Important Measure March 2014
1. Regulations Governing the Preparation of Financial Reports by Securities Firms and Regulations Governing the Preparation of Financial Reports by Futures Commission Merchants Amended

The FSC on 5 February 2014 issued amendments to specific provisions of the Regulations Governing the Preparation of Financial Reports by Securities Firms and Regulations Governing the Preparation of Financial Reports by Futures Commission Merchants. The key amendments included: 

(1) Disclosure requirements were amended to coordinate with the adoption of "stocks with flexible par-value."

(2) The cost method or the fair-value method may now be used for subsequent measurement of investment in real estate.

(3) The content of footnotes on re-investment and mainland investment is being simplified to avoid duplicate disclosures, and the threshold for required disclosures of information on acquisition and disposal of assets is being raised to reduce the burden of disclosure in financial reports.

(4) Non-public, substantively single-shareholder securities firms and futures commission merchants are exempted from the requirements that such firms incur losses in the most recent fiscal year must individually disclose the compensation of the directors, supervisors, and general managers.

2. Regulations Governing Investment in Securities by Overseas Chinese and Foreign Nationals Amended to Encourage Foreign Participation in the Securities Market

To make investing more convenient for foreign investors and encourage foreign investor participation in the bonds and mutual fund markets, for the purpose of expanding the size of Taiwan’s securities market, specific provisions of the Regulations Governing Investment in Securities by Overseas Chinese and Foreign Nationals were amended and issued on 11 February 2014 by the Executive Yuan. The key amendments included:

(1) Securities firms are allowed to serve as custodian institutions for offshore foreign investors.

(2) Offshore foreign investors investing in foreign currency denominated bonds or mutual funds are exempt from the requirements for foreign investor registration and appointing a custodian institution.

(3) Eliminating restrictions on investment in issuing companies by investment trust funds of securities investment trust enterprises that are issued and offered abroad.

3. Provision Amended Regarding "Qualified Institutional Investor" Applied in the Qualification Requirements for Chairpersons of Securities Investment Trust Enterprises 

To ensure that the chairperson of a securities investment trust enterprise (SITE) has the experience in asset management for effective supervision of SITE operations, the FSC on 20 February 2014 amended the provision regarding "qualified institutional investor" as used in the qualification requirements for chairpersons under Article 2-1 of the Regulations Governing Responsible Persons and Associated Persons of Securities Investment Trust Enterprises. Whereas qualified Institutional investor in the pre-amendment Regulations simply refer to insurance enterprises or banking enterprises, the post-amendment provisions refer more specifically to "the investment department" of an insurance enterprise or "departments related to securities investment operations" of a banking enterprise. The amended Regulations further require that if the chairperson has only previously served at a banking enterprise in a department related to marketing operations, he or she is required to have experience in reviewing financial instruments to be launched in the market and to provide concrete supporting evidence of that experience. However, the definition remains unchanged with regard to the scope of the qualified institutional investors for other related persons under Articles 3 to 6 of the Regulations Governing Responsible Persons and Associated Persons of Securities Investment Trust Enterprises and Articles 3, 3-1 and 5-1 of the Regulations Governing Responsible Persons and Associated Persons of Securities Investment Consulting Enterprises. 

4. Roadmap for Full Adoption of the Upgraded International Financial Reporting Standards Released

The FSC on 28 January 2014 released the "Roadmap for Full Adoption of the Upgraded IFRS," to be implemented in two stages. In the first stage, beginning from 2015, the 2010 version will be upgraded to the 2013 version (excluding IFRS 9, "Financial Instruments"); this will apply to public companies that have adopted IFRS and that are scheduled to adopt IFRS in 2015. In the second stage, beginning from 2017, each subsequently issued IFRS will be adopted after endorsement process; this will apply to all public companies that adopt the IFRS. The FSC has published a traditional Chinese translation of the 2013 version of IFRS, and an analysis of the difference between it and the 2010 version under the "IFRS Download Section" of the FSC’s Securities and Futures Bureau website. To accommodate these upgrades, the FSC will review and amend relevant provisions of the Regulations Governing the Preparation of Financial Reports by Securities Issuers. The FSC will also hold discussions on related issues of practice and will draft and issue related guidelines and FAQs to assist enterprises with compliance. 
