
PharmaEssentia Corporation 

Procedures for Loaning Funds to Others 

Article 1 Purpose and legal basis 

According to the needs for business operations, PharmaEssentia Corporation 

(hereinafter “the Corporation”) may loan funds to other companies 

(hereinafter “borrowers”) by following the Procedures for Loaning Funds to 

Others (hereinafter “the Procedures”), which were established in accordance 

with the Regulations Governing Loaning of Funds and Making of 

Endorsements/Guarantees by Public Companies. Any matter not set forth in 

the Procedures shall be dealt with in accordance with the applicable laws and 

regulations. 

 

Article 2 Eligible entity and assessment criteria 

According to the Company Act, the Corporation may not loan funds to its 

shareholders or others, except for those who fulfill one of the following 

requirements. 

1. A company or business with which the Corporation has business 

relationships: The term “business relationships” refers to purchases or 

sales between the party and the Corporation. 

2. A company or business with which an intercompany or interfirm short-term 

financing facility is necessary: This refers to a situation where short-term 

financing is required for one of the Corporation’s investee (a company or 

business) valued under equity method because of the needs of business 

operations, or where short-term financing is required for a company or 

business because of purchase of materials or operational needs. The term 

“short-term,” according to a ruling issued by the Ministry of Economic 

Affairs, refers to a period one year or one operating cycle in length, 

whichever is longer. The term “financing amount” denotes the 

cumulative balance of the Corporation’s short-term financing. 

 

Article 3 Total and maximum amount of loans permitted to a single borrower 

The aggregate amount of the Corporation’s short-term financing and the 

maximum amount of loans permitted to a single borrower (for either of the 



conditions mentioned in the preceding article) shall be reported to the Audit 

Committee and the Board of Directors for approval before being released. 

1. The aggregate amount of the Corporation’s short-term financing shall not 

exceed 40% of the Corporation’s net worth. 

2. Where funds are lent to a company or business with which the Corporation 

has business relationships, the aggregate amount shall not exceed 40% of 

the Corporation’s net worth. In addition, each individual loan granted 

shall not exceed the business transaction amount in the past year between 

both parties. “Business transaction amount” refers to the amount of 

purchase or sale between the parties, whichever is higher. 

3. Where funds are lent to a company or business with short-term financial 

needs, the aggregate amount and each individual loan granted shall not 

exceed 40% and 10% of the Corporation’s net worth, respectively. 

4. Where funds are lent to overseas subsidiaries—in which the Corporation 

directly or indirectly holds 100% of the voting shares—with short-term 

financial needs, the loan granted shall be exempt from the lending limit 

of 40% of the Corporation’s net worth, and the loan duration is not 

subject to the limitation of one year or one operating cycle. However, 

such subsidiaries shall still specify the lending limit and the loan duration 

in its operating procedures. 

 

Article 4 Duration of loans and interest calculation 

The duration and interest calculation of a loan shall be reported to the Audit 

Committee and the Board of Directors for approval before the procedure 

proceeds. 

The duration of each loan shall not exceed one year. The monthly interest rate 

of such a loan shall not be lower than the average interest rate for short-term 

(one year) loans banks offer to the Corporation. Under special circumstances 

approved by the Board of Directors, the Corporation may change the interest 

rate or extend the duration of the loan according to actual needs. 

 

Article 5 Procedures for loaning funds 

1. Any borrower, when applying for a loan from the Corporation, shall submit 

an application or a governmental letter to the Financial Department of 

the Corporation for an assessment. After evaluating the purpose and 



objective of the loan and its benefits, the Financial Department shall 

annotate a dissenting or qualified opinion and drafts the interest rate and 

loan duration, all of which shall be reported to the general manager and 

the chairperson for approval. The case shall eventually be submitted to 

the Board of Directors for approval by resolution before implementation. 

2. In granting of a loan, the Corporation shall evaluate whether to request a 

note in an amount equivalent to that of the loan to be furnished as 

security; mortgage on real property or personal property shall be required 

where necessary. 

3. The Corporation’s loan granting matters shall be submitted to the Board of 

Directors for approval. No other person may be authorized to make such 

decisions. The comments of each independent director shall be duly 

considered, and the concurring or objecting position of such independent 

directors shall be clearly recorded in the minutes of the Board of 

Directors’ meeting, including any reason for objection. 

4. On expiration of the loan duration where a term extension is needed, the 

borrower’s credibility shall be reevaluated to determine the repayment 

deadline and interest rate, which are to be approved by the general 

manager and chairperson before being submitted to the Board of 

Directors for approval for reference. 

5. The Corporation shall establish and maintain a memorandum book for its 

fund-loaning activities and truthfully record the following information: 

borrower, amount, date of approval by the Board of Directors, lending or 

borrowing date, and the matters to be carefully evaluated under Article 6. 

 

Article 6 Procedures for scrutinizing loan funds 

1. The Corporation’s loaning of funds must be reported to the Audit 

Committee and Board of Directors for approval before the funds can be 

released. The scrutinizing process is detailed as follows. 

(a) Information including the borrower, amount, reasons, resolutory 

conditions, and dates must be specified. 

(b) Necessity and reasonableness of the loan 

The Financial Department shall cautiously evaluate the borrower 

and the lending limit to ensure compliance with the Procedures and 

relevant regulations; the reasons for objection or approval shall be 



rational. 

(c) Credit investigation and risk evaluation of the borrower 

On the basis of the business, financial condition, repayment 

capability, creditworthiness, profitability, purpose of the loan, and 

other credit information of the borrower, the Financial Department 

shall conduct review and credit investigation to produce a risk 

assessment report. 

(d) The risk for the Corporation’s operation and financial conditions and 

its impact on the rights of shareholders 

The risk assessment report proposed by the Financial Department 

shall include the effect of loans on the Corporation’s operating risk, 

financial position, and shareholders’ equity. 

(e) Whether collateral is required and appraisal on the value of the 

collateral 

i. According to the result of the aforementioned risk assessment, the 

Financial Department shall determine whether to request 

collateral and the expected value of the collateral to protect the 

Corporation’s interests. 

ii. Where collateral is requested for a loan, the Financial Department 

shall appraise the value of the collateral provided by the 

borrower. 

2. Opinions under the preceding paragraph shall be submitted to the general 

manager and the chairperson for approval and further to the Board of 

Directors for approval by resolution. No other person may be authorized to 

make such decisions. The comments of each independent director shall be 

duly considered, and the concurring or objecting position of such independent 

directors shall be clearly recorded in the Board of Directors’ meeting minutes, 

including any reason for objection. 

 

Article 7 Repayment 

1. After drawdown on a loan has been made, the financial, business, and 

relevant credit conditions of the borrower and the guarantor shall be 

regularly monitored. Where collateral is provided, changes in its values 

shall be noted. One month before the maturity of the loan, the borrower 

shall be notified to repay the principal and interest on maturity. 



(a) When the borrower is making a repayment on maturity, the interest 

shall first be calculated and repaid together with the principal before 

the cancellation and return of the promissory note, certificate of 

indebtedness, and relevant evidence of repayment. 

(b) On receiving a borrower’s application for cancellation of hypothec, 

the Corporation shall verify the existence of outstanding loan 

amount to determine whether to make the decision thereof. 

 

Article 8 Subsequent measures for control and management of loans and procedures for 

handling delinquent creditor’s rights 

1. Term extension 

Prior to loan maturity, relevant procedures concerning term extension 

may be performed with the approval of the Board of Directors where 

necessary. 

2. Delinquent creditor’s rights 

The Financial Department shall report delinquent creditors to the Legal 

Affairs Department and obtain approval of the general manager and the 

chairperson before using the notes, personal property, or real estate 

furnished as security for further legal actions to protect the Corporation’s 

interests. The implementation status shall be reported to the Board of 

Directors for approval for reference. 

3. Registration and archive of loan activities 

(a) The Corporation shall establish and maintain a memorandum book 

for its fund-loaning activities and truthfully record the following 

information: borrower, amount, date of approval by the Board of 

Directors, lending or borrowing date, and matters to be carefully 

evaluated under the Procedures. 

(b) Internal auditors shall perform auditing on the loaning of funds and 

the implementation of the Procedures every quarter and produce 

written auditing reports. Should any violation be found, a written 

report shall be needed to notify the Audit Committee and the Board 

of Directors. 

(c) Should there be any excess over the lending limit due to unexpected 

changes in the Corporation, the Audit Committee shall urge the 

Financial Department to set a deadline by which the excess loans 



and funds shall be retrieved. In addition, a corrective plan shall be 

provided to the Audit Committee. 

 

Article 9 Announcement and reporting procedure 

1. After debuting as a public company, the Corporation shall report the 

previous month’s loan balances of its head office and its subsidiaries to 

the Market Observation System by the tenth day of each month. 

2. After debuting as a public company, the Corporation shall announce and 

report events, where its loan funds reach one of the following levels, to 

the Market Observation System within two days following the date of 

occurrence of the fact: 

(a) The aggregate balance of loans by the Corporation and its 

subsidiaries to others reaches 20% or more of the Corporation’s net 

worth as stated in its latest financial statement 

(b) The balance of loans by the Corporation and its subsidiaries to a 

single enterprise reaches 10% or more of the Corporation’s net 

worth as stated in its latest financial statement 

(c) The amount of new loan funds by the Corporation and its subsidiaries 

reaches NT$10 million or more and reaches 2% or more of the 

Corporation’s net worth as stated in its latest financial statement 

3. On the basis of the Generally Accepted Accounting Principles, the 

Corporation shall evaluate the condition of its lending profile and reserve 

sufficient allowance for bad debts, adequately disclose information in the 

financial statement, and provide individuaauditors with necessary 

information for conducting due auditing. 

4. Should there be any reporting and announcement, namely the events in 

Paragraph 2 of this article, as required of a subsidiary of the Corporation, 

which is not a public company in Taiwan, the Corporation shall act on 

behalf of the subsidiary in doing so. 

 

Article 10 Procedures for managing loans to others by subsidiaries 

1. Subsidiaries of the Corporation shall comply with the provisions of the 

Regulations Governing Loaning of Funds and Making of 

Endorsements/Guarantees by Public Companies when formulating 

operating procedures for loaning funds to others. 



2. Subsidiaries of the Corporation may loan funds to others only after 

reporting to the Audit Committee and Board of Directors and obtaining 

their approval. 

3. Where a subsidiary of the Corporation is not a public company in Taiwan, 

the Corporation shall act on behalf of the subsidiary in announcing and 

reporting events stated in Article 9. 

 

Article 11 Penalty 

1. Internal auditors shall perform auditing on the loaning of funds and the 

implementation of the Procedures every quarter and produce written 

auditing reports. Should there be any severe violation found, a written 

report is needed to notify the Audit Committee in addition to a report 

submitted to the chairperson to determine the penalty. 

2. According to the degree of violation, the Corporation’s managerial officer 

and persons in charge who violate the Procedures are subject to penalties 

affecting their performance appraisal rating as stated in the Corporation’s 

provisions on personnel. 

 

Article 12 Implementation and amendment 

The Procedures and any amendments to them shall be subject to the approval 

by more than half of all members of the Audit Committee, approved by the 

Board of Directors, and submitted to the shareholders’ meeting for approval. 

Where any director expresses dissent as contained in the minutes or a written 

statement, the Corporation shall submit the documents related to the dissent 

to the Audit Committee and the Shareholders’ meeting for discussion. 

The comments of each independent director shall be fully considered by the 

Board of Directors during deliberations of the Procedures pursuant to the 

preceding paragraph, as stated in the preceding paragraph. If an independent 

director objects to or expresses reservations about any matter, it shall be 

recorded in the minutes of the Board of Directors’ meeting. 


