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Delta Electronics, Inc. (the “Company”) 

Operating Procedures of Endorsement and Guarantee 

(Translation) 

 

February 8, 1988--passed by the Board of Directors 

March 19, 1988--passed by the general shareholders’ meeting 

March 8, 1994--amendment passed by the Board of Directors 

April 21, 1994--amendment passed by the Board of Directors 

May 9, 1994-- passed by the general shareholders’ meeting 

November 6, 1995—amendment passed by the Board of Directors 

December 5, 1995--amendment passed by the Board of Directors 

April 16, 1996--amendment passed by the Board of Directors 

June 6, 1996--passed by the general shareholders’ meeting 

April 2, 1997--amendment passed by the Board of Directors 

June 3, 1997--passed by the general shareholders’ meeting 

February 13, 2003--amendment passed by the Board of Directors 

May 6, 2003--passed by the general shareholders’ meeting 

May 18, 2006-- passed by the general shareholders’ meeting 

June 10, 2009-- passed by the general shareholders’ meeting 

June 15, 2010-- passed by the general shareholders’ meeting 

June 19, 2012-- passed by the general shareholders’ meeting 

June 7, 2013-- passed by the general shareholders’ meeting 

June 10, 2019-- passed by the general shareholders’ meeting 

May 30, 2024-- passed by the general shareholders’ meeting 

 

I. Purpose  

These operating procedures (“Operating Procedures”) have been promulgated in order to 

specify the procedures for making endorsements and guarantees by the Company and to 

strengthen the internal control of the Company. Any matters which are not provided herein 

shall be governed by applicable laws and regulations.  

 

II. Scope  

The term “endorsements and guarantees” referred to herein includes:  

1. Endorsements and guarantees in connection with financing:  
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(1) Made for financing in connection with discounts on customer’s check.  

(2) Endorsements or guarantees made for the financing needs of another company. 

(3) Negotiable instruments issued in favor of a non-financial institution as collaterals for 

the Company’s financing purpose.  

2. Customs duty endorsements and guarantees:  

Endorsements or guarantees made for the Company itself or other companies relating to 

the customs duties payable by the Company or other companies.  

3. Other endorsements and guarantees: Any endorsements or guarantees provided for the 

purposes outside the scope as mentioned in the preceding two items.  

The creation of a pledge or a mortgage over the Company’s personal or real property as 

collateral for the loans borrowed by other companies shall also be governed by the Operating 

Procedures. 

 

III. Recipients of Endorsements and Guarantees  

The Company may make endorsements and/or guarantees for the following companies: 

1. Related parties with which the Company has business relations. 

2. A company in which the Company directly and indirectly owns more than 50 % of its 

voting shares. 

3. The company which directly and indirectly owns more than 50% of the Company’s voting 

shares.  

A company in which the Company directly and indirectly owns 100% of its voting shares may 

make endorsements and/or guarantees to another company in which the Company directly 

and indirectly owns 100% of its voting shares. 

The mutual guarantees made by and between the Company and other enterprises of the same 

trade for the need of contracting for construction work or between joint builders in compliance 

with the contracts or the endorsements/ guarantees made by the shareholders for joint 

investment in a company in proportion to their shareholdings shall be exempt from the 

restrictions prescribed in the preceding two paragraphs. 

The aforementioned investment refers to the investment directly made by the Company or 

indirectly made through a company whose voting shares are 100% owned by the Company. 

The terms “related party”, “subsidiary” and “parent company” referred to herein shall be 

determined according to the provisions set forth in the Regulations Governing the Preparation 

of Financial Reports by Securities Issuers. 
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IV. Limits of Endorsements and Guarantees  

The total amount of the endorsements and guarantees made by the Company shall not exceed 

40 percent of the Company’s net worth as stated in the Company’s latest financial statements; 

and the total amount of endorsements and guarantees made to a single enterprise shall not 

exceed 20 percent of the Company's net worth as stated in the Company’s latest financial 

statements. The total amount of the endorsements and guarantees made by the Company 

and its subsidiary as a whole shall not exceed 50 percent of the Company’s net worth as stated 

in the Company’s latest financial statements; and the total amount of endorsements and 

guarantees made to a single enterprise shall not exceed 30 percent of the Company’s net 

worth as stated in the Company’s latest financial statements. 

“Net worth” referred to herein shall mean the balance sheet equity attributable to the owners 

of the parent company under the Regulations Governing the Preparation of Financial Reports 

by Securities Issuers. 

In addition to the limits set forth in the preceding paragraph, the total amount of endorsements 

and guarantees made by the Company for a single enterprise with which the company has 

business relations shall be comparable to the purchase amount or sales revenue with that 

enterprise in the previous year or current year as of the time the endorsements and guarantees 

are made, whichever amount is higher. 

 

V. Procedures for Making Endorsement and Guarantee  

1. The Finance Division of the Company shall review the qualification and limits of 

endorsement and guarantee based on the application by the entity for which the 

endorsement and guarantee is to be made item by item, and determine whether the amount 

of the endorsement and guarantee to be made is in compliance with the requirements of 

the Operating Procedures, and check whether the amount of the endorsement and 

guarantee to be made is subject to the public announcement and reporting regulation. The 

Finance Division shall submit the review and assessment report prepared in accordance 

with Article VI of the Operating Procures for the Chairman of the Board’s approval and for 

approval by one-half or more of all Audit and Risk Committee members and then for 

discussion and consent by the Board of Directors. If the proposal has not been approved 

by one-half or more of all Audit and Risk Committee members, it may be undertaken upon 

the consent of two-thirds or more of all directors, and the resolution of the Audit and Risk 

Committee shall be recorded in the meeting minutes of the Board of Directors. If the amount 

to be made is within the authorized amount, the Chairman of the Board may approve the 
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endorsement and guarantee based on the recipient’s credit worthiness and financial 

condition at his discretion and then report to the next meeting of the Board of Directors for 

recognition. 

2. The Finance Division of the Company shall set up a record book for recording matters 

relating to making endorsements and guarantees by the Company.  The Finance Division 

shall apply for stamping by the Company seal in accordance with applicable internal rules 

of the Company, and shall also record the entity for which the endorsement or guarantee is 

made, amount, date of approval by the Audit and Risk Committee, date of approval by the 

Board of Directors, endorsement or guarantee date, and matters to be carefully evaluated 

in accordance with Article VI of the Operating Procedures. 

3. The Company’s internal auditors shall audit the procedures of making endorsements and 

guarantees and the implementation thereof each quarter and prepare a written audit report 

accordingly. If there is any material violation of the Operating Procedures, the auditors shall 

notify the Audit and Risk Committee of the Company in writing.  

4. The Finance Division of the Company shall prepare a table listing endorsements and 

guarantees made or revoked each month in order to facilitate the Company’s internal control, 

tracking, and making public announcement and reporting. The Finance Division of the 

Company shall also evaluate and record the contingent loss for endorsements and 

guarantees made, and shall disclose information relating to endorsements and guarantees 

made by the Company in the Company’s financial statements and shall provide relevant 

information to the Company’s auditing CPA.  

5. If the qualification of the entity for which an endorsement or guarantee is made no longer 

meets the requirements set forth in the Operating Procedures, or the amount of 

endorsements and guarantees made exceeds the limits set forth in the Operating 

Procedures as a result of changes of the basis of calculating the limits, the Finance Division 

of the Company shall prepare corrective plans for the endorsement and guarantee made to 

the entity which is no longer qualified or the amount in excess of the limits for the Chairman’s 

approval and to correct all such issues within a specified period. The Finance Division of 

the Company shall also submit such corrective plans to the Audit and Risk Committee of 

the Company and rectify as scheduled under the corrective plans. 

6. If there are necessary business needs for the Company to exceed the limits of 

endorsements and guarantees set forth in the Operating Procedures and if the requirements 

set forth in the Operating Procedures are complied with, it shall be approved by one-half or 

more of all Audit and Risk Committee members and then for discussion and consent by the 
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Board of Directors. If the proposal has not been approved by one-half or more of all Audit 

and Risk Committee members, it may be undertaken upon the consent of two-thirds or more 

of all directors, and the resolution of the Audit and Risk Committee shall be recorded in the 

meeting minutes of the Board of Directors and half or more of the directors shall act as joint 

guarantors for any loss of the Company that might incur due to the excess amount of 

endorsements and guarantees. The Operating Procedures shall also be amended 

accordingly and submitted to the shareholders’ meeting for approval. If the shareholders’ 

meeting does not consent to such amendment, the Company shall prepare a corrective plan 

to revoke the excess amount within a specific period. 

  

VI. Detailed Review Procedures  

When making endorsements and guarantees, the Finance Division of the Company shall 

review and assess the following matters and prepare an assessment report accordingly:  

1. To evaluate the necessity and reasonableness based on the understanding of the relations 

between the entity for which the endorsement or guarantee is to be made and the Company, 

the purposes and usages of the money borrowed by such entity, the connection of such 

entity with the Company’s business or the importance of such entity’s operations to the 

Company, together with Company’s limits of endorsements and guarantees and current 

balance of the limits.  

2. To assess potential risks that might occur by obtaining the annual report, financial 

statements, and other relevant information of the entity for which the endorsement or 

guarantee is to be made, and analyzing the operations, financial condition, and credit 

worthiness of such entity and the source of repayment of its debts.  

3. To evaluate the rick on operations, and impact on the financial condition and shareholders’ 

equity of the Company by analyzing the ratio of current balance of endorsements and 

guarantees to the net worth of the Company, the liquidity and cashflow of the Company, 

together with the review results under the preceding two paragraphs.  

4. To determine whether it is necessary for the entity for which the endorsement or guarantee 

is to be made to provide collateral based on the assessment results under the preceding 

three paragraphs, and to evaluate each quarter whether the value of the collateral provided 

is comparable to the balance of the amount of endorsements and guarantees made and to 

demand additional collaterals if necessary.  

 

VII. Procedures for Controlling Endorsements and Guarantees Made by Subsidiaries  
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1. When a subsidiary of the Company wishes to provide endorsements and guarantees to 

other entity, the subsidiary shall act in accordance with its own “Internal Control Rule” and 

“Operating Procedures of Endorsement and Guarantee”. The subsidiary shall also submit 

to the Company a written report summarizing the balance of endorsements and guarantees 

made, entities for which the endorsements and guarantees are made, and the term of the 

endorsements and guarantees made in the preceding month by the fifth day of the following 

month. The Audit Division of the Company shall include the operating specifics of the 

endorsements and guarantees made by the subsidiaries as one of the items to be audited 

quarterly.  If there is any material violation of the Internal Control Rules and/or the 

Operating Procedures of Fund Lending, the internal auditors of the Company shall promptly 

notify the Board of Directors the Audit and Risk Committee.  

2. If a subsidiary of the Company is not a public company but its amount of endorsements and 

guarantees made meets the requirement of public announcement and reporting as set forth 

in Article X, paragraph 2 of the Operating Procedures, it shall notify the Company on the 

date of occurrence of the event. The Company shall make the public announcement and 

reporting accordingly in the designated website in accordance with applicable regulations 

after being notified of such event.  

 

VIII. Decision-making and Authorization  

Where an amount of endorsement and guarantee to be made is approved by the 

Company, each time when executing the endorsement and guarantee within such amount, 

the application letter by the entity for which the guarantee is to be made shall be reviewed 

in accordance with Article V of the Operating Procedures.  

 

IX. Procedures for Use and Custody of Corporate Seal  

1. According to applicable regulations promulgated by the competent authority in charge 

of securities matters, the Company shall use the corporate seal registered with the 

Ministry of Economics Affairs as the dedicated stamp for endorsements and 

guarantees. The dedicated stamp for endorsements and guarantees shall be kept 

under the custody of a designated custodian approved by the Board of Directors. If 

there is any change of the custodian, the Board of Directors shall approve such change, 

and the dedicated stamp shall be transferred to the custody of the successor custodian. 

2. When the Company makes a guarantee for a foreign company, the Company shall 

have the guarantee letter signed by a person authorized by the Board of Directors. 
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X. Public Announcement and Reporting Procedures  

1. The Finance Division shall report the balance of endorsements and guarantees made by 

the Company and its subsidiaries in the previous month by the fifth day of the following 

month to the Stock Affairs Division of the Company together with the amount of sales 

revenue for monthly public announcement and reporting within the required time period 

according to applicable regulations.  

2. In addition to the monthly public announcement and reporting of the Company’s balance of 

endorsements and guarantees, when the amount of endorsements and guarantees made 

by the Company and its subsidiaries reaches any of the following thresholds, the Finance 

Division of the Company shall immediately notify the Stock Affairs Division of the Company 

and provide relevant materials for the Stock Affairs Division to make the public 

announcement and reporting within two days commencing from the date of occurrence of 

such event: 

(1) The balance of endorsements and guarantees made by the Company and its 

Subsidiaries reaches 50 percent or more of the Company’s net worth as stated in the 

Company’s latest financial statements.  

(2) The balance of endorsements and guarantees made by the Company and its 

Subsidiaries to a single enterprise reaches 20 percent or more of the Company’s net 

worth as stated in the Company’s latest financial statements.  

(3) The balance of endorsements and guarantees made by the Company and its 

Subsidiaries to a single enterprise reaches NT$10 million or more and the aggregate 

amount of endorsements and guarantees for, book value of investment accounted for 

using equity method in, and balance of loans to such enterprise reaches 30 percent or 

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

statements. 

(4) The amount of endorsements and guarantees newly made by the Company or its 

Subsidiaries exceeds NT$30 million and reaches 5 percent or more of the Company’s 

net worth as stated in the Company’s latest financial statements. 

3. If any of the matters to be public announced and reported as specified above is subject to 

the “Taiwan Stock Exchange Corporation Procedures for Verification and Disclosure of 

Material Information of Listed Companies”, the Company shall make necessary public 

announcement in accordance with such regulation.  



 

 

 

8 

 

 

“Date of occurrence” referred to herein shall mean the date of contract signing, date of payment, 

date of resolution by board of directors, or other date that can determine the counterparty and 

the amount of the endorsement and guarantee, whichever date is earlier. 

 

XI. Penalty Provisions  

If any of the Company’s managers or personnel in charge violates the Operating Procedures, 

the person who violates the Operating Procedures will be submitted for review according to 

the Company’s working rules and will receive penalties commensurate with the severity of 

such violation. 

 

XII. In case of endorsement or guarantee provided for a subsidiary whose net worth is lower than 

one half of the paid-in capital, the financial unit of the Company shall, on a monthly basis, 

assess the financial structure of such subsidiary, and upon any major changes, shall 

immediately notify the Chairman and request the relevant divisions in charge to handle the 

matters as soon as possible. 

 

XIII. Other Matters  

After approval by one-half or more of all Audit and Risk Committee members, and then for 

discussion and consent by the Board of Directors, these Operating Procedures shall be 

submitted to the shareholders’ meeting for approval before implementation. If the proposal has 

not been approved by one-half or more of all Audit and Risk Committee members, it may be 

undertaken upon the consent of two-thirds or more of all directors, and the resolution of the 

Audit and Risk Committee shall be recorded in the meeting minutes of the Board of Directors, 

and then submitted for approval by the shareholders’ meeting before implementation. If any 

director expresses an objection and such objection is recorded in the meeting minutes or a 

written statement is made for such objection, the Company shall submit the objection to the 

shareholders’ meeting for discussion. The same procedure shall apply to any amendment to 

the Operating Procedures. 


