
POLYGREEN RESOURCES CO., LTD. 

Procedures for Loaning of Funds  
 

Article 1 Establish Purpose 

To establish procedure for the company’s capital loans to others operating matters have 

accordable. Refer to related law or regulations if this procedure has any unclear matters. 

 

Article 2 Entities to which the company may loan funds  

The company shall not loan funds to any of its shareholders or any other person except 

under the following circumstances: 

I. Where an inter-company or inter-firm business transaction calls for a loan 

arrangement. 

II. Where an inter-company or inter-firm short-term financing facility is necessary, 

provided that such financing amount shall not exceed 40% of the company’s net 

worth as stated in its latest financial statement. 

The short term mentioned in the preceding paragraph refers to one year. However, if the 

business cycle of the Company is longer than one year, the business cycle shall prevail.  

The financing amount mentioned in Paragraph 2 of Item 1 refers to the cumulative 

balance of the short-term financing fund of the Company.    

The Company’s direct and indirect holding of 100% of the voting shares of foreign 

companies engaged in capital lending, or the Company’s direct and indirect holding of 

100% of the voting shares of foreign companies engaged in capital lending to the 

company, is not subject to the restriction of Paragraph 2 of Item 1. 

Where the person in charge of the Company violates the provisions of Item 1, he or she 

shall be jointly and severally liable for repayment with the borrower; if the Company 

suffers damages, he or she shall also be liable for the damages. 

 

Article 3 The Reasons and Necessity of Extending Loans to Others 

The company shall loan funds for reasons of business dealings or short-term financing 

is needed. Where short-term financing is needed, the conditions of extending loans are 

subject to the following restrictions:  

I. To a company in which the company directly or indirectly holds reaches 50% or 

more of the shares, and which is in need of short-term financing in connection 

with financial and operational demands. 

II. Any subsidiary that needs to reinvest and it deals with matters relating to the 

company’s business operations, hence helping the company’s future business 

development.  

 

Article 4 The Aggregate Amount of Loans and the Maximum Amount Permitted to a Single 

Borrower  

I. The aggregate amount of the company’s loans of funds to others may not exceed 

50% of the company’s net worth as stated in its latest financial statement. 

II. When lending funds to other companies or firms with whom the company has 

business relations, the financing amount may not exceed 40% of the company’s 

net worth as stated in its latest financial statement; the amount lent to a single 

recipient may not exceed the amount of the business transacted between the two 



parties in the most recent year. The “amount of the business transacted between 

the two parties” means the amount spent on purchases or sales of goods, 

whichever is higher. 

III. The aggregate amount lent to a company or firm in need of short-term financing 

and the amount lent to a single recipient may not exceed 40% of the company’s 

net worth as stated in its latest financial statement.   

IV. Inter-company loans of funds between foreign companies in which the company 

holds, directly or indirectly, 100% of the voting shares, nor to loans of fund to 

the company by any foreign company in which the company holds, directly or 

indirectly, 100% of the voting shares, the aggregate amount of loans should not 

exceed 50% of the lending company’s net worth as stated in its latest financial 

statement, and the maximum amount of loans permitted to a single borrower 

should not exceed 25% of the lending company’s net worth as stated in its latest 

financial statement. 

V. The calculation of net worth for foreign companies refers to applicable 

requirements is the value on the Statements Of Financial Position attributable to 

equity holders of the parent company. 

   

Article 5 Duration of Loans  

The maximum duration of loans may not exceed one year or one operating cycle 

(whichever is longer) on the date the financing happens. 

Inter-company loans of funds between foreign companies in which the company holds, 

directly or indirectly, 100% of the voting shares, nor to loans of fund to the company by 

any foreign company in which the company holds, directly or indirectly, 100% of the 

voting shares, the duration of loans should not exceed three years.  

 

Article 6 Calculation of Financing Interest  

I. Calculation of Interest: 

The interest rate may not be lower than the short-term financial institution’s 

lending rate, if company has no funding needed from a financial institution at 

the time, the interest shall be monthly calculated in accordance with the short-

term bank lending rate on the loan date. However, the interest calculation 

periods under a month shall multiply loan balance by it interest rate and days 

hence divide by 365 and get the interest amount.      

Lending funds to a subsidiary in which the company holds, directly or indirectly, 

100% of the voting shares shall evaluate the reasons for borrowing or lending 

and consider the overall profits of the group, to properly adjust the interest 

calculation method. 

II. Interest payment: 

Interest of loan in principle shall pay once a month. It is not applicable to special 

regulations. 

 

Article 7 Procedures for Controlling Lending of Funds 

(I). Once process the loans to others, the company shall carefully evaluate whether 

the loan is in compliance with the qualifications mentioned in Article 3. 

Accounts Department should evaluate on the necessity of and reasonableness 



of extending loans to others, review detailed information on the borrower 

credit status and risk assessment, including the scope of business to be 

operated, financial structure, solvency and goodwill, profitability and 

borrowing purposes. Otherwise, assessing their impact on the company’s 

business operations, financial condition and shareholders’ equity, and appraisal 

of the collateral value, hence prepare an evaluation report regarding the 

maximum loan amount, duration of loans and calculation of interest. The 

company may loan funds to others only after the evaluation results have been 

submitted to and resolved upon by the board of directors. The company shall 

not empower any other person to make such decision. 

(II). Loans of funds between the company and its subsidiaries, or between its 

subsidiaries, shall be submitted for a resolution by the board of directors 

pursuant to the preceding paragraph, and the chairperson may be authorized, 

for a specific borrowing counterparty, within a certain monetary limit resolved 

by the board of directors, and within a period not to exceed one year, to give 

loans in installments or to make a revolving credit line available for the 

counterparty to draw down. The “certain monetary limit” mentioned in the 

preceding paragraph shall be in compliance with Article 4. In addition, the 

authorized limit on loans extended by the company or any of its subsidiaries to 

any single entity shall not exceed 10% of the net worth on the most current 

financial statements of the lending company. 

(III). When the company loans funds to others, if the Board of Directors deem 

necessary, the borrower is required to pledge collateral at a level 

commensurate with the amount of the loan and simultaneously to ensure the 

integrity of collateral evaluations. Secured guarantee pursuant to preceding 

paragraph, if the debtor provides appropriate capital and creditworthiness of an 

individual or company which are commensurate with the loan to act as a 

guarantor instead of using collateral, the Board of Directors may take into 

consideration any investigation submissions by the Accounts Department when 

lending funds. In case a company becomes guarantor, if the articles of 

association define the company has an obligation to provide guarantees for 

another company, and that such resolution is duly recorded in the minute 

should be submitted to its shareholders’ meeting for approval. 

(IV). When the company loans funds to others, it shall take into full consideration 

each Independent Director’s opinions; Independent Directors’ opinions 

specifically expressing assent or dissent and their reasons for dissent shall be 

included in the minutes of the Board Meeting. 

 

Article 8 Follow-up Control Measures for Funds Lent 

I. Registration and Custody 

 (I). Once a fund has been disbursed, not only record the details of 

recipients, amounts, date of passage by the Board Meeting, loan dates, 

and assessment results data pursuant to this operating procedure in the 

log book for future reference but also regularly pay strict attention to 

the borrower’s financial, business and credit conditions. If collateral 

has been provided, it shall be monitored for any change in the 



collateral value, in the event any material changes, it shall 

immediately be reported to the General Manager, and appropriate 

measures shall be taken in accordance with the General Manager’s 

instructions. 

 (II). Once a fund has been disbursed, in-charge personnel shall pack up 

written agreement, promissory note, creditor rights documents, 

guarantee certificates, insurance policy, dealing files in order hence 

state clearly with contents and customer. Otherwise, seal the 

documents after inspected by Head of Accounts Department even 

more signed in registration book by two parties and custody.  

 (III). In-charge personnel shall prepare last month financing detail list with 

Authorities’ approval before 5th by month.   

 (IV). Where as a result of changes of condition the entity for which exceeds 

the limit of lending balance, Auditor shall monitor Accounts 

Department completes the rectification according to the timeframe set 

out in the plan and submit the rectification plans to the Audit 

Committee.  

 

Article 9 Procedures for Handling Non-performing Loans   

When a loan becomes due, the borrower shall promptly repay the principal and interest 

in full. If the borrower is unable to make repayment on the due date, there is no longer 

any doubt that a debt is uncollectible after exhortation, the company’s Accounts 

Department shall immediately notify and cooperate with relevant agencies or external 

legal advisor to take further recourse actions against the debtor, it may duly dispose of, 

or pursue recovery from, the borrower's collateral or guarantor, in order to ensure the 

company rights and interests. 

 

Article 10 Procedures for Accounting  

The company shall evaluate the status of loans of funds and set aside sufficient 

allowance for bad debts. It shall also adequately disclose relevant information in its 

financial reports and provide the certifying CPAs with relevant materials for the 

performance of necessary audit procedures.  

 

Article 11 Auditing  

The Internal Auditor shall audit the implementation of Capital Loans to Others 

Operating Procedures and prepare reading report at least quarterly. If any violation is 

found or as a result of a change in circumstances, a lending entity does not meet the 

requirements of these procedures or the loan balance exceeds the limit, he/ she shall 

adopt rectification plans and submit the rectification plans to the Audit Committee, and 

shall complete the rectification according to the timeframe set out in the plan. 

 

Article 12 Procedures for Controlling Lending of Funds by Subsidiaries 

I. If a Subsidiary intends to lend funds to others in business needs, shall adopt each 

“Capital Loans to Others Operating Procedures” and the regulations set out in 

the “Supervision and Management of Subsidiary Companies”. 

II. The subsidiaries shall report the previous month’s lending balance, entity, 



duration and other details to the company before 5th by month. Otherwise, in the 

event pursuant to paragraph 2 of Article 13 in these procedures, they shall 

inform the company for announce and report on behalf of its subsidiaries.   

III. Internal Auditor of subsidiary company shall audit the implementation of Capital 

Loans to Others Operating Procedures and prepare reading report at least once 

by quarter. Otherwise, shall inform with reading report to Company Auditor if 

find out majority breach of regulations. Furthermore, Company Auditor shall 

inform with reading report to respective Supervisor or Audit Committee at once. 

IV. Company Auditor shall investigate subsidiary company in accordance with 

annual audit plan. At the same time, shall understand the implementation of 

Capital Loans to Others Operating Procedures conditions. If finds out any 

defective shall follow up it corrective conditions and prepares follow up report 

to Managing Director.   

 

Article 13 Information Disclosures 

Announcement declaration mentioned in this procedure refers to the information 

declaration website designated by the Financial Regulatory Commission. 

The date of occurrence mentioned in this procedure refers to the date of signing, 

payment, resolution of the Board of Directors or the date of determining the object and 

amount of the loan, whichever is earlier. 

I. The Company shall declare before the tenth day of each month in a public 

announcement the amount of capital loan and balance of the Company and its 

subsidiaries of last month.  

II. If the Company’s capital loan and reaches one of the following criteria, the 

Company shall declare in a public announcement within two days from the 

date of date:  

 (I). The balance of the capital loan of the Company and its subsidiaries to 

others is more than 20% of the net value of the Company’s latest 

financial statements.  

 (II). The capital loan and balance of the Company and its subsidiaries to 

single enterprise is more than 10% of the net value of the Company’s 

latest financial statements.  

 (III). The new capital loan and amount of the Company or its subsidiaries 

amount to more than NT$10 million and more than 2% of the net 

value of the Company’s latest financial statements.  

If a subsidiary of the Company is not a domestic public issuing company, the Company 

shall be responsible for the matters to be declared in Paragraph 3 of the preceding item.  

 

Article 14 Other Matters 

I. “Subsidiary” and “parent company” as referred to in these regulations shall be 

as determined under the Regulations Governing the Preparation of Financial 

Reports by Securities Issuers. 

II. The paragraph 2 of Article 7 operating regulations is not applicable if a 

subsidiary of the company intends to lend funds to others. 

 

Article 15 Penalties  



When a managerial officer or in-charge personnel of the company violate these 

operating procedures, depending on the materiality of the circumstances, impose 

appropriate penalties on the personnel involved in accordance with the company 

relevant regulations.  

 

Article 16 Prescription and Practice of Procedures   

After this procedure is approved by the Audit Committee and the Board of Directors, it 

shall be submitted to the Board of Shareholders for approval. If a director expresses his 

objection and has a record or written statement, the Company shall submit his objection 

to the Audit Committee and report it to the Board of Shareholders for discussion, the 

same as amended. 

The Company has established independent directors according to law, and when 

submitting this procedure to the Board of Director for discussion in accordance with the 

provisions of the preceding item, the opinions of the independent directors shall be fully 

taken into account. If the independent directors have objections or reservations, they 

shall state in the minutes of the board meeting. 

The Company has established an Audit Committee in accordance with the law to 

conclude or amend the operating procedures for loan of funds to others, which shall be 

agreed by more than one half of all members of the Audit Committee and submitted to 

the Board of Directors for resolution.  

If the preceding item has not been agreed by more than one half of all the members of 

the Audit Committee, the consent of more than two thirds of all the directors shall be 

obtained, and the resolution of the Audit Committee shall be set forth in the minutes of 

the board meeting. 

All members of the Audit Committee mentioned to in Item 3 and all directors 

mentioned in the preceding item shall be calculated by the actual incumbent. 

 

Note: These procedures had been established on 27-Oct-2010; amended on 28-Apr-2011 for first 

time; amended on 18-Jun-2013 for second time; amended on 20-Jun-2018 for third time; 

amended on 28-Jun-2019 for fourth time; amended on 29-Jun-2022 for fifth time. 

 

 

 


