhile, we are now actively deepening the R & D capabilities of Tablet PC to launch
large-scale recruitment of software professionals, and always has penetrative observation
toward market changes and product trends, in addition to continued investment in flat
panel computer hardware manufacturer. We look forward to the market size expansion
by integration of TV, smart phone and PC product advantages to strengthen appearance
design and large-scale establishment of human-machine interface design team to
significantly increase product user-friendliness and the added value.

Notebook: 21 years Wireless: 12 years

Global Logistics and Services

Compal corporate headquarters is located at Neihu, Taipei which is a business,

procurement, financial accounting and administration center, as well as the Compal R &

D center. To meet customer demand and achieve the goal of global logistics operations,

Compal set subsidiaries in every continent, including North America (United States), South
America (Brazil), Europe (Poland), Asia Pacific (China) with 6 R & D offices, 5 costumer

service centers and 8 manufacturing centers (including 2 in Taiwan, 2 in China, 1 in Brazil,
1in Vietnam, and the start-ups in Chongging and Chengdu). Mainly following the R & D
center in Taiwan, the complete sales and service system is developed across the three
continents of Europe, America and Asia, and adjust production and shipping base to meet
customers’ demands in order to provide a full range of immediate and perfect service to
customers.

Global Collaborative Management System

Based on speedy development of high technology, globalized logistics management

and other features, the Company and its overseas bases, as well as the customers

and contractors had completed the planning and deployment of EDI (Electronic Data
Interchange) to simplify and speed up processes through the back-end database
Integration for achieving the complete record finally. The Internet and e-commerce allow
Compal global Logistics and Information Centre to take full advantage of global market
trend to not only integrate best regional practices to global presence, but also simplify
the customer service operating system around the world. It unified the system and had
the implementation done by a single window to allow small amount of a variety of rapid
manufacturing with the original production and marketing system. At present, it currently
takes only 48 hours from order receipt to shipping, provides the most comprehensive
and immediate services to respond customer needs with the most comprehensive BTO /
CTO supply services. Such a collaborative system, strengthen the service and contact with
customers and construct the new incentives of long-term cooperation and sustainable
development between the two sides at the same time.

Lean Manufacturing

In production, Compal fully applied automatic production operation in every
manufacturing site to achieve the goal of high productivity and high-quality. We
established global experience knowledge management system to launch stringent
accuracy requirements for component shape, size and surface properties. And to
continue to make progress on its manufacturing capability. Moreover, aiming at improve
the yield rate, we introduce precise management of manufacture with a strong quality
management and assurance systems, real-time delivery of the supply chain, precision
instruments, professional manufacturing management personnel, making Compal

Compal Corporate Social Responsibility Report 2010 8



Diversified Competitiveness

Compal passed the obstacle of the financial crisis and economic downturn, continued to
create opportunities and has already moved towards a broader pattern. As the business
has moved toward high-end notebooks, the management team has launched multi-
industry layout with forward-looking vision to structure a complete supply chain, with
Compal as the center, across the fields of communications, digital media, mobile devices,
automotive electronics and vertical integration of mechanical components(case, bearings,
connectors, printed circuit boards, etc.) LCD, and internet communications.
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Honor and Recognition

e Won the first place of "The top hundred technology in Taiwan" by Taiwan Digital
Magazine in 2010

e The operation size of Year 2010 has reached the top three of the listed companies in
Taiwan

e Ranked the fourth largest of the top 1000 manufacturing industries by CommonWealth
Magazine in 2010

e Ranked the twenty-seventh of Top 50 Corporate Citizenship by CommonWealth
Magazine in 2010

e Ranked the 431 of Fortune Global Top 500 in 2010
e Ranked world's 957 largest company by Forbes in 2010
e Awarded "Supplier's Excellence Award" by NEC, the customer, in 2010

e Ranked the 22nd in "The Cross-strait Top 1000 Survey" of CommonWealth Magazine
in 2010

e Obtained the world's first double standard certification of ISO 14067/CD and PAS 2050
B2B Netbook carbon footprint

e Passed 1SO14064 certification greenhouse gas inventory of a complete inventory of
greenhouse gas emissions in factories both in Taiwan and the mainland China

e All the company products won the U.S. Energy Star that certified energy efficiency
® 35 US EPEAT Gold / Silver & 50 Taiwan Green Mark & China CECP

e 10 halogen-free environment-friendly laptop

e The R & D software center was awarded CMMI Maturity Level lll Certification

e President Ray Chen was awarded The Entrepreneur Award of Ernst & Young
Entrepreneur of the Year

Compal Corporate Social Responsibility Report 2010 9



Corporate Governance

Governance Structure

Board of Directors and
Supervisors

Internal Audit System
Internal Control System

Sustainability Management
Ethics Management

To practice corporate governance, Compal has built an
effective corporate governance framework to strengthen
the functions of the board continuously perform functions and
perform functions implement the responsibility of corporate
supervisors through a rigorous mechanism for guiding and
company managing to protect the legitimate interests of the
shareholders while valuing the interests of stakeholders. If the
corporate governance is poor, it is easy to cause defects and
damage the interests of shareholders and investors’ confidence,
leading to greater losses of social costs. Since the founding
of Compal in 1981 it has insisted that the managers and staff
should uphold the spirit of honesty, implement the corporate
governance, be truly responsible to all stakeholders and society,
and undertake corporate social responsibility.

Law Compliance

All corporate governance issues, such as company ownership
structure and shareholder rights, composition and operation of
the board, the situation of establishing communication channel
with the interested parties, information disclosure, and the
establishment of functional committee should be based on "
Corporate Governance Best-Practice Principles for TWSE/GTSM
Listed Companies " and related operational circumstances
should be disclosed in the company annual report.

Information transparency

A sound corporate governance is built based on a mechanism
with information disclosure transparency and accountability.

Compal exposes the business information and the highest
governance structure and its operation status fully in the
company's annual report and corporate websites with

an honest attitude and according to the principles of fair,
just, openness, transparency, and systematic ; We fully
comply with the law for listed company of Taiwan such

as Regulations Governing Information to be Published

in Annual Reports of Public Companies], [Taiwan Stock
Exchange Corporation Procedures for Verification and
Disclosure of Material Information of Companies with Listed
Securities] ; The Company has personnel responsible for
collecting, checking and updating the publicly disclosed
information on the public observation station (http://mops.
twse.com.tw/mops/web/index, stock code: 2324) and for
updating and maintaining the company website contents
to allow the public to inquire on financial, business, and
corporate seminars and other related information; In order
to pursuit sound corporate governance within the company,
Compal perennially devotes to the system of information
transparency and accountability to effectively monitor
organizational activities, improve the organizational
operation.




Corporate Governance

Governance Structure

The Leadership and Command System:

The efficiency of enterprises depends on the duty undertaking and mutual cooperation of
members to achieve excellent management. The governance and operations of the company
require cooperating communication and balanced division; the following are descriptions of
the functional units.

| | | | | | l |

s Insider

Legal Investment || Decision- || porcoo || [Management|| cgRr (eeen Tradin
Affairs  ||Management|| Makin ) Control Sustainabili 9
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Functional Division for Well Governance

e Shareholders Meeting : The highest decision making authority of the company which is
in charge of issues of modification of articles of Incorporation elections and dismissals of
directors and supervisors etc. It is a vital part of corporate governance that is also the most
important implementation mechanism of shareholder democracy.

e Supervisors : The highest supervisory authority of the company that is in charge of
supervising business implementation and carrying out financial audit. The implementation
of supervisory duties relates to good corporate governance and assurance of shareholders’
rights.

e Board of Directors: The chairman is the one in charges of board business and responsible
for major company operation and management. When the corporate performance does not
meet the board's expectations, the directors shall urge the company management to review
and change business strategy.

e General Manager's Office : In charge of company business objectives, strategies and
implementation of management issues.

e Personnel Council : In charge of matters of incentives, penalties, compensation, and
changing and planning organizational issues to protect the interests of employees and
corporate governance.

e Decision Making Assembly : In charge of intergrating resources, major business
management, and risk management to enhance efficiency and effectiveness.

e Investment Planning and Management Office : In charge of issues related to company
reinvestment management.

e Legal Affairs Office : In charge of litigation, contracting and legal related matters

e Managing Control Office : In charge of establishing internal control system , organizing
budgets and analyzing management.

e Internal Audit Office : In charge of audit plan and its audit field work, to follow up and
report the audit findings.

e Office of Corporate Social Responsibility, Office of Green Sustainability : In charge of issues
related to fulfillment of corporate social responsibility and environmental responsibility.

e Office to Prevent Insider Trading : Assist the company in preventing inside trading of all
units according to the requirements of law

e The Administration Office of Personnel Management : In charge of company personnel
administration and affairs.

e R & D Center, Sales Center, Global Operation Center, QA Center, Procurement Center :
Seperately in charge of products and technology R & D; Company market analysis, product
promotion and customer service; Global manufacturing and relevant business of operation
bases management; Company product quality anf quality system control; Raw material
procurement for the company.

e Accounting and Finance : In charge of presenting company operational performance,
the quality of financial statements, the global accounting and tax management, and stock
management issues, capital management, banking transactions, and foreign exchanges
managemrnt.
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Board of Directors and Supervisors

We believe that sound and effective performance of supervisor and board is the
foundation of corporate governance. According to corporate constitution, there are 3
supervisors in the company and one of them is a resident supervisor. Board of directors
is consisted of 12 directors with outstanding professional background and experience in
high tech, business, management, academic and other fields. In order to strengthen the
capacity of the board to provide advice to the Managements and to supervise company
performance, board members consist of 2 managing directors who are familiar with
operations of Compal to ensure the substantive and effective operation of the Board.

To ensure shareholders’ rights, the chairman is not in the management position of the
Company. Compal had taken out liability insurance policies for all directors and supervisors
and had arranged annual training for the supervisors and board members to enhance
their functions according to the requirements listed in “Directions for Improvement of
Advanced Studies for Directors and Supervisors of TWSE/GTSM Listed Companies.” For
the situations of concurrent post, non-competition and conflict prevention of benefit of
the Board member or supervisor, we have the names of directors, content of proposals,
reasons for prevention, and voting participation truthfully and completely recorded

and published on Market Observation Post System for public inquiry. According to the
articles of Incorporation, the ceiling of the compensation of director and supervisor shall
not exceed 2% of distributable earnings. This information has also been published to the
public truthfully. Also, the important management of company steady operation, such
as "loans to others, acquisition and disposal of assets, derivatives transactions, internal
control system, and etc." are handled by the responsible unit with regular and irregular
meetings, then announced after approved by the Board of Directors and supervisors for
implementations of appropriate and legal updates.

Although the related execution and supervision have been as independent, detached and

effective as possible, we are going to develop action programs actively according to the

relevant regulations toward other important issues of the Independent directors

establishment and Remuneration Committee operation to continuously internalize in

organization. Its significance lies not only in the optimization of corporate governance
practices, but also the commitment to pursuit corporate governance.

Internal Audit System

The function of internal audit is to assist the board of directors and key managers to
operate the following :

e Regularly inspect the effectiveness and efficiency of internal contrl system
imlementation.

e Confirm the compliance with specification of relevant laws and operating procedures.
® Provide suggestions based on inspection results for improvement and track
improvement condition.

The Auditing Department of the company is under the Board of Directors to direct the
implementation of the audit operation by the managing director. The department has
configured a number of suitable and appropriate auditing members to draft audit plans
and frequency based on legal requirements, internal events, external environment,

risk assessment results each year to be sent to the Board of Directors for approval and
presented to the competent authority before the end of the year to perform audits.

The auditors of the company are continuously involved in various workshops and training
courses provided by professional organizations to meet the minimum training hours
required by laws and regulations to enhance

their professional skills. Schematic diagram of audit:

At the same time, the internal control system
self-inspection report of the company and its A
subsidiaries reviewed annually, the Audit plan
deficiencies and extraordinary matters
found in the internal control system and the
improvement thereof are the main basis Tracking
used by the Board and general manager to report
assess the effectiveness of the entire
internal controls and issue the internal
controls statement to public.

(Real-time | :
report Suitable

| &yitean Auditor
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Internal Control System

Establishing, implementing and maintaining internal control system are the responsibilities
of the board of directors and managers. Compal has established internal control system
based on "Regulations Governing Establishment of Internal Control Systems by Public
Companies" (hereinafter the “Regulation”) and the relevant laws and regulations to
reasonably ensure the goal achievement effectiveness and efficiency of operations
(including profits, performance, asset safety protection and etc.), the reliability of financial
reporting, and other relevant laws and regulations compliance.

The internal control system was designed in accordance with the “Regulation”, based on
management control process, is divided into five elements as: 1) environment control, 2)
risk assessment and response, 3) activity control, 4) information and communication, and
5) supervision. Each element contains a number of items listed below. Such a systematic
and dense design not only standardized criteria for global operations, but also provided
reasonable protection for the fulfillment of corporate social responsibility.

The internal control system outline of Compal

receivables, purchases and payments,
R & D, production, payroll, finance,
fixed assets, investments, information
systems and non-trading.

Employee Ability to Perform Duties

The Board and Supervisor

Management Philosophy and
Operation Model

Company Organizational Structure
Duty and Responsibility Division IT System and Communication
HR Policy and Execution

Overall Company Goal Establishment

Continuous Operation Supervision Operations Goal Establishment
Individual Evaluation

Report of Controls Deficiency

Risk analysis
Risk response

A System to meet the requirement of rigor and
flexibility

Compal operations bases around the world also have
set up proper internal control system based on the
structure of the above mentioned table along with
the local laws and operations and check the validity
of the design and implementation according to the
system annually. Based on previous inspection results,
"Statement of Internal Control" should also be issued
annually by law and published to the public on Market
and Observation Post System and the official website
of the company after the approval of the Board.

Internal
Control
System

Managing
Regulation

Schematic diagram of
Compal Internal Controls
ISO System
For the regulations not addressed in the above-mentioned internal control system, Compal
has synchronously established two-track ISO management system and have the important
issues such as quality and environment have passed the relevant ISO certification to
establish a complete system of management practices and auditing system according to the
requirements.

Managing Regulations

For the control items of high operational risk, a more detailed set of individual programs is
established to strenhthern the management. For example, the relevant risk management
policoes and standards have been set for suppliers, customers and credit of the affiliates,
capital loans, endorsement guaranrees, and asset acquisition to reduce the risk of the
operation and to establish a dedicated unit to response for risk measurement and the
company; Another example is the prevention of insider trading and avoiding improper leak
of major internal information processing and disclosure mechanisms of relevant information
to ensure the consistency and accuracy of externally released information. We set the
internal control system "CO10 Insider Trading Prevention Management" as a compulsory
subject of directors of every department after the approval of the company Board through
the internal education and training website, eLearnings to issue questionnaires to heads of
the self-test unit and really implement the management of the internal control.
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Sustainability Management

Compal continues to devote efforts in corporate social responsibility fulfillment, so the
performance can feed back to business, society, environmental and even sustainability of
human life. We uphold the corporate governance measures position of corporate value
creation, protection of shareholders’ rights, and adherence to business ethics as well as
strengthen the basic operation of the corporation with tools of risk management and six
standard deviations in addition to the mentioned enterprise governance measures to allow
enterprises to respond to industrial competitions, continue to maintain profitability and
reach the financial performance of total consolidated revenue of 851.9 billion in 2010 and
annual growth of 34%.

Meanwhile, for the implementation of sustainable development management and real-
time response and handling toward social trends, Compal formally established "Corporate
Social Responsibility Office" in June 2010 to especially take care of co-ordination planning
and management case by case.

B Risk Management

The company's risk management system aims to discover the risk factors that are might
possibly cause adverse effects to the operation in advance through appropriate assessment
and treatment procedures in order to transform the risks and prevent the occurrence of
loss. The timely detection and warning of environment changes both inside and outside
allow colleagues around the world to be able to execute timely implementation of risk
management in positions of business. Risk management is very critical in maintaining a
sustainable business. Compal, as an international business, the types of risks faced are
varied and diverse, such as regulatory compliance, business competition, localization,
globalization and etc. How to transform the aforementioned challenges to the future
opportunities is the responsibility of everyone in Company.

The company risk control mechanism is divided into three dimensions:

e The organizers or hosts are regarded as "the first mechanism" to be responsible for
the very first risk awareness, evaluation and control, and in charge for the design and
prevention.

e The second defense line is composed of

the directors, vice president of the division,
center director, executive vice president,
general manager, the decision-making director
members of management (or above).

They need to be responsible for not only the
feasibility assessment of the operations but
also various operational risk identification,
treatment and prevention.

Schematic diagram of
Risk Management Mechanism:

The direfct unit
o
risk management

(The first megchanism) i
/ mechanism)

e The third defense line is the examination

of the legal and audit unit as well as the

deliberation of the directors and supervisors. There is no risk manager set in the company
because of the purpose to subsume risk management into overall implementation of

a comprehensive risk management which is done in peacetime prevention rather than
centralized control by one person. It is the best method to implement risk control.

Systematic Management for Key Risks

For the important risk factors of the company are compiled as a control table in which
needs no assessment by the second and third mechanism, but Legal support joint handling
will be done by appointed Department jointly such as Audit or Legal when necessary to
exercise risk identification, assessment, treatment and prevention. Ordinarily, once the
operation unit of all level identifies the immediately possible risks, it should be immediately
reported to the higher rank for proper precautions. For significantly important matters such
as investment or purchase bidding, they should be done by joint hearing or levy and regular
and irregular checking of the implementation.

Compal Risk Management Process

Matters of important risk factors are thoroughly discussed and fully updated in the monthly
management meetings. In order to advance the implementation of risk identification,
peacetime risk assessment and prevention and subsequent risk management, it is

divided into "The overall level" and "operation level", and includes the five elements (the
environment control, risk assessment, control operations, information, communication,
and monitoring) into each cycle of a transaction of "operations level" in the internal control
system.
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In recent years, the company also has strengthened enterprise risk management,
including the identification, assessment, reporting, treatment and prevention according
to the latest guidelines of internal control systems, corporate governance, internal audit
theory and technology development and the related code requirements to discreetly
and strictly establish relevant management policy, risk evaluation criteria and dealing
procedures for all staff to perform. In each business unit, there is always full-time staff that
is responsible for risk management operations to the various risk of the Company. At the
same time, with the use of management techniques and internal control systems, it has
already been taking shape of Compal culture of rigorous and rapid response to problems
solving by various types of risk responsible units, regular and irregular work reporting
system, combined with the performance appraisal and training system to deal with all kinds
of risks that we face in various parts of the world.

Compal Risk Management Process Diagram:

Risk Risk
Recognition *Assessmen»

Risk
Dealing

Risk
Supervision

Risk Reporting System: Real-time, regular, irregular

To specify the implementation, the Company drafts the annual budget and work plan for
departments based on the annual risk assessment results as the promote reference of
decision-making, and plan next year. Meanwhile, the audit department also conducted

a risk oriented audit, and lists the implementation condition in the board agenda. The
major Economic and industrial trends are annually reviewed and assessed for business risk
assessment and related risk issues are reflected in financial statements.

All the impact should be summited to CPA to ensure the adequacy and reasonableness
of the Company financial statements. At the same time, a specialist would be assigned to
strengthen control. Therefore, Compal risk management organization
and operation is strict. It is the most critical key in Compal sustainable enterprise
management system.

I six SiCEOa

Six SiCEOa system has great significance in fulfilling Compal corporate social responsibility.
Since the import of "Six SICEOa," a measuring statistical unit with standard errors in the
process, in 2002, it is used to be compared with the acceptable error range provided by
customers. If there is a normal measurement toward distribution process or product, the
yield is about 99.73%, that is within + / -3 standard deviations. Six SICEOa means that the
product quality customers can accept is about 6 average standard deviation. If the product
can achieve the performance standard of this level, customers can only find 3.4 defects

in one million products. The ultimate goal of Six SiCEOa is not only to save cost but also
allow new products to be rapidly developed constantly to meet the higher expectations of
customers and enterprises.

The below diagram to show its process and concept :

D M A I C

Define Measure Analyze Improve Control
Wide and Flexible Application

Six SiCEQa is used in Compal business strategy, product development, quality management,
process improvement, supply chain management, risk management, etc. to construct the
chain integrated management system and re-create enterprise value and competitiveness
through regular inspection, review and revise. Afterward, environment conservation and
corporate social responsibility will be moving in this direction to create a more systematic
and scientific management mode of thinking in order to ensure the sophistication and
implementation of sustainable development management and further achieving the
corporate, environmental, personal, social multi-vision sustainable development.

Advocacy and Education to Embed into Organization

Therefore, we opened up a 60 area in staff's internal web site, where the relevant activities,
experience sharing, knowledge sharing, training information, regulatory options, and

even the monthly report of Six SiCEOa implementation group are published to allow

all colleagues around the world to enjoy learning and sharing in this area of Six SiCEOa
knowledge hall fulfilled by Compal which is also a very important mechanism for optimizing
the organization and sustainable development.
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Continuously Achieve Improvement in All Aspects through 6 o DMAIC

Thus, we actively train employees, and 14,774 people have passed the Yellow Belt

Training and 1,516 people have passed Green Belt Training. 189 people have obtained

GB certification and 19 people have obtained BB certification. We also provide training
courses to our suppliers and set up Green Belt training in 2010 to help suppliers improve
the project implementation. With a total of 46 projects lauched internally in 2010. Since
the implementation of sustainability, the accumulated amount of savings is up to NTD256,
150,000. Meanwhile, "KPI review meetings" has held every second Tuesday at 2:00 PM
since 2010 to track KPl implementation due to 60 implementation. The outstanding results
feed back to all of our stakeholders and society.

Ethics Management

To practice corporate governance, we believe in the need of being an organization honestly
operated. Each practitioner’s behavior will affect the entire organization they serve and

its reputation. To enhance the conduct quality, practitioners’ moral and their professional
competence of all company employees, Compal moral management can be called proactive
and comprehensive.

Establish a Written Principle and Procedures

To provide employees working and acting guidelines and allow relevant interested parties
to understand the ethical standards and behavior norms the employees perform during
the work in the Company. We have established "Code of Employee Practice Ethic" with the
proclaimed policy and its relevant procedures applicable to all employees of the company,
including executives and other managers of the operations team. We even concretely
specify "Employee Probity Code." for the various units.

Active Advocacy

We set up an "Ethic Officer" zone in staff internal web page to allow all of the employees
around the world to read the conduct code Compal established toward ethical issues. At
the same time in 2010, we sent specific regulations by information systems regularly to
employees and also publicly stated our position against ethical issues with expectations of
"honesty, integrity, responsibility, self-discipline" toward them.

Report Box Open

For ethical issues, Compal take an open democratic and caring attitude to allow employees
to communicate with the company through the direct channel. In 2010, we were able to
transform reported cases into internal improvements and continue to fulfill corporate
responsibility.

Diagram of Ethic Office Website :
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Ethic Officer Website
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Corporate Social

Responsibility

Vision and Commitment
CSR Policy
Organization Framework

Communication with Stakeholders

To fulfill the Corporate Social Responsibility (hereafter as "CSR")
is the most meaningful commitment within Compal corporate
philosophies of persuiting business sustainability.

While Compal is engaging in the business, we always re-examine
every aspect of the business to meet the international trends and
standards of CSR. The challenges are still ongoing, we still devote
efforts to protect the environment, contribute to the community
and take care of workers to subsume corporate governance into
management and operation of the global system.

The climate warming, resource shortage, community structure
changing, all the human beings are facing a various of complex
and quick to happen problems caused by urbanization and
globalization, doubtless, we will and have to continue the
improvement in every management system of the company to
provide guidance for more than 50,000 employees worldwide to
rethink of and value hightly the issue of sustainability.

This is not only a citizenship of corporate but our practice to

fulfill CSR, to enhance the degree of financial and non-financial
contribution to all stakeholders, so as to promote the progress and
happiness of our society and environment, in the end to creat the
advantages of enterprise compititiveness under a CSR base.

Our Commitment

@® To develope green technology for the harmony and
mutualism of Environment and Humanities

@ To fulfill social responsibility toward all stakeholders and
have great centripetal force for the trust and confidence
between.

@ To create competitive advantages for our employees and
the company with the unremitting efforts for long-term
Altogether benefits.

@ To always review the integrity and directions of CSR
policies in the upmost practical of view to response
the social expectations.

@ To treat CSR as a long-term and systematic business
and except that we could achieve high
standards in every aspect simultaneously.

@ To response appropriately in various kind of challenges
of company governance, society and environment,
and create workable solution and opportunities for
Compal.



Vision and Commitment of CSR

All business activities Compal are engaged in must be beneficial to the sustainable
development of the entire value chain. We collect organizational resources to upgrade the
core competitiveness with a responsible attitude for the good lasting harmony and common
prosperity with stakeholders inside and outside. We also have to take up properly various
challenges with respect to environmental and social issues as well as corporate governance
to create Compal innovative ways of implementation and business opportunities by all
employees’ efforts , create win-win situation for our customers, suppliers, shareholders,
employees and even the general public, enhance resourceuse efficiency for the human
environment, maintain "zero growth" of the environmental impact factors, stop pollution
and meaningless waste, and ultimately provide our employees with happiness, satisfy our
customers’ needs and gain trust of the community.

We believe that environment conservation is the cornerstone of enterprise sustainable
development. As the ODM leader, we are committed to the development of green
technology to make an outstanding contribution to the company management and

the sustainable development of human society. We also committed to fulfilling social
responsibility toward all stakeholders to gain the trust. We are committed to create a
variety of competitive edge of our employees and the company, focus on long-term co-
benefits, fulfill our corporate social responsibility and make ourselves become the best
partner of the world's leading brands as well as a practice model of enterprises sustainable
development.

CSR Policy

CSR corporate social responsibility is not just a relief or charity, but the overall blue ocean
strategy of corporate sustainable development. We are facing the implementation of fitting
CSR into the core competitiveness to reduce the risk of operation, establishing the vision of
inter-departmental and inter-supply chain management at first moment when encountering
climate changes and the challenges from interested parties.for critical strain and decision-
making that

leading the company to cross the threshold or even shorten the change throes to

So in 2010 we drafted the following four policies as the principles of corporate social
responsibility which Compal will implement in 2011:

@ To implement corporate governance promotion, comply with laws and regulations and

business ethics

® To develop a sustainable environment and implement in the daily environment
conservation in product design and enterprise operation
@ To protect labor rights and social welfare and establish good relations between labor and

community

@ To strengthen the disclosure of corporate social responsibility information, and promote

the ideas and practices to our suppliers

Organization Framework

BOD
CEO

C5R Steering Committee

CS5RO —|
s Lo
i i I |
Envirenment Company Socia Labor
Conservation | Governance Care Rights

CSR Execution Team

CSR Organization Diagram

To implement and cultivate Compal
long-term cause of corporate social
responsibility, continue the good
communication with stakeholders

and take positive action in response
for accumulation of business "trust
assets ", we not only build sound
corporate governance and internal
control mechanisms based on the core
values and corporate culture to reduce
operational risk, but also establish a
CSR Steering Committee, CSR Office and
CSR Executive Seeders in 2010 to help
the company identify the benefits and
disadvantages, risks, challenges and
opportunities from business activities
with corporate social responsibility.

Compal Corporate Social Responsibility Report 2010 1 8



@ CSR Steering Committee: The executive VP of the R & D department and the senoir VP
of the quality department are also served as the chairman and vice chairman. They define
the corporate CSR vision and goals, integrate or allocate the resources, push through

the improvement of the proposal and action plans and monitor and audit the overall
effectiveness of CSR promotion. The committee is consist of the high ranking managers(VP
and above). They make proposals toward industrial competitiveness, enterprise value
chain, technology, quality, environmental impact and protection, human rights, global
logistics, ethics and culture and society issues to reach consensus among the company
high-level management and gradually affect the entire organization.

@ CSR Office: It is responsible for planning and promotion of various activities of CSR-
related, reviewing policy, releasing the relevant information both inside and outside the
company and outputting annual report. It has a director and an executive secretary who
regularly report to CSR Steering Committee.

@ CSR Executive Seeders: They are responsible for executing the various projects and
activities established by CSR Steering Committee and providing relevant information for the
CSR Office to compile the results and performance. They are in charge of executing quality
control and reporting risk and opportunities to the Company as well as supervising

At the same time, we listed “environment conservation, corporate governance, labor rights
and social care” as our main program focus. A task team was formed by the functional
directors and various promotion committees to balance the development of various
performance of Compal in the CSR operation. We do not seek for a temporary special
remarkable contribution on certain issue, but we consider corporate social responsibility
as a long-term and systematic business through such an organization planning to achieve
high standards in every aspect simultaneously. We believe that this is the only way to fulfill
Compal responsibility towards the employees, society and human beings and achieve its
ideal of sustainability.

Communication with Stakeholders

Compal always makes massive effort to come up to the expectations of other business
organizations, customers, shareholders or suppliers as well as the internal employees
and their families and humbly accepts criticism and suggestions. We know that groups
or individuals affecting the organizational goals or affected by the organization in an
organization are worthy of concern and attention. If businesses sustainable development
is expected, we must develop a business strategy that meets the demands of a variety of
different stakeholders. Therefore, the establishment of smooth communication channels
is in term necessary to Compal. The stakeholders may communicate or propose the
relevant suggestions to the Company for safeguarding their interests. Although different
stakeholders may be concerned about the same or different issues, it is the corporate
duty and responsibility to give the best response. The Company upholds the respectful,
open and welcoming attitude to positively respond to advices and request brought by
the stakeholders. Issues of all various aspects are taken care by the assigned staff in the
Company, because we recognize that we can do more than "conduct ourselves virtuously"
through this long-term win-win communication mechanism in order to perform the civic
responsibility of this global village.

The concept of CSR includes a variety of business ethics, such as business morals, corporate
social responsibility as well as corporate accountability and sustainable development, etc.
Through the communication with stakeholders, Compal is able to achieve commercial
success by reasonable business ethics, respect for people, community, society and the
natural environment. Although the demands made by stakeholders may be diverse and
some of them even come with certain degree of difficulty, Compal upholds the positive
response to look for the positive interaction and fulfillment of responsible as a corporate
citizen without evading. In addition to the specific chapters of employee relations and
community involvement and feedback, the communication situation between stakeholders
of different aspects and the Company is described as below.

Compal Corporate Social Responsibility Report 2010 1 9



The communication mechanism Compal has with Stakeholders

Discussion Content
/ Stakeholders

Customers

Employee

Investors

Product and service qulity.

Price competiveness.

Intime shipment and delivery.

The supply chain rapid supply capability.

Working environment.

Benefit system.

Career development and preparation.
Reward and punishment

Profitability.

Sound management capacity.
Risk management capacity.
Growth momentum.

Issues R & D/innovation/technology/green technology. Workplace safety and health. Honest business operation.
Production environment and technology. Labor conditions and policies. Transparent information.
Electronics Industry Alliance Code of Conduct. Integrity and ethic. Corporate management.
Risk management. Corporate culture and atmosphere.
CSR and sustansible management Leadership style and profession
E-mail. The opinion box Investor Conference in both English and Chinese.
Periodic meetings. Personnel evaluation committee. Regular or special meetings of shareholders.
Channels Periodic customer audit and rating review. Employee Life Committee. Market observation post system

Project promotion and management.

Welfare Committee.
Guidance system for new staff.
Staff Opinion Survey System.

E-mail for investors.
Specific TEL for investors.
The investor column at the corporate website

Corporate Responsibility

Safe product design.

With both quality and quantity.
Rapid mass production.

Follow the regulation.

Service network establishment.
Provide in-time service.

Master the supply chain quality

Safe and healthy working environment.
Respect and protect human rights.
Fair and reasonable performance evaluation.

Concerned about staffs' physical and mental health.

Clear moral and ethical policies.
Perfect welfare system.
Encourage learning and growth.
Value team division and honor

Hold public briefing.

Take interviews from the reporters.

Take in investors complaints and comments.
Sound operation of sustainable.
Information Disclosure.

Law obeying.

Protect the shareholders' rights

Corresponding Window

The sales department
CSR office
The green sustainability team

The unit of human resource
Director of every unit
CSR office

Spokesman
Investor relation office
CSR office

~ continue ™
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The communication mechanism Compal has with Stakeholders

Discussion Content
/ Stakeholders

Suppliers

Local Residents

Government and Non-Profit Orgnaization

Issues

Law and internal rules of the Company.

Trading patterns and contract.

Transaction price.

Supplier Review.

Quick response capabilities of the supply chain.
EICC Code of Conduct.

Prohibited Substance/Environmental requirements.
Innovative design

Community development.
Beautification.

Environment conservation.
Safety of community residents.

Relative regulations.

The following rationality of practice.
Advocacy and promotion activities.
International trend.

Channels

Supplier meetings.

Regular evaluation.

MIS System - GPMS(Green Product Management
System).

MIS System - SDCP (Supplier Design Management
System)

SPecific contact mail address.
Community activities.
Bulletin board.

Website.

Join the Organization.

Participate in or organize forums, exhibitions,
seminars.

Make and publish CSR report.

Carbon disclosure project.

Plan of water resource

Corporate Responsibility

Clear specification release.

Contract sighing.

Long-term co-benefits.

Receive consultation and advice.

Review and eliminate unqualified vendors.
Introduction of innovative technologies.
Environment conservation.

Adoption of Neihu No. 105 (Zhouzi No. 2) Park.
Sponsor eco-park activities.

Regular maintenance and cleaning.

Respect the local culture.

Participate in society welfare.

Construct green building and factories Campus.

Regulation obeying.

Insert the regulation requirements into practical
operation.

Internal promotion and education to staffs.
Accept outside reviews.

Positively response to outside expectations.

Corresponding Window

Procurement Center.
Green Sustainability Office.
Corporate Social Responsibility office.

General Affairs Dept.
Green Sustainability Office.
Corporate Social Responsibility Office.

General Affairs Dept.
HR Department.
Public Speaksman.
Investor Relation Dept.

Compal Corporate Social Responsibility Report 2010
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B Customer Relationship

Compal is a customer-oriented company with professional market-oriented ODM company,
we uphold the corporate core culture of "innovation, harmony and transendance" as the
purposes to meet the customer and market demand for products and assist customers for
expanding their market share. Meanwhile with the business spirit principle of "customer
satisfaction" we fully cooperate with the customers and even provide the customers with
more service than what they have requested.

Innovative Thinking

The constant innovation allows us to discover the new market trends that have the
customers achieve the performance and real sale targets in a very short period of time
one step ahead of the competitors. Compal invests a lot of resources into innovation to
provide customers with different themes and materials of different Industries in order

to improve the friendly interface and increase the user acceptance. At the same time,
Compal also invested in various software and hardware to prepare the feasibility, shorten
the development time and reduce development costs, making the first new product brand
enter the market for customers.

Harmony Relationship

In the reciprocal benefit and relationships, we make customer demands the top priority.

We listen to our customers and tailor for its market to create a harmonious atmosphere for

the establishment of a good partnership to grow together, and achieve the goal of common

interest. Compal has long been cooperate partners with brand companies along with their

symbiotic coexistence. We provide global supply chain and production base to timely

complete the product manufacturing, assembly and distribution services for customers. We

also work with certified manufacturers by customers as the common supplier to reach the

cooperative atmosphere of harmony co-management.

Keep Transcending

Continuing to surpass quality goal and providing customers with the best quality are
Compal commitment to its customers with dedication and sincerity. The service sites

around the world have been set completely framework for global service. Compal will
continue to supply services and parts since customers' products launched into the market
and until the after-sales responsibility expires. We have established a feedback system for
views of customers to technology and process innovation in order to constantly surpass the
past vision and the present scale.

With the above-mentioned service attitude, Compal has a strong system and organization
to achieve our goal to communicate with customers:

e Professional ODM : Time to Volume

e Professional research and development: Time to Market

@ Business Cost Control: Cost on Quality

e Customer Service: Customer Satisfaction

Meanwhile, Compal strictly keeps customers’ products information confidential. According
to different customers, the Company sets up firewalls among different teams, office areas
and plants. The information security team monitors the network information security
from time to time to maintain the interests of our

customers. At the same time, the measures such Diagram of

as employees need to sign a confidentiality
agreement, talking about the content of
customer's business in public is normally
forbidden are taken to assure the purpose

of protecting customers’ rights. We provide
customers around the world the most
comprehensive network of services for
transmitting and handling customer
information in time. We comply with the local
laws of every business site around the world.

The Company is also awarded the Best Supplier

Award by the Customer in 2010, as awarded
"Supplier's Excellence Award" by NEC, or

Toshiba's “Best Supplier's Excellence Award” ...

and so on.

customer relationship:
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Corporate Social Responsibility

B Supplier Relationship

Compal has been working with suppliers with long-term stable relationship and relationship
of innovation cooperation, hoping the vertical integration synergy is able to help the overall
industry improvement and the sustainable goal pursuing for customers, suppliers and end
consumers ultimately.

The procurement department supports the R & D technology at the front-end of the supply
chain, such as the management of upstream and downstream supply chain, including

raw materials, components, semi-finished and finished products as well as all production-
related diversified supply and demand activities. They control the quality and delivery
during the mass production and assist in after-sales service and continuous improvement
of green environment. The Supplier Relationship plays the key strategic position in Compal
global logistics for competition.

In response to the ODM industrial characteristics of low margin but high cost, the
management of supply chain aims to meet the customer demands in advance and launch
the integrated management of all aspects to the entire supply chain (from suppliers,
manufacturers, distributors to the customer). For example the entire supply chain of goods
from procurement, materials management, production, distribution and marketing to the
customer, information flow and capital flow, try to reduce the logistics and inventory costs
to a minimum. Delivering the right product required by the customer at the right time with
the right quantity, the right quality and the right status to the right place can only optimize
the total cost.

To achieve such an important and arduous task, we proceed to build a strong information
system to allow the timely confirm of all various items, delivery or propose safety
requirement proof, environment security documents and so on between Compal and the
suppliers, such as CPS (Compal Procurement System), GPMS (Green Product Management
System), SDCP (Supplier Design Cooperation Portal), SICM (Supplier Information Chain
Management). We even establish tailor-made value chain management information system
for our customer. All relevant units and the internal and external staffs who are supporting
the timely products launch with the authority are able communicate by this platform to
drive the supply chain to response quickly to the situation changed.

Diagram of Compal SCM :

-~

Qualified Suppliers Qualified Materials

RENE RERE »
Develop Center | Procurement
ProcurementCenter | Center

Produce Center ‘ Price * Quality - DeveloP Center

QACenter Delivery Date - Procurement Center

ESH Importantlssue

“New Suppliers Quarter Developed
Review Business Review Materials Review

o
Y=

Supply Chain Review System
- /

Apart from the above-mentioned monitoring system, we would form an inter-departmental
group to conduct an on-the-spot examination of a new customer in various key points. For
existing suppliers, we will implement regular reviews of quality, price and delivery with
important issues for assessments with other invited units. For materials, we allow the joint
review and decision of procurement and R & D departments in research and development
stage. Meanwhile,

suppliers also need to

meet the requirements of

our customers while our

customers may request

execute an audit. For

certain important

issues, we held supplier

conference to advocacy

and response to

suppliers’ opinions.




B Investor Relations

For a long time, Compal has pay great attention to good interaction between the
company and shareholders and believe that the trust and support of shareholders allows
the company management team to develop forward-looking strategies and effective
implementation in a stable business environment which is also the most important factor
of the rapid growth of the company operations and earnings.

Since 2000, Compal has established the investor communication window in the spokesman
system to have interactions between the Company and shareholders or corporate investors
by the platform. This feature is able to not only reflect comments and suggestions of
shareholders and corporate investors, to the board and management team members, but
also pass the corporate vision, business philosophy, business strategy, planning policy and
the implementation results to shareholders and investors.

The information Compal disclosed to shareholders and investors is always with the principle
of "transparent, complete, immediate and fair" to possibly satisfy the information needs of
shareholders and investors under the premise of protecting the interests of the company,
customers, suppliers or other interested parties. The Company believes the fairest market
value will be able to show the real value of the enterprise in this maximum efficiency
environment in the capital market. At the same time, we adhere to sound financial
operations coupled with the appropriate dividend policy after considering the capital
needed for the operation and growth of the company. We therefore converted it into a
stable investment returns in order to maintain and increase the investment value of long-
term investors.

To achieve the above-mentioned goals and strengthen the communications with
shareholders and investors, Compal has set up an investor column in corporate website
with English and Chinese news, financial information, shareholders’ meeting, investor
conferences and other information. Investor conferences are regularly organized. We also
participate in domestic and international investment forums and activities of Roadshow
etc. to create the greatest value for the Company by the mutual understanding of the
company with shareholders and investors with continuous consistent and diverse ways.

l Community Participationns

Based on the position of sustainable business, we actively participate in international /
national / regional advocacy organizations and express views in the attended meetings,
expecting to unite the industry forces to promote industrial exchanges and feedback the

core technology to the state and society.

Wireless Power

. International
Consortium

Universal Power Adapter
for Mobile Devices
(UPAMD) Study Group

Wi-Fi Alliance

International

International

DVD Copy Control
Association (DVD CCA)
Digital Living Network

Alliance (DLNA)
Taiwan Electrical and

International

International

Electronic Manufacturers' National
Association (TEEMA)
Taiwan Thermal National
Management Association
Chinese So.C|ety for National
Quality
Taipei Computer .
Association el
Taipei Neihu Technology
Park Development Regional

Association

Member

Member

Member

Member

Member

Member

Executive

Director

Member

Member

Director

Exchange the latest wireless
charging technology specifications
and information

universal adapter Participated in
universal adapter specification
establishment

Technology and document
exchange

To get CSS license equipped to have
DVD shipments

Technology and document
exchange

To visit and observe each other
with the industry members

To attend Seminar and experience
sharing

To participate in quality
management activities of

experience exchanging
The platform of industry

procurement and technology
exchange

community feedback and visits of
experience exchanging
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Environment

Conservation

The rising carbon footprint

The Promoting Organization
Vision, Policy and Commitment

Environment, Safety and Health
GHG Reduction and Energy Saving
GHG Inventory

Green Energy Saving Buildings
Advocacy and Promotions

I he extreme climate change causes by global warming in the
recent years have allowed us to realize the great influence that
climate changes have on human life, no matter who in what area.

Since the UNFCCC (United Nations Framework Convention on
Climate Change) in 1992, the adoption of in 1997 and enforcement
of Kyoto Protocol in 2005, the Bali Roadmap in 2007, the
Copenhagen Accord in 2009, and the Cancun Agreement in 2010,
all of the above were to confront the fact that the reduction
amount of emission promised by developed countries are not
sufficient to prevent the greenhouse gas emission from increasing,
and all societies and enterprises must consider making preparations
for the impacts brought by climate changes and finding out
solutions between environmental sustainability and economical
development.

In response to the responsibility of being Earth citizen, we have map
out the overall strategy on environment, life and products and its
key actions programs as well, to launch "the green tranformation"
inside of the company through intensive propaganda, discussion
and reviews. In addition to producing products of high quality
efficiency, we review profoundly what actions we can take.

@ Compal assisted clients in 2010 to acquire the certifications
of 1ISO14067/CD and PAS 2050 B2C (Business to Customer), it's
the first certification in the world for netbook, and successfully
acquire the carbon footprint of product label.

® In 2010, the energy saving expense of Compal headquarter
office in Taipei and plants in China amounted up to fifty million
NT Dollars, most of it were the first time purchase to show our
determination of practical actions.

@® We have been participated in the supply chain audit of
clients since 2009 to respond and improve the performance
for Environmwnt Coservation.

@ 15014064 in Taiwan headquarter and China plants was
first conducted in 2010, and receiving double certifications
from TAF (Taiwan Accreditation Foundation). We also
acquired the mutual approval from Environment conservation
Administration and International Accreditation Forum and
received “dual-track certification”.

@® Compal promises to reduce 3% of carbon emission
of all products annually, and to keep on developing
products with the effects of energy saving and carbon
reduction.



Environment Conservation

In order to carry out sustainability development principle which “satisfies contemporary
demands without damaging the needs of offspring”, Compal has actively put efforts into
global environment conservation plans, such as investigation and reduction of greenhouse
gas, product footprints, carbon disclosure projects, non-toxic product designs, and led-
free/halogen-free production. Also, the Company introduced 1SO14001 Environment
Management System in April of 1997, and received OHSAS 18000 Certification in 2005.

As for the management of hazardous substances in products, Compal received IECQ
QCO080000 certification at the end of 2007, and product sold to Europe were in compliance
with the EU RoHS regulations. In addition, Taiwan and China plants passed the 1ISO14064-
1 organizational greenhouse gas management system and emission investigation in 2010
with 2009 as the baseline year. During the same year, the Company passed ISO 14067/CD
and PAS2050 car bon footprint examination for the world’s first laptop product, establishing
cross-department division of labor and expert capabilities.

The Certificates :

4 IECQ
1SO14001 OHSAS18001  QC080000

1S014067/CD
PAS2050

ISO14064

The Promoting Organization

We formed the Green Committee in 2010 which is led by high ranking management to
establish strategic objectives and monitor promotion effects. Also, Green Sustainability
Office(GSO) was set up under the Committee, which is responsible for relative planning
of schemes and executions, assisting internal and external communications,

integrating various information, and introducing relevant technology. As the sole unit for
promotion of the Company’s green environment plans, it reports monthly the progress and
results of green promotion to high ranking management.

The Green Management Organization :

CEO

|

Green
Committee

(I | L - T .
lF'L.IR. H QA HMFG. H LGS H FIN || MIS H RD | Sale ‘EHS [ HR|

Vision, Policy and Committment

The Visions

In respect to the importance and urgency of environment conservation, Company in
the 2010 Prosperous Annual Conference proposed the green vision of “Enlighten Living
with Green, Connecting and Computing” to guide and encourage all Managements
and employees, and announced on April 22nd, Earth Day, officially “Compal Green
Announcement” and promised to:

® Reduce GHG emissions with 2009 as the baseline year, and promote 1S014064 GHG
Inventory. Compal has passed the external examination in November of 2010.

® Reduce the amounts of water, power, and oil consumed by company units and
production with 2009 as the baseline year, and continue reduction to a goal of 3% by 2011.
According to statistics, the respective power consuming amount of various plant units had
decreased 2-14% in 2010.




Environment Conservation

® Promote energy saving carbon reducing plans for green supply chains and aim at
accomplishing the goal of 10 major suppliers by 2011. Compal had completed 11 major
suppliers’ energy saving and carbon reducing plans by the end of 2010 and continuously
conduct tracing management.

® Design green buildings in China plants. Newly established plants were introduced with
the concept of green plant design, implementing various energy saving and carbon reducing
measures and schemes.

The Green Policy
® Develop green products, conduct green procurement, practice green production, form
green environment, and fulfill green enterprise responsibilities.

® Promote energy management by adopting energy saving and exhaustion reducing
measures and wisely use recycled energy to reduce GHG emissions.

® Actively put efforts in education of environmental energy saving, practice environmental
behavior, and encourage employees to engage in social environmental activities.

® Promote the green idea of environmental energy saving to suppliers to practice energy
saving and carbon reducing acts, and to share experience and resource with other leading
enterprises.

® Continue to support the research of green energy technology and charity events
of environmental groups, and promote relevant energy education and environmental
concepts.

The Green Objective

“Compal 2011 Green Objectives” were proposed at the end of 2010 in hope that all Compal
workers can put further efforts into the promotion of green environment conservation and
energy saving and carbon reducing. The physical objectives include:

® “0” growth in the GHG emission produced by each product, further more

Continue to introduce plant lighting, air ventilation, and water saving measures, and
regularly trace the reduction of oil, water, and power consumption, allowing zero growth in
the GHG emission of 2011 in respect to 2010.

@® Promote energy saving carbon reducing plans for green supply chains and accomplish
the goal of 10 major suppliers by 2011. Compal had completed 11 major suppliers’ energy
saving and carbon reducing plans by the end of 2010 and continuously conduct tracing
management.

® Design green buildings in China plants. Newly established plants were introduced with
the concept of green plant design, implementing various energy saving and carbon reducing
measures and schemes.

® The energy consumption of production of one NB is reduced by 8%.

Since the products are designed to be of low carbon which has a positive effect on slowing
down climate changes, Compal is set to reduce the energy consumption of NB production
by 8%. Presuming the lifespan of NB is 4 years, it is estimated to be able to save power
consumption of twelve Taipei 101 building.

The Promotion

At the same time, Compal assumes itself as
the leader of green value chains in the
industry, and expect to continue integration
of internal corporal sources, and promote

the concepts from inside out to our

suppliers, family of colleagues, and the
society, establishing a model as green
enterprise in hope to fulfill the social
responsibilities in the road down a sustainable
environment.

Standards
150 50001
PAS 2050

N ISO 14064
Green

Purchase

The Promotion scope of 2010 Green Life
Project as the left diagram.




Environment Conservation

The Environment, Safety and Health

The Management System
OHSAS18001 is an environment safety and health management system which identify
the potential hazards and risks at work sites and reduces occupational safety accidents,
encourage labor and capital harmony, and lower occupational disaster losses with “zero
disaster” as an ultimate goal. Compal completed construction and passed the external
authentication in 2004.

The History of Certifications of OHSAS18001 :

Year Certification

2004 KS Plant 1, 2 OHSAS18001

2006 KS Plant 3, 4 OHSAS18001

2007 KS Plant 1, 2 OHSAS18001 Pass Contineously
2009 KS Plant 3, 4 OHSAS18001 Pass Contineously
2010 KS Plant 1, 2 OHSAS18001 Pass Contineously

The organization

To pursue the harmony and mutual development of environment and culture, we formed
“Environmental Safety and Health Committee”, established and set up health safety

management plans and proposed strategies and objectives for the Committee to deliberate.

After deliberation, it supervises environment conservation units in planning relative
promotion of safety and health operations for important issues such as environment safety
and health, prevention and handling of job injuries, working environment sanitation,

and employee health, and is responsible for the activities executed by each department,
for example, regular inspection and maintenance of safety and health, education and
training on safety and health, supervising relative department in accomplishing public
harm prevention and loss control management systems. Furthermore, we established
audit system performed by the environment safety and health audit group to regularly
understand and control matters of environment health safety on site.

The Policy
® Personnel safety is attended to at all corporal events.

@ Integrate the concept of environment safety and health into staff training programs,
promote various activities, and enhance relative awareness of employees to encourage
them to participate in and implement conductions.

@ Review the progress and results of various projects annually and continuously improve
defects.

Management Measures We have done

B Guidance of Disaster Prevention Knowledge and Fire Drill

Compal provides guidance on disaster prevention for all employees, and materials are
designed for everyone on the on-line system, E-Learning, which includes abundant correct
handling methods for fire, storm, flood, and earthquake, to assure that each and every
employee are familiar with the disaster prevention concepts. At the same time, the
Company expanded the concepts to practical drills at work sites, conducting annually on
site simulations in handling fires, to allow staff to understand the steps to be taken and
events to be noticed.

Diagram of Fire Drill :

@@"m@ @/"’@{a
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Environment Conservation

[ The Safety for Buildings

The competent sector of every factory or building conducts inspections and maintenance.
Equipment and facilities in the working environment, including emergency lightings, smoke
detectors, and fire extinguishers, are regularly inspected and maintained. In addition, for
employee to work safely and surrounding community habitants to live safely, all plants
have specific maintenance procedures which are sent to the entire company after reviewed
by the Committee and various measures are posted on the internal website, such as
Inspection report on drinking water, traffic safety measures, power use safety measures,
safety inspection measures for guests visiting the Company. Employee must follow each
operation specification strictly, and each inspection record and data must be kept.

B Environment Inspection

Compal hires professional institutes to conduct on site inspection in working environment
to examine each hazardous substance and potential factor, assess whether results

are within regulated standards, provide Compal with more objective and efficient
improvements, and further provide employees with better working environment.

B 'njury Event Handling

Each operation base has its own competent sector for handling comments, inquiries,
suggestions or emergency situations regarding environment, safety, and occupational
health of the Company, employees and surroundings as diversified and clear reporting
channels, for example, comment box, mail, phone or face-to-face response. Regulations
are established for the time-line and procedure of immediate reporting, handling, and
investigating of accident, no matter it is regular injurious or material incident, and it
must be handled in conformity to local laws. Relative control charts include: flow chart
for application and handling of occupational injury, contact list of the Department of
Environment Safety, flow chart for incident reporting, procedure for contacting police and
handling traffic incident, and incident investigation and handling report.

l Emergency Response

Potential major disasters that may not only interrupt operations but also impact our clients,
suppliers, stockholders, and employees. This fact has led us to cautiously execute each
internal

management to reduce man-made mistakes to the least. As for uncontrollable natural
disasters, we put an effort in establishing a sound disaster prevention system to do our best
in adopting the suitable measures and implement rescues effectively.

@ To establish disaster management cycle (four stages):
Prevention: the goal is to eliminate or decrease the
possibility of incident occurrence and reduce losses to
the least.

Readiness: personnel shall be ready to respond to
incidents and be able to immediately take actions and
various measures.

Response: various measures adopted when incident
occurs to reduce the extent of loss of personnel,
properties, and environment to the least.

Recovery: various short- and long-term measures
required for all systems to retain normal operations.

® The Guidance principles for emergency response
Hazard Identification: In the initial stage of a disaster, the most important action is to
understand and identify the disaster and confirm the essentialness and severity of danger.

Action Plan: After the initial identification, different actions must be established, including
first aid plans, site handling and recovery plan.

Zoning Area: Combine external conditions of toxicity, physical and chemical characteristics,
fire explosion characteristic, leakage amount and concentration, climate, and terrain to
estimate distance of evacuation and area of control.

Managing: On site commander must be professionally trained and be able to control
response considerations with saving lives as first priority, followed by disaster controlling,
then the properties of plants or facilities.

Assistance: Supporting sources are usually the local competent department, and then

comes, toxic hazard team of other plants, and local hospitals. Maintain well relations with
them and place a list of emergency contacts somewhere easy to access.




Environment Conservation

B Educational Training for Environment Safety and Health

Educational training includes three categories:

e The educational training for safety and health in the Company

e Departments establish individual educational training according to their nature
e Production line safety training

By continuous educational training and guidance, we allow employees to acquire safety
concepts, enhance their awareness of safety, and decrease the occurrence of incidents due
to unsafe behavior. The Company has scheduled emergency response, licenses regulated
by the laws, safety and health management system maintenance, special operation safety
protection, and supervising personnel in the annual training program, and in addition,
educational training for specific events or major mistakes are arranged irregularly. Taiwan
and China plants invited professors and conducted 400 courses in 2010 in which 78664
people were trained, and set up online self-learning system for colleagues, allowing them
to learn the education of safety and health without being limited by the time of courses.

B The Security System

Compal is equipped with security to prevent illegal trespassing, and an instant alarm system
is set up to assure safety of company properties. Security is controlled in the controlling
center in the plants, combined with access card systems, CCTV digital monitoring system,
and guard inspections, forming a complete safety access controlling system.

® Access Control

In order to strictly control the access sites and to conform to the regulations of ISMS
(Information Safety Management System), Compal requires employees to wear staff IDs
within plants for accessing card systems set up at each entrance and exit of various floors to
control personnel’s authorities. In addition, for clients, suppliers, and other visitors, there is
a control system which records the time and counts for future reference, and regulates the
areas open to visitors for guards to make regular inspections.

® Guard Control

Guards at plants work in shifts. They are responsible for relevant safety control of
personnel, visitors, and items, safety inspections inside and outside of plants, control the
status of visitors still in buildings and employees working overtime, and examining vehicles
and traffic control. In addition to inspection each floor area regularly, guards must assure
all safety mechanisms are under normal operations during holidays to maintain the safety
of plants, preventing occurrence of events that may endanger employees.

® Hidden Camera Detector

In order to maintain a safe working environment, Compal uses detectors for hidden
cameras, especially in private areas such as restrooms, nursing rooms, and changing rooms.
Detection is conducted every week to assure the safety and rights of employees and
prevent any illegal act from occurring.

@ Shuttle Bus and Night Cab Service

We provide shuttle bus service at regular time and place.In
order to assure the safety of colleagues working overtime,
the Company provides night cab service,

in which guards contact contracted cab service for
employees working past ten at night.




Environment Conservation

Greenhouse Gas Emission Reduction and Energy Saving

Our objective is not only to implement GHG invenory, but also establish sound GHG
baseline and database. Since 2010, Compal has conducted GHG inventory annually to
reduce and improve the efficiency of energy consumption, decrease the emission amount
of GHG, and effectively achieve the goal of reducing GHG.

The 2010 Actions of Employee

Type

Items

Items

Training

Sending newsletter

Post slogans

Hold "Green Image Seminar"

E-learning plans

Green buildings

Post slogans on faucets

No bottle water

Green life knowledge website

Recycle
and Waste
Reduction

Hold "Cherishing Bless Week"
every month regularly to recycle
usable resources

Promote office paperless

Garbage deduction

Gain Certificate of large scale
environmental activity

Promote "No red meat day"
monthly

Electricity
Saving

Light off after work

Cancel screen protection sticker

Application of green buildings

Promotion of light off at any time

Computer sleep function (5MINS)
required

Light off during 12-13:00

No elevator stop on next 1 floor
above and below

No disposal tableware used, no

paper cup in meeting rooms

Purchasing diesel vehicles

Hot water from the waste heat

emitted of air-conditioner

Energy usage is the main emission source of GHG in Compal. Monthly oil, water, and power
consumption of each plant is managed and traced with KPIl and results are reviewed to find

out that the reason for not achieving reduction goals, and

improvement measures and plans are further made to assure the annual objective of
reductions to be accomplished.

Promotion and Guidance

In order to allow colleagues to understand how to cooperate with company policy, the
slogan “Green Compal, Energy Saving Life” was proposed, as well as the implementation of
energy saving, carbon reducing, resource recycling, conservation, and green consuming in
daily life, with introductions on concepts of guidance and execution. Units such as Green
Committee, Human Resources, and Six Sigma issued a total of 52 publications promoting
environmental knowledge to worldwide employees regularly with different topics every
week to allow employees to learn more about environment conservation.

The Weekly Bulletins:

mentioned above :
Carbon Reduced (CO2 Ton)
6418
1859

The Performance of Reduction by actions

Unit
kilowatt-
hour

Saving Items
Lights
Air-Conditioner

Being Saved
7469381
2163547

Electricity

cubic

Water
metre

1101649 228

QOil 1973902 liter
Total Amount to Reduce (CO2 Ton)

5882
14387




Environment Conservation

Energy Saving Expenditure

In order to achieve energy saving and carbon reduction, initial investments are inevitable.
Energy saving expenses are expenses for energy saving in order to reduce GHG emission.
In 2010, Taipei and China plants spent a total of fifty million NT dollars in energy saving
expenses including electricity-saving lamps and LED lights, water saving eqgipments...etc.,
of which most equipment are of initial purchased. We actually fulfill promises as a citizen
of the Earth and expect that energy saving may bring environmental efficiency. Therefore,
Compal will continue to actively engage in GHG reduction and energy saving in 2011.

Greenhouse Gas Emission Inventory

Compal employees have to establish good interfaces for each stage in the product life
cycle and identify the operational contents between different phases to deal with a

huge database of 48 million produced in 2010. In order to enhance rapid response, we
established “GHG internal audit procedure”, “GHG Inventory management procedure,” and
“GHG Inventory chart filling guidance”. We will establish more standard procedures in the
future for colleagues to learn from and refer to.

GHG Inventory of organization

In order to assess the risks and opportunities brought by climate changes to enterprises,
major investment institutes worldwide initiated CDP (Carbon Disclosure Project) in 2000.
Compal has participated in the supply chain investigations of Dell, Acer, Lenovo, and
Asus...etc. since 2009 to respond.

The 1SO14064 GHG Inventory check in Taiwan and China plants was first conducted in
2010, and we officially passed the external verification in November, receiving double
certifications from TAF (Taiwan Accreditation Foundation). We also acquired the

mutual approval from Environment Conservation Administration and IAF (International
Accreditation Forum) and received “dual-track certification”. We are preparing for GHG
reduction strategies, and even for preparation for future carbon option transactions,
enterprise carbon asset management, carbon neutral, and future laws for GHG reduction.

GHG emission amount for 2009 and 2010 (CO2e tones):

Emission of 2009 2010
Year / Rigions

Scope 1 Scope 2 Scope 1 Scope 2

Taiwan 60.7 6511.3 58.8 7496.8

China 9506.2 105209.3 | 10680.0 | 120601.6
Total Emission 121288 138837

Per Products 0.00310 0.00298

In all, Category 2 has the most energy emission, mostly from production assemblies and
lighting and ventilation, and Category 1 has relatively less emission, which mostly arises
from dormitory furnaces and vehicle fuels.

38 million and 48 million sets were produced in 2009 and 2010, respectively, with a total
growth of 26%. Although the emission amount of operational activities had grown 15%,

green management of design, purchase, manufacture, discard, and service has reduced

the emission per unit by 3.88%, which had accomplished the goal of reducing 3% carbon
annually.

Tendency chart of total emission Tendency chart of emission of product unit

140,000,004 000315 - 0.00310

| 0,
120,000.00 1 -3.88%
| 000310 -
10000000 1 ")
2
4 000305 -
80,000.00 2 000298
® 3
L0000 | S 000300 - y
40,000.00 1
2000000 1 |
oo - 000290 -

2005 2010

0.00295 -

2009 2010

Investigation Year Investigation Year

Emission of Type CO2 Ton % Source
Fixed 131560.6 | 93.9% |Purchased Electricity, Boilers
Moved 354.3 0.3% |Car Fuel
Escaped 8117.8 5.8% |Septic Tank, Freon
140032.6 |100.0%




Environment Conservation

GHG Inventory of Products

Product Carbon Footprint is the sum of Carbon emission from materials, manufacturing,
transporting, using and disposing. “Carbon Label” makes all customers know the influence
of product to global warming through clear graph. Compal assisted clients in 2010 to
acquire the certifications of 15014067/CD and PAS 2050 B2C (Business to Customer) for
the first Netbook product carbon footprint in the world. The Company has also successfully
applied for carbon foot print label, and register the information network of carbon
footprints in Taiwan. The Company itself also received the B2B (Business to Business)
statement of carbon footprint verification which means it has gained international
recognition for its expertise of its management of carbon footprint.

Compal promises to continue develop products that are energy saving and carbon reducing
to achieve the goal of a 3% carbon reduction annually, and to keep on promoting product
carbon footprint investigation and calculation in 2011.

Product Picture Carbon Footprint/per unit Every stage ratios

60.58 %
0.73 %

Materials

Production

Sale &
Delivery

Use 37.17 %
1.28 %

157kg CO2e/ per 10.1 inches

Netbook 0.24 %

Recycle

Green Energy Saving Buildings

Besides of Green Products and Manufacturing, we also put lots of efforts on the buildings
no matter in Taipei Office or overseas plants for its more efficient energy used through
virous solutions such as re-layout old buildings and environmental design the new plants to
meet the goals of electricity saving, water saving and reduce unnecessary wastage.

The Energy Saving Actions on Headquarter Office

HQ has conducted improvements measures in elevator systems, air conditioning, lightings,
water saving , and resource recycling (including garbage, wastes, and kitchen waste). For
example, modification of circuit and transmitter distribution of ventilations which allow
cold water into the mainframe for cooling and further achieve efficiencies of energy

saving and carbon reduction, which is estimated to save 323,779 NT dollars annually, and
to reduce carbon emission by 6.72 tones CO2e. For example, lightings are switched to
reflection boards and this measure has enhanced lighting by 31% and has reduced usage of
light tubes and saved costs by 50%.

The improvement from changing energy saving lamp

Lighting Level
('000 watt)

Electricity Fee

Items (dollars/month)

Light Tubes

2 feet 4058
Before 530
4 feet 3642

2 feet 2029
After 695
4 feet 1821

179656

89828

The Energy Saving Actions on Plants

Plants are our most concern. The action project is divided into three categories, its focus of
actions as below :

e Water : To avoid unnecessary wastage by euipments and reuse

® Lighting : To save the most under no impact of lighting level by using T5 tubes or LED

e Ventilation : To reduce GHG emission by using natural resources such as temperature
automatically setting of the cooling tower of air conditioner in winter.

In 2010 we have achieved the electricity saving performance:

e Total rate of electricity saved: -1.75%

e Staff population growth is 10%, and the decreased rate of electricity used by per person
each month: -13.39%

e Operation revenue growth is 36%, and the decreased rate of electricity used per dollar of
operation use: -22.05%




Environment Conservation

The Actions to make buildings greener

Scope and What we have done

Water

e Use the toilet with water-saving mark and two-stage water supply
e Gradually switch to induction faucet (save 1 / 3 water)

e The water fountain use the recycled water

e Use water saving faucet and devices

e Install shower card system

e Reuse waste water for green irrigation

e Sand filter circulation system is used on ventilation

e Adjustment to avoid overflow waste in cooling tower

e The water fountain use the recycled water

Lighting and Electricity

e Use reflector to lower the number of tubes

e T5 lighting are adopted in new and leased buildings

e Work computer sleep mechanism (5MINS) required

e Sign lights, driveway lights, landscape lights changed to LED
e Intelligent elevator to halve lift when night and holiday

Ventilation

eTurn on the host according to temperature and time

e Inverter system air conditioner

e The build temperature is automatically sent between 26°~28°C
e Replacement of cooling towers cooling fins to increase efficienc

External Consultation : 100% according to experts’ opinion and guidance
e Contract capacity optimization

e Control cooling water outlet temperature by Wet bulb temperature

® |ce water pump and cooling water are control by frequency conversion

Challenge and Prospects
When trying to introduce green buildings, we face the difficulties such as the limitations
of the original framework of design, or the amount to be invested is always enormous due
to the size of the company. However, Compal is looking into smarter solutions and will
continue to do so. As for newly established plants, we are focusing on reusing of water,
air, land, wall, and energy to achieve an overall green building design, and under the
assessment of cost efficiency. Of course, we will continue to engage in the energy saving
projects of the government, introduce ESCO project, enhance intelligence of green
buildings, and assure reasonable benefits of the environment.

Advocacy and Promotions

Compal recognize that just to do if it's right thing, so in 2010 the promitions internally and
externally were more much than ever by HR, 69, GSO and GM office in worldwide, the
multiplication activities as below :

e Strengthen the Environmental Awareness of Employees :

Periodically send e-mails as knowledge and ideas transmission, provide online courses,
create web pages, held environmental lectures with 175 seeds field staff trained, promote
campaign as "make your car a summer vacation; No red meat; Environmental Day; 9to 5
green workers...etc."

e Encouragement of Green Living Exercise:
No plastic bags, No paper cups, No bottled water, One time used chopsteaks, Green office,
Garbage classification....etc.

e Participation in External Environmental Activities:

Response to ten thousand people in tree planting on April 22nd Earth Day; Lights off for one
hour during lunch breaks; Hold four green lectures on campus (Kun Shan University, Taiwan
University of Technology, Tamkang University, and Chaoyang University of Technology);
Adopt Community Parks to create green space for community residence......etc.

We hope to induce individual colleague and their families the green concepts and
knowledge to implement in their daily lives and then put the green concepts and
knowledge into product design for developing more green products.

Environmental Day
of Employee

Green Image Talk

on Campus Planting Trees




6 Green Products

Product Strategy

The Development Strategy
Green Design

Green Supply Chain
Green Manufacturing
Scrap and Recycle

As the world's leading notebook computer ODM company,
Compal products has a significant degree of influence impact

to the environment. Thus, while the product design specifications
and certification requirements of environment conservation mainly
defined by customers, Compal upholds corporate social responsibility
to continue deepening expertise in environmental design and
technology and provides engineers the green DNA by education

and training for striving with the synchronize global trend of
environmentally friendly products, thereby providing customers with
design recommendations to play the role of citizen of the earth.

In addition to the integration of customer marketing strategies and
new technology of new product development, Compal included
"green product life cycle," that is, from idea developments to
materials procurement, manufacturing, transportation, sales, after
sale service, recycling and dispose in "Green Management." We keep
an eye on friendly methods to the environment, biology and the earth
and the effective way of carbon reduction. We thus evaluate and
attention the amount of resource usage and stress environmental and
ecological protection in order to continue the reduction of impact on
the environment in the manufacturing and sale process of our
products.

Compal Green Products strategy focuses in synthesis

result, to realize the unification and harmony between
enterprise's benefits, consumers's benefits, society's benefits
and ecological environment's benefits, we developed the
following five points as the strategic goals in 2010 — 2011.

® Aggressively research, develop, design and produce with
low dissipative, easily dismantled and recyclable products

® No product return and losses due to the violation of RoHS
provisions.

® Early response to EU RoHS Revision, plan to begin
production of compliance products in 2011, and in mass
production before the end of 2011

® Halogen-free products have been put in production since
2009 and mass production from 2012.

® Design energy efficient products and carbon footprint
inventory to make the product more toward the full range of
green design



Compal has regarded the green technology development as the course of social and
environmental responsibility but not just in response to the high-raised international
environmental consciousness or to avoid facing trade sanction constraints, despite the
shrinking profit margins of contract manufacturing, we still focus on sustainability of
human, society and environment. Therefore, Compal announced that 2010 as the "Green
Era," to expand hard works of all aspects in the organization to achieve the best cost-
benefit goal of environment conservation and efficient use of resources.

Green Product Development Strategy

According to 1ISO-14021, the environmental characteristics of green products may include
specific environmental demands of "compostable, biodegradable and disassembled design,
extendable product life, energy recovery, recyclables, energy consumption reduction,
resource use reduction, water use reduction, reusability, refillable, and waste reduction."

Compal green product strategy is to develop and design in accordance with "green design
standards" making the complete life cycle of
ODM products manufactured (as the right
diagram, from production to final disposal or
recycle) reach the goal design of lightweight
to reduce the usage of harmful chemical PUR
substance and with less environmental Market

impacts and environmental-friendly. Recycle 5 quct P
In addition, establishing environment material Life
database through quality control of green
supply chain along with the time to time
supplier audit management by LGS
green lab to ensure that products from Compal
meets green product requirement from RD to
Recycle stage.

Specification

Friendly

MFG Produce
-able

Strategy Service

Effectively COST

Resource Use

Green Design

From the result of product analysis, comparing with the other stages of the life cycle,
adopting green material design and power saving design in components are the two factors
with the most effect to the overall environment. Therefore, Compal R & D team pays special
attention to strengthen design stage's energy input, to reach the goal that products meet
environment conservation requirements and reduce environmental impact.

Specifications and Features of Compal Green Design:

e Low Volatility ® Power saving design

e Systematic design management system e Green packaging

e Design for life-cycle extension e Design for compatibility of recycling
e Choose and import environmentally friendly materials

Three Major Directions of Green Product Design:
We focus on meeting below 3 requirements in the product life cycle while maintaining
proper product functionality, quality and service.

. Environment-friendly design

1) Design for End of Llife

e All Compal products meet the WEEE, Waste Electric and Electronic Equipment
requirements, i.e. at least 65% of the material be reused or recycled.

® The plastic parts with weight greater than 25 grams should be labeled with the materials
for future back-end recycling operations in accordance with the requirements of ISO 11469.
® The appropriate recycling logo should be print on all packaging materials according to
the international packaging material recycling requirements for future terminal packaging
materials recycling.

e Reduction of plastic material types and makes use of a single kind.

2) Environment-Friendly Material Selection

® In cooperation with customers to import 10%, Post-Consumer Recycled plastic of the
plastic components on several models successfully.

e Import green packaging design with extensive use of recyclable materials and post-
consumer recycled materials in packaging materials.
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B Low pollution and restricted materials use

In line with international regulations of hazardous substances control to meet customers'
hazardous substances control and achieve the goal of green products, Compal compiled
and developed the following three aspects of requirements of "environmental relevant
controlled substances regulations of parts and raw materials." The latest version vA.2
edition came into effect on October 1st, 2010.

Since July 1st, 2005, Compal products have been in full compliance with EU RoHS
regulations, and we will make sustained attention to recent progress of RoHS revision, as
well as the impact EU REACH SVHC on Compal products.

The voluntary standard advocated by international organizations: halogen-free parts and
processes. Compal has imported Halogen-free parts and processes since 2007 and produce
partial / full halogen-free models according to customer requirements.

The hazardous substances control standards of Compal customers: the risk assessment and
judCEQents of customer's control standards for hazardous substances are incorporated into
the Compal "environmental relevant controlled substances regulations of parts and raw
materials.”

B Power-Saving

Energy is an important design concept for Compal. Known from the life cycle survey, the
energy consumption is most significant impact on the environment in the using stage.
As the world's major ODM / ODM manufacturers, developing low-power products is our
mission to make a contribution to global carbon reduction, so "energy-saving and long-
effect product design guidelines" was established and will be expanded to each product
and components to meet regulations and customer's requirements.

The following main specifications are imported in product R & D stage :

e CECP(China Energy Conservation Product Certification)

® ENERGY STAR (ENERGY STAR Program Requirements for Computer)

® ErP Lot6 (COMMISSION REGULATION (EC) No 1275/2008)

® ErP Lot7(COMMISSION REGULATION (EC) No 278/2009)

e Korea e-Standby (e-Standby Program)

In accordance with the designing direction, Compal green products meet many
international environmental certification and eco design, such as: EPEAT, Electronic
Products Environmental Assessment Tool), Taiwan Green Mark and China Environmental
signs.

Green Product Design Management

We have to integrate product environmental requirements from the clients and
internationality regulations on products by the existing quality and environmental systems
to implement as the role of the Company in the supply chain. Such integration have to
present product green design in the production process as well as relationship between
up and down stream in the supply chain in various design with considerations of the
environment. All product-related parties and personnel must be integrated into this
framework, rather than an arduous task to be done by a single department independently.
Thus, a strong and powerful management system is necessary, Compal has established
the following specific management for the structure of high-quality product that linked

to supply chain collaborative development and conceptual capability of international
environment conservation.

e To establish related restriction of Hazardous substances management System "GPSS/
GPMS" for implementation of green product development and services in practice

e To establish internal website - Compal Environmental Information Network(CEIN) for
colleagues having better understanding of related measures of the company's specific
green policies and implement the related green concept into the field of work

@ To establish "Compal Green Product Standards" ,"Environment-Related Parts and Raw
Materials Controlled Substances Regulations" and "Greenhouse Gas Emissions Reduction
Agreement" as the basis of the overall companies in the supply chain

@ To establish a core technical team to have analysis on long-effect product design criteria.
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In order to continue the improvement, Compal participated in the EuP counseling program
by Development Bureau Ministry of Economic Affairs in 2007, under guidance of Industrial
Development Foundation, Compal products’ overall environmental performance of the
full life cycle was calculated to analyze the weaker segments for the direction of follow-up
improvement of design.

Green Design Accomplishment
By the above-mentioned efforts, Compal successfully reached green design applications.
The common items are shown below:

Application Iltems

Apply environmental friendly non-toxic materials with junction
design of easy disassembly, components easily to be recycled and
reused, and lightweight.

Mechanism

Hardware/Circuit  |Apply environmentally friendly non-toxic (lead-free and halogen-

(Source) free) materials with low power circuit design and components.
Mechanical Low noise fan design, apply environmentally friendly non-toxic
Technology cooling materials

Industrial and
packing design

Apply environmentally friendly non-toxic materials, reduce or apply
reusable and recyclable packaging materials

Using low (resources) consumption / green materials and lead-free
and halogen-free sheets

Circuit Board

Meanwhile, the Company has assisted brand customers to achieve a number of worldwide
green product certifications in 2010 :

® 100% RoHS Green Product, no return loss

® 100% Energy Star

® 50 units Taiwan Green Mark & China CECP

® 35 units US EPEAT Gold/ Silver

® 10 units Halogen-free & Environmental friendly product

e First Carbon Footprint Netbook

Green Supply Chain

The materials Compal purchased from qualified suppliers must comply with "Compal

spare parts and raw materials environmental relevant controlled substance regulations"
and obtain Compal approval. The materials procured must pass Compal inspection after
the delivery. The communication between suppliers and Compal can be done through

the SCDP system for two-way communication in addition to routine communications
between relevant personnel from the business, such as the issue of new Compal hazardous
substances regulations, uploading the vendors acknowledCEOent and so on.

The accomplishments to driven supply chain

Since Compal announced 2010 as the "Green Era", Compal's experience with international
brands of quality requirements for many years, the skilled supply chain management
practices, smooth communication channels and partnership allows us to quickly and
accurately insert the spirit and methods of green management for chain reaction
occurrence in the supply chain by the following measures:

e Hold greenhouse gas inventory training courses with technical guidance

e Request the supply chain vendors for GHG inventory data, reduction targets and plans
e Have the suppliers sign a commitment of not to use conflict metals

e Have suppliers sign and undertake the commitment required by EICC

e Launch site sampling audits to suppliers

Mutual Compliance with Electronic Industry Code of Conduct

Since mid-2009, the promotion of EICC compliance has be launched to request suppliers.
195 main suppliers that are in actual manufacturing practice had signed back as below
to comply EICC at the end of 2010. We want to deepen the mutual restriction and
expectations by this promotion from the supplier side to implement the cross-field, and
even more extensive cross-border corporate social responsibility.
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Suppliers Self-Assessment according to EICC Questionnaire

Since mid-2009, this investigation on the implementation of EICC of the suppliers and

the relevant training has been started. At the end of 2010, a total of 198 valid signed
guestionnaires from core actual manufacturing suppliers was collected in order to achieve
the goal of effective promotion and practical implementation in the major manufacturing
areas in the world to build a better worker well-being, environmental ethics and corporate
social responsibility by the implementation of EICC.

Nonuse "Conflict Mineral"

In human right issues, we have clearly conveyed the concept of not supporting and no using
metals from countries of poor working environment, armed conflict and illegal mining,

the so-called "conflict mineral," to 918 Compal vendors in the world since 2010. Also we
have required suppliers to promise not to use "conflict mineral" in its products provided

to Compal and we gained up to 686 vendors’ cooperation in the world. We expect to give
this issue more positive and far-reaching implications by the self-restraint operations of the
entire supply chain to devote effort to human society and disadvantaged workers.

Supplier Carbon Reduction Plan Launch

A total of 11 major suppliers have completed the greenhouse gas inventory data, reduction
targets and plan compile analysis in 2010, including 11 well-known international suppliers
such as HITACHI, NEC TOKIN / Taiwan Satori, INTEL, ALPS Alpine Electronics of Taiwan,
MURATA LECTRONICS, Pernas Electronics CO. LTD, TITRON, WELL SHIN TECHNOLOGY CO.
LTD, Dafon Suzhou, Dynapack, Delta Electronics. Details would be elaborated in the chapter
of environment conservation.

By these, we look forward to the development of a stronger system of “green design, green
procurement, green manufacturing, as well as green products and services.”

Green Manufacturing

International Organization for Standardization (ISO) presented on 14000 environmental
management standards and continued the promotion of the development of green
manufacturing, making the manufacturing industries in the world pay inevitable attention
to environmental issues. Being the leading company of ODM, we have to think and handle
the relevant issues in the most possible practical point of view with system and integrated
aspect to drive a large business scale.

Goal ans Strategy

To start considering the issues of resources and environment from the stage of product
design, in the manufacturing process, we try to minimize the waste by green technology,
green materials as well as strict and scientific management to make the waste as
resourceful and harmless as possible. Thus we can reduce the negative impact on the
environment to the least but reach the highest efficiency of resources and optimize
economic and social benefits. Its diagram as below :
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Thus, our green manufacturing strategy is that all employees has the concept of
Environmentally Conscious Manufacturing(ECM), and Manufacturing for Environment(MFE),
as well as the 7S manufacturing management (Seiri, Seiton, Seiso, Seikeetsu, Shitsuke,

Safety, and Speed/Saving).
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The green manufacturing management system

Which is an organic system of time, quality, cost, service and environment. In the long
run, human resources will become increasingly limited, thus, Compal has made green
manufacturing a strategic business decision not only as an effective means to achieve
significant economic benefits but also with significant social benefits. Therefore,

Compal not only passively complies with government pollution prevention and resource
consumption regulations, or social moral requirements, but launches analyses of green
manufacturing benefits and cost comparison according to the actual situation, thereby
fighting and creating the economic benefits, such as to maximize resource utilization and
reduce resource consumption to directly lower the costs.

In order to really create a conscious

business practices of green Green
manufacturing, we beat the competition Manufacture Production
and achieved the six systems integrations fivid

of management information system,

green design system, manufacturing

management system, quality Environment Resource

assurance systems, energy systems and field field

environmental impact assessment system

based on green manufacturing content

and integration features to reach fast marketing, good quality, low cost, good service and
low environmental impact.

The following descried the specific management :

Material Inspection and Process Management

We design and launch strict control procedures for inspections component material
delivery and finished goods in ISO quality system. The staff operating the test equipments
are qualified by specialized training or examination to ensure that all components and
finished products meet green standards.

For the special requests toward materials in Safety Act (eg: Ul, CSA, TUV, etc.), the features
are not easy to be clearly comprehended and controlled in incoming inspections or tests.
Thus, so the application of American UL (Underwrites Laboratories) auditing system

allows us to achieve the control in this field. We have developed "Material Safety Control
Operation Act" to ensure the compliance with EU hazardous materials management and
the requirements of our customers. For example, Cr +6, Pb, Cd, Hg, Halogen, PBDE etc. are
controlled based on "the environment related substances controlled regulations of Compal
spare parts and raw materials" as the criteria, for incoming inspection.

Abnormal Management

If the test result shows the excess of the standard, suppliers would be immediately notified
within 48 hours to provide reports from the third-party testing agency on the same batch
and test methods as the final judgement. If abnormity is confirmed, the delivery of the
supplier will be ceased immediately with the requirement to the supplier to identify
possible causes of harmful substances containing in the components and propose measures
to improve until the problem solved.

In the manufacturing process, we have timely detection of problems by the quality control
systems and problem correct system with the use of standard tests if there is any abnormal
material or operations. The laboratory and factory testing equipment must comply with
company rules of processing materials and finished products. After the completion of all the
product processing and composition process, a random sampling check would be launched
to disassemble the finished goods into each single material for high-risk material inspection
as a final review. The disqualified products found in the final review would be prohibited for
shipment or stop the shipping procedures according to the different conditions.
Manufacturing Environment

To establish a comfortable, healthy and environmentally friendly manufacturing
environment, we deal with the waste gas, water and noise, produced in the manufacturing
process through the terminal back-end management for pollution reduction.
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e Proper collection of waste gas, for example: there is tin and compound gas production
when welding in the tin furnace in the producing process. In order to safeguard the health
of personnel in Compal plants, exhaust pipes are designed to properly collect waste gas.

e The sources of wastewater mostly come from domestic employees living sewage with
low pollution and it’s discharged to urban public sewage after the pre-treatment of septic
tanks.

@ The sources of noise mainly come from the machine shop and boiler room. To reduce the
noise, good shield facilities have been established to block noise and reduce the impact to
staff and the surrounding environment.

Green Laboratory

To ensure that the components comply with EU hazardous materials management and
customer specifications, Compal is furnished with equipped laboratory for incoming
material inspections, product shipping inspection and container gas testing before
shipment. The laboratory equipments are list in the table below. All the experimental
accuracy of instrument was calibrated in accordance with equipment manual instructions
by qualified well-trained laboratory personnel.

Halogen-Free and Lead-Free Manufacturing Process
® In 2005, Compal has reached the goal of totally lead-free (lead content <1000ppm)

In the lead-free manufacturing process, there are many issues to be understood, including
selection of motherboard PCB substrate materials and lead-free parts and component
materials, welding equipment precautions, welding material selection, process change
management and reliability inspections. The aforementioned are important implementation
must be comprehensively and rigorously done by Compal manufacturing management. In
2005, Compal has reached the goal of totally lead-free and completed the import of the
three steps: the first step is the lead-free key parts and lead-free machine; the second step
is to have part surface plating, pure tin plating, or nickel plating and lead-free body parts;
the third step is to use lead-free soldering.

@ Before 2009, Compal has already worked on "halogen-free" process

Since the well-known environmental group Greenpeace issued "Guide to Greener
Electronics" in 2006, the brand companies in the electronic manufacturing industry

chloride (PVC) that contains halogen compounds and brominated flame retardants (BFRs)
would be weeded out gradually. The schedule set out for completely weeding out was
mostly between 2009 and 2010.

As one of the Compal customers, Dell, has already set Halogen Free specification on
products, requiring suppliers to import halogen-free manufacturing process. Thus, before
2009, Compal has already worked on associate questions in the manufacturing process
and material solutions, such as transformer bobbins, copper wire, insulation tape, epoxy
resin, flux used in the process, and materials of cleaning agents. They must be converted
into halogen-free materials and have the Cl and Br in homogeneous materials limited for
reaching the goal of PVC-free and BFRs-free process.

® Since 2009, Compal has launched PCBA reliability test for "halogen-free" solder paste by
the green lab. Only those materials passing the test may have the HF LOGO printed on the
motherboard and re-enter the process.

Compal holds reliability tests of product life cycles every year to ensure the reasonable
implementation of halogen-free and lead-free manufacturing process. The test time is
shown as below:

Phase II
Improve

Phase III
Sustain

Phasel ’-f >
Implement ] System Reliability Test
PCB PCB Reliability Test
Reliability Test Plan
Green Bom
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Scrap and Recycle

Enterprise planning to have truly effective implementation of green manufacturing must
consider the recycling and disposal at the end of product life cycle to implement and test
the concept of green design. In 2010, we are committed to source management in various
important control points of product life cycle.

The Qualification of Reseller
for example, Compal strictly reviews the qualification of recycling companies to reduce the
scrap amount and increases the reusing times in daily operations as described below:

ﬁhyslcélz’ - '
Inguire/Compare
5 t P : | Followu
! /Negotiate % A
Qualified \ Bidding V Process V

Trial Production and Testing of Machine Parts for Recycling

Since the R & D testing stage, Compal has built a machine and parts tracking information
system. In 2010 the cumulative number of 5,880 people have used and browsed detailed
records from this system. The procurement of materials and key components in research
and development processes can be re-used by other projects when identified as good
products. The amount of good material and reuse in 2010 is 1,598 pieces.

The samples would be recycled, repaired by the maintenance team, and then given to staffs
as working notebooks. The amount of NB recycled in 2010 is 1,525.

We have put it into work for many years in order to effectively improve the reuse of
materials performance.

Component Repair and Reuse

Since 2010, a more creative process team has been responsible for the test of PCB as well

as key components including CPU, panel, memory, hard drives, CD-ROM drive, battery etc.

in production line. After the repair, re-test, the components are again back to the
production line for use with amounting saved to 6.5 million dollars.

Packaging Reduction

Product transportation requires packaging materials to protect it from collisions. Compal
has reduced environmental impact of packaging materials.

We recommended the brand clients to change packing materials from EPE to molded

pulp in 2007. Molded pulp raw materials are from waste paper recycling and can be 100%
recycled and overlapping stacking that makes the amount placed in pallets increase 66 % to
effectively use the container space.

® In 2008, Compal was the first one applying the three-piece design molded pulp on
Netbook products in electronic industry. It was granted design patent in 2009 in China.

® In 2009, Compal had the industry-leading product packaging design with a single design,
one piece and bring each product 18% reduction in board area and have 15% more loading
capacity in average.

® In 2010,the original design of pizza box was replaced by the new design to reduce the
volume of product packaging. The loading capacity of 1000x1200 pallets can be increased
from 60 pieces to 84, an increase of 40 %.

® In addition, we provide the "Pulp mold" (with a nickname of dog bone) that can reduce
more than 80% of the packaging volume than the original paper cushion with the power
supply placed on the both sides. That can save 3 minutes of the assembly time per unit.

Classification and Treatment of Waste

If the wastages are not properly recycled, they may often have high pollution due to
open burning and dispose in mountains and wildness. So Compal authorized professional
qualified vendors to process these waste by type as below :

e General waste: mainly life garbage to be burned or buried.

e Resource waste: recyclable life garbage grew 90% in 2010.

e Industrial waste: contains paper box, IC trays, plastic waste, waste paper, packaging
materials, mixed metal etc.

The Waste Reduction Performance (Kilogram)

Waste Type General Resource Industrial Per Unit | Improved %
2009 367 40 22063 0.5744
1.3%
2010 351 77 25987 0.5669

With a positive progress of 1.3% for each products, we'll keep relevant actions.
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Employee Profile

The Labor Policy

Employee Welfares

Employee Activities

The Communication

Talents Cultivation and Development
Employee Health Care

Compal regards talents as our greatest asset, thus our
operation strategy has been focused on how to take care of
employees to allow them to work safely and happily. Employee
care is the primary mission of all management. Therefore, the
Company assists colleagues with mutual consensus as a team
and devotes efforts on creating a working environment of high
quality to have fellow workers give consideration to career,
family, and health.

Therefore, we continued to improve working conditions, legally
protect labor rights and solve labor disputes in order to reduce
cost to society, and improve our business performance to
achieve the ideal of win-win situation for both the employer
and the employee. Because we have recognized that in today's
information-intensive, highly competitive service-oriented
environment, people's creativity and personal initiative spirit
are the most important resources of competitive advantages.

While persuing the best profit, we accept the management
philosophy by primarily with Process, Goal and People. On
the other words, focusing on the diversified thinking with
humanism, and reviewing the needs of employee from time to
time.

Labor Policy

Compal constructed a labor policy with EICC as
enforcement criteria and continuously understands the
conditions of various countries and their life cultures
as a basis for establishing legal, fair, reasonable, and
effective personnel management systems.

® Equal Opportunities

® No Child Labor

® No Forced Labor

® Health and Safety

® No Discriminaiton

® Salary and Benefit

® Humanity Working Hours

® Discipline Regulations

® Freedom of association and Labor Bargaining
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Universities; Universities;

The number of employees has raised with the development of sales since 2006 and become
53538 persons in 2010 with a growth rate of 130%. They are mainly distributed in Taiwan 60.0%
and China. 50.0%

Colleges Colleges
60.00% v

Youth
colleges
30.2%

Youth
colleges
25.8% 40.00%

50.00%

Others
19.1%

a0 Graduate

Based on the principles of equality and reason, Compal salary standard is set based

on factors as education, job type, position, and work experience. With similar basic
qualification, the Company upholds the concept of “same job, same salary” and pays the
same to the both ganders.

Others
30.00% Graduate

10.3% schools

_ 20.00% 0.06%
' 10.00%
' 4

0.0% 0.00%

30.0% schools
10.5%
20.0%

10.0%

The Compal plant in Taiwan focuses on the researches and developments of technologies,
the staff consists of 67% men to 33% women due to difference of work type. Compal is
devoted to gender equity and does not determine employment opportunities according to
gender. The plants in China consist of 55% men to 45% women, which indicates that the
gander ratio has improved significantly.

Gender Ratio Gender Ratio
of employees in Taiwan of employees in China Plants

Number of employees in the past 5 years

= Male 45% 55% = Male
The average age of employees = Female = Female
60000 | 53538 in Taiwan is 29.2 years old with
AT - 43009 the level of education of or
34255 above high school. 89.8% of
40000 1 themgraduated from college and
so000 | 23262 23465 10.5% from graduate school.
20000 | The average age of employees in Labor Policy
China is 26.2 years old. 99.8% of . . ) . . .
10000 - the employees are of or above In addition to Taiwan, Compal has established subsidiaries in the U.S., China, Brazil, Poland,
. L7 | | | | high school degree and 50.7% of and Vietnam. Each sub5|d_|a.ry has set up labor standards accordl_ng to relevant local laws,
2006 2007 2008 2009 2010 them graduated from college and and all employment conditions conform to the laws and regulations of local country and
0.1% from graduate school. In region. N
addition, Compal welcomes employees from other provinces and countries to join Compal Equal Opportunities
and they will be guaranteed to be treated equally. Compal is particular about equal opportunities. Its policy makes an effort to ensure an

environment with no discriminations or harassments (including intimidations and threats),

Compal Corporate Social Responsibility Report 2010 44



despite the color, race, nationality, religion, politics, disability, age, gender, marital status,
or tendency of employee, applicant, client, supplier, or visitor.

In addition to commitment of equal opportunities, Compal and employees are liable to
follow the “Gender Equity in Employment Act”, and discriminations and harassments are
handled discreetly.

No Child Labor

Compal does not to employ child labor for all processes of manufacturing. “Child labor”
refers to those under the age of 16; however, employees under the age of 18 are not to
conduct works that may harm the body, mind, soul, or safety of minors, and obstruct
education and social development.

Compal will not conduct nor support the employment of child labor. Young laborers will
not engage in works that may risk their health, or physical, mental, psychological, moral or
social development, or interfere with their education.

No Forced Labor

Compal will not conduct forced labor, and any compelling, imprisonment or constraint
of labor and slavery by illegal contracts are not allowed. All works are voluntary, and
employees have the right to resign freely under the condition of reasonable notice.

Health and Safety
Compal is responsible for maintaining a safe working environment, and promises to achieve
the highest standards of safety and benefits for the entire employees.

No Discrimination

Compal respects the diverseness of different individuals in the world. The Company will
treat employees with respect and fairness, and clearly establish rules in the employment
management regulations to hire employees according to education level, morality,
ability, experience, and whether he/she is suitable for certain position or duty; there are
no employment rejections due to factors as gender, race, religion, politics, nationality,
tendency, and age.

Salary and Benefits
Compal assures that salaries are at the least consistent with the statutory minimum wage
standards and should sufficiently meet basic needs of individuals.

Wit G o Bl v e o osth"s Inralih, oo pAEyabead, metal, spieiual are expecied 1o report your conceres to MR department. This can be dooe
amunymously, and without fear of repricals.

Humanity Working Hours

Compal promises to comply with the working hours of local Labor Acts, pay close attention
to working hours of employees, and care for their work burdens by closely communicate
with the direct supervisors.

Discipline Regulations
Compal will not allow any behavior of lingual, physical or visual insult, harassment or
offense; all violent treatment or physical threats are prohibited.

Freedom of group association and Labor Bargaining

Compal respects all rights and freedom of individual parties to choose to participate in the
trade unions and be a representative in labor bargaining. The Company assures that this
individual representative will not be discriminated in the workplace.

Declaration of Compal Labor Policy

& No Forced Labor

COMPAL will not crgage in o support the use of forced labor, asy forced,
pridon or Indenfurcd labar, debt bendage is mot allawed.

®  Health and Safety
COMPAL is committed to achieving the highest standards of wellicss and
safety for all enplayees. We sre all responsibée for maintaining o safe
workplace.

®  Cownstamt Respect
AAmG-discrimineton, Recraitmered and Termimation)

COMPAL will vabae the diff: of diverse Individuals frem arcund the
weoeld. We will teeat ench other with respect amd faieness at all times, just as
e mith 1o b trvatod sursclves, Becruitment is canducted vin spen schoctise
and s basod on busimess rosmons, ssch as qualifications, talents and

achievermcmts, regardbos of race, gonder, age, seligion, astionality, os
political affiliation.

®  Compressarion & RemefT

COMPAL Is committcd to cnsure that wages pald always mect a1 beast kegal
minimuem standards and shall be sufficient to moct basic necds of persomnel.

Fuat i o, prmpdeyaes are sl prsmably lisble mader D Tarm ame
Rosbmar Lane o e Srwwad | g acesmmr st s vt ions 41 3008

& Workimg Hosrs

COMPAL is committed to comply with bocal laws stundards on working
Bours. Al overtisne work shall be vobuntary and be reimbarsed st @
premsum rate,

& Disciplinary Praoctices

Tiee paticy spplien ta il conplozre ol Compal o 4 ol avpectsof G COMEPAL will pot allow any abuslve, harassing er offemsive comduct,

ol momiom o ek tos e sed Somahions oF mplyresass welbing. wwattnar mabsl. elmbonl cc sheunl. Thrests or ota of vislencs or plorstcal
e it oo s ooty Porsiseres T imtimidation are prohibited.

T s ®  Freedow of Asseciation and Right to Collective Bargaining
Fugmad At iabt s Fodioy b bebog bumphemmratof

ol u COMPAL respects the right of 3l porsenmsed for form amd join trade usions
AN arrplarres act Prguid 1o Saliw s ot e Cecipany s Equal 7]

S I ~ S of thelr cholce and 10 bargain collectively. COMPAL evsure that

e prnsmre, erebop, plraet wed merber (e Paliey b ter e ol of swch are mot the subjeet of discriminatbon and
ety that s ach representatives have scoess o their members i workplace.

& N il Lsbar

Taking action 1o prevent problems amd protect COMPALS reputation is part

EOMIPAL will maot sagage i oo sugpert D s of <8 labor jander U age 5 P
s ey Var by ses ks Mt B Hliciy o of the COMPAL colure. If you sec posaible uncthical or illegal conduoct, yos

el e acial S bt o Rt with e ey o st
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Employee Welfare

The Company devoted its resources to take care of emploee, the various welfares system
being designed and executed by HR and ADM experrts in worldwide sites. The welfare
scope as below diagram :

Sa]ary Social
activities of
/Bonus departments

Employee Patent
innovation

recreation/
fitness center award
" o e

: Subsidies
Family for marriage
day @l and funeral J
= Certificates on
Em;::ﬁ{ee C""";:;m’"ts Birthday Prosperous the three major Retire
] art annual party c -
examination |ffl s activities | . party ) ) | holidays | erticates )
Grg;!pf:-‘:bt’ff /i Annual | Childbirth Association Group
ea | i
insurance | tour J allowances allowances J game

Salary and Bonus

We conduct salary comparisons annually of related positions in relevant industries to
establish competitive and appealing salary system.In addition to steady monthly salaries,
the Company also offers employee annual bonuses, patent innovation awards, monthly
performance and position assessment rewards for operators, and awards for productivity
breakthroughs. For example, the monthly patent invention award in 2010 has benefitted
371 persons with NTD630000, the half-yearly scholarships to employee's childred has
benefitted 240 persons with NTD340000.

Awards Operator Staff Manager
Outstanding Employee, Performance, Breakthrough, o
Productivity, Attendence
Project o o
Proposal, Year-End o o o
Repair o o
superiority, Retaining o

Insurance

From the day a new employee reports in for duty, the Company will pay his/her insurance
fees for endowment, occupational injuries, maternity, unemployment, and basic medical
insurance according to regulations of the local country and area to guarantee the employee
may work healthily and happily.

Attention and Care

Compal supervisors have to keep track of and support the physical health, working

status, and family conditions of the employees. In addition to paying close attention to
the overtime issue of the technology industry, the Company offers understanding and
improvement for employees with longer working hours and for those in need of assistance
due to accidents or emergencies. Compal will initiate fund raising events in order for the
employees to acquire care and support from colleagues other than the subsidiaries the
Company offers.

Leaves

Besides weekend and holidays, employees are allowed to take short time leave according
to different situations, such as personal, sick, menstrual, marriage, funeral, maternity,
paternity, annual, and supplementary leaves.

Welfare Committee

Compal is also committed to offer employees with a safe and comfortable working
environment which provides all facilities, including nursing rooms, staff cafeterias, and
centers for recreation and fitness. In order to provide staff various beneficial measures and
assist them in balancing better work and life, the “Employee Welfare Committee” planned
health examinations, association allowances, subsidies for marriage and funeral, education
subsidies for employees’ children, benefits on the three major holidays and Labor Day,
birthday certificates and parties, department feasts, fair days, family days, Christmas or
prosperous annual parties (including dinners, performances, prizes), and complements for
annual tours and arts activities. With the above, Compal anticipates employees may sense
the respect and care for each individual and give positive comments and feedbacks.

Full egipped and Safe Dormitory
For examplies of Taipei office, the restaurant with free dinner, the health center has
benefitted 12000 persons, The nurse room has benefitted 2880 persons. As for
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China plants, there are 15 dormitory buildings with full-equipped life and entertainment
facilities. Each floor is equipped with sanitation facilities and laundry service. There are also
cafeterias, supermarkets, barber shops, basketball courts, reading rooms, Internet areas, TV
rooms, and medical outpatient rooms, security station and "sunshine center" for talks with
employee for solve problems; meanwhile, to improve staff civilization quality and cultural
enrichment, a reading room and bookstore are established, we provide contact window

to protect the safety and management of the dormitory area with a comfortable living
environment that meet colleagues’ needs.

Employee Activities

In order to allow employees to have a healthy life with balanced physical and psychological
conditions, Compal not only offers excellent welfares, but also allots funds annually to
arrange various club activities and contests with the total amount up to NTD 70,480,000
and 20,141 participants. Furthermore, numerous environmental events were planned in
response to 2010 Green Policy, such as trivia games on environmental subjects in birthday
parties, environmental DIY gifts, family day beach cleaning, and low carbon activities during
prosperous annual events. The Company practices environmental education and actions in
staff events to enhance employees’ recognition toward environment conservation.

For the employees in Taipei who focus on research, development and global operation,
Compal plans events with content of physical abilities, esthetics, and intellect in addition
to the eight regular gatherings for the employees to join freely. There are social events of
departments to improve the relations between colleagues, subsidies for art activities and
advanced studies on language to encourage self-learning, and scholarships for employees’
children with excellent performance.

For the oversea staffs that focus on manufacturing and customer service, in order to

fulfill the corporate social responsibility of ensuring employees work with ease as well as
balanced body and mind. To adequately take good care of the large number of laborers, we
design activities wholeheartedly, such as spring outings that are held once a year with more
than ten different trip routes to allow employees to choose and participate separately. For
Chinese traditional festivals, we planed events for who left their hometown to encourage
them to work hard in the coming year.

There are also employee graffiti activities (with about 20,000 participants) to improve the
relations and mutual understanding between dorm mates and the cohesion of families live
together.

In order to enrich the leisure life of our employees, a competition activity would be held
every month, such as: cultural activities talent contest, jump rope race, tug of war, soccer,
basketball, and badminton with team participation to reflect the staff team cohesion and
enhance inter colleagues communication and interflow.

Active Silhouette
Collection
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The Communications with Employee

It is Compal's goal that the establishment of the labor communication platform, and

the feedbacks and information sharing between employees, and employer could catch
employees’ needs in time and solve issues promptly. The internal recruit information
release, in order to satisfy their feeling of achievement and enrich work contents, allow
employees to choose independently or apply for transfer to suitable positions. We put an
effort to ensure staff rights and harmony. The various communication channels that the
Company offers are as follows:

® The comment boxes : a channel that allow employees to express their opinions, Ex. "l
have something to say box" of RD, "the comment box" of welfare committee, "the staff care
box" of China plants; Staff Voice Email : hearing_compal@compal.com

® "The life committee" in the China plants, formed by candidates from every department,
monthly meets and discusses about employee's life issues.

® The “Sunshine Home” and caring lines offer interviews and consultations on the
employees' problems. We selected “Sunshine Seed” personnel to feedback thoughts and
feelings of employees and to adequately comfort their disturbance and anxiety, allowing
the Company to understand and help solve the difficulties encountered by employees.

® The General Manager Day, allows the junior staff to have face to face lunch with the
General Manager on sites

® The satisfactory surveys, quarterly anonymous questionnaires to collect issues of food,
dormatory, traffic .....etc.

@ Initiate active caring: supervisors express concern for the actual working status of
employees on-site or make appointments with employees for interviews to conduct
interactive communication.

® Carry out symposiums with school teachers regularly to counsel students and solve
problems in time.

Positive response to the analysis of employee opinions in 2010 :

Classification Taipei China Subtotal %
Business Trip - Hotel 0 9 9 4.6
Business Trip - Transportation 6 4 10 5.1
Meal Supplies 3 5 8 4.1
Work Equipment 2 1 3 1.5
Employee Welfare 28 0 28 14.2
Education Training 3 0 3 1.5
Environment Facility 72 2 74 37.6
Work Place Management 16 2 18 9.1
Network 16 2 18 9.1
Others 26 0 26 13.2

Subtotal 172 25 197 100.0

The Sunshine Home :

The process of employee comment treatment :

SteP Step

step
A e

HR and
relevant units
propose
solutions
together

Receive
problem/HR

Post solution

actively strategies and

understand
problem

handling results
on bulletin

N

N

2N

Compal Corporate Social Responsibility Report 2010 4 8



Talents Cultivation and Development

To adapt to the constant environmental changes of and the trends of globalization, Compal
has always made efforts to the cultivation and the development of talents, actively create
an atmosphere of continuous learning, construct a working environment for elaboration of
expertise, attract elites and talents, and establish employee recognition to work together
toward Compal objectives and individual goals of employees. In addition, the Company has
developed long-term plans to keep talents, and further cultivate key talents to adapt to
future changes in trends.

The Strategic learning and development system

Based on corporate culture, visions and strategies, in Compal's learning and development
system, we combine management philosophies, corporate policies, and HR development
strategies to establish training objectives which is expanded from organization to
departments and then to individual goals, defining the key points and items of training with
Compal seven major core functions, and develop the training for management function
and professional function simultaneously. Compal provides different tools and platforms
for employees to acquire various knowledge and skills. In addition, a credit system has
been organized as an indicator for training performance for employees to draw up their
individual learning blueprints accordingly.

The plants in China cooperated with Xi’an Jiaotong University and established the “Compal
Class, Xi‘an Jiaotong University” which until 2010 has offered 11 classes in which a total

of 280 employees have accomplished their education. In addition, the internal TOEIC
examination of the Company has enhanced the employees’ language abilities.

The combination of promotion, award and development for incentive

For employee development and talent keeping in the long term, Compal implements
periodically performance assessment and offers employees who perform excellently with
the promotion opportunities. Employee promotions are distinguished as administration,
engineering techniques, projects, management, and various channels according to
individual characteristics and professional skills. Aligning with affiliates in establishing

a transfer system has allowed employees to plan their future development in a familiar
territory and provided a space for extensive development and growth.

The Seven Core Functions and Various Courses of Talent Cultivation

7 Core
Ability

New Comer

Common

® Quality e Strategy
e Team Work e Staff Cultivation
® Service ® [nnovation

® Problems Analysis and Solution

® QOrientation
® On Job

® Company Culture
°60

Fundamental Administrative|| Professional | Supervising

® | ecture
® On Line English

® On Line Japanese
® On Line Viethnamese

Upgrade

® Subsidy for Advanced Study @ In House Trainer
® Subsidy for Language Courses® External Study

The Performace Management

Program :

Performance Review
Team Brainstorming

Promotion Goal
Manpower Plan Bonus
HR Strategy Retaining
Performance
Award Incentive Award

Talent Analysis Talent Analysis

Cycle

Retaining A
romotion

Performance

Award

Performance Review
Talent Analysis, Target
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The Employee Health Care

Based on the concept of humanism, Compal has done its utmost to protect employee
health care and established integrated mechanisms for proper management. Employ
health is no longer limited to protecting the body from threats of occupational hazards and
injuries, but more importantly it focuses on their nutrition, sporting habits, positive minds,
and prevention of potential diseases. Only employees with healthy bodies and minds are
able to bring Compal the maximum profit.

Employee Cafeteria and Restaurant

Compal has set up cafeterias and food and beverage shops to provide meals, which
undergo strict examinations regarding environment sanitation, nutrition, and so on. Right
after the renovation of the staff cafeteria in 2010, a “Cafeteria Satisfactory Survey” was
conducted and the result indicated a usage rate of 90% and acceptance rate of 83%. Among
others, the reasonable prices are the most appreciated.

Recreation and Fitness Center

Compal has set up employee recreation and fitness centers in Taiwan and China for
employees to use after work and on holidays to relieve pressures. The centers provide
workout equipment, such as treadmills, stationary bikes, and billiard tables with
professional trainers hired.

Park Adoption

In order to provide employees with a comfortable space for resting and relaxation, the
Company applied to take care of an urban park beside Taipei Headquarter and constructed
an environment-friendly park (Zhouzi eco-park No. 105).

Examination on Drinking Water

To provide employees with better drinking water quality, Compal adopts the reverse

osmosis method which can clear the non-organic matters, organics, germs, pyrogens, and

other particles dissolvable in water more effectively than other drinking water treatments.
Compal regularly arranges monthly examination for colon bacillus and total bacterial
counts and maintains all relevant records to ensure safety for employees.

Maintenance of Cooling Towers

In recent years, the Legionnaires’ disease has been the concern of the world because of

its high mortality rate and special infection routes. This type of bacteria spreads through
the cooling tower systems of buildings rather than normal routes of infection, Compal
maintains and cleans cooling towers every six months, apply certain preparation to restrain
bacteria, and enforce strict monitoring and control to prevent from bacteria spreading in
ventilation systems.

Building Cleansing

In order to eradicate pests, such as mosquitoes and rats, and avoid infections and spreading
of various potential diseases, Compal hires outsourcing specialists to clean and sterilize the
entire building every six months, the parking lot every quarter, and the employee cafeteria
every month. 3M’s eco-friendly neutral environmental agents are used in the whole process
which decreases the level of damage to the construction material and the environment.
The Company calls for employees to practice environment conservation and maintain the
cleanness of the surroundings to create a more comfortable working environment.

50
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8 Welfare and Feedback

Spontaneous Care,

Hsu Chauing Foundation
Compal Volunteer Associations
Donation and Sponser

Green Image Talks Campus
Overseas Commonweal
Community Feedback

The company upholds the concept of the ex-chairman, Mr. Hsu
Chauing, "taken from the community, giving back to society" to
be fully activated in not only various social charitable activities, but
also forming Compal Volunteer Team to call 3 typies volunteers of
Cherity, IT and Environment from internal, to perform social services
apart from offial working hours by providing study counselling and
guidance and assistance when kids participating public environmental
activities.

Continiously for the past 6 years, promoting "green image talks"
campus tour forum with "green" as the starting point. To share
crisis the earth facing with young people through the selected
environmental documentary, experts are also invited to discuss
face to face with young people on how to fulfill the responsibility of
a member of the global village to not only enrich the international
perspective of young people, but also provide funding to encourage
college students to organize social service groups to implement
environmental education in remote areas and join the social welfare
services.

Long term adoption of Zhouzi eco-park No. 105 in Neihu Technology
Park to feedback community, gain superior class of "Make
Environment Green Award" and "the best eco-park award" from Taipei
City Government; also, being qualified as "Outstanding Adoption Unit"
by Public Work Department of Taipei City Government.

Share and Feedback

Compal has branches all over the 3 Continents of Europe,
America and Asia, along with the business development,
regardless of what country and region we are, the Com-
pany has fulfilled the responsibility of an Earth citizen by
interacting with local residents, developing local communi-
ties and providing local employment and education oppor-
tunities.

The related unremitting efforts input being concerned
much by the Company as an important policy, it is not only
an ethical topic in practical, but also a must item to man-
age in complement with business expansion, and always be
one of the Company's corporate missions.



Hsu Chauing Foundation

Hsu Chauing Social Welfare and Charity Foundation were founded in 2000, mainly to promote the concept of the ex-chairman, Mr. Hsu Chauing , of caring for the vulnerable group and
kindness to help others. In hopes of contributing to the community with a more clear plan and direction, 140 million NTD donated by enthusiastic donors such as Kinpo Electronics,
Inc., Compal Electronics, Inc., Mr. Hsu Chauing , Mr. Hsu Shengxiong, Ms Cai Lizhu, Mr. Hsu Shengjie and thirteen other philanthropists was used to establish the foundation. It
supported all kinds of public welfare and services based on the ideal, people being supported since its establishment have been more much to count, the main events in 2010 being
generated as below :

Date Activities Date Activities

10/22 |Donated 50 Xitian Club puppets Figure Collection to the cooperated school 07/07 |Under the call of Wan Hai Lines Charity Foundation, we invited Fubon Charity
libraries. Foundation Xingtian Temple Foundation, Tzu Chi Foundation, Chang Yung-fa

10/05 |Donated “2010 Austria International Electronic Art Festival” Chinese Version of the Foundation, Wan Hai Lines Charitable Foundation to participate with Hsu Chauing
work of Mr. Lin Shumin in the event magazine to Egret Foundation. Charity Foundation to carry out cross-unit emergency relief operation seminars and

09/09 |The past emergency aids approved by the funds were paid by checks. The recipient hope emergency relief OP?raF'O”S can be more smoothly in our common efforts, so
should cash the check after receiving it to obtain the money needed. For this that more groups or families in need of help are able to get the timely help.
reason the time has been delayed so that the money is not immediately available. 06/30 |Due to the more and more users of Facebook and the habit to interact on
Moreover, there is also return postage after the receipt signed, resulting in some Facebook, Xu Chaoyi Charity Foundation established Facebook Fan at real time
problems. After the exchange the experience with other foundations and the to pass the foundation information timely and have a faster and immediate
discussion with the relevant units, the payment has been decided to be done by interaction with you.
remittance since September 2010. 06/24 |In order to enhance the opportunity for Kinpo-Compal Group affiliates colleagues

08/10 |The 10th Art & Business Award was held at Huashan Creative Park on August 7th. to participate in social care, vulnerable group services, and demonstrate corporate
In 2008, Kinpo Group sponsored the building of Danshui culture and arts education social responsibility (CSR) externally on behalf of the company club to enhance
center by Cloud Gate. Hsu Chauing Foundation sponsored "Formosa my home" corporate image. The Foundation has established the relevant regulations to
Environmental theater by the Paper Windmill in 2008, which had won the gold encourage affiliates to set up volunteer club to work together with the Foundation
medal and bronze medal respectively. for promoting the charitable philosophy.

07/28 |[The violinist and cellist in Jade Stringed Quartet are excellent domestic music 06/03 |The review of Year 2010 "New Taiwan kid, love in donuts" cross-border exchange
talents who had studied in German and were going to have five performances at programs and scholarships was held in the principal’s office in Zhongzhen
Tainan Municipal Cultural Center and four other places since September 3rd 2010. Elementary School on June 2nd and was successfully completed. Special thanks to
In order to encourage talented people, the Foundation funded sponsored Jade Zhongzhen Elementary School Principal Huang and Director Lin’s strong support
String Quartet partially for upgrading domestic music literacy. and assistance to enable the activities to select suitable students for the reward

and encouragement and hope the winners to get better and better.
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2010 Events List (3/3)

05/28 |The wireless technology service engineer, Mr. Xu Huaigian, in Compal who

is usually hard working and kind to people died due to lung cancer at about
3:00am on May 9th, leading the grief-stricken to his family and friends. Due
to the family of Huaigian are in need of assistance and help, the Foundation
in cooperation with Compal had a internal fund raising with more than 1100
colleagues participated and the total amount reached more than 2.20 million
to give a hand to the family of Xu.

04/15 |The cancer patient, "Doudou" helps his parents sell candy in Yunlin County
touched many people. The Foundation purchase 600 packages of candy to
share the heart full of love....

03/10 |The 300,000 dollars donated by Compal and Hsu Chauing Charity Foundation to
support "Dawn Fund" JinCEQei Girls High School, in hopes of helping students
in need immediately and providing assistance as well as appropriate support to
allow the students to have peace in mind for schooling.

03/10 |Donated Autumn Culture Publication for 500 books of "Sound With Love" to all
elementary school students in Fuxing Township of Taoyuan County, in hopes of
encouraging students to take additional honors.

01/26 |To help the students in the areas in need of education resource, National
Taiwan Normal University launched “2009 HopinglIDownload” "Candlelight 100
—the youth finding Confucius by his footprints" campaign, calling for a hundred
students from Taiwan, mainland China, Hong Kong and Macau to team up as
volunteers during the winter break for tutoring services in junior high schools
of remote areas. Hsu Chauing Charity Foundation sponsored this meaningful
event in particular for the smooth conduct of the activities.

01/12 |The final climax of academic counseling activities is bringing more than 30
students in Taoyuan to Taipei Neihu Vibo Telecom by their first close contact

with Vibo in life...

Compal Volunteer Associations

"Compal volunteers associations" was established seven years ago and has been leading
the vulnerable children to read good books in the weekends without stop to develop their
reading habits and ability to think independently for having future life skills. Respectively,
the volunteers use their holidays for weekend reading activities in elementary schools in
Taoyuan County. The following chart is the number of participating volunteers and served
students for the past 2 years :

15 165 312 14 173 297

The foreign mother's new Taiwan | _’ﬂ" ceeccccecceccccccec WE‘

child guidance programs. 'i T A T a. © T

The monthly children
reading activity in
Danshui Dist.,

Bali orphanage
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Donation and Sponser

Compal sponsored "Cultural Development Fund," "2010 Public Television College reading
volunteers club" and " 2010 Public Television 'Green Gallery Exhibition' campus seminar”
Chinese National Association of Industry and Commerce, Taiwan, National Cultural
Association, the Scholar dormitory construction Committee of Academia Sinica, Chinese
Institute of Engineer, Sinocon Industrial Standard Foundation, National Taiwan Sport
University 401 account of nationwide colleges and universities sport meet, Sunshine
Social Welfare Foundation, National Cheng Kung University Alumni Foundation, Chengdian
Foundation, Yushan Education Foundation, Chinese National Federation of Industries,
Neihu Police Department branch, Taipei City, Hsu Chauing Charity Foundation, "million
trees planting" activity of Himalayan Nature and civilization Conservation Association with
the expenses of about 15,610,000 dollars, and donated 20 computers for "Let love into the
tribes with no boundary between rural and urban to KPMG in 2010."

In 2010, sponsored 600,000 NTD in response to children's reading promotion activity, for
the past 4 years peformance as below :

Items / Year 2007 2008 2009 2010
Subsidy applied 5 12 14
by colleges
Schools pass . 1 SUSpaned 1
for subsidy application once due to
Regi fth - the global
eglgn of the service 5 11 economic crisis 12
(city or county)
Service provider 423 742 1190

"Green Image Talks" Campus

Keep for 6 consecutive years, in 2010, Compal sponsored 2.5 million NT dollars to hold
"Green Image Talks" college campus tour forum with Public TV, to promote environmental

education rooting, in hopes of communicating with those intellectual youth that are about
to enter the society. Each involved subject or topic discussed can be extended in a clear
direction rather than general activities or vague talks. In this forum, the discussion process
of every article or topic guided the thinking of each young student.

Participant/Year 2005 2006 2007 2008 2009 2010
Schools 4 4 6 4 4 4
Students 2420 2000 2000 2450 1650 1150
The Campus Tour of "Green Image Talks" :
Date of Forum School Topic Participants
2010.05.18 Kun Shan Uni. The Truth of Global 350
Warming
2010.06.04 Taiwan Uni. of The 6°C that changing the 300
Techonology world
2010.10.11 Tamkang Uni. Learn Recycling from Brazil 250
Chaoyang Uni. of |Truth That Unwilling to face
2010.11.02 Technology - Bottle Water 250

The volunteers reading activities

Up : Formosa University

Down : National Sun Yat-sen

University for community children.
ceccccccecccccceccccceee

Green Image Talks in Tamkang Uni.

teeecececceccecccccceeee
-:' By s
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Overseas Activities of Public Welfares

To implementation of the Corporation policy and goal seeting of corporate social
responsibility, colleagues in Kunshan, mainland China and Brazil are also active in local
social service to help the vulnerable group regardless of the race and color.

The volunteer club in the plant of display in Kunshan was established in 2009, the members
of the team complied with the management regulations to proceed the planning of social
welfare activities and participation.

e For the past 4 consecutive years, to help traffic orders for 10 continue days every year,
total volunteers reached to 165.

e A 7.1 In Yushu Earthquake, the volunteer club donated 224,135 RMB dollars, and sent
quilts, coat, and trousers to keep the compatriots in disaster area warm as photos.

The following are photos of colleagues in
Compal Brazil spontaneously donated and
organized volunteer service team to visit local
poor families in Jundiai City, held activities for
children and adults in the community to have a
happy Christmas on Christmas Eve.

Community Feedback

In addition to the participations in various activities, such as: Taipei Neihu Technology

Park Development Association and Association of Administrative Committees of Neihu
Technology Park, Compal supported local activities by the organization force and feedback
to the community. Compal spend about a million NT dollars to continuously adopt the
maintenance of Neihu Zhouzi Park which is located next to Compal building with 5123
square meters, echoing the promoted Taipei City Garden plan, since 2006, Compal actively
adopted for long-term to allow nearby residents and workers of Neihu Science Park to
access to quality leisure green environment and the place for decompression, and also
being qualified as Air Purification Area and Eco-Park by Taipei City Government.

e 11 small water fountains are located in front edge of the base by the sidewalk, floats
are used to detect water levels and timely inject the appropriate amount of water. The
adjustment with climate changes to achieve both purposes of water-saving and cooling
corners.

e Enable residents to enjoy beautiful seasonal flowers without going through traffic jams to
the outskirts, we planted several prunus campanulata, Yoshino Cherry and old Banyan trees
in foundation with periodically care by gardener and tree doctors.

e To provide a comfort space with leisure and asylum function, we special designd the
layout for safety with equipment and dropped resistance mats for children, wooden picnic
tables and chairs and a large lawn.

reeeeee

recececcceee
Through the care of community i .

residents' needs, we
integrated the multiple
benefits of the park as
Environment Conservation,
Technology, Aesthetics,
Ecology and Community
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B Contact Information

Please feel free to contact us regarding
any comment or concern.
Email: COMPAL_CSR@compal.com
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