News and Events
1. Securities finance enterprises allowed to engage in securities settlement financing
To allow more efficient allocation of capital by securities finance enterprises and to increase liquidity in the securities market, securities finance enterprises are being allowed to engage in financing to provide settlement money for securities trades.

2. New secondary legislation and order regarding corporate governance under the Securities and Exchange Act

On 28 March 2006 the Financial Supervisory Commission (FSC) issued the order "Scope of Application for Installation of Independent Directors by Public Companies," and adopted three new regulations: the Regulations Governing the Installation of Independent Directors of Public Companies and Related Compliance Matters, Regulations Governing the Exercise of Powers by Audit Committees of Public Companies, and Regulations Governing the Proceedings of Board of Directors Meetings of Public Companies.

3. Directions require issuance of declarations by the TSEC and securities firms stating that financial statements contain no falsehood or concealment

In accordance with Article 14, paragraph 3 of the Securities and Exchange Act, beginning with the preparation of financial reports by the Taiwan Stock Exchange Corporation (TSEC) or by any public company or securities firm for the 2005 fiscal year, any financial report issued by an issuer, security firm, or the TSEC must include the signatures or personal seals of the chairman of the board, general manager (or equivalent person), and chief accounting officer on each page of the financial statement's balance sheet, income statement, statement of changes in shareholder equity, and cash flow statement, and a declaration as given above shall also be issued and be submitted along with the financial report at the time of announcement, recordation, or uploading to the Market Observation Post System.
4. Financial institutions given permission to trade credit default swaps

On 21 March 2006, the FSC allowed securities firms that act as originators in accordance with the Financial Asset Securitization Act and that hold beneficiary securities or asset-backed securities for the purpose of credit enhancement to trade New Taiwan Dollar (NTD) credit default swaps for hedging purposes with financial institutions authorized to handle such swaps.

5. Non-hedging futures transactions allowed for foreign investors

Selected provisions of the Regulations Governing Investment in Securities by Overseas Chinese and Foreign Nationals have been amended to allow foreign investors to engage in non-hedging futures transactions. In addition, the FSC issued an order on 27 March 2006 repealing the Guidelines for Futures Trading by Overseas Chinese and Foreign Nationals and amending the limit on investment by a foreign party in government bonds, time deposits, money-market instruments, or NTD interest-rate derivatives to an amount not to exceed 30% of its inward remittance of funds, and providing for a period of transition between the old and new systems for foreign investors engaging in futures transactions.

The following are key points in the handling of existing futures hedge positions and NTD margins:

(1)  Handling of existing positions: Existing open positions and NTD margins may both be held until full liquidation or settlement at maturity.

(2) Handling of existing NTD margins and liquidating positions: When an open position matures or is liquidated, the NTD margin equity may be withdrawn and the futures commission merchant authorized to convert the NTD margin into US dollars or to remit the amount into the holder's securities investment account.

(3) Grace period for handling of additional trades: When a futures trade order is placed on the basis of an existing margin, the NTD margin shall be converted to a US dollar margin or remitted into a US dollar margin account within three days after completion of the trade.
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