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Ming Chuan University Implementation Regulations Governing Internal
Control System
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Passed at the Administrative Council Meeting on January 8, 2018
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Passed through written review by the Regulation Committee on January 5, 2018
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Chapter 1  General Provisions
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Article 1 Ming Chuan University Implementation Regulations Governing Internal Control
System (herewith called these procedures) were established in accordance with
Article 51 Item 1 of Private School Law and the Ministry of Education (MOE)
Implementation Regulations Governing Internal Control System of School
Foundations and Affiliated Private Schools.
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Article 2 Ming Chuan University (MCU) Board of Directors and the university itself should
establish an internal control system (herewith called the system) to achieve the
following goals through the management process implemented by the Board of
Directors, the university and its staff to implement self-monitoring of institutional
personnel, finance and operations.
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1. Operating effectiveness and efficiency, including learning outcomes and
protecting asset security.
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2. Reliable, timely and transparent reports including internal and external financial
and non-financial reports.
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3. Compliance with relevant regulations.
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should be established separately by the Board of Directors and by the institution, and
implemented with the approval from the Board of Directors.
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Article 3 The system should include the following components:
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1. Control Environment: The Board of Directors and the institution design and
implement the foundation of the system, including organizational culture,
integrity, moral values, organizational structure, assignment of rights and
liabilities, human resources policy, outcomes assessment, awards and

discipline.
SRR EFEEARLEMAR fﬁﬁﬂﬂ’vﬁzw%&ﬁww@
FRE Y RD R ikr*’I%E‘P\ Bag2Z P2V d L2 RERE B

W FRREEAAKEARSE > BT ‘ﬁy"%?ﬁ* N /v”f‘rl TR HTFRRE VIR E R

§2 MREPFRT B EHELR 2] FF -

2. Risk Assessment: The Board of Directors and the institutional administrators
should establish goals and link each goal to units at different levels, consider
the appropriateness of the goals, as well as the likely impacts and
malpractices that might arise from changes in the internal and external
environment. Implement risk identification, analysis and assessment through
appropriate risk management policy and procedures. The assessment result
may assist the Board of Directors and the institution in immediately designing,
revising and implementing the control system.

Nt TR A g PARGER%GTEGFRES R IR E AR TR BRI
FIAT RLFERP cmdTEZRGE > e RETFE2 AT Ko £y &
%W&‘wp%ﬁﬁﬁiﬁﬁaiﬁ1§ﬂ°
3. Control Operations: The Board of Directors and the institution will adopt

appropriate policy and procedures in accordance with the result of risk
assessment to control the risk within a reasonable range. The implementation
of the control system comprises monitoring and managing the Board of
Directors, all levels of institutional units, all stages of operation procedures
and the full scope of technology.
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4. Information and Communlcatlon: The Board of Directors and the institution
will collect, produce and use all internal and external information related to
institutional affairs planning, implementation and monitoring, supporting the
operation of other components for internal control, ensuring efficient
communication of information, and providing mechanisms for those who
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request such to receive timely reports.
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5.  Monitoring Operations: The Board of Directors and the institution will monitor
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the following operations to ensure the efficiency, timeliness and validity of the
system.
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A. Regular monitoring: All administrators should authorize responsible staff
members to implement regular monitoring based on their assigned
responsibilities.
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B. Self-assessment: Will be implemented by the relevant units based on their
assigned responsibilities to evaluate the efficiency of each component of
the operation.
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C. Auditing assessment: The Audit Office and the internal Audit Committee will
assist in impartial review of the internal control implementation and provide
suggestions for improvement. Any mistakes discovered in the internal
control system should be reported to the relevant administrators, Board of
Directors and Supervisor(s).
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FWETRp FALLE 2P - The Board of Directors and the institution should
consider the abovementioned components when designing, implementing and self-
assessing the system, and adjust as needed.
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Chapter 2 Internal Control System of the Board of Directors
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Article 4 The Board of Directors should establish regulations for management, design

operating procedures and the locus of internal control related to personnel
arrangements, the content of which comprises the following items:
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1.  The appointment and dismissal of full-time Board of Directors members and
Supervisors.
C R EPRE R o
2. The appointment and dismissal of the institution’s president.
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3. The appomtment, salary, attendance, leaves, training, evaluation, awards and
demerits, treatment, welfare, insurance, retirement, severance and relief for
administrative staff members.
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Article 5 The Board of Directors should establish regulations for management, design
operating procedures and the locus of internal control related to finance, the
content of which comprises the following items:
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1. Salary, attendance fee or transportation expense for Board of Directors
members and Supervisors.
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2. Affairs related to acquiring public debt and short-term shares, movable effects
and other investments.
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3. Real estate disputes, encumbrances, sale or leases.
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4. Resolutions, implementation and recording of affairs related to fundraising,
donations, loans and capital rentals.
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5. Management and recording commitments and contingencies related to
liabilities.
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Article 6 The Board of Directors should establish regulations for management, design

operating procedures and internal control items related to operations of the
Board of Directors and Supervisors, the content of which comprises the following

items:
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1. Affairs related to nominations, credentials review, re-election and
replacements, meeting notifications, meeting convening, voting and
resolutions for the Chair and members of Board of Directors.
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2. Affairs related to nominations, credentials review, re-election and
replacements for Supervisor(s).
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3. Carry out the rights and responsibilities listed in the relevant donation
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regulations.
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4.  Amend the juridical person registration.
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5. Review negotiable securities, purchase of moveable effects, establish
affiliated entities, relevant business and other institutional investments.
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6. Review real estate disputes, encumbrances, sale or leases.
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7. Review affairs related to the institution’s borrowing, capital rentals and
accumulated surplus.
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8. Review affairs related to the juridical person’s and institution’s budget and
resolutions.
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9. Other affairs related to the operations of the Board of Directors and
Supervisors established by resolutions at meetings of the Board of Directors.
FZF  ARPEHFR
Chapter 3  MCU Internal Control System
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Article 7 The institution should establish an internal control committee, the guidelines for
which are stipulated separately. The responsibilities of the committee are as
follows:
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1. Review the risk and importance of each duty and ensure their
appropriateness.
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2. Review and enhance the internal control system.
SAERT R
3. Establish locus of internal control.
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2]4 - The institution should clearly distinguish the supervisory function of internal
auditing in the organizational establishment in design or implementation of the internal
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control system.
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Article 8 The institution should establish management regulations, design operating
procedures and the locus of internal control related to the personnel
arrangements for faculty and staff members, the content of which comprises the
following items:
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1. Appointment, salary, treatment, welfare, insurance, retirement, severance and
relief.
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Article 9
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Article 10
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2. Attendance, leaves, training, further study, research, evaluation, awards and
demerits.
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The institution should establish management regulations, design operating
procedures and the locus of internal control related to finance, the content of
which comprises the following items:
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1. Decisions, purchases, sales, safekeeping and recording investments in
negotiable securities and other instruments.
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2. Handling of affairs related to real estate disputes, encumbrances, sales or
leases; moveable effects purchases and the establishment of affiliated entities
and other relevant business.
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3. Decide, implement and record affairs related to fundraising, donations and
borrowing.
CEAEF AR HJ R ke
4. Decide, implement and record affairs related to capital rentals.
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5. Manage and record commitments and contingencies related to liabilities.
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6. Manage, implement and record revenues and expenditures for subsidies.
NERREE SRR TR b I G LR AL F -
7. Review, manage, and record receipting of advances and other revenues and
expenditures.
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8. Arrange and manage budget planning and final budget, and maintain
transparency of financial and non-financial information.
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9. Manage the use of the official seal.
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10. Property management
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The institution should establish management regulations, design operating
procedures and the locus of internal control related to the operating items, the
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Article 11

”
=3

content of which comprises the following items:
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1. Teaching
EENE
2. Students
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3. General affairs
TR E
4. Research and development
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5. Academia-industry collaboration
A BRI E LT
6. International exchange and collaboration
SN F A -
7. Information processing
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8. Other institutional operations items
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The institution should establish management regulations, design operating

procedures and the locus of internal control related to related party transactions.
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% ! The abovementioned related party transactions refer to the behavior of purchase, sale,

rent, capital loan conducted by the institution’s juridical person or the institution and the

following natural persons or juridical persons:
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Board of Director Member, Supervisor or President.
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Spouse of Board of Director Member, Supervisor or President.
CEFECEFBAARKREZ CBMENRARE -
Relatives of the 2nd Degree to Board of Director Member, Supervisor or
President.
o BRZAEFE CERAEEE () TR
Juridical Person of Chair of Board of Directors who is also a Board of Director
Member or Supervisor of the institution.
CHE () FERA(FER) BERZAEEF A2 - U pR2ZEA o
Juridical Persons of the Board of Directors who are more than majority of the
Board of Directors and Supervisors of the institution’s juridical person.
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Article 12 The institution should establish cyclical control processes with vertical and

horizontal connections in accordance with its functions, attributes, development

goals and features as follows:
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Student Recruitment Cycle: including the policies and procedures of student
recruitment strategy, strategic alliances, admission channel analysis,
examination affairs and promotion.
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Admission to Graduation Cycle: including the policies and procedures of
registration, student status, transcript management, awards and demerits,
scholarships, study leaves and withdrawals, and graduation.
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Teaching Process Cycle: including the policies and procedures of study
regulations, course arrangement, course offerings, course selection,
internships and credit waivers.
FONEGR P RF L LR R A AR RE S
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Student Counseling Cycle: including the policies and procedures of
extracurricular activities, student clubs, leased accommodations, living,
studies, further study, employment, three-level counseling and appeals.
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Personnel Management Cycle: including the policies and procedures of
appointment, reporting for service, salary, treatment, welfare, insurance,
retirement, severance and relief, position transfer, attendance, leaves,
training, further study, evaluation, awards and demerits, salary ranking,
payments and salary adjustments for faculty and staff members.
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Purchase and Payment Cycle: including the policies and procedures of
vendor management, purchasing applications, bid tendering, price
negotiations, ordering, advances, receiving goods, inspecting goods,
payments and asset maintenance.
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7. Real Estate, Buildings and Facilities Cycle: including the policies and
procedures of project tendering, construction management, purchasing,
property registration, inventory, use and maintenance, and disposal for real
estate, buildings and facilities.
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8. Financial Assets Cycle: including the policies and procedures of authorization,
implementation and recording for borrowing, repayment, rentals and other
affairs related to finance.
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9. Investment Cycle: including the policies and procedures of authorization,
implementation and recording for investments in negotiable securities (stocks,
funds, bonds and similar financial products), affiliated entities, related
businesses and other investments.
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10. Information Management Cycle: including the policies and procedures of
information retrieval, information key-in, information saving, file management,
personal information protection, information communication security and
information security checks.
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adjust the above control system cycles on its own as needed.
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Chapter 4 Assessment of Internal Control System

FziE giﬁliﬁ%*ﬁ ”ﬁﬁ’%“giﬁ‘ﬁ%ﬁﬁiﬂﬁiéﬁﬁ&’ﬁﬁé
A B Y ek R kS o R ECE R R AR T B S ok o

Article 13 The Board of Directors and the institution should implement internal auditing,

assist the Board of Directors and President in reviewing the efficiency of the
system, assessing the operations effectiveness and efficiency of Juridical
Persons and the institution, providing appropriate improvement suggestions, and
ensuring the system can continue to be implemented efficiently.
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Article 14 The Board of Directors and the institution should establish Procedures for
Internal Audit, comprising the following items:
N mﬁ#7 P 35 P oo
1. Purpose of implementing internal audit.
SRR R e S BEZE T e
2. Definition, components, rights and responsibilities of internal audit.
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3. Determination of the auditing items, schedule, procedures and
implementation method.
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Article 15 The Audit Office of General Secretary's Division and the Audit Committee
members are auditors appointed by the President to implement auditing affairs.
The Audit Committee Organizational Charter will be established separately.
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Article 16 The auditors should implement auditing separately for the Board of Directors and
MCU internal control system to evaluate the degree of procedural efficiency and
policy adherence among current personnel, finance, operations, and that they
are not in conflict with accounting duties. The duties of auditors are as following:
- AR B HEEERFLTEAD
1. Post-evaluation for personnel, finance and operations activities.
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2. Post-evaluation for affairs related to cash disbursement.
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3. Inventory of the institution’s cash, bank deposits and negotiable securities.
T~ PAGE L BB R 2 AR 2 AR aER o
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4. Assessment and suggestions for improving financial efficiency and reducing
uneconomical payments.
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5. Special audit issues.
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Article 17 The auditors should make auditing plans separately in accordance with the risk
assessment results. The Board of Directors’ auditing plan should be passed
through a Board of Directors’ meeting resolution and the institution’s auditing plan
approved by the President. Any revision must follow the same procedure.
The auditors should audit internal controls efficiently in accordance with the
above audit plan.
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Article 18 The auditors should reveal the disadvantages of the system, special issues and
other abnormalities found during their auditing in the annual auditing report,
attach the working draft and relevant information, complete the auditing report
and follow up regularly.



DI E H W A4 FIE 0 #3540 ¢ The abovementioned abnormalities include the
following:
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1. Abnormalities found in governmental evaluation.
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2. Abnormalities found by the Accountant during financial audit or special
evaluation.
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3. Other abnormalities.
PP C EHERE I TAREAAM T B %I £ o The auditing
report, follow-up report, working draft and relevant information related to the first item
should be kept for at least five years.
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Article 19 The auditors should submit the audit report and regular follow-up reports to the

Board of Directors, and send copies to the Supervisor(s) for review. Any serious
violations, or damage caused to the Board of Directors or the institution, should
be complied as an auditing report immediately and submitted to the Board of
Directors, and copies sent to each Supervisor for review.
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4 % B - The auditors should regularly submit the institutional audit report and follow-
up report to the President for approval, and send copies to the Supervisor(s) for
review. Any serious violations or damage caused to the Board of Directors or the
institution, should be complied as an auditing report immediately and submitted to the
President for approval. The President must immediately evaluate and improve the
situation, and report to the Board of Directors and send copies to each Supervisor for
review.
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Each Supervisor should report to the Juridical Person of the institution and the
administration unit with jurisdiction over the institution within 10 days upon receiving a
report from the Board of Directors or the institutional audit report which indicates
violations of the regulations of the Board of Directors or the institution, or causes
damage to the Board of Directors or the institution
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Article 20 While conducting an audit, the auditors may ask the Board of Directors and the



relevant responsible units or staff members to provide the related accounting
books, certificates, documents and other required information related to auditing.
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Article 21 The Board of Directors and the institution should regularly review and update the

system.
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Article 22 Upon being passed at the Administrative Council Meeting and approved by the
president, these procedures were implemented. Any revision must follow the same

procedure.

“In the event of any inconsistency or discrepancy between the Chinese and other language
versions of this document, the Chinese version shall prevail”.



