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Purpose

To provide guidelines for transactions with related party, group and specific company in order to ensure

those transactions have complied with related regulations.
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2. Risk

2.1 Intercompany transaction is not approved by authorized person or the terms of the transaction are
not in an arm’s length.

2.2 Significant intercompany transaction is not approved by the board of directors.

2.3 Intercompany transaction is not in compliance with the “Acquisition or Disposal of Assets
Procedures”, “Endorsement and Guarantee Procedures” and “Loan Procedures”.
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3. Policy

3.1 The Company considers an entity is a related party when one or more condition existed between
the Company and entity.
3.1.1 A person or a close member of that person's family is related to a reporting entity if that
person:
(i) has control or joint control over the reporting entity;
(ii) has significant influence over the reporting entity; or
(iii) is a member of the key management personnel of the reporting entity or of a parent of the
reporting entity.

3.1.2 An entity is related to a reporting entity if any of the following conditions applies:
(i) The entity and the reporting entity are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others).
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(ii) One entity is an associate or joint venture of the other entity (or an associate or joint
venture of a member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the
third entity.

(v) The entity is a post-employment defined benefit plan for the benefit of employees of either
the reporting entity or an entity related to the reporting entity. If the reporting entity is
itself such a plan, the sponsoring employers are also related to the reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a) has significant influence over the entity or is a member of the
key management personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a part, provides key management
personnel services to the reporting entity or to the parent of the reporting entity.

3.1.3 Accounting Department compiles and reviews the related party list quarterly. The list is

populated from the following information.

New customer and vendor disclose if a related party existed between the Company and
customer or vendor. When the new customer or vendor answers yes, the accounting
supervisor reviews the relationship and confirms the accuracy of information.

When the Board approves an investment, Accounting Department or designee reviews the
investment agreement. If the agreement is an equity instrument or warrant, Accounting
supervisor evaluates the controlling stake (percentage of ownership) and significant influence
over the invested entity.

Accounting supervisor prepares customer and vendor list with annual transaction equal to or
greater than $120,000. The list is forwarded to the Company Board, Executive, and Senior
Management (Department Vice President and Director.) The list recipient reviews the list and
marks the Company customer or vendor that the individual or immediate family member
(spouse and children) has a significant investment (greater than or equal to $120,000) or
influence over the entity. The populated customer and vendor list after the survey are
forwarded to GROUP CFO. GROUP CFO assesses the arm length relationship and influence to
determine if an entity is considered as a related party.

GROUP CFO presents the related party to the Board annually after the list is compiled. The list
is also used by Accounting Department. Accountant reconciles the inter-company transaction
and consolidates them for the monthly reporting. Accounting supervisor quarterly compile
and report related party transaction. The related party transaction as followed.

e purchases or sales of goods
e purchases or sales of property and other assets
e rendering or receiving of services
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Accounting Department reviews the list and consults with the General Counsel as needed to

disclose commitment and intangible assets transfer to disclose.

e |eases

e transfers of research and development

e transfers under license agreements

e transfers under finance arrangements (including loans and equity contributions in cash or
in-kind)

e provision of guarantees or collateral

e commitments to do something if a particular event occurs or does not occur in the future,
including executory contracts (recognized and unrecognized)

e settlement of liabilities on behalf of the entity or by the entity on behalf of another party

The related party endorsement, guarantee, and loan are complied with the Management of
Endorsement and Guarantee and Loan of Others Policies. The acquisition and disposal of
capital assets are complied with the Company Asset Management and Acquisition to Control
Policy.

The related party transaction is reconciled, disclosed, and reported to the Board for
consideration and approval before disclosing in the Company financial statement.
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3.1.4 The company engages in sales, purchases, services, or technical transactions with related parties. It is
anticipated that the annual transaction amount will reach five percent of the company's most recent consolidated
total assets or the most recent annual consolidated net sales revenue. Except as provided in the guidelines for
the acquisition or disposal of assets by public listed companies, or transactions between the company and its
parent company, subsidiaries, or among subsidiaries, the following information should be submitted to the
board of directors for approval before conducting transactions:

(1) The items, purpose, necessity, and expected benefits of the transaction.

(2) Reasons for selecting related parties as transaction counterparts.

(3) Principles for calculating transaction prices and the maximum expected annual transaction amount.

(4) Explanation of whether the transaction terms comply with normal commercial terms and do not harm the
interests of the company and shareholders.

(5) Restriction conditions and other important contractual terms of the transaction.
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For transactions with related parties mentioned above, the following matters should be reported to the most recent
shareholders' meeting after the end of the fiscal year:

(1) Actual transaction amount and conditions.

(2) Whether the transaction was conducted in accordance with the transaction price calculation principles
approved by the board of directors.

(3) Whether the annual transaction amount limit approved by the board of directors was not exceeded. If the
transaction amount limit has been exceeded, the reasons, necessity, and reasonableness should be explained.
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3.1.5 When the company acquires or disposes of real estate or its right of use assets from related parties, or engages
in transactions involving other assets with related parties where the transaction amount reaches twenty percent
of the company's paid-in capital or exceeds three hundred million New Taiwan Dollars, the following
information must be submitted to and approved by the board of directors and the audit committee before
signing the transaction contract and making payments :

(1) A valuation report issued by a professional appraiser as required by regulations, or an auditor's opinion.

(2) The purpose, necessity, and expected benefits of acquiring or disposing of assets.

(3) Reasons for selecting related parties as transaction counterparts.

(4) Relevant information on the reasonableness of the proposed transaction conditions according to Articles 16
and 17 of the Regulations Governing the Acquisition or Disposal of Assets by Public Companies.

(5) Matters such as the original acquisition date and price by the related party, the transaction counterpart, and
their relationship with the company and related parties.

(6) Cash flow forecasts for each month of the upcoming year starting from the anticipated contract month, and
an evaluation of the necessity of the transaction and the reasonableness of fund utilization.

(7) Restriction conditions and other important contractual terms of the transaction.

(8) An opinion issued by an accountant commissioned to assess whether the related party transaction complies
with general commercial conditions and does not harm the interests of the company and its minority

shareholders.

For transactions involving the acquisition or disposal of real estate, equipment, or the right of use of assets where the
transaction amount reaches twenty percent of the company's paid-in capital or exceeds three hundred million New
Taiwan Dollars, a valuation report issued by a professional appraiser must be obtained. If the difference between the
valuation result and the transaction amount exceeds twenty percent of the transaction amount, the opinion of an
accountant should be sought regarding the reasons for the difference and the reasonableness of the transaction price.
Moreover, the approval of two-thirds or more of the attending directors at a board meeting where more than half of
the directors are present is required. If the actual transaction price for acquiring real estate or its right of use assets is
higher than the assessed transaction cost, and objective evidence cannot be provided, along with specific reasonable
opinions from real estate appraisal professionals and accountants, the board of directors should thoroughly assess
whether the transaction harms the interests of the company and shareholders and reject the transaction if necessary.

For related-party transactions meeting the following conditions, even after approval by the board of directors, the
information specified in the first paragraph should still be presented for approval at the shareholders' meeting, and
shareholders with conflicts of interest shall not participate in the voting:

(1) The company or its subsidiaries not publicly listed domestically engage in transactions as specified in the first
paragraph, and the transaction amount reaches ten percent or more of the company's total assets.

(2) According to the Company Law, the Company's Articles of Association, or internal operating procedures,
transactions with significant impact on the Company's operations or shareholders' equity shall be disclosed.

If the Company conducts transactions with related parties falling under the aforementioned criteria, the actual

transaction details (including actual transaction amounts, transaction terms, and other relevant information) shall be
reported in the most recent shareholders' meeting report after the end of the fiscal year. If the Company has established
an audit committee, matters subject to approval by the supervisor according to this provision shall be approved by more
than half of all members of the audit committee, and a resolution shall be proposed to the board of directors, applying
the provisions of Article 6, paragraphs 4 and 5, of the Regulations Governing the Acquisition or Disposal of Assets by

Public Companies.



