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1. Written Communication Approach]|
Introduction [XC®IZ

There 1s good reason why accounting is often called “the language of
business”. Annual reports, auditor’s reports and corporate profiles are
used to communicate the health of a corporation. These documents
offer more than just numbers. They use the written word as well. It is
essential for accountants, and all businesspeople, to have the ability to
communicate effectively in writing. There is no better illustration of
this than the infinite number of business problems arising from poor
communications. The AICPA has, therefore, established that all CPA
exam candidates must prove their ability to communicate effectively in

writing.

For many candidates with English as a second language this task
causes worry. And while this is understandable, there really is no need.
In this course, we will develop and practice a structured method for
answering written communications CPA questions. Through dedicated
study and consistent practice of this method, most candidates will
realize that the written communications (WC) section can actually

help to improve their CPA score.

1. Course Objectives: =— D BiE

There are 3 main objectives for this course:

RO 3 SEBIRA ® Provide candidates with a method to answer WC
THILhART— questions.
AD BT, ® Improve writing ability through practice of this
F [EOES T method.
* BIEOHE ® (Qutline other writing and study considerations.
- T OB EEIH
1
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2. Candidate’s English Level & Goal £&B DIHEFEL WG Clza—

Of course, among non-native English speakers who attempt the CPA
exam there is a varied range of English abilities. Depending on the

candidate’s level, they should have a specific goal.

Category 1 - increase total exam grade

These candidates are very comfortable with English. They
should use the WC section as an opportunity to improve their

overall grade.

Category 2 - maintain total exam grade

Although not perfectly comfortable with English, these
candidates do have a relatively good level. They should use
the WC section as a way to maintain their overall grade

already achieved on the multiple-choice questions.

Category 3 - minimize damage to exam grade

These candidates find English quite difficult. Their comfort
level is low. These candidates must use a strategy that helps
them to minimize the damage of the WC section. As we will

see later, the Short & Simple approach will work best.

It 1s important that you be honest with yourself when choosing your
category. Don’t be too modest. Simply ask yourself - how comfortable
am I writing short and simple English sentences? Remember, there is
no need to write long and complicated English. Just keep it Short and
Simple.
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3. Time Management for WC ¢ 8

Time management is a critical factor for the CPA exam. Candidates
will need to set time objectives for each section. As well, you will need
to allot a certain amount of time specifically to the WC section. The
amount of time you require will depend on what level of English you

have.

The exam is 240 minutes (4 hours) in duration. The WC section is
worth 15% of the exam. So, a person might be tempted to only allocate
36 minutes to this section (240 x 15%). This would most likely be a
mistake. WC questions require you to think about the question, write
down an outline, write the answer and check it. This is a longer
process than simply answering a multiple-choice question. We
recommend that, depending on your English level, you dedicate 45 to
60 minutes to this section of the exam. There are 3 WC questions, so

15 to 20 minutes for each would be a good target.

Candidates in Categories 1 or 2 above can aim for 15 minutes per

question. For those in Category 3, 20 minutes would be a better target.

Breakdown:

Preparation - 4 minutes
Write Introduction (topic & thesis) - 1 to 2 minutes
Write Content - 8 to 11 minutes
Conclusion & Check - 2 to 3 minutes

WC1 %472 v MAX20 53 F2 &% T9,

Preparation

Write Introduction & AFEFLARIZ 1~2 43
Write Content EZH /3Ll iZ 8~11 47

Conclusion & Check ff&#wacik & FE LIZ 2~3 %

15 to 20 minutes

LR YE(R I 4 53

Lird D Eths 3
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4. AICPA Requirement

AICPA has stated the following: WC TER XI5 H D

Written communications will be examined only in the BEC section of
the CPA exam. It will be one of the 5 BEC Testlets. Your answers will
be graded mainly for writing skills once a minimum content threshold

has been achieved.

The written response to the question posed must be:
e On topic
e Address the concept (not just restate the
concept)
¢ Contain a clearly identifiable thesis statement
¢ (Contain developed main and support ideas
¢ Grammatically correct

e (Contain correct punctuation and spelling

The first four of these points will be the focus of our essay writing
method. Through good structure and organization students will be able
to present essays that do all these things. Using the Short & Simple
sentences approach, as well as, the spell-check function, candidates
can cover the two remaining points. However, before learning the

method, we must first understand what the focus of the WC section is.
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5. Focus fICEAZBLR&EMN

Primary Focus - ENGLISH

The primary focus of the WC section is English, not accounting.
Graders want the candidate to prove their writing ability, not their

accounting knowledge. The critical areas are:

® Organization: Thesis/Overview, Paragraph Structure.
® Development: Details, Definitions, Examples.

® Expression: Grammar, Spelling, Word Usage.

In the following pages we will examine how to create a thesis
statement and how to ensure that candidates stay on topic. As well, we

will examine how to provide supporting details and examples.

Secondary Focus - Accounting/Business

® On Topic

® Incorrect on topic vs. Correct off topic

The accounting/business focus is secondary, but it is still critical that
candidates provide answers that are on topic. Even if the content is
incorrect, the English points can still be gained if the answer stays on
topic. However, if the answer is off topic, then the candidate will
receive low grades for both the accounting content and the English

communications.

So, in short, candidates must prove their English writing ability by
producing a well-structured essay on the topic specified in the

question.



OTAC all rights reserved

6. Preparing a WC Answer [EIEO#fR GLiRIZA 2 RiIDO¥ER)

Preparation

Preparing is a very important part of writing a good essay. It is also
the part which many people skip. You MUST prepare your answer
before actually writing it. Do NOT just start writing!

A. Read the question and think about it. Write down any
points that come to mind.

B. Decide on the key points to include and make an outline.

The outline, and the essay, should include an introduction that states
the topic and thesis. It should have a content body, which offers the
key information. Finally, it should include a conclusion that re-states

the main point of the essay (the thesis).

Introduction:
Topic: What the essay is about. (e.g. Performance

Measures)

The opening sentence of the essay should state clearly and simply
what the topic of the essay is. This is the first step in establishing that

your essay is on topic.

Thesis: What the essay will do. (Explain Effective

Performance Measures)

The thesis statement should clearly express what the essay’s intention
1s. The topic sentence and the thesis statement can be written together
in the first paragraph. This provides the reader with a clear

understanding of what the topic is and what the essay is going to do.
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Content Body: The Answer (Details about Effective

Performance Measures).

The content section is the “meat” of the essay. It is here that the topic
and thesis are developed. Everything in this section should illustrate
and support what you have already clearly stated in the thesis

statement. Do NOT stray away from the topic!

Conclusion: Sum up main idea

All good essays finish with a conclusion. This can be a simple and brief
summary of the main point of the essay. Basically, it is the thesis

re-stated.

So, in short, the essay structure follows the pattern of Introduction
(topic & thesis), Content, & Conclusion. (I (t&t), C, & C)

[Practice 1 — Creating the Outline

The process of creating the outline includes: thinking about the
question, writing down any points that come to mind and then writing
an organized outline. In the exam, you should use about 4 minutes to

complete this preparation process.

1. think about question (What is the topic? What is needed?)
2. write down any points that come to mind

3. organize 1 & 2 into a structured outline

Consider the question below and then practice making an outline. A

sample outline structure is provided.



OTAC all rights reserved

Sample Question.

Your client has some worry about whether his company’s performance
measures are effective or not. He has asked you to explain some of the
Important characteristics of effective performance measures.

Sample Outline Format

Introduction Topic
Thesis

Content Points

Conclusion

Sample Outline

Introduction Topic  Performance Measure

Thesis Characteristics - effectiveness

Content Points relate to organization goals —long & short
reflect key activities. — e.g. bal. scorecard

employee — understandable & in control

consistency — performance up or down

Conclusion Overall Organizational Success
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With the outline complete, you are now ready to begin writing the

essay.

7. Writing a WC Answer [EIZ& DR

If you have done a good job of preparing your outline, writing the WC

answer is straightforward. You simply need to tie together all the key

points written in your outline. To do this well, you should:

A. Stay on Topic.

Do not let your writing move away from the topic itself.
Sometimes when we write, new ideas come to mind. These
can pull us off topic. Make sure you stay on the topic you

identified in your outline.

Tip 1

Assume the reader does not know the question in advance!|

An effective technique for making sure that you stay on topic
is to assume the person grading your essay does not know
what the question is. By doing this, you are forced to clearly
state the topic in the opening sentence. As well, this will help
you stay on topic. If the reader doesn’t know the question,
then you will be more sensitive about what you write and how

you write it.

B. Keep Sentences Short & Simple

There is nothing wrong with using short sentences and simple
words. In fact, there would be less miscommunication if
everyone learned to do this. Long and confusing sentences are
often a result of trying to say too much in one sentence. Also,
poor communications happen because we include unnecessary

information. For example, consider the following:
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When I was born, my family gave me the name Jack.

Why not just write:

My name is Jack.

All the other information is obvious and doesn’t need to be
included. Also, the longer the sentence is the greater the

chance you will make a grammar or punctuation mistake.

Keep it simple. Keep it short!

|T.ip 2,

Check how long your sentences are!|

If a sentence runs for two lines or more without any
punctuation, it is likely a problem. Break the sentence into

two, if possible.

C. Be Clear and Concise.

Everything you write should be clear in meaning. It should
also support the topic and thesis. Do not add unnecessary

extra information.

|T.ip 3.

Don’t try to hide a lack of knowledge behind Words!|

10

Often, when people are unsure of a concept they will write as
much as possible. The hope is to hide the lack of knowledge.
In reality, it just creates confusion. Remember, the WC
section is more about English than about knowledge. Just use
the content from your outline. Stay on the topic and explain it

to the best of your ability and in simple words.
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|Practice 2 — Writing the Essay|

On your computer, or in the space below, practice writing an essay
from the outline you created earlier. Don’t worry about how long it
takes. Remember: 1. On Topic

2. Short & Simple

3. Clear & Concise

4. Outline (I, C & C)
Question
Your client has some worry about whether his company’s performance
measures are effective or not. He has asked you to explain some of the

Important characteristics of effective performance measures.

To:
Re:

11
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Sample Answer

To: Client

Re: Effective Performance Measures

Performance measures are used to help an organization achieve its

goals. As explained below, in order to be effective, these measures

should have certain characteristics.

First, effective performance measures should relate to the goals of the

organization. Also, they should balance both short and long term

issues. Second, they should reflect the key activities of the

organization. For example, the balanced scorecard can be used to

1dentify critical success factors. These are the activities that the
organization must carry out effectively. Third, performance measures

must be understandable to employvees. As well, they must only

measure the activities that are under the employee’s control. Finally, it

1s essential that managers use these measures consistently. If they
don’t, this could lead to confusion and decreased employee

performance.

In summary, effective performance measures can contribute to overall

organizational success.

If you would like to discuss this further, please let me know.

Regards,

Do NOT underline or bold key topics as above. These are for teaching

purposes only.

12
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8. Analyzing Your Writing Performance B DI A T 4 ¥ 7 &Y
0

Now that you have had a chance to write an essay, you should compare
it to the sample essay above. Of course, your answer may vary in
content. Don’t worry about this. What is important is that the content

1s clearly communicated. Check the following:

Did you prepare by creating a well-organized outline?
Does your essay have an introduction (topic & thesis)?
Does your essay have a conclusion?

Is the body of your essay well organized?

Are your sentences short & simple (easy to follow)?
Does your essay answer the question that was asked?

Did you re-read and run spell check on your essay?

|Practice 3 — Re-writing Your EssayI

After comparing your essay to the sample, it would be a good idea to
write it again. Even if you are happy with your essay, re-writing will

offer valuable extra practice.

To:
Re:

13
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9. More Practice

It 1s important that you become comfortable with your writing. The
more you practice the easier it will get. Try to write the next essay

under exam-type conditions.

|T.ip 4 Write essay content body first, then introduction and conclusionl

Often the most difficult part of writing the essay is actually putting
the first words on paper. We can get caught up in wanting to start with
a perfect first sentence. Of course, a strong first sentence is important,
but we may waste valuable time thinking too much about it. So, some
writers find it easier to write the body of the essay first. This gets you
writing. Then after finishing the body, you can go back and write the
introduction and conclusion. Some writers like this approach, others
don’t. It is a matter of preference. After practicing both styles, you can
decide.

|T.ip 5 Run the spell check and then re-read the essayl

After you finish re-writing an essay, run the spell check and then

re-read the entire essay carefully.
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|Practice 4 — Writing an Essay Under Exam-Type Conditions|

In this next practice essay try to follow true exam conditions. Decide
the amount of time you will dedicate to the essay. Try to complete the
essay in this amount of time (page 3). Also, if possible, use a computer
for this essay. This simulates true exam conditions.
Remember: 1. On Topic

2. Short & Simple

3. Clear & Concise

4. Outline (I, C & C)

5. Re-read and spell check

Question

A new hire in your finance department is trying to better understand
the concept of “risk”. She wants to understand the different types of
managerial attitudes toward risk. In a brief memo to the new hire,
explain the different types of attitudes toward risk and how these will

impact investment behavior.

To:
Re:

15
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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATIO N: Written Communication
% Written Communication I Help I

4 cut ~3Copy | % Paste | ¥) Undo (% Redo |

The owner of a private school is trying to increase its revenues to meet rising costs. Capacity is limited and you
have been asked to comment on the ways in which revenue can be increased.

Prepare a memorandum to the owner describing why pure price increases may result in increased revenue.

Type your communication in the response area below using the word processor provided.

REMINDER: Your response will be graded for both technical content and writing skills. Technical content
will be evaluated for information that is helpful to the intended reader and clearly relevant to the issue.
Writing skills will be evaluated for development, organization, and the appropriate expression of ideas in
professional correspondence. Use a standard business memo or letter format with a clear beginning,
middle, and end. Do not convey information in the form of a table, bullet point list, or other abbreviated
presentation.

MEMORANDUM
To: Private School Owner

Subject:  Price Increases

[Response areal

Sincerely,

Accountant

2-9
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TASK-BASEDSIMULATIO N: Solution

MEMORANDUM
To: Private School Owner

Subject:  Price Increases

Increasing tuition may be a highly effective method of increasing revenue. Although increases in tuition may result in
decreased enroliment, if the percentage increase in revenue exceeds the percentage decrease in enroliment, total

revenue will increase.

The inelasticity of demand (the idea that demand will remain relatively unchanged in responses to changes in price) is
generally equated with essential items for survival like water, or food or even fuel. However the quality of education of our
children has a strong perceived value to the families already enrolled. Clearly the families you serve have elected to use

your school rather than to rely on public schools that are “free.”

As you review your strategy for the coming year, recognize you are electing to differentiate yourself from the competition

as a premier choice in education that is worth the price, not as a cost leader that undersells other options.

Revenue can increase purely based on tuition increases but you will need to insure that the demand for your school’s

service is differentiated from the competition and remains an alternative that cannot be duplicated by your competition.

Let me know if you need further assistance on this issue.

Sincerely,

Accountant

2-10
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TASK-BASEDSIMULATIO N: Solution

MEMORANDUM
To: Private School Owner
Subject:  Price Increases

WA OEWIMTITRER OB E LFRADTL X 9, LOLARRL, REBOFE LFIIAZE RO
OO TARERD Y £, REROL & LIFRBAZORDREL S LIZGE. RIGERIEEIN L £,

EEDOIEF AN (BRI T D EF IS L TEEITHRAZED S FITESD LW I E X H) 1T &I,
K. BH, BRELE Wolo, AZEATEDICARAIRRT AT LATENLIHRLTT, LrLAans, FHo#
EFEOBE L WIHIMEIZR IR MENTVET, T TICAFZEINTND ZHET, EEOA RIS &
DY (FEO) BEREZBRIRLTWDZ LN ZUTHLNTT,

REDHEMZRF T 2ICHY, axX P —=F—L LTTERLS, @BEICRE > TZEOEWEE & 121t
FTHERE LTEINE L T IE S W, IERITRERNCESE ML 403, BEROYb— EATFENFEEK
NHEHUES L, BAKTIIY RO TERWVERIE L 220 Z L 2 RITTILERDHY £,

OB LT, MabilidsrmbEEI N,

Sincerely,
Accountant
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TASK-BASEDSIMULATIO N: Solution

MEMORANDUM
To: Private School Owner
Subject:  Price Increases

This memo discusses the conditions where a price increase can result in increased revenue.

Increasing tuition fees may be an effective way to increase revenue. The increase may result in
decreased enrollment. However, if the percentage increase in tuition fees exceeds the percentage
decrease in enrollment, total revenue will increase.

Important here is that your customers feel your educational service is superior to public
education, which is generally free. The extra services that you offer differentiate you from the
competition. Those who perceive your added value should still be willing to pay the higher fees.
Of course, it is crucial that the price you charge is in line with this perceived value.

Revenue can increase based on tuition increases but you will need to insure that the demand for
your school’s service is differentiated from the competition.

If you would like to discuss this in further detail, please let me know.

Sincerely,

Accountant

2-12
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TASK-BASEDSIMULATIO N: Solution

MEMORANDUM
To: Private School Owner

Subject:  Price Increases

ZDOAED, kO EFABPRLED EF- &2 DIRBUTHOWTRAT 5 5O T,

IS OEAMZITIREROF & LIFPAHTL L 5. REHOFIE LFIAEEOBD L2500 LivE
Th, LNLANRDL, REHOF| & LIFRPAZFEORD R LT, BIEHT EH L ET,

CITEERIZ L, BEENTHIAVERIIX LT, EROBEY —EABEN TN D EFEEICR
HLCHL Z&TY, BMoV—rv A, thoBAERNSEREZZEIME L T, &R O — R ITAHnl
EEBBU-BRIIEATEIVEWRERZH ) TLLE Y, bbAA, BERNIRMSNAMEIZ L
TWDHZ ENEFICEETT,

fﬂiéliﬁ‘%*ﬂrﬁ:%dé‘i@ﬂu LETH, Y= 20EILICL Y BRA~OFEEMEICT OILENH Y F

S HIZFHEMIZ OV TOFERNSMLETHIUL, THE L TEEI 0,
Sincerely,

Accountant




< fH 2R : WC Approach 12 - Iz >

HETDHRA b

EARH

1. Stop and Think:

Primary focus— ENGLISH
Secondary focus— Accounting
Time to complete — 15 to 20
minutes per question

2. Prepare Scrap Paper:

1 full clean page

3. Read Question

Note the Topic

4. Think About Topic

Note ANY ideas that come to
mind on this topic

5. Prepare an Outline

Topic
Thesis
Content
Conclusion

6. Write — Content

Short & Simple-Sentences
Clear & Concise- Concept

+ Price & Revenue ®OEIf%

« ZZRNRIC X 2 AN A

L5 Concept # & L. Sentence %

R LT,

Topic: Price increase

7. Write Thesis: Conditions where a price
Introduction increase can result in increased
revenue.
ik D5 & EFIC L v iNgsis kb
A+Hz L, AL, fli#EDO5] L
8. Write - Conclusion T —bv20ENHIZ LV FHF

MRS DMERH D T L w ik

THT 5.

9. Spell check & Re-
read

2-14




FE&f (Introduction) DI

research performed six companies operating in various industries.

options.

security policy.

Inc. online and to explain how these Internet transactions would be secure.

The purpose of this memo is to provide a brief summary of the results of market

The purpose of this memo is to explain the difference between a short-term and a
long-term strategy and to describe the advantages and risks of implementing these

The purpose of this memo is to provide a brief overview of what was found during
the security audit and to offer suggestions of what should be included in an ABC, Inc

The purpose of this memo is to present you with the benefits of taking Sunshine,

Technique!! RENGERKACAI T T LE

<#7;7> such as~, for example, for instance,
<—fi%#®m> in general, generally,
<B|A3t. EE> according to~, as for~, regarding~,
<fHFR L7 E> besides, in addition, moreover, furthermore
<xf> in contrast, on the other hand, on the contrary,
<#F > although, while, nevertheless,
<B&F72 &> indeed, in fact, obviously, clearly,
<EW# x> in other words, namely,
<#Mm> because, since, because of this, because of these,
<#EH> s0, as a result, consequently, therefore,
<BEEfH> after, as soon as, before, when, as, while, afterward,
<|EFF. Hfetk> first of all, first, second, third, next, finally,
<ZAME> if, unless

<#E>  in summary, in conclusion, to sum up, in the end, in sum

2-36
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SUMMARY NOTES

BOARD OF DIRECTORS AND OFFICERS (Exf#{& = & #17#%)

| @ Board of directors (R#&R%) |
In;f%%%%‘}tgs @ Audit committee (BXEEZE S
T ® Nominating committee (54 ZEE %)
FEA EE % @ Compensation committee (¥RHZEE2S)
Oversight l (BE18)

® Officers (BUTE)
(= Management -+ £ %)

A. Board of directors (ERf#{E<)

Among the specific duties of board of directors are the appointment, removal, and oversight of
officers; amendment and repeal of bylaws; fixing management compensation; initiating
fundamental changes (e.g., merger) to the corporation's structure (e.g., mergers); and
declaration of dividends. Directors (board of directors) are fiduciaries of the corporation and
must act in the best interests of the corporation (fiduciary duty).

Board @ :72M#%511. officers DIE(E - iffE: - Bitl, REERDOERE - FElk, RERMORIE,
MO BEELGEREERE (WINEIFE) @ﬁm\ Bo HRE S 1T X .5, director | xfﬁ:@xaf%‘ &
LT, SEORENPRKRICRD XI5 IATE L ARTER S (EREH).

Fiduciary duty ({5383%%)

Duty of care (7EE %) | | Duty of loyalty (E3226%5)

B. Officers (B1171R)

Officers, like directors (board), are fiduciaries of the corporation and must act in the best
interests of the corporation (fiduciary duty).

Officers 1%, directors (board) & [Rfk, 2FEE L LT, SHOFEBREKRICLD LI ITITEIL
RIFnER SR (BREH).

1A-3
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SARBANES-OXLEY ACT OF 2002 (SOX) (20024 —~AY X - 4 X 1) —ik)

A.

B.

C.

Three financial reporting issues (3 DD E £ DIERE)

SOX seeks to restore investor confidence by ensuring transparency for the following three
financial reporting issues.

SOXEZ, UTDIDDHBH/E LOREICH T 2FHMEAT (BN 2RI LICK
0. BEHTLIBREROEBORIE L KD D,

— 1.

— 3.

Information on the audit committee’s competence.
Audit committee DEFIREN IR T 2 EH,

Information on the ethical behavior of the senior officers (CEO, CFO, or a similar
position).
E#H#®%E (CEO. CFO 72 L OfkE i) DMEBRIFTENCEI T 215,

Information on adequacy of internal controls.

PN AR AE ] 0D 22 24141 B 5 % 1 e

Yo T OFEWRBRE I (enhance) T5Z LICE - T, [EEETE S8 FHERSE (reliable

financial reporting) X/ N F[EL 725,

Title I. Public Company Accounting Oversight Board (PCAOB) (¥ 1E RSt StER
FBR)
1.  Establishment of the PCAOB (PCAOB ME%31)

The Sarbanes-Oxley Act established the Public Company Accounting Oversight
Board (PCAOB) to control (regulate) the auditing profession and oversee the audit of
public companies that are subject to the securities acts.

SOXEILL-oT, BEEEREHRHIL. FEHHENILEOWHEH %51 5 public companies @
EhadET 2EAENOEBEHEHN TSP CAOBMRRIL ST,

Registration with the PCAOB (PCAOB ~M &%)

Only a registered public accounting firm may audit public companies and prepare
auditor’s reports.

PCAOBIZE#HRZ LEKFEHER (BEEEAN) 7172 public companies D2 % Ffii
LTHEAREELERT DL ENTE D,

Title lll. Corporate Responsibility (55 3E 1D HEE)

1.

Public Company Audit Committee (ABSHNDEEEZESR) — Section 301.

Public companies are required to establish an independent audit committee.
Public companies I%. 3L L 7= audit committee %% & L 722 17 1LiE 72 572200,

Yo Audit committee D A N —£ B35 ERFER (independent outside director)
ThFEe b0 !

© Becker Professional Education Corporation All rights reserved.
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Audit committee

Independent Independent Independent Independent Independent
outside outside outside outside outside
director director director director director

Oversight Oversight Oversight Oversight Oversight
! J J i !

@ Accounting and reporting process operated by the officers and other employees.
Officers L (B IC L 25 - HRE T LR,

@ Process of the financial statements audits performed by the external auditor.
BN (RFL - BEREAN) LM BREREEIOER,

The audit committee is directly responsible for the appointment, compensation
(audit fees) and oversight of the work performed by the auditor (registered public
accounting firm).

Audit committee 1%, BEEAN (BE&EIFIHED) OFE. BEEHM. B LOEBEEXEBOR
BRIZOWTEEREREZA S,

Each member of the audit committee must be a member of the board of directors and
must be independent of the issuer.

Audit committee D A >N — (272 B 121F, IR— KA > /\— (board member) T7¢ifiuiE
BT, o, issuer M HMIL L TW R IT IR B2,

[ s 0 X#EHE S B Independence criteria - 2 DDMITHDEE |

a. Each member can only receive compensation for his/her position on the board
(outside director) and cannot receive any other compensation (consulting or
advisory fees) from the issuer.
| 88 (compensation) [CE¥ 2 &% | Audit committee D% A 2 3—i%, A EEHR
ELTOIMBMUNDIREN (=T 4 7k 7 RS Y —B14%) % issuer H
L2ITE > TIEGE 5L,

b.  Each member may not be an affiliated person of the issuer or any subsidiary.
[ BfR1E (affiliation) (CEAY 2% | Audit committee D45 A > /3—(%, issuer £ 7=
ZOF2tEOFRBEFRE TH > TTRE B ALY,

Executive Certification (REEZICXSHEFZE) — Section 302.

Both the CEO and CFO must sign and certify accuracy of disclosures regarding the
financial reports and internal control in the reports filed to the SEC.

CEO & CFO MM#& (L. SEC (Z#EHT 2 VAR — MH A v L, MHWEE L kS
BT 2 RFHNERTHSICLEEZEZ L RATNE R,

1A-5
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D. Title IV. Enhanced Financial Disclosures (¥ 4 E B #IE®EATD®IL)

1. Enhanced Conflict of Interest Provisions (Fl#5fH X HE D 5f{k) — Section 402.
It is generally unlawful for an issuer to make personal loans to directors or executive
officers.

Issuer 73 director EDOH B ICBEABEZIT O DIFRAELTEETH S,

— Exceptions (4 — Director EDO&BICAIEZ L TH I WIEEH)

a. The consumer credit loans are made in the ordinary course of the business
of the issuer.
HEHESREL SN, BEOEEXBE (HFIG) OHEMRNT director
FICRE E 1T o IR E R WIGE,

b. The terms of the loans are made available to the general public and are no
more favorable than those offered by the issuer to the public.
—HRIGR T SR B e RtEIC L D director DO REVE SEDS . — AR KR
OGS TEATREWNES,

2. Management Assessment of Internal Controls (¥%7& & (2 J % PIEBHE I F )
— Section 404.

The management is required to contain the management’s report on internal control
in each annual report and include the following.

e F 1L, annual report IZBREFICK ZHRBMHIMEE LRI L. UTZRBMLR TN
(ERAYCRAAN

a. Management assumes responsibility for the internal controls.
BEEN, AHRGEOBEEETCHD Z &,

b. Management has made conclusions with respect to the assessment of the
effectiveness of the internal controls.

BREE2., NG OFEICET 250 L B TR T EZ LD &

The auditor has attested to the assessment made by the management (internal
control audit).

Auditor (I, #&EHIC LD NERHIFFMOBEEIEREZITo I & (REB
HMESEELFEM L2 L),

Y¢ Auditor (X, management (T & 2 WNEBHEHI D effectiveness OFHEi7T mt 2 & F = v 7
L., JEAIZAESHEH OBER PRz 5E L T, RBHFIEERSEE (auditor’'s report
on internal control) % {Efk - BHZR L7227 M7 & 720,

1A-6
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Code of Ethics for Senior Officers ( %% B O i FHR)
— Section 406.

An issuer (public company) is required to disclose whether the issuer has adopted a
code of ethics (code of conduct) applied to senior officers (CEO, CFO, or a similar
position). If the issuer does not adopt, the issuer must disclose the reason why the
issuer does not adopt a code of ethics.

NS, EHEE (CEO, CFO, EiXF%EO&N) ICEAINLMERE (1T
HEE) 2T VDI ELEZBAR LR TER G2, MEARIGEVGEEICIE. £0
BRZBRLARTIERS 20,

Disclosure of Audit Committee Financial Expert (%:#&Z& B2 OMBHMAZICHET 5BR)

— Section 407.

a. At least one member of the audit committee should be a financial expert to
enhance the level of financial sophistication and its oversight function.
Audit committee D BFFERIZTENE: - BEEDO L AN EM EL, b o CEREIELZHD
L1, AAN—DORIIHBEMREZ 1BUEED LS TH D,

b.  Anissuer is required to disclose whether the audit committee is comprised of at
least one member who is a financial expert. If the committee does not have a
financial expert, the issuer must disclose the reason why the committee does not
have a financial expert.

Issuer (%, audit committee ® A > /3— D H1Z financial expert 28 1 4 L B\ 5 02
MZHOWTEIR LA HIER S22, financial expert XN E WSS, TOER%E
BAR L7 ALid 72 5720,

c.  Typically, the qualification is determined based on the candidate’s mix of
education (knowledge) and experience by the board of directors of each issuer.
505 xthd board 23, HEMFEOEKRE (MH) LBERZEZ G LITEMTNLE D »EH
W42,

e.g., Experience with internal accounting controls.

REICET SRBRFERFT ORI H D 2 &,

Experience in the preparation or auditing of financial statements of
compatible issuers.

BUEO AL L AFORMOMBHERDERPLCEEORRLHDH Z &,

1A-7
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E. Title VIII. Corporate and Criminal Fraud Accountability (5 8E &£tt& & UHIEFEHRIZES
¥H5EME)

1.  Criminal Penalties for Altering Documents (CCE X A4 2 2HEE)
— Section 802.

a. Auditors of issuers are required to retain workpapers and other supporting
documents for at least 7 years from the report release date.
Issuers 0 auditors (£3F1- - BE#IEA) £, workpapers 35 & OV 5
FHEx, VR FMRITENL 7TEUEDHIMICO > THRE LRITHIEZR B0,
— Failure for the auditor to retain workpapers will result in a fine, imprisonment
for not more than 10 years, or both.
Auditor 7% workpapers O #HICER L84, H2b L < 11088
FOEE, FiFzomARRIND,
(% (investigation) OIiER CBERUI A, WFE. HE, BEDOLE, Sig
H L IF20FELUTOERE, £ Z20OMADRE SN D RICHER!)

2. Securities Fraud (GIFZ7E k)

Any person who knowingly executes securities fraud will be fined, imprisoned not

more than 25 years, or both.
SEHFER AL Lo (MOEIC LA — MO &R % L7 CEO < CFO %) I3,
FH L IFBELUTOER, £ 0omABR SN,

1A-8
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lll. INTERNAL CONTROLS (IC) (N&R#t#HI)

A.

Committee of Sponsoring Organizations of Treadway Commission (COSO -+« kL v k™
IMEESXENBEESR

The COSO (formerly, a private sponsoring organizations of Treadway Commission) internal
control framework is comprised of 5 components and relevant 17 principles that to help
public companies assess the effectiveness of internal controls over financial reporting.
Use mnemonic "CRIME" to memorize these 5 components.

COSO (b & b &It Treadway Commission @ ERRIZIBMEEGE (AR ¥ —)) ONERHEH 7 L
— LU= X, BODEMES (components) L 17D RE| (principles) 75700 | ARA
P FEIRE 12 2 NEHHE O BEDE DT 217 9 BRofRet 2 =i+ 5,

Y 520 component DIEFEEE (mnemonic) (X, CRIME (Control activities, Risk assessment,
Information and communication, Monitoring activities, Control Environment),

Definition and 3 objectives of internal control (RE#EHIDEZ E 3 DD EK)

Internal control is a process, implemented by an entity’s board of directors, management
and other personnel, designed to provide reasonable assurance (not absolute assurance)
regarding the achievement of its operations objectives, reporting objectives, and
compliance objectives.

NER#EHI & (X, 240 board, MEFEB LOMERICL > THEMz, EHEEM. |REEM.
BLEOAVTISA 7o RBHOERICEEMARIE (ExHRETIIRL) 252572010
frehizFReRch s,

1.  Operations objectives (% H &)

Effective and efficient operations.
RN DEMLBEFEZICEHT 5 A,
— PNERHEHIL. £EB1ZEDER (achieving performance goals or targets) <°, #&#&
ERNDEZE (safeguarding or protection for entity resources) (237D,
2. Reporting objectives (5 A #Y)
Reliability of reporting. (including external and internal, financial and nonfinancial
reporting).
HMEDEBEICET 2 HAY, (UM - IR . W - FEMSEHRE 2 & T,)
3. Compliance objectives (27747 L ZAHR))

Compliance with applicable laws and regulations.
RELETDIRSF B3 2 B,

1A-9
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5 components of internal control and 17 principles associated with each component

(NER#EH] > 5 D0 components & % component (ZBE 9% 170 principles)

1.  Control Environment (fi#|¥%5) — EBOCA! |1&HEE !

@ Commitment to Ethical values and integrity (ffIE& & HEMICxd52aI v b AV )

@ Board independence and oversight (Board it 37 & Bifi)

@ Establishing Organizational structure (#B#gi#8:& D)

@ Commitment to Competence (EFIEENICXITHa2I v b AU })

® Accountability (F{F)

2. Risk Assessment (1) X% ML)

® Specify objectives (H R DHE)

@ Identify and analyze risks (U 2 7 OKE & 434T)

Consider potential for fraud (“R1E ™ "] fe: D HiFt)

© Identify and assess changes (Z5 5 FIH O ¥ E & FFA1h)

3.  Control Activities (#i%;EE)

Select and develop control activities G fil7E B O 2R & K 4K)

@ Select and develop technology controls ( I T OFEH|IE B DR & i)

@ Deployment of policies and procedures (5 &t & Tl L 2 KIS D BEH)

4. Information and Communication (1%} & 153%)

@ Obtain and use information (fF#H o AF & FIH)

Internally communicate information Gk P93~ D 15 s )

@® Communicate with external parties (SMEEIIRE & O IFHIEE)

5.  Monitoring Activities (=41 > %) [2BBICEE!
Ongoing monitoring and/or Separate evaluations (AEME=4 1) >4 L IR RFEE)
@ Communication (reporting) of deficiencies (F{EDIEE (RE))
C. Limitations of internal controls (R&R#EH DER)

— 1.  Limitations of internal controls result from the realities that human judgment in decision
making can be faulty. Controls can also be circumvented by collusion of two or more
persons and the management or managers could override the internal controls
(management override of internal controls!).

WEHH ORFIT, ERREZITI ABOHM I RICE>TAEL D, o, HHOZE
(FHE LIEER, WERLBE - EALRE) PHEL THREIFRaEEE Ly | #&
BEDPHEH TR ERT S (BYET D) BEhbdd (BEBRICEISIHNEHFEIFHED
mi8 (EHME) ! o
Yo T ADBOREFITRESLEB ORI BEIZER LTV IR TIE, REEDHH
Bl Bz AT 5 (k3 2) VRAIZBREL RDMMICH D,

— 2.  The internal control system may also break down because of a number of reasons
including simple errors or mistakes.

PSRRI & A7 A%, B 7 —RI AL -oTHEIVTEHI b H D,
1A-10
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3.  Theinternal control system cannot be perfect because of cost constraints.
VAT LOMHEIZE 2> TAR POFIZ 21T 5 DT, ERLWIILH > AT L3R,

4. Moreover, the uncertainty* of future events and competence of the employees
responsible for its functioning may limit the effectiveness of the internal control system.
SHITIERDOFERORHERECHLEOEMGEN (DRR) T THAEMETHIRS
TLEI,

* uncertainty « NEEN — BTENFESBEEELT D008 95 DB ARHZIRGL (The state of not knowing
if potential events may manifest.),

'— ¥¢ These limitations may preclude management and a board of directors from having
reasonable assurance regarding achievement of the entity’s objectives.
INGORARDDHT-DIC, #EEE board TR D BEMERIZOVWTEEMRIAEZEZRS
ENTELRLBEIBENR D D,

Effectiveness of Internal Controls (&R &I D H L)

Determining whether an entity’s internal control is “effective” is a judgment resulting from an
assessment of whether the 5 components and relevant 17 principles are present and
functioning effectively and efficiently. Therefore, the 5 components and 17 principles are
also criteria for evaluating “the effectiveness of internal control”.

SEONEFHI O THEME] 3. 520 components &BEJ 5170 principles N7
(present) L. B2 ZN5HZNEM - IFEMITHEE (functioning) LTWLEHNESINICL-T
s b, Lizdi->T5-20 components & 170 principles (%, TREHEHEHI DAL D
HEETHLH D,

Internal control system 5 Components and 17 Principles Internal controls

@ Design
@ Implementation g,—» Present and Functioning ——  Effective !
@ Operations

Control Environment (##|318) [AS5>% | > [65 DD components DHFTH O EHEE ! |

The control environment component is the foundation of all of the other components of
internal control (basic structure) and has 5 relevant principles (factors or elements).
HHIRE I, thDELTOD components DEME (E#) THY. 5-2o0 principles (factors -
elements) /5725,

‘ @ Risk assessment (U 2 7 OFFfh) |
!
| ® Control activities (%)) |
@ Control environment (ff#HIIE1E) !
‘ @ Information and communication ({5 & {=3i£) |
!
‘ ® Monitoring activities (£=% U > ") |

1A-11
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Y Management 73 control environment (2 5- % 2 #2 X IEHF 1T K E WO T, control environment
HREFEO[EEIL LY TOES (tone at the top) L5 S5,

Yo )72 tone at the top 1%, IEFNESF 2 BES¥ELDOFRL (creating a compliance-supporting
culture), BRIV — oA KT 4 WS EF oKW R o2t (navigating grey
areas), fZIEH{E (corrective action) 23FICE 9 BHID 95 H T A TRIEE 2 S LARR
Zkb 5 E#om L (promoting a willingness) 12137,

O Commitment to Ethical values and integrity (f@#¥ifl & ESICHTH52I v A R)
@ Board independence and oversight (Board i 7 & Ei{i)

@ Establishing Organizational structure (it & OESL)

@ Commitment to Competence (ELfiRENIZHT25aI v R AV |)

® Accountability (Fi#FEE)

Principles of “control environment” component
EBOCA

1.

Commitment to Ethical values and integrity (FUIO f@EEl & aEMEIcH+22I

b ) [EE

a.

The presence of a written code of conduct (code of ethics) promotes honest
and ethical conduct of the employees, appropriate disclosures, compliance,
and teamwork in the pursuit of the company’s objectives.

S XEBIR SN -TERE (RERE) P22 LICL-oT, HEBOWEN
DMEBMTEY., BULREHRATR. VT34 TUR, ELICEAHOENEEK
T BIEOIENLDF—LT = DFREIMEES LD,

Management should establish and implement a code of conduct (code of ethics)
that are comprehensive, addressing acceptable or unacceptable (prohibited) behavior,
conflicts of interest, improper payments, anticompetitive behavior, and insider
trading.

P L, ARBITA L AART A, FIREARITA. RNEUR S, REFHTA. 1
YA Z IS 5 TERE (RERRRE) 2EDER L RTNER LR,

Each statement must be clearly articulated (e.g., self-dealing, prohibition or
limits on gifts or gratuities, establishing required reporting, provisions on
confidentiality).

FHETEARBTHECRTNE RS R (F] : BEIMEI0A L, BESOBHAL
OFIEPHIR, BEMEFTHORE., TFHEHICHT AT,

© Becker Professional Education Corporation All rights reserved.



2022 Edition — Business Final Review

Promoting all employee participation in preventing and identifying frauds is an

example of “Commitment to integrity and ethical values” principle.

REDPH IR FE~OLEEE DS ML, THENE L GHBICHT 52y AV

M OFRAOBEMETH D,

e.g., Establishing an anonymous reporting line or the ethics training class for
all employees.

Bl WEHEEHAERBES A L ORESLEMUEEBSMOBEIHEY 5 X D%,

Board independence and oversight (JFHI® Board ® Mz & EAH)

a.

Active engagement by the audit committee (or the board) relative to all matters
of internal and external audits (CPA audits, regulatory audits) is evidence of the
board’s understanding of their oversight responsibility.

Tl ZIENIEA L, SAEE (RFEEACHTIY R omE) CHT22H60
% [z audit committee (721X board) MFEWBAIICEIS L TV 5 &5 F30E,
board NEEHRET ZEM L TULNHILMIZ R D,

Establishing Organizational structure (JFHI@) #fkiEE DREE)

a.

Management should consider the nature of its business activities, establishing
reporting lines and assigning and limiting authorities and responsibilities to
establish the organizational structure that are appropriate to its objectives.
REET. BEIBONE, WESA O OHE, EREEFTDENL - FIBR% %MK
AL, 2o BTG LW E 2 LR T id 7R 5 720,

Commitment to Competence (FHI@ HMREICxTHa Iy hAV )

a.

Retaining a CPA with the competence to prepare financial reports is an example
of “Commitment to competence” principle.

Financial reports DEBENZ L o F=RETTZE>TH K &k, TFHMERIICK
T5aIy AV M ORBIOEHEITH S,

Providing training programs and keeping records of training that employees
receive are an example of “Commitment to competence” principle.

HETOI S LORKE. BIOREENZT T -HEEEORE L. [FHME st
To5aIy hArM OFAOBEMAAITH S,

Accountability (JFHIG® %)

a.

Establishing and evaluating performance measures (e.g., Baseline expectations
for employee performance), incentives, and rewards are an example of
“Accountability” principle.

WEBDONTA—T D ADFEEE (fl : EEBTHHBINLI N T+ = AD
W) Ao T4 T MERELRTL LB, TROLOHEIMEEZFIL T
W52 EiE, THE OFAOBERETH D,
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F. Risk Assessment (') X4 MOEEH)

Risk assessment is the identification and analysis of relevant risks to achievement of the
objectives, forming a basis for determining how the risks should be managed.

DRI DEFE &1L, SHOBMEREZYET LI AERBE -T2 LIk T, 20V
A7 HBEDEIICERTREDZHW T L2-00ERERET L2210,

Yo FAETREM (likelihood) & B2£FE (impact) DFEND U A7 DS VoI E2T 52 L,

a. Management should specify reporting objectives to enable the identification of risks
to reliable financial reporting.
HEET, BMEBMEERMICRLT, EHETEIUBREEHITEIVRIEZHETE
L& LTI R bR,

b.  Fraud risk factors (RIEEYR I DT 745 % —)
— Fraud triangle (FIED 54T )L)

@ Incentives/Pressures ({ >t F 4T/ FTLydv—)
@ Opportunity (H£)
® Rationalization/Attitude (IF 41k, &&)

G. Control Activities (#i&l;EEh)

Control activities are the entity’s policies and procedures that help ensure the management
directives are carried out to mitigate risks.

MEFB L. VRIVBROTLDODOREFORTNIFITIND I LERIETL2AHEFHETH
é o

a. Segregation of duties (B7EMD 49 E)

Segregation of duties is critical to effective internal control (preventive control).
Incompatible duties should be segregated among different employees (departments)
to reduce the risk of errors and frauds.

BEQOIBEIS. A2 NERHICE > TEETHDS (FHIHETH), =7 —SAFEDY 2
7 &Gl E TS0, ML TEROVEE (Fl— A% - R—#MMPAHEY & TROBE)
FEGLHELE (FM) IS&->THET & TH D,

(D Authorization or approval of transactions (E5|0EFa] - &2
@ Record keeping of the transactions. (D 5| DORREFEE)
@ Custody of related assets. (ZOHBIZHE#ET 5 EHEDREER)

1A-14
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Programmer access to both development (environment) and production
(environment) without monitoring represents flawed segregation of duties that causes
deficiencies for change control.
Fl—7'r7Z~—n, BFIKE (development environment) 721 T < AF
(ZH) B’ (production environment) |2 b ER-CHRFEAR L TT 782 TECLE
SWa (Bl ERERBEYO T 0 s I —nKE (FEH) BRE~O7 7Y r—yara—
FEERRLTEARTETCLE LS. BEOIMICRMRAH Y, ZEEEEOTHE
ETLTVWHZ LiZRD,

Management reviewing the actual performance of a marketing plan and comparing them
to benchmarks (goals) is an example of a “top-level review” as a control activity.
BEEICLD—FrT 4 Y TRHBOEBEO LV Ea—, XvFv—7 (Lgk#E - A
) Lolbikit, BHEHO1->THL TBREE (hyTLANL) IT&BLEa—]
FlThH b,

Information and Communication (1&%k & {53E)

The information and communication component entails obtaining and using information to
support internal control functioning. This information should be shared both within the entity
(internal communications) and outside of the entity (external communications).

¥R ERZZED component 1T, WEFEHIMELZ XX 2B ROAFLRFALE S, HWRIT, #A
(NEBfsEE) Lo UhEE) Ol THEEINILERS D,

Monitoring Activities (E=% 1) > %) [A5 >4 1| > [5 2D components DFT2EBICEE ! |

a.

Monitoring is the process of assessing the quality of internal control performance
over time by assessing the design and operation of controls on a timely basis and
taking the necessary corrective actions.

EZH YT LI, NESEHI O LERKRAFTMT D Z LI ko CTHEHHEID/ D
A= UADRZEEZPGEIICHML, YEISUTCRERBZH# L2 A TH D,

The monitoring activities are designed to ensure that the internal controls continue to
operate effectively. Thus, a primary purpose of monitoring internal control is to verify
that the existing internal control system and controls remain adequate to address
changes in risks.

T 703, ARERBHEEH OB TER MK T S2DICRESND, LR
> T, BEDOHNIBHM AT 20 FRe N YR I DERIZHGH L L TNDE D H
PRIETHZEN, E=F U FOEEMTH 5,
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@<«—O®<«—0

Monitoring process (steps)

Establishing a foundation for monitoring (£ =% 1 > 7 O & OH#EH)
NER#EHl D~<— 2 Z 1 > (control baseline) ZE®H 5,

Designing and executing monitoring procedures (F:#f Fki D% EF & i)

YA OEBEWIZIS CIzE=8 1 v 7 ORE & Fhfi,

Assessing and reporting the results (GFAl & & S D)

— Assess-and-report phase (Fl:ffi & #5450 7 = —X)

FT=X YT PROEBIZE > THONT-REBEOELIBLLfT (+ (prioritizing
findings) %17\, WEKEHI O EERMESEZALNCT D E L BIC, FFESNTZ
& (deficiencies) ([Z DWW TIIEF LA ICHE T H, MEITIG U CTRIERE (corrective
action) Zi#E L %,

The organization should select, develop, and perform ongoing monitoring (routine
basis) and/or separate evaluations (non-routine basis, e.g., periodic internal audits by
the internal auditors, evaluations by ad hoc committees) ascertain whether the
components of internal control are present and functioning.

DA, NEBHEHI O components NFEFE LEREL TWAD Z L 2fEND D720, (AxDE
BoOhTHEYNERERT D) BEME=FY 2T & GEMME TR ERIND)
BMIRETE (MBEEANCISEHNLAREECHNEERIC L 5FE%) 28R, %
. EfiS~EThHD,

Note that regular reporting by the CFO to the audit committee represents
“communication of deficiencies (or reporting of deficiencies)”, not “ongoing
monitoring”.

CFO (2 X % audit committee ~® PR O AR ULIZ B 2 EHIR 2 | &1L, PEBHE
o TR EDIRE (REO|E)I OFITHY ., THFHUE=2Y 7] TIEHELFIZE

B
=l
IS
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IV. ENTERPRISE RISK MANAGEMENT (ERM) (£# BRI TR AL k)

A.

Definition of “Enterprise Risk Management” (E RM®DE &

Enterprise risk management (ERM) is the culture, capabilities, and practices, integrated
with strategy-setting and performance, that organizations rely on to manage risk in creating,
preserving, and realizing value.
2HMYRIIRIDAU N (ERM) i, MBPHEEZRIEL., #FL, ERI IBERICE
WTY A7 2T 50T 5, BMIEREB LR T+ =< A LMEESNIZALTF ¥
—. BEh EBTHD,
Y Management is responsible for the development and implementation of the enterprise
risk management framework and process.

NEHEHIERE | ERMOT7 L —AU—27 70t 20 - EAOELEEITREE TH D,

Value (ffif&)
1.  Value creation (ffif D&l )

e.g., Anew product is successfully launched and its profit is positive.
Bl) R NEFICRERRIC I EE T, FlRRb T T A Th o7,
2.  Value preservation (ffifii > ##F)

e.g., The continuous delivery of superior products results in customers’ continuous
satisfaction.
Bl KOENERGERME LT D2 LA BEOMBR R IZER > TWD,

3.  Value realization (ffifif »E3H)

e.g., Distribution of dividends to shareholders, Increased profitability and stock prices
(for the shareholders).
i) %im@m%@iﬁ\H%ft&iim)éﬁ@ﬁﬁﬁ@ﬁi%ﬁﬁwhﬁo

4. Value erosion (ffifi > g&48)

e.g., Substantial resources are consumed to develop a new product but the
development is subsequently abandoned.
Bl) 270 OBPSAFRE ORI A I NN, ZFOBREI TR &I LT,

Goals of ERM (ERM®»I—JL)

1. Providing reasonable expectation (reasonable assurance) regarding the achievement
of entity’s strategy and business objectives.
OB EBTEBEOERICOVTEENIF (FENRID 25x 2.

Y¢ ERM helps the business to achieve various targets (financial and operational
(performance) targets).
ERMIiZ, Sthotfx 2 BEE (MBOER (X8 OBER) ok,

2, Assessing risks continuously and identify the steps to mitigate the risks.
MBS ) 22 23T 2 LIk -» T, DRIV EBRT 2FREEET 5,
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3. Identifying allocation of resources (improving deployment of capital) to mitigate the
risks.
U A7 OBHICLELRERDES 2 FE - WHET D,

4. Enhancing risk response decisions.
DRI ~OHMISIZET HEAZ 505,

5. Reducing operational surprises or unexpected losses.
EBLOFHERERSTBOBREROREL ST,

6. Seizing not only negative events (risks) but positive events (opportunities).
RAFTRADER (YRY) 2T, T3RAOER (BR) bIE2 D,

7. Identifying and managing multiple and cross-enterprise risks.
SENDEHMBY RV ZRELERT D,

D. Limitations of ERM (ERM®DER)

1. Limitations of ERM result from the realities that human judgment in decision making
can be faulty. Controls can also be circumvented by collusion of two or more persons
and the management could override the ERM processes.

ERMORFIZ, BEREEZIT) ABOHIB S RICL>TAEL D, £z, BHEoF (F
HELUER, WERLEMGIERE) NEARL THREIFREBME LY, BEFESLEH
M EWERMO7nt 2% 8HRY 5 (BT D) Btinbdbd,

— 2. The ERM system may also break down because of a number of reasons including
simple errors or mistakes.
ERMY AT AZ, BHIZTT —RIRZL-TEIVTHZ LD D,

—3. The ERM system cannot be perfect because of cost constraints.
VAT LOHEEICYE o TCAR FDFIEZ T HDOT, ERZERMY AT AIEHEL,

— 4. Moreover, the uncertainty* of future events, the complexity of the ERM system, and
competence (capabilities) of the employees responsible for its functioning may limit the
effectiveness of the ERM system.
SELICFRDELOFEEM*. ERMI AT LAOEMEE (SHEAEN LA EELRMICE
L2FETHLWIMBICHEAIND), SHICHEHYFEOEMEN (DRR) ITE-2THER
MOAZHEITHIR S TLE 5,

* uncertainty - RiESEME — BHERERNBELT 508 2 1R (The state of not knowing
if potential events may manifest.),

—> ¢ These limitations may preclude management and a board of directors from having
reasonable expectation (reasonable assurance) regarding achievement of the entity’s
strategy and business objectives.

INLORANRD L7202, BEHEE board [Tt & FEAFOEKICONWTEE
T (GEMNRIED Z2BA5CENTELHLIBIBENLD D,
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E. Enterprise Risk Management Terms (ERM IZ# I+ 5=

1.

Culture (HNVF ¥ — - ¥ (b)

Culture is the attitudes, behaviors, and understanding about risk that influence the
decisions of management and personnel and reflect the mission, vision, and core
values of the organization.

AIVTFr— (XL LT, BEESLUEEBOHMNCEEELE L2, Mo vy,
EarBIa7znNya—%2KBL7, VAZIIXTHRE, 78, BEOKRHTHD,

Core values (27 /NY =—)

Core values are the entity’s beliefs and ideals about what is good or bad, acceptable
or unacceptable, which influence the behavior of the organization.
AT7NYa—Lid HBLE ARITALELTACHTISHOEFEERZ T, Mo
TANCHBEEADHDTH D,
% Core values of an entity most closely correlate with its culture.

a7 a—iF ALFry— ([@EE) Lbo L bEERBERICH D,

Strategy (E&RS)

Strategy is the organization’s plan to achieve its mission and vision and apply its
core values.

B EX, SHEBZ0I v 3y - EDaVEEKRL, 7N aAa—%2EBRTIH-DD
EHMLBHETH D,

Business objectives (Z ¥ F %)

Business objectives are those measurable steps the organization takes to achieve its
strategy.
BEREL L. S ERT L -OORERREERTY T (FE) ThHho,

Y¢ Mission and vision are most closely correlate with an entity’s strategy.
Syvarv-Evavid SHEOHEBL Lo L LEERBERICH D,

| Mission - Vision — Strategy — Business objectives

Risk Appetite (U 2 7 j%&4f)

Risk appetite is the types and amounts of risk, on a broad level, that an entity is willing
to accept in pursuit of value.

JRVEIF LT, SHBREEZERTDHICY > THEATZITAND, RIAWY 27O
FIEHEREEZ VD,

— DDA TED Y 27,

¢ Risk appetite is established (set) by management with oversight from the board
of directors.
)R EGFIE. board DEHRDEL L TREFEDRET 2,
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6. Inherent risk and Residual risk ([HH U 27 LERY 2 7)

a. Inherent risk is the risk to an entity in the absence of any actions (responses)
management might take to mitigate the risk’s likelihood or impact.
BEEVRY L%, REEDRAEFMRECKELELBILT 27-200ORISREERKL
TLAEWKRIZB TSI A7 205,

b.  Residual risk is the remaining risk after management has taken actions
(responses) to mitigate the risk’s likelihood or impact.
BRRYRY LIx, REZDFAREMECR B 2 BT 5 72D O XfIGR & £ L
FREEEELTWVWR Y X7 %2019,
Yo BEFIZ, 2 D0 residual risk % L LIRFT9 5,
- Target residual risk (2 —4%v FERYR V) (BEHE)
- Actual residual risk (E[EERY X Y) (EEE)
— Actual 28 Target # EEl>f-15&. &EEHIL severity 251 & TiF 51BN
KINR & FFE « BT XETH D,

F. 5 Components and 20 Principles of ERM (ERM® 5 DDERER &L 200 RE])

1. The ERM Framework is a set of principles (elements) organized into 5 interrelated
components. The 5 components are supported by the 20 principles that cover
everything from governance to reporting.

ERM7 VL —AU—7 %, HEIZEET S5 ODDBREZFOFICHK S - —HoRA]
(BEFR) "H72oTWb, 520 components X, Ao Aanb@tsEFcoeratk
A% J13—F 25200 principles [Z X > TXx b T35,

2. Determining whether an entity’'s ERM is effective is a judgment resulting from an
assessment of whether the 5 components are present and functioning effectively
and efficiently. Therefore, the five components are also criteria for evaluating the
effectiveness of ERM.

SHEDOERMBEZNE H L. 520 components NEFEEL. N OEM - $HEMIC
HEELTWLE N E I M THIBENS, LER->T5-50D components (. ERM®DER
EOFFEEETHLH D,

Five Components of ERM
GO PRO

D Governance and Culture

© Strategy and Objective-Setting

@ Performance

@ Review and Revision

® Information, Communication, and Reporting (Ongoing)
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5 Components of ERM and 20 Principles Supporting Each Component

ERM® 5 DM Components & %& Component %3 2 %5200 Principles

A. Governance and Culture (H/N\F+ YR EHLFv—)

1.

Exercises board risk oversight.

WMEERENV A7 OBREITO,

Establishes operating structures.

EBRBELHENLT D,

Defines desired culture.

PELVWALFY—5EEDT D,

Demonstrates commitment to core values.
aF7NYa—ZxdFsraly bAY NERATS,

Attracts, develops, and retains capable individuals (employees).
BRELGAM (RER) 2EEOF. ElL, HFT 2,

B. Strategy and Objective-Setting (il & HAZDORE)

6.

Analyzes business context.
EERBEY T D,

Defines risk appetite.
JROERZED D,

Evaluates alternative strategies.
REBB M5,
Formulates business objectives.
BERELMHLTD,

C. Performance (/XT7A4#—<T 2 R) |[2&FBICEE

10.

1.

12.

13.

14.

Identifies risks.

VR &#8ET D,

Assesses severity of risk

Y27 DEREZFET 5,
Prioritizes risks.

U227 0BEIBMATEZT S,
Implements risk responses.
YDROREEREZE T 5,
Develops portfolio view.

R—br I VADBREZRKET D,
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