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Section 1 — Purpose

Article 1

In order to effectively manage the risks arising from the Company’s engagement in
derivative products trading, these Procedures are hereby established.

Any matters not covered herein shall be handled in accordance with the relevant laws

and regulations.
Section 2 — Trading Principles and Policies

Article 2 — Types of Transactions

For the purposes of these Procedures, “derivative products” refers to forward
contracts, options contracts, futures contracts, swap contracts, private placement
investment trusts, combinations of the foregoing contracts, or structured products

embedded with derivative elements, the value of which is derived from:

o Commodities of intrinsic value as defined by international markets, including
natural raw mineral ores (diamonds, emeralds, corundum, shale oil and other
marketable mineral resources and raw materials);

o Competitive-bidding art and collectable items;

e Precious metals (gold, silver, platinum, copper, palladium);

e The industrial market value of synthetic diamond semiconductors;

e Agreed interest rates;

o Foreign exchange rates as published by banks;

e Prices of financial instruments;

o Indices;

e Credit ratings; or

e Other variables.

For the avoidance of doubt, “forward contracts” under these Procedures do not
include insurance contracts, performance contracts, after-sales service agreements,

long-term leases, or long-term purchase/sale agreements.
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The Company shall not engage in derivative product transactions other than those

specified above.

Article 3 — Management or Hedging Strategies

The Company shall engage in derivative product transactions primarily for the
purpose of hedging risk.

Hedging transactions must relate to accounts receivable/payable or asset/liability
positions arising from, or expected to arise from, the Company’s business activities.

Transactions must be confirmed as hedging in nature prior to execution.

Article 4 — Allocation of Authority and Responsibility

Personnel authorised to execute and confirm derivative transactions shall be
designated by the Head of the Finance and Accounting Department.

Transaction confirmation shall be performed by personnel within the Finance and
Accounting Department who are not responsible for executing transactions.
Settlement shall be handled by personnel within the Finance Department who are not
responsible for execution or confirmation.

Appointments and removals of transaction or confirmation personnel shall be notified
to counterparties prior to their effective date in order to safeguard the Company’s

interests.
Article S — Transaction Limits and Aggregate/Individual Contract Loss Limits

o Hedging Transactions
The aggregate notional amount of hedging contracts shall not exceed the net
position (offsetting accounts receivable/payable or asset/liability balances)
expected to arise from the Company’s business within the next six months.
The loss limit for any contract shall not exceed the contract amount.
o Trading Transactions
The Company shall not engage in short-term speculative trading, and shall
operate solely for hedging and stabilised profit purposes.
Investment horizons shall be categorised as:
o Short-term: 1-3 years
o Medium-term: 4-7 years

o Long-term: Over 7 years

Article 6 — Performance Evaluation
Hedging performance shall be assessed against the relevant hedging strategy and

measured accordingly.
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Section 3 — Operating Procedures

Article 7 — Authorisation Levels

Execution
Authorised traders may execute transactions only where such positions are
supported by net exposures arising from, or expected to arise from, the
Company’s business, and where such transactions have been jointly evaluated
and approved by the Board of Directors and the professional financial
manager.
Authorisation levels per transaction are as follows:
o Transactions of USD 100,000 or below: Approval by the professional
financial manager within the Finance and Accounting Department.
o Transactions exceeding USD 100,000: Approval by the Board of
Directors.
Approval and Notification
Following execution, transactions shall undergo internal written approval at
the appropriate authorisation level.
To ensure counterparties are aligned with the Company’s supervisory controls,
the list of authorised traders shall be provided to counterparties by email or in
writing. For repeat confirmations with counterparties:
o USD 100,000 or below: Approved by the financial manager.
o Above USD 100,000: Approval by the Board of Directors.

Article 7-1 — Significant Derivative Product Transactions

Significant derivative product transactions shall be subject to a resolution of the Board

of Directors and recorded in the board meeting minutes.

Article 8 — Execution Process

Refer to “Ming Da Operational Process Standards”, Section 5-2: Investment

Management Procedures.

Article 9 — Risk Management

Credit Risk

Counterparties shall be limited to banks or internationally recognised financial
institutions with which the Company maintains business relationships, and
which are capable of providing professional information.

Market Risk

The Company shall continuously monitor and set controls for risks of price
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fluctuations in derivative products arising from changes in interest rates,
foreign exchange rates, or other factors.

Liquidity Risk

To ensure liquidity, counterparties must possess sufficient facilities,
information, and trading capabilities, and be able to transact in any market.
Cash Flow

The Company shall maintain adequate liquid assets and credit facilities to
meet settlement requirements.

Operational Risk

Authorisation levels and workflow procedures shall be clearly defined to avoid
operational risk.

Legal Risk

All documents to be signed with counterparties must be reviewed by the
Company’s in-house legal counsel or external legal adviser before execution

to avoid legal risk.

Article 10 — Internal Control

1.

Personnel responsible for executing, confirming, and settling transactions shall
not hold overlapping positions.

Following execution, the confirming officer shall verify the transaction terms
with the counterparty and submit them for approval by the responsible
authority.

Derivative product transactions shall be monitored, supervised, and controlled
by an individual designated in writing by the Chairman, who shall not belong
to the same section or unit as the execution, confirmation, or settlement
personnel, and who shall report directly to the Chairman or the Board of

Directors.

Article 11 — Regular Evaluation and Handling of Abnormalities

The Finance and Accounting Department shall evaluate hedging transactions
conducted for business needs at least twice per month and submit reports to
the Chairman or the person designated in writing by the Chairman.
The Board of Directors, in addition to appointing the Chairman or their written
designee to supervise and control derivative transaction risks, shall
periodically assess:

1. Whether the performance of derivative product transactions aligns with

the established business strategy; and
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2. Whether the risk undertaken remains within the Company’s tolerances.
The Chairman, or their written designee acting under the Board’s mandate,
shall periodically assess whether current risk management procedures are
appropriate and whether they are implemented in accordance with these
Procedures, and shall submit the evaluation results to the next meeting of the
Board of Directors.

In the event of any abnormality, immediate reporting to the Chairman or the
Board of Directors is required, along with the implementation of necessary

remedial measures.

Section 4 — Internal Audit System
Article 12 — Internal Audit Responsibilities
Internal audit personnel shall periodically review the adequacy of internal
controls over derivative product transactions.
Such reviews shall be conducted on a monthly transaction basis to verify the
extent to which the relevant departments comply with these Procedures.
An audit report shall be prepared, and in the event that any material breach is

identified, the matter shall be reported to the Board of Directors without delay.

Section 5 — Other Matters
Article 13 — Forms and Documentation
When engaging in derivative product transactions, the Company shall comply
with the Ming Da Finance and Accounting Internal Control Management
System and the relevant investment process requirements, maintaining all
relevant forms and documents.
Records must be kept in accordance with applicable laws and regulations and,
unless otherwise prescribed by law, shall be retained for a minimum of five

years.

Article 14 — Breach of Applicable Laws and Regulations

Professional managers and responsible officers engaged in derivative product
transactions shall adhere strictly to the provisions of these Procedures in order
to protect the Company from operational losses arising from improper
conduct.

Any violation of applicable laws, regulations, or these Procedures shall be
subject to disciplinary measures in accordance with the Company’s relevant

personnel rules.
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o Article 15 — Implementation Guidelines
These Operating Procedures shall be implemented upon approval by the Board
of Directors following a resolution passed by the Board.

The same process shall apply to any subsequent amendments.



