Highlights for the Past Two Years

1. Promotion of corporate governance
With the concerted efforts of the Taiwan Stock Exchange, the GreTai Securities Market, and the Securities and Futures Institute, the following measures have been implemented to help domestic enterprises implement mechanisms for corporate governance to ensure the continuous operation of enterprises and advance the whole domestic business environment:

(1) The Agency required IPO companies to nominate independent directors and supervisors, and further to endeavor to set up a data bank for persons qualified to be independent directors and supervisors.
(2) The Agency stipulated “Best Practices of Corporate Governance for Listed Companies” and provided examples of that models that fit the domestic situation so as to influence domestic enterprises in strengthening corporate governance and international competitiveness.
(3) The Agency implemented an internet reporting system to integrate information under a standard reporting format and so increase transparency in the disclosure of information. Further, the latest edition of the “Market Observation Post System” and the “Information Disclosure Evaluation System” were released.
(4) The Agency hosted the “Taipei Corporate Governance Forum” on 26th November, 2003, at which around 700 executives of domestically listed companies participated and at which internationally renowned experts made introduction to the trends in international corporate governance.
(5) To strengthen the function of the boards of directors and supervisors, the Agency drafted “Amendments of the Securities and Exchange Law” to include regulations governing independent directors, supervisors and functional committees such as audit committee, and which amendments are now under review by the Executive Yuan.
2.
Diversification of fund-raising channels and simplification of acquisitions systems

(1) The Agency promulgated revision of the “Criteria Governing Offering and Issuance of Securities by Securities Issuers” on 20th May, 2003, permitting unlisted companies to issue securities in the nature of equities such as corporate bonds with subscription rights, which may be traded in the market after completion of a supplemental public issue. This revision of restrictions on merger and acquisitions, acceptance of the new issue of securities, public offerings or splitting, will aid enterprises to raise funds through the capital market. 
(2) The Agency promulgated revision of the “Criteria Governing the Offering and Issuance of Securities by Securities Issuers” on 31st December, 2003, aiming at achieving a price discovery mechanism by simplifying administrative procedures, shortening the time schedule needed for the listing of emerging stocks, and encouraging initial public offerings of emerging stocks to process through capital increase by cash. The SFC further promulgated revision of the “Criteria Governing the Offering and Issuance of Securities by Securities Issuers” on 2nd February, 2004, with the purpose of improving links between domestic and international capital markets and of reducing discrepancies between domestic and overseas fund-raising activities.
(3) The Agency promulgated revision of the "Criteria Governing the Offering and Issuance of Securities by Foreign Securities Issuers" on 31st March, 2003 to permit listed companies to allot shares of foreign companies or acquire foreign companies by using the shares from rights issues to participate in the issuance of GDRs. The SFC further promulgated revision of the "Criteria Governing the Offering and Issuance of Securities by Foreign Securities Issuers" on 31st December, 2003, permitting companies listed in Emerging Markets to issue overseas corporate convertible bonds and corporate bonds with stock warrants. 
(4) The Agency promulgated revision of the "Criteria Governing the Offering and Issuance of Securities by Foreign Securities Issuers" on 30th April, 2003, with the aim of actively soliciting foreign companies to apply for listing in Taiwan, in line with the implementation of the "Enterprise Mergers and Acquisitions Law"
3.
Adjustments to the securities trading system, raising of trading efficiency, and improvement of the investors’ protection

(1) The Agency initiated the second phase of the revision of the trading method in the centralized market on 2nd January, 2003 with the unexecuted orders of the 5 best bid and ask prices to be disclosed to the investors, which revision follows the former measures such as elimination of two up/down ticks, adoption of an intra-day volatility interruption, and 5-minute closing call auction, so as to provide a fair and integrated trading environment.
(2) The Agency initiated a securities borrowing and lending system on 30th June, 2003 with the purpose of meeting the needs in the borrowing of securities in strategic trading; increasing revenue for securities holders; and raising the liquidity of the securities market. Securities borrowing may be processed through the mechanisms of “fixed price,” “competitive auction,” or “negotiation.”
(3) The Agency supervised the GreTai Securities Market in its review of trading procedures so as to promote healthy development of the Emerging Markets. The measures include the establishment of quotation of spread of trade and a continuous quoting mechanism, a change of consignment relationship from brokerage to agency, and the introduction of a computer negotiation system. To strengthen the qualification and functions of securities firms, the GreTai Securities Market also raised registration conditions and increased application documentation for securities firms. A review meeting of the Emerging Markets was held on 20th April 2004, which resolved to extend the settlement cycle from T+1 to T+2, and to shorten the compulsory time point to register as Emerging Market stocks from two years after observation down to six months.
(4) The Agency initiated the exceptional Management Mechanism of Defaulting Securities from 1st August 2003, allowing securities firms to opt for negotiation with defaulting clients concerning handling defaulting securities instead of immediately selling the defaulting securities in the market so as to lessen selling pressure in the market.  To prevent block defaulting, measures for strengthening general management over finances and operations of listed companies, self-regulatory norms, and cross-market risk-control mechanism were also initiated.
(5) “The Securities Investor and Futures Trader Protection Act” was implemented on 1st January 2003 so as to strengthen the protection of investors and promote the development of securities and futures markets.

(a)“Regulations Governing the Securities Investor and Futures Trader Protection Institution”; “Regulations Governing Payment Operations of Securities Investor and Futures Trader Protection Funds”; “Regulations Governing the Organization and Mediation Procedures of Securities Investor and Futures Trader Protection Institution Mediation Committees”; based on the authorization of “the Securities Investor and Futures Trader Protection Act”, were put into force on 1st January, 2003.
(b)“The Securities and Futures Investor Protection Center” began to operate on 22nd January 2003.  The center has been actively engaged in protective measures related to consultation, appeal, intervention, and pursual of lawsuits.
4. Setting up of a bond trading platform and stimulation of trading in the bond market
(1) The Agency promoted when-issued trading of government bonds for the purpose of realizing the function of price-discovery by providing facilities of price reference information for tending government bonds and forecasting future interest levels through participation by bond dealers in the when-issued trading.
(2) The Agency established the “Trading Platform for Corporate Bonds and Financial Debentures” so as to encourage issuance of book-entry corporate bonds and financial bonds; provide computerized operating environments for quoting, trading, clearing and risk management; and strengthen the trading efficiency and information transparency of the bond market.
(3) The GreTai Securities Market started to operate the “Bonds Borrowing and Lending System” from 2nd January 2004 so as to meet the needs of clearing and strategic trading of the spot and futures markets in bonds.
5.
Promotion of new underwriting system and enhancement of fund-raising efficiency of the capital market

The following reforms of underwriting operations have been taken so as to conform to international trends: 

(1) Provision of different choices of underwriting mechanisms
(2) Following of the principles of reasonable price setting and issuing at market price.
(3) Enhancement of the fund-raising efficiency of enterprises by strengthening flexibility of issuance.
(4) Shortening of the underwriting schedule and lowering the risk of underwriting and payment.
6.
Strengthening of the competitiveness of securities firms toward investment banks

(1) The Agency enlarged the business scope of securities firms, permitting securities firms to engage in forward trading; enlarging the consigned scope of trading foreign securities; allowing trade in structured products; and concurrently running business of short-term bills.
(2) The Agency permitted securities firms to issue put warrants with stocks listed in TSEC as underlying products and call warrants with stocks listed in the GreTai Securities Market as underlying products.
(3) Effective as of January 2004, the Agency simplified the “case-by-case” and “post-process filing” review process of the supervision over the operations of securities firms in trading of financial products such as the issuance of call warrants, put warrants, and over-the-counter transaction of derivatives, in accordance with the spirit of negative listing. Stochastic management will be adopted in regard to the characteristics of risk preference.
(4) The Agency permitted securities firms to apply to set up representative offices in Mainland China or branch offices in foreign countries. 
(5) The Agency permitted securities dealers to trade foreign securities and conduct hedge trading of foreign derivatives. Securities firms were also permitted to underwrite structured products denominated in New Taiwan dollars or foreign currencies which link to overseas financial commodities; to sell securities service information technologies; and knowledge of risk management. Securities underwriters were permitted to act as agents to undertake consulting services for the offerors and bidders in the case of private placement. These measures will not only help securities firms to transform into investment banks and substantiate the benefits of economy of scale, but also strengthen the overall functions of financing, market-making, and renovation in the capital market. 

7.
Improvement of full authorization businesses and promotion of the development of asset management 

(1) The Agency revised the “Regulations Governing Operation of Discretionary Investment Services by Securities Investment Consulting Enterprises and Securities Investment Trust Enterprises”, loosening the restraints on discretionary accounts; increasing the scope of investment and fund applications such as investment in overseas funds; relaxing restrictions on the category and amount of futures trading; and permitting performance rewarding systems so as to enhance the performance of discretionary account investments.
(2) The Agency permitted securities investment trust enterprises to issue funds of funds, stock index funds, principal guarantee funds, money market funds, and foreign currency denominated funds, for the purpose of intensifying the competitiveness of securities investment trust enterprises and providing investors with more choices of fund products.
(3) The Agency relaxed restraints of administration over securities investment trust enterprises and of the investment scope of investment trust funds. Securities firms were permitted to act as professional promoters; out-standing fund mangers were permitted to manage two funds; the principal in the principal guarantee funds may be invested in foreign fixed-income commodities for the keeping of the principal; funds of funds may be invested in overseas funds and stock index funds； and funds may be invested in new derivatives such as stock options. The restraint of funds in investment in foreign securities was also eased. The above revisions are in order to increase operational flexibility for mutual funds.
(4) “The Securities Investment Trust and Consulting Act” was passed by the Legislative Yuan so as to improve the long-term development of securities investment trusts and consulting enterprises and their legal environment.
(5) The Agency completed revision of “the Rules Governing Securities Firms”; “Rules Governing Securities Investment Trust Enterprises”; “Rules Governing Securities Investment Consulting Enterprises”; “Regulations Governing Operation of Discretionary Investment Services by Securities Investment Consulting Enterprises and Securities Investment Trust Enterprises”; “Standards Governing Establishment of Futures Advisory Enterprises”, and “Regulations Governing Futures Advisory Enterprises” so as to permit securities firms, securities investment consulting enterprises, futures advisory enterprises, and futures commission merchants to concurrently run each others’ business. 
8.
Diversification of securities products

(1) The Agency amended “Regulations Governing Securities Investment Trust Funds” and “Standards Governing Margin Purchase and Short Sale of Securities” to accommodate cooperation between the FTSE and the TSEC in compiling the TSEC Taiwan 50 Index and the authorization of issuing tracker fund.  The Taiwan Top 50 Tracker Fund, trading under the symbol TTT, was listed on 30th June 2004. The TSEC also revised relevant requirements related to listing, trading, and securities borrowing and lending.
(2) The Agency stipulated “Criteria Governing Information to be Published by Trustees in Public offering and Issuance Prospectuses for Issuing Real Estate Investment Trust or Asset Trust Beneficiary Certificates” and “Guidelines Governing Public Offering by Trustees for Issuing Real Estate Investment Trust or Asset Trust Beneficiary Certificates ”, so as to meet the implementation of “The Real Estate Securitization Act” and to help individual investors participate in the investment of large scale of real estate with small amounts of money. 

9.
Loosening of administration over foreign investment and strengthening of interaction with international organization 

(1)
The Agency revised restrictions over foreign investment in the domestic securities market on 9th July 2003 so as to accommodate trends in international development and follow government policy. The revisions were made as follows:

(a) Abolition of the maximum quota limit of USD 3 billion.
(b) Abolition of the two-year validity period of inward   

remittance of approved quotas. 
(c) Lifting of the requirement of provision of asset amount in  

qualification for applications.

(2)
The Agency further revised the “Regulations Governing Investment in Securities by Overseas Chinese and Foreign Nationals” on 30th September 2003, so as to abolish the QFII system. The revisions were made as follows:

(a) Switching of the application system to a registration and  

filing system: permitting overseas Chinese and foreign investors to obtain the qualification to invest in domestic securities by merely registering with TSEC.
(b)Simplification of procedure and document requirements in  

permitting investment registration by foreign investors to be permanently valid.
(c)Lowering of costs: permission to the agents or representatives of overseas Chinese or foreign investors to process remittances during the tax-waived period of securities capital gains if they provide documentation or certificates as evidence that the investment profits are tax-free, or that they have completed payment of taxes owing. 
(d)Relaxation of the utilization of investment funds: permission to overseas Chinese and foreign nationals to use owned securities to participate in the issuance of GDRs by domestic public companies, or re-issuance of GDRs within the redemption quota for GDRs, and be redeemed as outward remittance of investment principal.
(e)Facilitation of the opening of trading accounts: abolition of the requirement to open an investment sub-account, and permission for different accounts to be opened in the same securities firm so as to enable overseas foreign investment institutions to entrust different managers to handle day-to-day operations.

(3) The Agency hosted “The Taiwan Investment Forum” in late August of 2003 so as to encourage foreign investment in Taiwan.  
(4) The Agency signed “A Memorandum of Understanding on Information Sharing and Cooperation” with the Australian Securities and Investments Commission during the IOSCOS 28th Annual Conference in Seoul on 15th October 2003 so as to strengthen mutual cooperation.
(5) The Agency hosted the 2nd “Taipei Capital Markets Seminar, TAICAMS” from December 8th-12th, 2003, inviting participation from securities market authorities in the Asia-Pacific area, emerging markets, and SROs.
(6) The Ministry of Finance promulgated the following measures on 17th May 2004, so as to attract foreign investment into domestic securities and futures markets:

· Permission to domestic financial institutions to provide   

intra-day financing services to foreign institutional investors;
· Permission to foreign institutional investors to expatriate  

proceeds arising from securities lending in participation in the Securities Borrowing and Lending Center.
· Permission to foreign institutional investors to trade in the   

futures market in long hedging in addition to short hedging.
· Exemption for overseas foreign institutional investors from   

the requirement to obtain approval from the Department of Foreign Exchange of the Central Bank when filing for registration.

