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These procedures are promulgated pursuant to Article 36-1 of the Taiwan
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Securities and Exchange Act and Regulations governing Loaning of Funds. Any
other matters not set forth in the Procedures shall be dealt with in accordance

with the applicable laws, rules, and regulations.
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£_3 Definition
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"Subsidiary" and "parent company" as referred to in the Procedures shall be
as determined under the Regulations Governing the Preparation of Financial

Reports by Securities Issuers of Taiwan.
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"Net worth" as referred to in the Procedures shall be equity attributable to

owners of the parent company in the balance sheet.
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The term "date of occurrence of the fact" as used in the Procedures refers
to the date of contract signing, date of payment, dates of resolutions of
the Board of Directors, or other date that can confirm the counterpart and

monetary amount of the transaction, whichever date is earlier.

7 £ B2 ¥ % Entities to which the company may loan funds.
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The Company shall not loan funds to any of its shareholders or any other
person except under the following circumstances:
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Where an inter-company or inter-firm business transaction calls for a
loan arrangement; or
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Where an inter-company or inter-firm short-term financing facility is
necessary, provided that such financing amount shall not exceed 20%

of the lender's net worth.
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The term "short-term" as used in the preceding paragraph is a time
period of one year. Where the Company's operating cycle exceeds one
year, the term of “short-term” means one operating cycle. The term
"financing amount" as used in Subparagraph 3.1.2 of this Article means
the cumulative balance of the Company's short-term financing.
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The restriction in Subparagraph 3.1.2 shall not apply to inter-company
loans of funds between foreign companies in which the Company holds,
directly or indirectly, 100% of the voting shares, but such inter-company

loans of funds shall be subject to Paragraph 4.3 of Article 4 and Article 5.
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Where funds are lent to a company or business with business

relationships with the Company, such loans shall be granted in

accordance with Paragraph 4.1 and 4.2.1 of Article 4. Loans may be



granted due to short-term financing need only under one of the
following circumstances:
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A Subsidiary of the Company of which the Company holds 50% or
more of its shares having a business need for short-term financing; or
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Where short-term financing is required for a company or business due
to purchase of materials or operational needs; or
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Where the loan is approved by the Board of Directors of the

Company.

ook T EPEREER BB %2 "UIE The aggregate amount of loans and the

Article 4 maximum amount permitted to a single borrower

4.1 ¥ & B &2 2%F Aggregate amount of loans
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The accumulated total of loans granted shall not exceed 30% of the net

worth of the Company.

(1) Where funds are lent to a company or business with a short-term
financing need, the accumulated amount of such loans shall not
exceed 20% of the net worth of the Company.

(2) Where funds are lent to a company or business with business
relationship, the accumulated amount of such loan shall not exceed

10% of the net worth of the Company.

4.2 B 5% %2 "TZE the maximum amount permitted to a single borrower
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Article 5

4.3

The amount of an individual loan granted by the Company to a
company or business with business relationship with the Company
shall not exceed the business transaction amount in the past year
between the parties. “Business transaction amount” refers to the
amount of purchase or sale between the parties, whichever is higher.
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Where funds are lent to a company or business with short-term
financial need, each individual loan shall not exceed 10% of the net

worth of the Company.
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Each inter-company loan of funds between foreign companies in which
the Company holds, directly or indirectly, 100% of the voting shares shall

not exceed 20% of the net worth of the Company
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5.2
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The term of each loan extended by the Company shall not exceed one
year. Under any special circumstance and subject to applicable laws and
regulations, the Company may extend the term of the loan with the

approval of the Board of Directors.
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The interest should be equal to or greater than US Prime Rate plus 1.5

points or the Company borrowing rate whichever is greater. Before the

Board approval, the Company Executive and subsidiary should present
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Article 6
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following document for the Board consideration.

(1) Source of other financing, asset collateral, and purpose of the fund
request

(2) Conflict of Interest Disclosure

(3) Asset Collateral or Guarantor

(4) Financial Due Diligent

(5) Drafted term and conditions

& B & 74242 B Procedures for handling loans of funds
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Any lending of the Company's funds shall be evaluated with and subject
to the "Guidelines for Fund-Lending and Providing Endorsements and
Guarantees by Public Companies" announced by the Taiwan securities
regulatory authority and the Procedures, and then submitted, together
with the result of the evaluation made as described in the Paragraph 7.3
of Article 7, to the Board of Directors for its approval and no delegation
shall be made to any person in this regard.
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When fund lending is contemplated between the Company and its
parent company or when fund lending to Subsidiaries is contemplated
by the Company, an approval from the Board of Directors shall be
obtained, and the Chairman shall be authorized to handle the matter
within the specific amount of fund lending to the same party approved
by the Board of Directors and the lending is authorized in installment or

revolver within one year.
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Article 7 7.1

7.2

"Specific amount" as referred to above shall mean that the authorized
amount of loans by the Company to an individual entity shall not exceed
10% of the Company’s net value in their most recent financial statement
except loans between the Company's Subsidiaries outside of Taiwan of
whom the Company directly or indirectly holds 100 percent of voting

shares.
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When the Company submits the Procedures or when fund-lending to
other parties is contemplated for discussion by the Board of Directors
under the preceding paragraph, the Board of Directors shall take into full
consideration each independent director's opinion; independent
directors' opinions specifically expressing assent or dissent and their
reasons for dissent shall be included in the minutes of the Board of

Directors' meeting.
T & PF¥e% A4A Procedures for scrutinizing loans of funds
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Any borrower, when applying for a loan from the Company, shall submit
an application or a letter describing in detail the loan amount requested,
term, purpose and collateral, together with certain basic information
and financial data, to the Company to facilitate the evaluation and credit
checking by the Company.
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Where short-term financing is needed, the reasons for and conditions of

extending loans shall be enumerated.
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Any borrower shall provide a promissory note, collateral and/or other
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guarantee as requested by the Company in an amount equivalent to that
of the loan when making an application in accordance with the
preceding paragraph. If any collateral is provided, legal procedures for
mortgage and/or lien must be fulfilled to protect the Company's

interest.
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The Finance Unit, based on the aforesaid information of Paragraph 1,
shall then evaluate the necessity and rationality of the loan application,
the credibility and risk of the borrower, the impact towards the
Company's operating risk, financial position and shareholders' equity,
and the necessity to acquire collateral and appraisal of collateral

quarterly.

£ FI B H5 W AL ARS Subsequent measures for

management of loans, and procedures for handling delinquent creditor’s

rights
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The Company 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/borrowing date, and matters to be carefully evaluated under the

preceding Article.
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After a loan is extended, the Finance Unit shall periodically evaluate the



Article 9

8.3

8.4

9.2

financial status and credit of the borrower and guarantor (if any). In the
event that a loan is overdue and not repaid even after the Company's
repeated attempt to collect payment, the Finance Unit shall immediately
notify the relevant units or external legal counsel for further legal

actions to protect the Company's interest.
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Should a borrower no longer satisfy the criteria set forth in the relevant
regulations and/or the Procedures or there be any excess over the
lending limit due to unexpected changes of the Company, a corrective
plan has to be provided to the Audit Committee and the Board of
Directors and the proposed correction actions should be implemented

within the period specified in such plan.
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The Company shall make sufficient provision based on the condition of
its lending profile, adequately disclose information in the financial
statements, and provide external auditors with necessary information

for conducting due auditing.
¥ 3¢ 42 5 Announcement and Reporting Procedures
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As the Company's shares are traded on the emerging stock market or
listed on the Taipei Exchange (TPEx) or the Taiwan Stock Exchange in
Taiwan, the Company shall announce and report the previous month's
loan balances of its head office and Subsidiaries by the 10th day of each

month.
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As the Company's shares are traded on the emerging stock market or
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Article 10

9.3

9.4

listed on the Taipei Exchange (TPEx) or the Taiwan Stock Exchange in
Taiwan, the Company whose loans of funds reach one of the following
levels shall announce and report such event within two days
commencing immediately from the date of occurrence of the fact:
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The aggregate balance of loans to others by the Company and its
Subsidiaries reaches 20 percent or more of the Company's net
worth as stated in its latest financial statement.
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The balance of loans by the Company and its Subsidiaries to a single
enterprise reaches 10 percent or more of the Company's net worth as
stated in its latest financial statement.
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The amount of new loans of funds by the Company or its Subsidiaries
reaches NT$10 million or more, and reaches 2 percent or more of the

Company's net worth as stated in its latest financial statement.
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If there is any reporting and announcement required for the
Company's Subsidiary which is not a Taiwan public company, the

Company will follow the requirement on behalf of its Subsidiary.
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The term "Announcement and Report" as used in the Procedures
means the process of entering data to the information reporting
website designated by the Financial Supervisory Commission of

Taiwan.
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Article 14
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Internal auditors shall perform auditing on the Procedures and the
implementation of the Procedures every quarter and produce written
auditing reports. Should there be any violation found, a written report is
needed to notify the Audit Committee and the Board of Directors.

HFad FE&RPEE8 L2342 F 4K Procedures for managing loans to

others by subsidiaries
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Where a Subsidiary of the Company proposes to lend funds to a third party,
the Company shall require the Subsidiary to establish procedures for lending
funds in accordance with relevant regulations and the Procedures and shall

conform to such procedures.
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Any lending of the Company's funds made before the implementation of the
Procedure shall be submitted to the Board of Directors for subsequent
ratification and handled in accordance with the regulations described above.
Amount exceeded the limitation set in Article 4 should be collected

periodically.
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personnel in charge

AP AP R NSRE T A RN R P R AR LR
ToRALSPDANELITET F 2L oI AAMZ LN ARAER T
ZEFCBENERIIMATRTZ R THL o

The Company managers and persons-in-charge shall follow the Procedures in
order to prevent the Company from incurring any losses. Should there be any
violation of related regulations or the Procedures, subsequent discipline is

subject to the related personnel articles of the Company.
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The Procedures are established in English. In case of any discrepancy
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Article 15

between the English version and the Chinese version, the English version shall

govern
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The Procedures and any amendment thereof shall be effective upon approval
by the Audit Committee first and then by Board of Directors, subject to the
ordinary resolution in the general meeting. The Board of Directors shall take
into full consideration each Independent Director's opinions. 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. Any
objection by the Directors which is recorded or in writing shall be submitted
to the Audit Committee and for discussion by the Shareholders' Meeting. The

same shall apply to any amendments to the Procedures.



