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The Procedures are established to manage the derivative products transactions of
the Company for purposes of managing the Company’s revenue and expenses,
assets and liabilities, for reducing risks produced by changes in foreign exchange or
interest rates and for enhancing competitiveness of the Company.
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Unless otherwise defined in the Procedures, any capital letters as used in the
Procedures shall have the same meanings as defined in the Articles of Association
of the Company (as amended or substituted from time to time; hereinafter
"Articles").
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Article 2 Legislative Basis ;% £ &3
¥
The Procedures are established pursuant to the Applicable Listing Rules.  Any
matter not specified herein shall be subject to the Applicable Listing Rules.
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Article 3 Applicable Subject i * # &
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The Procedures are established as reference for the Company to implement
Derivative Products and spot foreign exchange transactions.
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1. “Derivative Products” refers to transaction contracts (such as forward
contracts, options contracts, futures contracts and swap contracts, as well as
compound contracts combining the above products) whose value is derived
from assets, interest rates, foreign exchange rates, indexes or other interests.
ﬂxﬁﬁphhﬁ,j BT ]vjt R ,a#ﬂ_“ ,% i o Ag S E XN \#%g{_g\}_,ﬂ "



Article 5
¥ I

Article 6
¥ - iE

Koja (Cayman) Co., Ltd.
FEMRE )L DT
Procedures for Derivative Products Transactions
ﬁiﬁﬁﬁﬁ&iiﬁ¥ﬁﬁ

FEEFETFE2 222 HePEY ~FH/E D~ 2 FL
ﬁﬁ%—ﬁﬁ*’wb*ﬁﬁi)

2. The term "forward contracts™ does not include insurance contracts,
performance contracts, after-sales service contracts, long-term leasing
contracts, or long-term purchase (sales) agreements.
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3. “The Group” refers to the Company and all its subsidiaries defined in
Regulations Governing the Preparation of Financial Reports by Securities
Issuers.
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4. Matters relating to bond guarantee transactions shall be subject to the relevant

rules set forth in the Procedures.
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Management (Hedging) Strateqy & ¥ (G'& )ik

The Company conducts the Derivative Products transactions only based on the
hedging principles. Accordingly, the types of the Derivative Products for the
transaction shall be related to the Group’s assets, liabilities or anticipated impact
caused by changes to the prices, interest rates or exchange rates relating to the
estimated total net assets and liabilities in foreign currency of the Group so as to
reduce the overall risk of the Group.
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Separation of Powers and Responsibilities # § $]14

Staffs responsible for Derivative Products transactions are divided into the
following:
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1. Trading Staffs = % + &
(A) In charge of the preparation of the strategy relating to all of the Company’s
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financial products transactions;
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(B) The trading staffs shall, at least twice a month, prepare a table of
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calculation positions and compile market data to undertake trend analysis
and risk evaluation as well as prepare operation strategies to be approved
by the authorizing supervisor as reference for the trading.
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Execute in accordance with authorized scope and the established strategy.
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When the financial market experiences material change such that
established strategy is no longer applicable as determined by the trading
staffs, the trading staffs may at any time prepare an evaluation report and
establish a new strategy to be approved by the Chairman as reference for
the transactions.
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2. Accounting Staffs ¢ 3+ 4 £

(A)
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Confirm a transaction.
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Review to confirm that the transaction has been conducted within the
authorized scope in accordance with the established strategy.
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Conduct evaluation on a monthly basis and provide the evaluation report to
the Chairman.
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Attend to accounting matters.
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3. Closing Staffs: execute closing-related tasks.
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The trading staffs of the Derivative Products cannot also be appointed as the staffs
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responsible for confirmation and closing.
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Transaction and Authorization Limits 3 ¥ %4,3E 2 3R

1. The total transaction amount for contract relating to hedging operations cannot
exceed the need for foreign currency based on the actual amount of the Group’s
total net assets and liabilities (including the estimated total net assets and
liabilities in the next 6 months).
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2. Authorization Limit:
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Single transaction Overall transaction amount limit
amount limit BEGFH
Hi2 4354+
Chief USD 500,000 USD 3,000,000
Financial | USD50 @ ~ USD 300 § ~
Officer
Pk &
President | USD 3,000,000 70% of the amount of the Group’s total
TE L USD 300 § ~ net assets and liabilities
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Limits for Overall and a Singlet Contractual Loss 2287 i w3 354 + *2

The Company conducts the Derivative Products transaction based on the hedging
principles. Where the overall and individual contract losses shall not exceed 20% of
the contractual sum.
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The transactional bank shall be selected among financial institutions with
excellent credit, larger operational scale and expert knowledge.
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Due to the fact the prices of the Derivative Products fluctuate in the market
which may result in a loss, the Company shall adhere to the hedging or
non-hedging principles upon establishing a hedging or non-hedging position
and shall strictly comply with the rules relating to the limits of loss.
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Fluidity is divided into product fluidity and cash fluidity. The Company shall
take into consideration product fluidity and popularity of the product and shall
monitor the cash flow of the Company to ensure that closing can take place as
required by each transaction in respect of cash fluidity.
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Operations T¥ 2 %+ ¢

(A) Risk should be avoided by ensuring that the Company’s authorized limits
and operational procedures have been duly complied with, and such
procedures shall be incorporated into the Company’s internal audit
process.
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(B) The trading staffs of the Derivative Products cannot also be appointed as
the staffs responsible for confirmation and closing.
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(C) Staffs responsible for risk determination, monitoring and control shall be
in a different department from the staffs set forth under Subparagraph (B)
above and shall report to the Board or an executive manager or supervisor
who is not responsible for trading or hedging position policy-making.
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(D) The positions held in respect of Derivative Products transactions shall be
evaluated at least once a week; provided, however, hedging transactions
based on operation need shall be evaluated at least twice a month. The
evaluation report thereof shall be submitted to an executive manager or
supervisor authorized by the Board.
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5. Legal #7223 &
Any material contract relating to the transaction shall be reviewed by the legal
department or a Iegal consultant in advance to avoid risk in the future.
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6. ProductRisk 7 &k &2 ¥4 &
The staffs in charge of the Derivative Products transaction shall have full and
accurate expert knowledge to avoid loss caused by the misuse of Derivative
Products.
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Article 10 Internal Audit p $8fE+%
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1. The internal audit staffs shall periodically be familiarized with the sufficiency
of the internal audit in respect of the Derivative Products transactions and shall
conduct an audit, on a monthly basis, on the trading department to check on its
compliance with the Procedures, analyze the transactional cycle and produce an
audit report.  If a material violation is discovered, the Audit Committee shall
be notified in writing and relevant staffs shall be sanctioned based on the
seriousness of the violation.
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2. The internal audit staffs shall, prior to the February of the following year,
provide the audit report, together with the annual internal audit, to the
Securities and Futures Bureau ("SFB") of the Commission for registration and
shall, no later than the May of the following year, report to the SFB of any
improvement made to irregular circumstances.
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Article 11 Evaluation Method % #f iz * ;N
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1. The board shall authorize executive managers or supervisors to periodically
monitor and evaluate the Derivative Products transactions, ensure that they are
executed in conformity with the Procedures, and verify whether any risks borne
by the Company are within authorized scope. Any irregularities indicated in
the market price evaluation report (i.e. if the hedging positions exceed the limit)
shall be immediately reported to the Board of Directors and appropriate
measures shall be taken.
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2. The hedging positions for the Derivative Products transaction shall be evaluated
at least once a month, except where business needs dictates that such evaluation
be made twice a month. The evaluation report thereof shall be submitted to an
executive manager or supervisor authorized by the Board of Directors.
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Article 12 Supervision and Management of the Board of Directors ¥ % €2 ¢ 2
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1. The Board of Directors shall appoint executive managers or supervisors to
monitor and control the risks relating to Derivative Products transactions in
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accordance with the following principles:
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(A) Periodically evaluate whether the current risk management measures are
appropriate and in conformity with the Applicable Listing Rules and the
Procedures;
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(B) Monitor trading and loss; where an irregularity is discovered, appropriate
and necessary measures shall be taken and the Board shall immediately be
notified. If the Company establishes an Audit Committee, the
Independent Directors of the Audit Committee shall be present in the
Board meeting and state their opinions.
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(C) Periodic evaluation of the performance of the Derivative Products
transaction to determine whether it is in conformity with the operation
strategy and whether the risk borne by the Company is within the
authorized scope.
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(D) The Company's Derivative Products transactions handled by relevant staffs
authorized in accordance with the Procedures shall be subsequently
reported to the Board of Directors in the nearest Board meeting.
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Public Announcement and Declaration =« ¢ 3

1. The Company shall on a monthly and prior the tenth day of each month input

the required information based in standard form into a reporting website
designated by the SFB of information relating to the Derivative Products
transaction up to the end of the preceding months conducted by the Company or
any of its subsidiaries which is not a public company within the ROC.
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2. Where a Derivative Products transaction exceeds the overall or single loss limit
set forth in the Procedures, relevant information shall be submitted to a website
designated by the SFB within two days from the day of such occurrence.
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Implementation Procedures it ¥ 2 &

1. Trading staffs shall, based on bank’s receipt, complete the Derivative Products
transaction slip to be approved by the department supervisor.
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2. The closing staff shall, based on the Derivative Products transaction slip and
specifications, confirm the details of each transaction with the transactional
bank for approval by the department supervisor.
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3. Any cash revenue or expenses resulted from the operation of the Derivative
Products shall be immediately submitted to the accounting department for
recordation in the accounting book.
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Safekeeping of Information F#lz2 &%

Written record shall be established for Derivative Products transactions and the
type, amount, date of Board approval, evaluation report and matters of evaluation
pursuant to Article 10(1) and Article 10(2) shall also be included in such written
record.
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Internal Audit p FR#E4%

The internal audit staffs shall periodically be familiarized with the sufficiency of
the internal audit, and shall conduct an audit, on a monthly basis, on the trading
department to check on its compliance with the Procedures, analyze the
transactional cycle and shall include its findings in the annual audit report to be
submitted to the SFB prior to the end of February of the following year.
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Implementation and Amendment § * 8 i3 3+

The Procedures and any amendment thereof shall be effective upon approval by the
Board and review of the Independent Directors of the Audit Committee, subject to
the Ordinary Resolution in the general meeting. Any objection by the Director
which is recorded or in writing shall be submitted to each of the Independent
Directors of the Audit Committee.
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The comments of each of the Independent Directors of the Audit Committee shall
be fully considered by the Board of Directors during deliberations pursuant to the
preceding subparagraph, and the concurring or objecting position of the
Independent Directors and any objection reasons shall be clearly recorded in the
Board meeting minutes.
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