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Regulations Governing the Management of Endorsements 

and Guarantees 

Article 1: Objective 

This operating procedure is established in accordance with the Regulations 

Governing Loaning of Funds and Making of Endorsements or Guarantees by 

Public Companies. All endorsements or guarantees by the Company shall be 

handled in accordance with these regulations. 

Article 2: Subjects of endorsements or guarantees 

The Company may make endorsements or guarantees for the following 

companies:  

1. A company with which it does business. 

2. A company in which the Company directly and indirectly holds more than 

50% of the voting shares. 

3. A company that directly and indirectly holds more than 50% of the voting 

shares in the Company. 

4. Companies in which the Company holds, directly or indirectly, 90% or 

more of the voting shares may make endorsements or guarantees for each 

other, and the amount of endorsements or guarantees may not exceed 10% 

of the net worth of the Company. This restriction does not apply to 

endorsements or guarantees made between companies in which the public 

company holds, directly or indirectly, 100% of the voting shares. 

5. When the Company fulfills its contractual obligations by providing mutual 

endorsements or guarantees for the purpose of undertaking a construction 

project, or when all capital contributing shareholders make endorsements 

or guarantees for a company they have jointly invested in in proportion to 

their shareholding percentages, such endorsements or guarantees are free 

of the restrictions of the preceding paragraph.  

Article 3: Scope of endorsements or guarantees 

1. Financing endorsements or guarantees, including bill discount financing, 

endorsements or guarantees made to meet the financing needs of another 

company, and the issuance of a separate negotiable instrument to a 



nonfinancial enterprise as security to meet the financing needs of the 

company itself. 

2. Customs duty endorsements or guarantees, meaning an endorsement or 

guarantee for the company itself or another company with respect to 

customs duty matters. 

3. Other endorsements or guarantees, meaning those beyond the scope of the 

above two subparagraphs. 

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. 

Article 4: Amount of endorsements or guarantees 

The total amount of endorsements or guarantees by the Company shall not 

exceed 40% of the net value of the Company’s latest financial statement, and 

the endorsements or guarantees for a single company shall not exceed 20% of 

the net value of the Company’s latest financial statement. 

The total amount of external endorsements or guarantees of the Company and 

its subsidiaries shall not exceed 40% of the net value of the Company’s latest 

financial statement. The total amount of endorsements or guarantees for a 

single company shall not exceed 20% of the net value of the Company’s latest 

financial statement.  

The net value in the preceding paragraph is based on the latest financial 

statement issued or reviewed by an accountant.  

For endorsements or guarantees for companies as a result of business dealings, 

the cumulative amount of endorsements or guarantees shall not exceed the 

total amount of business transactions with the companies.  

Article 5: Procedures for endorsements and guarantees  

1. When applying for endorsements or guarantees, the finance department 

shall—on the basis of the application of the endorsement or guarantee 

subject—verify whether its qualifications and amount meet the 

requirements of this procedure and whether it has reached the standard for 

announcement and declaration. After the verification results, together with 

the results of a detailed review process in accordance with Article 6, have 

been submitted to the general manager and chairperson for approval, they 

are submitted to the board of directors for discussion and approval.  

2. The finance unit shall prepare a memorandum book for its endorsement 

and guarantee activities. After an endorsement or guarantee is approved by 



the board of directors, in addition to applying for seals in accordance with 

the prescribed procedures, the entity for which the endorsement or 

guarantee is made, amount, the date of passage by the board of directors 

or date of authorization by the chairman of the board, the date the 

endorsement or guarantee was made, and matters requiring careful 

evaluation in accordance with Article 6 shall be recorded for future 

reference. Documents such as relevant bills and agreements shall also be 

photocopied and stored.  

3. Internal auditors shall audit the operational procedures for endorsements 

or guarantees for others and the implementation thereof quarterly and 

prepare written records accordingly. They shall promptly notify the audit 

committee in writing of any material violation found.  

4. When the endorsed or guaranteed entity repays, it shall notify the 

Company of the repayment information to release the Company from its 

endorsement or guarantee obligations, and the relevant information shall 

be recorded in the memorandum book for endorsements or guarantees.  

Article 6: Detailed review procedure for endorsements and guarantees  

The Finance Department shall conduct a detailed review of the Company’s 

endorsements and guarantees and produce an opinion, including:  

1. State the entity for which the endorsement or guarantee is made, amount, 

reasons, and conditions and date of discharge from endorsement or 

guarantee obligations.  

2. Analyze and evaluate the necessity and reasonableness of endorsements 

and guarantees. 

3. Analyze and evaluate the credit and operation status of the entity for 

which the endorsement or guarantee is made.  

4. Analyze and evaluate the impact of the endorsement or guarantee on the 

Company’s operating risks, financial status, and shareholder equity.  

5. Determine whether collateral must be obtained and appraise the value 

thereof. 

Article 7: Control procedures for endorsements and guarantees by subsidiaries  

1. When the Company’s subsidiaries intend to engage in external 

endorsements or guarantees, the Company shall supervise the subsidiaries 

in complying with the Regulations Governing the Loaning of Funds and 

Creation of Endorsements and Guarantees by Public Companies enacted 



by the Financial Supervision Committee, as well as consider the 

Company’s opinions to establish the Procedure for Endorsing or Providing 

Guarantees for Others. After approval by the subsidiary’s board of 

directors, the procedure shall be reported to the subsidiary’s shareholders 

meeting; the same applies to any amendments. 

2. The Company shall supervise its subsidiaries to review whether the 

Procedure for Endorsing or Providing Guarantees for Others meets the 

requirements of relevant regulations, as well as whether the transaction 

deals of the endorsements or guarantees handle relevant matters in 

accordance with the requirements of this procedure.  

3. Subsidiaries shall prepare a detailed statement of endorsements for others 

in the previous month before the 10th day of each month and submit it to 

the Company.  

4. The internal auditors of the subsidiaries shall audit the operational 

procedures for endorsements or guarantees for others and the 

implementation thereof quarterly and prepare written records. They shall 

promptly notify the audit committee in writing of any material violation 

found.  

5. When the internal auditors of the Company visit subsidiaries for 

inspection in accordance with the annual audit plan, they should 

understand the implementation of the operating procedures for the 

subsidiaries’ endorsements and guarantees to others. Deficiencies detected 

shall be followed-up constantly to track improvements, and a report shall 

be produced and submitted to the chairman of the board.  

6. Subsidiaries and parent companies referred to in this procedure shall be 

identified in accordance with the Regulations Governing the Preparation 

of Financial Reports by Securities Issuers. The financial report of the 

Company is prepared in accordance with the International Financial 

Reporting Standards, in which net value refers to the equity where the 

balance sheet is attributable to the owner of the parent company as 

required by the Regulations Governing the Preparation of Financial 

Reports by Securities Issuers. 

Article 8: Authorization and use of the company seal 

1. The Company shall use a company seal registered with the Ministry of 

Economic Affairs as the dedicated seal for endorsements and guarantees. 



The seal shall be kept in the custody of a designated individual approved 

by the board of directors and may be used to seal or issue negotiable 

instruments only in prescribed procedures.  

2. When making a guarantee for an overseas company, the Company shall 

have the Guarantee Agreement signed by a person authorized by the board 

of directors. 

Article 9: Decision-making and authorization levels  

1. The finance unit shall submit endorsements and guarantees to the general 

manager and chairperson of the board for approval, after which they are 

implemented following the resolution of the board of directors. In addition, 

the opinions of approval or independent directors shall be fully considered, 

and those specifically expressing assent or dissent and the relevant reasons 

shall be included in the minutes of the board of directors’ meeting.  

2. In case of an emergency, the board of directors may authorize the 

chairperson to decide and implement an endorsement or guarantee within 

NT$30 million in accordance with the relevant provisions of this 

procedure. The relevant matters are then reported to the board of directors 

and shareholders’ meeting for approval.  

3. When the Company needs to exceed the limits set out in the Operational 

Procedures for Endorsements and Guarantees to satisfy its business 

requirements, and when the conditions set out in said operational 

procedures are complied with, it shall obtain approval from the board of 

directors, 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 the Operational 

Procedures for Endorsements and Guarantees accordingly and submit 

them to the shareholder meeting for ratification afterwards. If the 

shareholder meeting does not provide consent, the company shall adopt a 

plan to discharge the amount in excess within a given time limit.  

Article 10: Announcement and reporting procedure  

1. The Finance Department of the Company shall announce and report the 

previous month’s balance of endorsements or guarantees of itself and its 

subsidiaries by the 10th day of each month. 

2. If the Company’s balance of endorsements or guarantees reaches one of 

the following levels, the Company shall report it within 2 days 



commencing immediately from the date of occurrence: 

(1) The aggregate balance of endorsements and guarantees reaches 50% 

or more of the Company’s net worth as stated in its latest financial 

statement. 

(2) The balance of endorsements and guarantees for a single enterprise 

reaches 20% or more of the Company’s net worth as stated in its 

latest financial statement.  

(3) The balance of endorsements and guarantees for a single enterprise 

reaches NT$10 million or more and the aggregate amount of all 

endorsements and guarantees, long-term investments, and loan 

balances to such enterprise reaches 30% or more of the Company’s 

net worth as stated in its latest financial statement.  

(4) The amount of new endorsements/guarantees made by the Company 

or its subsidiaries reaches NT$30 million or more, and reaches 5% or 

more of the Company’s net worth as stated in its latest financial 

statement. 

The term “announce and report” in the preceding paragraph means the 

process of entering data on the information reporting website designated 

by the Financial Supervisory Commission.  

The Company shall announce and report on behalf of any subsidiary that 

is not a public company of the Republic of China any matters that it is 

required to announce and report pursuant to the subparagraphs of the 

preceding paragraph. The proportion of the balance of endorsements and 

guarantees of the subsidiary in the preceding paragraph to its net worth is 

calculated using the proportion of its endorsement and guarantee balance 

to the net worth of the Company. 

The Company shall evaluate or record the contingent losses for 

endorsements and guarantees, as well as adequately disclose information 

on endorsements and guarantees in its financial reports and provide 

certified public accountants with relevant information for implementing 

necessary audit procedures.  

Article 11: For circumstances in which an entity for which the Company makes any 

endorsement or guarantee is a subsidiary with a net worth lower than half 

of its paid-in capital, relevant follow-up monitoring and control measures 

shall be expressly prescribed. 



When the Company or its subsidiary endorses or guarantees a subsidiary with 

a net worth less than half of its paid-in capital, in addition to a detailed review 

of the necessity and reasonableness of the endorsement or guarantee and a risk 

assessment of the endorsed or guaranteed entity in accordance with Article 6, 

the guaranteed subsidiary may be required to provide appropriate collateral, 

the value of which shall be evaluated on a quarterly basis to ensure it is 

equivalent to the endorsed or guaranteed balance. Additional collateral may be 

required, and follow-up control and management plans shall be formulated 

and reported to the board of directors for discussion and approval.  

In the case of a subsidiary that has shares with no par value or a par value 

other than NT$10, for the paid-in capital in the calculation of the preceding 

paragraph, the sum of the share capital plus paid-in capital in excess of the par 

value shall be substituted.  

Article 12: The penalty for violating this regulation or the company’s Operational 

Procedures for Endorsements and Guarantees by managers and personnel in 

charge 

When the Company handles matters related to endorsements or guarantees, 

managers and personnel in charge who take advantage of their positions to 

engage in illegal endorsements or guarantees and violate this operation 

procedure shall be punished in accordance with the relevant regulations.  

Article 13: Without the consent of the shareholder meeting for this regulation, the 

Company shall not engage in endorsements or guarantees.  

Article 14: Matters not covered herein shall be handled in accordance with the relevant 

laws and regulations as well as the relevant regulations of the Company.  

Article 15: Implementation and amendments 

Amendments to this procedure shall be approved by the audit committee 

followed by the board of directors, after which they shall be submitted to the 

shareholder meeting for approval.  

After an audit committee is established, the Company formulating or 

amending its Asset Acquisition or Disposal Procedure shall require the 

approval of half or more of all audit committee members, and furthermore, 

such formulations or amendments shall be submitted for a resolution by the 

board of directors  

If the approval of half or more of all audit committee members is not obtained, 

the operational procedures may be implemented if approved by two-thirds or 



more of all directors, and the resolution of the audit committee shall be 

recorded in the minutes of the board of directors’ meeting.  

The terms “all audit committee members” in Paragraph 3 and “all directors” 

in the preceding paragraph shall be counted as the actual number of people 

currently holding those positions.  

When the Company engages in matters related to endorsements and 

guarantees and submits the Operational Procedures for 

Endorsements/Guarantees to be discussed by the board of directors pursuant 

to the preceding paragraph, the board of directors shall fully consider each 

independent director’s opinions. Independent directors who express assent or 

dissent and their reasons shall be included in the minutes of the board of 

directors’ meeting.  

When the entity for which an endorsement or guarantee is made no longer 

meets the requirements of these regulations as a result of changes in 

circumstance, or the amount of endorsement or guarantee exceeds the limit, 

the Company shall adopt rectification plans and submit them to the audit 

committee, and then complete the rectification according to the timeframe set 

out in the plan. 

 


