
1 

Taiwan Cement Corporation 

Risk Management Policy and Principles 

Promulgated on 11
th
 Aug, 2020 at the 19

th
 Meeting of the 23

rd
 Board of Directors 

 

Chapter I Policy and Purpose 

Article 1 Taiwan Cement Corporation (the "Company") hereby establishes the Risk 

Management Policy and Principles (the "Policy") for the purpose of 

strengthening the corporate governance of the Company and its 

subsidiaries (the "Group"), establishing sound practices of risk 

management, controlling the risks that may arise from the Group's various 

operations within the acceptable limits, and achieving the goal of 

maintaining reasonable risks and rewards 

Chapter II Risk Management Organization 

Article 2 The Group's risk management organizations and the allocation of relevant 

authorities and responsibilities are as follows:  

1. Board of Directors (the "Board") 

(1) The Board is the highest decision making body regarding the 

establishment of an effective risk management mechanism and 

is responsible for the risk management of the Group. 

(2) The Group's comprehensive risk management strategy is 

subject to the Board's review and approval based on the 

Group's overall business strategy and operating environment. 

2. Risk Management Executive Committee 

The Risk Management Executive Committee (the "Committee") is 

responsible for implementing the risk management decisions 

approved by the Board, overseeing the establishment of the 

framework of the Group's risk management mechanism, reviewing 

the risk control reports submitted by various business units 

responsible for risk management within the Group, handling risk 

management related issues and overseeing the implementation and 

coordination of the overall risk management. 

(1) Organization 

This Committee shall have three (3) commissioners (the 

"Commissioners"). The majority of the Commissioners shall 

be independent directors and at least one of the 

Commissioners shall have the expertise in risk management. 
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(2) Operation 

The Committee shall convene committee meetings on a 

regular basis; the meeting shall be chaired by the convener and 

shall be conducted in a collegial manner. If the convener is 

unable to chair the meeting, the Commissioners in attendance 

shall elect from among themselves a chairperson for the 

meeting. 

(3) Executive Secretary 

The executive secretary of the Committee is responsible for 

assisting the Committee in its operations and reporting the 

overall progress and status of risk management to the Board 

on a regular basis. 

(4) Members from Business Functions 

The members from the business functions, which include the 

Human Resources Department, Research Department, Audit 

Office, Finance Department, Legal Affairs Department, 

Materials Department, Sales Department, General Affairs 

Department, Works Department, and the Board Secretary 

Office, are responsible for identifying relevant risks of the 

Company and proposing improvement and control measures 

so as to mitigate the identified risks. 

Chapter III Risk Management Principles 

Article 3 In order to evaluate the effectiveness of risk-management measures and 

continuously monitor the implementation of relevant practices, the Group 

has established the following risk management guidelines: 

1. risk management policies and principles; 

2. risk management organization and allocation of relevant authorities 

and responsibilities; 

3. risk identification and mitigation mechanisms; 

4. supervision, review, and reporting systems; and 

5. measures to enhance the risk awareness of the Group's employees. 

Chapter IV Risk Identification and Mitigation 

Article 4 The Group implements the relevant risk identification and management 

measures on different scopes of its business activities and in the areas of 

operation, finance, compliance, personnel, territory, information security, 

and ESG (environment, social and governance), which shall include but 

not limited to the following: 
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1. operational risks: changes in laws and regulations, market structure 

and demand, industry development and competition, personnel 

recruitment, product and raw material prices, production and 

manufacturing, and product research and development; 

2. financial risks: inflation, financing, investment, liquidity 

management, dividend distribution, exchange rate, interest rate 

hedging, leasing, and major capital expenditure; 

3. force majeure risks: fire, typhoon, torrential rain, earthquake, other 

natural disasters and pandemic; 

4. climate change: in response to the impact of climate change on 

business operations, the Company identifies the risks and 

opportunities of climate change in order to develop risk-response 

measures, evaluate the operational and financial impacts, and 

disclose information that specifically addresses issues relating to 

climate change; 

5. information security: risk management mechanisms for information 

security shall be established for the interactive use of business or 

transaction information to identify, evaluate, and control risks and 

reduce them to a tolerable level to ensure the continuity of the 

Company's operations; and 

6. occupational safety and health: the safety assessment of the work 

environment shall be conducted to identify the chemicals, repetitive 

operations, and abnormal workloads that may cause occupational 

safety and health risks. 

Article 5 Risk identification and analysis is the process of using information to 

determine the likelihood of a risk event occurring or not occurring, and to 

evaluate the impact of the results thereof on the Group. In conducting risk 

analysis, it is necessary to consider whether the existing internal controls 

can prevent risk events. The results of risk analysis shall be used to 

determine the level of risk (high, medium, or low) and provide the 

necessary information for risk assessment and risk response. 

Article 6 Objective setting is based on the results of risk identification, assessment 

and response, and the strategic planning of the Group's business units. In 

setting strategic objectives, the business units examine whether the 

objectives can be achieved and whether the risks associated with 

achieving the objectives are within the limits of risk tolerance. 

Chapter V Monitoring, Review and Reporting 

Article 7 The Committee shall measure and monitor the overall quality of risk 

management and submit risk control reports to the Board annually, and 

shall take immediate and appropriate measures and report to the Board if 

significant exposures are identified that could jeopardize the Group's 

finances, operations or compliance with the relevant laws and regulations. 
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Article 8 The Group shall incorporate relevant risk measures into its operating 

procedures when developing new products or new investment plans, and 

the Committee shall be responsible for the implementation and review of 

matters relating to the management of risks. 

Chapter VI Promoting Awareness of Risks 

Article 9 To strengthen the understanding of the Group's risk management policies, 

procedures, and risk identification among senior management, supervisors 

of business units, and employees, the Group shall hold regular risk 

management training and education or provide relevant information 

through the internal e-bulletin system, and include risk management in the 

performance reviews of senior management, supervisors of business units, 

and employees. 

Article 10 Employees can take the initiative to identify risks and present the findings 

at regular meetings regarding the potential risks inside and outside the 

organization. Where an employee's identification of relevant risks are 

concurred by the supervisor of the business unit as well as the Committee, 

and such risks factors are subsequently included in the Group's risk 

management checklists to improve the risk management system, the 

employee may receive applicable rewards or extra points in his/her 

performance evaluation depending on his/her contribution. 

Chapter VII Miscellaneous 

Article 11 This Policy, and the subsequent amendment thereof, shall take effect upon 

the approval of the Board. 


