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Article 1 % - %
Purpose B &7

Endorsement and guarantees made by the Company shall be subject to these Procedures.
Any matter not specified herein shall be subject to the Applicable Listing Rules.
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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 % - i%
Applicable Subjects i # # ]

1. Financing Endorsements and Guarantees:
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(A) Bill discount financing
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(B) Endorsement or guarantee made to meet the financing needs of another company.
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(C) Issuance of a separate negotiable instrument to a non-financial enterprise as security
to meet the financing needs of the Company.
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2. Customs duty endorsement/guarantee: meaning an endorsement or guarantee for the
Company or another company with respect to customs duty matters.
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3. Other endorsements/guarantees: meaning endorsements or guarantees beyond the scope
of the above two subparagraphs.
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4. Any creation by the Company of a pledge or mortgage on its chattel or real property as
security for the loans of another company shall also comply with these Procedures.
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Article3 ¥ = %
Subject of Endorsements/Guarantees  # & %32 ¥ %

The Company may, in order to fulfill its contractual obligations, provide mutual
endorsements/guarantees for another company in the same industry for purposes of
undertaking a construction project, or where all capital contributing shareholders make
endorsements/guarantees for their jointly invested company in proportion to their
shareholdings. Except for the above, the Company may provide endorsements/guarantees
only to the following companies:
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1. A company with which it does business.
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2. A company in which the Company directly and indirectly holds more than fifty percent
of the voting shares.
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3. A company that directly and indirectly holds more than 50 percent of the voting Shares
in the Company.
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Capital contribution referred to in the preceding paragraph shall mean capital
contribution directly by the public company, or through a company in which the public
company holds 100% of the voting shares.
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If the subject of endorsements/guarantees is a subsidiary whose net value is lower than
fifty percent of its paid-in capital, the Company shall adopt relevant measures for
subsequent management and supervisory control.
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In the case of a subsidiary with shares having no par value or a par value other than
NT$10, for the calculation of the aforementioned paid-in capital, the sum of the share
capital plus paid-in capital in excess of par shall be substituted.
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Endorsements/guarantees can be made between such companies of which the Company
directly or indirectly holds 90% or more of voting shares; provided that the amount of
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endorsements/guarantees shall not be more than 10% of the Company's net value except
for endorsements/guarantees between such companies of which the Company directly or
indirectly holds 100% of voting shares.
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Prior to the making of endorsements/guarantees between such companies of which the
Company directly or indirectly holds 90% or more of voting shares pursuant to the
preceding paragraph, the Board's approval must be obtained except for
endorsements/guarantees between such companies of which the Company directly or
indirectly holds 100% of voting shares.
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"Subsidiary" and "parent company" as referred to in these Procedures shall be as
determined under the Regulations Governing the Preparation of Financial Reports by Securities
Issuers.
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Where the Company’s financial reports are prepared according to the International
Financial Reporting Standards, the "net worth™ as mentioned in these Procedures means
the balance sheet equity attributable to the owners of the parent company under the
Regulations Governing the Preparation of Financial Reports by Securities Issuers.
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Article 4 % = i%
Limits of Endorsements/Guarantees % 2 %32 (i A

1. The total amount of the Company’s liability in respect of endorsements/ guarantees
cannot exceed forty percent of the Company’s net value in its most recent financial
statement, and the endorsements/guarantees for an individual entity cannot exceed
twenty percent of the Company’s net value in its most recent financial statement. The
aggregate total amount of endorsements/ guarantees by the Company and its
subsidiaries 1s capped at 50% of the Company’s net value, and the
endorsements/guarantees for an individual entity is capped at 30% of the Company’s
net value. If the above aggregate total amount exceeds 50% of the Company’s net value
in its most recent financial statement, the Company shall explain at a general meeting
the necessity and reasonableness therefor.
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2. Where endorsements/ guarantees are provided for an entity due to the business
relationship of the Company, in addition to the requirements of the above paragraph,
the amount of the individual endorsement/guarantee in respect of the business or
company cannot exceed the business transaction amount between the parties. “Business
transaction amount” refers the amount of purchases or sales between the parties,
whichever is greater.
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Article5 ¥ 7 %
Determination and Authorization - 2 348 k& &

1. Endorsements/Guarantees by the Company shall be approved by resolutions of the
Board. If the Company has an Audit Committee, the opinions of the Independent
Directors of the Audit Committee shall be fully considered, and the approval or
objection thereto as well as the reason for objection shall be recorded in the minutes of
the Board meeting. The Board may authorize the Chairman to approve in advance any
endorsements/guarantees which are less than ten percent of the Company’s net value in
the most recent financial statement and report the same to the the most recent Board for
rectification after the fact.
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2. In case the Company needs to conduct endorsement/guarantee in excess of the limits
set out in these Procedures to satisfy its business requirements, the Company shall
obtain approval from the Board and half or more of the Directors shall act as joint
guarantors for any loss that may be caused to the Company by the excess
endorsement/guarantee. The Company shall also amend these Procedures and submit
the same to the general meeting for ratification after the fact. If the general meeting
does not approve, the Company shall adopt a plan to discharge the amount in excess
within a given time limit. If the Company has established an Audit Committee, the
opinions of the Independent Directors of the Audit Committee shall be fully considered
by the Board in the above meeting, 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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3. If, as a result of changes of condition, the entity for which an endorsement/guarantee is

made no longer satisfies the requirements of these Procedures or the amount of
endorsement/guarantee exceeds the limit, the Company shall adopt improvement plans
and submit the improvement plans to the Audit Committee for review, and shall
complete the improvement according to the timeframe set out in the plan
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Procedures for Making Endorsements/Guarantees

1.

The entity for which the endorsement/guarantee is made shall complete and submit an
“Endorsement/Guarantee Application” to the financial department of the Company.
The financial department shall evaluate the risk and prepare written record to be
approved by the general manager and the Chairman and implemented in accordance

with the resolutions of the Board.
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2. The financial
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department shall conduct credit investigation on the entity for which

endorsement/guarantee is made and conduct risk evaluation, which shall include the
following:
PMAFEH 4R E RS P T

(A) The necessity of and reasonableness of the endorsements/guarantees.
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(B) The necessity of the amount of endorsement/guarantee based on the creditstatus
and risk assessment of the entity for which the endorsement/guarantee is made.

MARF TR NP MR REFE S L A AT LR o

(C) Whether the accumulative endorsements/guarantees amount is within the limit
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(D) For endorsement/guarantee due to business relationship, whether the amount of

endorseme nt /guarantee and business transaction amount are within the limit
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(E) Risk on the operations and financial conditions of the Company and impact on the
rights of the Members.
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(F) Whether collateral should be obtained and the appraised value of the collateral.
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(G) Credit investigation report and risk evaluation record shall be attached.
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3. The financial department shall prepare a memorandum book for the Company’s
endorsement/guarantee activities and record in detail the following information for the
record: the business or company for which the endorsement/guarantee is made, matters
of endorsement/guarantee, result of risk evaluation, the amount, the date of Board
approval or of authorization by the Chairman, content of the collateral as well as terms
and date for discharge of liability
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4. The financial department shall evaluate or identify loss contingencies of the
endorsements/guarantees  and  disclose  information  relevant to  the
endorsements/guarantees as appropriate in the financial statement, and shall provide the
relevant information to a certified public accountant for adoption of necessary audit and
preparation of the audit report.
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5. Where the entity for which the endorsement/guarantee is made later becomes
non-conformity with the requirements set forth under Article 3 of these Procedures, or
if the amount of endorsement/guarantee exceeds the limit due to changes in the basis of
calculation, the endorsement/guarantee made for the business or entity or the portion
exceeding the limit shall be cancelled upon expiration of the contract or within a
timeframe specified in a plan adopted by the Company. The relevant improvement plan
shall also be submitted to the Independent Directors of the Audit Committee and
reported to the Board.
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Article 7 % =
Discharge of Endorsements/Guarantees FEipEad

6



HIROCA HOLDINGS LTD.
}% %#ogrb S IREEA S
Procedures for Making of Endorsements and Guarantees

FEErEFTERE
20190325% % ¢ ~ 20190531% 4. ¢

1. If upon full repayment of debt or renewal due to extended term the relevant
identification or negotiable instrument for an endorsement/guarantee needs to be
cancelled, the entity for which the endorsement/guarantee is made shall, together with a
formal request letter, submit the relevant identification of the original
endorsement/guarantee to the Company’s financial department, and the financial
department shall affix the “cancellation” seal onto the identification and return the
same. The request letter shall be kept by the Company for record.
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2. The financial department shall from time to time record the cancellation of
endorsement/guarantee into the memorandum book for endorsements/ guarantees to
reduce the amount of endorsement/guarantee.
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Article 8 % ~ i
Safekeeping and Procedures for Chop Ergikd 2 2 5

1. The Company shall use a specific corporate chop as the dedicated chop for
endorsements/guarantees. The chop shall be kept in the custody of a designated person
approved by the Board and may be used to seal or issue negotiable instruments only in
prescribed procedures.
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2. To meet the necessity if soecific transaction, the Board may authorize the designated
person to sign the guarantee and/or the documents relating to guarantee.
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When making a guarantee for a foreign company, the Company shall have the Guarantee
Agreement signed by a person authorized by the board of directors.
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Article9 ¥ 4 i
Internal Audit p #8512

1. The internal audit staff of the Company shall at least on a quarterly basis audit the
implementation and execution of these Procedures and shall prepare a written record.
The internal audit staff shall immediately notify the Independent Directors of the Audit
Committee in writing upon discovery of any material violation.
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2. The Company shall comply with these Procedures in making endorsements/guarantees.
In case of material violation, the manager or person-in-charge shall be sanctioned
depending on the seriousness of the offense.

AXPREF L RHEMREAMMAYL > WwFRE X ERFE > RAREF R 1Y
Ja 53R A ;#‘ﬁ

Article 10 ¥ - %
Public Disclosure of Information 22 ¢ 3

The Company shall, prior to the tenth day of each month, publicly disclose the
Company’s and its subsidiaries’ endorsement balance for the previous month.
Where such balance reaches one of the following thresholds, disclosure shall be made
within two days from the day of occurrence of such event:
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1. The endorsement balance of the Company and its subsidiaries reaches fifty percent of
the Company’s net value in the most recent financial statement.
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2. The endorsement balance of the Company and its subsidiaries in respect of a single
business or company reaches twenty percent of the Company’s net value in the most
recent financial statement.
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3. The endorsement balance of the Company and its subsidiaries in respect of a single
business or company reaches Ten Million New Taiwan Dollars and the total amount of
the Company’s endorsements/guarantees, long-term investment and loan for the
business or company reaches thirty percent of the Company’s net value in the most
recent financial statement.
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4. The newly made endorsements by the Company or its subsidiaries reach Thirty Million
New Taiwan Dollars and five percent of the Company’s net value in the most recent

financial statement.
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If any subsidiary of the Company is not a public company in the Republic of China, the
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Company shall make the appropriate disclosure if such subsidiary qualifies item
4 of preceding paragraph.
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Article 11 % - - i¥

Control and Management of Endorsements/Guarantees by Subsidiaries
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Where a subsidiary of the Company intends to provide endorsement/guarantee for
another, the Company shall instruct the subsidiary to adopt and adhere to procedures for
making endorsements and guarantees in accordance with these Procedures. A subsidiary
shall use the chop registered with the local authority where it was incorporated as
designated chop for endorsements/guarantees.
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Article 12 % -+ - i%
Implementation and Amendment g % &2 i3 37

Any amendment of the Procedures shall be effective upon review of the Independent
Directors of the Audit Committee and approval by the Board, subject to the approval by
a general meeting. Any objection by the Director which is recorded or in writing shall be
submitted to the Independent Directors of the Audit Committee.
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The amendment of Procedures pursuant to the preceding subparagraph shall be approved
by one-half or more of all members of the Audit Committee and then submitted to the
Board of Directors for approval. In the event that the amendment of Procedures is not
approved by one-half or more of all members of the Audit Committee, the Board may
still pass such amendment upon approval of two-third or more of all members of the
Board, and record the resolution of the Audit Committee in the minutes of the Board of
Directors. "All Members of the Audit Committee and All Members of the Board " as
referred to above shall be calculated as the number of members actually in office.
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