
Procedures for loaning Funds to Others 

1. Purpose:
In order to  ensure that  the company's management  of fund loans to  others is adhered to
and to  reduce operat ing risks,  these procedures are specially formulated.

2. Scope:
This applies to  any company that  borrows funds from others.

3. Definit ion:
3.1 Parent  company and subsidiaries: ident ified in accordance with the financial

report ing standards for securit ies issuers.
3.2 Short -term: refers to  the period of one year or one business cycle (whichever is

longer).  
3.3 Net  worth: refers to  the equity at t ributable to  the owners of the parent  company on 

the balance sheet  as st ipulated in the financial report ing standards of the 
securit ies issuer.  

3.4 Business t ransact ion amount : refers to  the purchase or sales amount  between our 
company and other companies,  whichever is higher.  

3.5 Financing amount : refers to  the cumulat ive balance of the company’s short -term 
financing funds.  

3.6 Announcement  report ing: refers to  entering the informat ion report ing website 
designated by the Financial Supervisory Commission.  

3.7 The date of occurrence: refers to  the signing date,  payment  date,  board resolut ion 
date or other date when sufficient  funds are available to  
determine the object  and amount  of the loan,  whichever is 
the earlier.  

3.8 All directors (members): refers to  all directors or members during their term of 
office.  

4. Reference documents:
4.1 Art icle 15 of the Company Law.
4.2 The provisions of Art icle 36-1 of the Securit ies and Exchange Law.
4.3 The guidelines for handling capital loans and endorsement  guarantees for publicly

issued companies promulgated by the Financial Supervisory Commission of the 
Execut ive Yuan. 

5. Rights and Responsibilit ies:
5.1 Financial unit : conduct  credit  analysis based on the borrowing company's financial

status,  profitability,  solvency, etc. ,  prepare a credit  report ,  formulate 
the interest  rate and financing period, and be responsible for 
establishing a loan record for funds and others.  

5.2 Audit  Commit tee: Responsible for the review and approval of funds loaned to  others.  
5.3 Board of Directors: Responsible for passing resolut ions on capital loans to  others.  

6. Flowchart :
(not  applicable).

7. Procedure/Method:
7.1 Objects of loans and funds

The company's funds may not  be loaned to  shareholders or any other person except  
in the following circumstances: the responsible person who violates the regulat ions 
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shall be joint ly and severally liable with the borrower for the return: 
7.1.1 Those who have business dealings between companies or banks.  
7.1.2 There is a need for short -term financing between companies or banks.  

7.2 Evaluat ion criteria for lending funds to  others 
7.2.1 Those who lend funds due to  business relat ionships shall comply with the 

provisions of 7.3.2.1.  
7.2.2 Those who need to  provide short -term financing and lend funds shall be limited 

to  the following circumstances: 
7.2.2.1 A company in which the company holds more than 50% of the shares 

has the need for short -term financing due to  business needs.  
7.2.2.2 Other companies or firms need short -term financing due to  material 

purchase or operat ional turnover needs.  
7.2.2.3 Other fund loans approved by the company’s board of directors.  

7.3 Total amount  of capital loans and limits for individual objects 
7.3.1 Limit  on the total amount  of funds loaned 

Including business t ransact ions between companies or banks and the need for 
short -term financing, the company's total loan amount  shall not  exceed 40% of 
the company's net  worth.  
7.3.1.1 For those who have business t ransact ions between companies or banks,  

the total loan amount  shall not  exceed the business t ransact ion amount .  
 The total amount  or 40% of the company's net  worth,  whichever is 

lower.  
 7.3.1.2 If there is a need for short -term financing between companies or banks,  

the total loan amount  shall not  exceed 
 7.3.2 Limits of capital loans and individual objects 

7.3.2.1 For those who have business relat ionships between companies or banks,  
the amount  of individual loans shall not  exceed the amount  of business 
t ransact ions between the two part ies.  

7.3.2.2 If there is a need for short -term financing between companies or banks,  
the individual loan amount  shall not  exceed 10% of the company's net  
worth.  

7.3.3 The Company's foreign companies that  direct ly and indirect ly hold 100% of the 
vot ing shares engage in capital loans,  or foreign companies that  direct ly and 
indirect ly hold 100% of the vot ing shares engage in capital loans to  the 
Company are not  subject  to  7.3.1 and 7.3.  2 rest rict ions.  However,  the total 
amount  of capital loan and the limit  for individual objects should st ill be set ,  
and the period of capital loan should be clearly specified.  

7.4 Capital loan, term and interest  calculat ion method 
7.4.1 The term of each capital loan shall not  exceed one year from the date of 

disbursement .  
7.4.2 The interest  on loan funds is calculated on a daily basis.  The sum of the daily 

loan balances (i.e.  the total accumulated amount) is first  mult iplied by its 
annual interest  rate,  and then divided by 365 to  determine the interest  amount .  
The annual interest  rate shall not  be lower than the maximum interest  rate for 
short -term borrowings from the company's financial inst itut ions.  

7.4.3 Unless there are special provisions,  interest  on loaned funds shall be charged 
once a month as a principle.  In special circumstances,  it  may be adjusted based 
on the actual situat ion with the approval of the board of directors.  

7.5 Fund loan and processing procedures 
7.5.1 The borrower should provide the necessary basic company informat ion, 

financial informat ion and guarantee informat ion, fill out  an applicat ion 
describing the purpose of the funds,  the loan period and the amount ,  and then 
submit  it  to  the company's financial department .  



7.5.2 If funds are loaned due to  business relat ionships,  the person in charge of the 
company's financial unit  should evaluate whether the loan amount  is equivalent  
to  the business amount ; if short -term financing is necessary,  the reasons and 
circumstances for obtaining the loan should be listed ,  conduct  a credit  
invest igat ion, and submit  relevant  informat ion and proposed loan condit ions to  
the head of the financial unit  and the general manager before submit t ing it  to  
the board of directors for resolut ion.  

 
7.6 Detailed review procedure 

7.6.1 Necessity and rat ionality of lending funds to  others: 
The financial unit  conducts a detailed invest igat ion and evaluat ion review of the 
loan target .  The evaluat ion mat ters should at  least  include: 
7.6.1.1 The necessity and reasonableness of lending funds to  others.  
7.6.1.2 The financial status of the loan recipient  shall be used to  determine 

whether the amount  of the loan is necessary.  
7.6.1.3 Whether the accumulated loan amount  is st ill within the limit .  
7.6.1.4 Impact  on the company’s operat ional risks,  financial status and 

shareholders’ equity.  
7.6.1.5 Whether collateral and the assessed value of the collateral should be 

obtained. 
7.6.1.6 Attach loan and counterparty credent ials and risk assessment  records.  

7.6.2 Credit  reference and risk assessment  of loan recipients:  
After the company accepts the applicat ion, the financial unit  shall conduct  an 
invest igat ion and evaluat ion based on the borrower's business,  financial status,  
profitability,  solvency, credit  and loan purpose,  etc. ,  prepare a credit  report ,  
and formulate the interest  rate and financing period ,  submit  it  to  the general 
manager and chairman for approval,  and submit  it  to  the board of directors for 
resolut ion.  

7.6.3 Preservat ion 
When the company handles capital loans,  in addit ion to  providing financing to  
subsidiaries,  it  should obtain a guaranteed promissory note of the same amount  
and, if necessary,  set  up a mortgage on movable or immovable property.  For 
the debt  guarantee ment ioned in the preceding paragraph, if the debtor 
provides an individual or company with considerable financial resources and 
credit  as a guarantee in lieu of providing collateral,  the board of directors may 
refer to  the credit  report  of the financial unit .  If a company is used as a 
guarantee,  at tent ion should be paid to  whether there is any provision in it s 
art icles of associat ion. The terms may be determined as guarantees.  

7.6.4 Scope of authorizat ion: 
7.6.4.1 Fund loan mat ters handled by the company shall be submit ted to  the 

general manager for approval after credit  invest igat ion by the 
company's financial unit ,  approved by the audit  commit tee,  and 
approved by the board of directors.  No other person shall be 
authorized to  make decisions.  

7.6.4.2 Fund loans between the company and its subsidiaries,  or between 
subsidiaries,  shall be approved by the audit  commit tee and approved by 
the board of directors.  The chairman of the board may be authorized to  
lend to  the same loan object  within a certain amount  and shall not  
exceed the board of directors' resolut ion. The loan can be loaned in 
installments or used on a recurring basis within one year.  The certain 
quota ment ioned in the preceding paragraph, except  for those that  meet  
the provisions of 7.3.3,  the company and its subsidiaries' capital loan 
and authorizat ion quota for a single enterprise shall not  exceed 10% of 



the company's latest  financial statement  net  worth.  
 

7.7 Announcement  and applicat ion procedures 
7.7.1 Announce and report  the balance of funds loaned to  others by the company and 

its subsidiaries in the previous month before the tenth day of each month.  If 
the balance of funds loaned to  others reaches one of the following standards,  
an announcement  shall be made within two days from the date of occurrence of 
the fact .  
7.7.1.1 The balance of funds loaned by the company and its subsidiaries to  

others exceeds 20% of the net  value of the company’s most  recent  
financial statements.  

7.7.1.2 The loan balance of the company and its subsidiaries to  a single 
enterprise exceeds 10% of the net  value of the company’s most  recent  
financial statement .  

7.7.1.3 The amount  of new capital loans of the company or it s subsidiaries 
exceeds NT$10,000,000 and exceeds 2% of the net  value of the 
company’s most  recent  financial statements.  

7.7.2 If the company's subsidiaries are not  domest ic publicly issued companies,  if the 
subsidiary has mat ters that  should be announced and reported in 7.7.1.3,  the 
company shall handle them. 

 
7.8 Follow-up control measures for loaned amounts and procedures for handling overdue 

claims 
7.8.1 The financial unit  should establish a review book and record the details of the 

objects to  which funds are loaned, the amount ,  the date approved by the board 
of directors,  the date of fund lending, and mat ters that  should be carefully 
evaluated in accordance with these operat ing procedures for future reference.  

7.8.2 After the funds are loaned, you should always pay at tent ion to  the financial,  
business and related credit  status of the borrower and the guarantor.  If any 
collateral is provided, you should also pay at tent ion to  whether there is any 
change in the value of the guarantee.  In case of major changes,  you should 
Immediately not ify the chairman of the board and take appropriate act ion 
according to  inst ruct ions.  

7.8.3 When the borrower repays the loan at  or before the maturity of the loan, he 
should first  calculate the interest  payable and repay the principal together with 
the principal before canceling the promissory note and returning it  to  the 
borrower or canceling the mortgage.  

7.8.4 The borrower shall repay the principal and interest  immediately when the loan 
matures.  In case of violat ion, the Company may take disciplinary act ion and 
recover compensat ion in accordance with the law with respect  to  the collateral 
or guarantor provided.  

7.8.5 If the balance of the company's capital loans to  others originally complied with 
the regulat ions,  but  subsequent ly changed due to  circumstances such as a 
decrease in net  worth,  causing the loan recipients to  fail to  comply with the 
provisions of this procedure or the balance exceeded the limit ,  an improvement  
plan should be formulated and submit ted to  all members of the audit  commit tee,  
and Complete improvements according to  planned schedule.  

 
7.9 In order to  st rengthen the company’s control over fund lending and operat ions,  the 

company’s internal audit  should audit  the operat ing procedures and implementat ion 
of fund lending to  others at  least  quarterly,  and make writ ten records.  If major 
violat ions are discovered, a writ ten not ificat ion should be issued immediately All 
members of the Audit  Commit tee.  



 
7.10 The company should evaluate the situat ion of capital loans and set  aside adequate 

provisions for bad debts,  appropriately disclose relevant  informat ion in financial 
reports,  and provide relevant  informat ion to  cert ified accountants to  perform 
necessary verificat ion procedures.  

 
7.11 If a subsidiary of the Company intends to  lend funds to  others,  the subsidiary shall 

establish operat ing procedures for lending funds to  others in accordance with 
regulat ions,  and shall handle the mat ter in accordance with the prescribed operat ing 
procedures.  

 
7.12 The Company shall follow prescribed procedures when lending funds to  others.  If 

major violat ions are discovered, managers and sponsors shall be punished based on 
the violat ion.  

 
7.13 This operat ing procedure shall be approved by the Audit  Commit tee,  passed by the 

Board of Directors,  and implemented after being reported to  the shareholders' 
meet ing for approval.  If any director expresses object ions and has a record or 
writ ten statement ,  the company shall submit  the object ions to  the Audit  Commit tee 
and report  to  the shareholders.  It  will be discussed, and the same goes for 
revisions.  

 
7.14 When this operat ing procedure is submit ted to  the board of directors for discussion, 

the opinions of each independent  director should be fully considered. If the 
independent  directors have object ions or reservat ions,  they should be stated in the 
minutes of the board meet ing.  

 
7.15 The company's formulat ion or revision of operat ing procedures for lending funds to  

others must  be approved by more than half of all members of the audit  commit tee 
and submit ted to  the board of directors for approval.  If there is no consent  from 
more than one-half of all members of the Audit  Commit tee,  it  may be carried out  
with the consent  of more than two-thirds of all directors,  and the resolut ion of the 
Audit  Commit tee shall be recorded in the minutes of the board meet ing.  

 
8.  Related documents: 

8.1 Documentat ion: 
 (not  applicable) 

 
8.2 Form: 

 (not  applicable) 
 

8.3 Records and Others: 
 (Inspect ion book) 

 


