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The study for code of nomination and remuneration on the directors of

board and managing directors in all state-ownership organization.
Abstract

The nomination and remuneration is basically the both sides of the integral whole.Perfect
of nomination system, have to match remuneration structure of having the inducement and
investigate mode suitablely, can select the excellent and professional manager that

enterprise need effectively.

This research first nomination the related remuneration theories, perfomance measure
theories, carrying on a literature review. Then examine the nomination and remuneration
system of the Taiwanese State-ownership organization, the problem and the reason
appeared. Investigate the Sweden, the United States and Japan to enhance the current
conditions of Corporate Governance in the meantime and more analytical. Again, analyze
the group enterprise of Taiwan, China, Hong Kong, Singapore, the nomination committee
and the remuneration committee that its board of directors establish with carry out the
nomination of the host, manager and board director and check and ratify its salary, present
whole of result, for the reference of the nomination mechanism and the remuneration
system improvement to the Taiwanese State-ownership organization, and put forward the

concrete conclusion and suggestion.

Study the conclusion implementation and integration in the drafted plan rulings, such
as"the State-ownership organization representative director the nomination code"(as
follows call the nomination code), "the State-ownership organization representative
director the nomination procedure and the management code"(call management code as
follows) and"the State-ownership organization representative director the remuneration

-7 -
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treatment code"(call the remuneration code as follows). Respectively for"apply object,

nomination organization, nomination method, nomination procedure, the reviewing

mechanism, remuneration structure and investigate mode" etc., the summary is as follows:

L.

Apply object

This research applies its state-run business and the private enterprise that the
government treasury or the central government fund invest(the Owner or Ownership)
only, including the state-run business and the government share of the company
organization to exceed certain ratio, have to select and appoint the representative
director's private enterprise.The representative director includes business host, agent,
board director and auditor etc..Host, is point the president of the company or the
business of other equal duties the most high chief. The agent is to point to be
physically responsible for carrying out the shareholder meeting of the business
organization or the performance chief of the board of directors decision, its title
includes executive officer, general manager or equal duty.The board director includes
Executive Director (managing director), Non-Executive Director and independent

board directors.The auditor includes a managing auditor and auditors.

Nomination organization

The set up of the Nomination organization(the Nomination committee), will match
with the government share ownership of a share management style, and have
adjustment.Adopt(1) centralized management system, the organization of the
Nomination then has to establish in the Ministry of Finance, the national property
management member of committee or imitate Singapore to establish national holding

company.If adopt(2) since the concentration scatters system again, the organization of

-8-
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the Nomination then should establish in the government share management
organization that the State-ownership's organization belong to;As Ministry of Finance,
Ministry of Economic Affairs, Ministry of Transportation & Communications,
Council for Agricultural Planning & Development ...etc..If adopt(3) the dispersion
management system, establish the nomination committee in the board of directors of
the State-ownership organization according to the spirit of Corporate Governance after

then having to wait the State-ownership organization to all remove the policy mission.

The Nomination committee doesn't need to want for the permanent organization, can
according to the individual State-ownership organization need, choose certain
comparison and scholar's expert of the number, constitute the Nomination committee
of the particular business. And its Nomination object should with business host and
important agent. As for the Nomination of the board director and auditor is
recommended by the government share ownership of a share management

organization or the authorization company board of directors Nomination committee.
3. Nomination method

The Nomination method of the host of State-ownership organization, appoint it after
adopting to sign professional agent contract. When the host of State-ownership
organization lacks, is seen by the government share ownership of a share management
organization to need to constitute temporary Nomination committee, or entrust the
Nomination committee that the board of directors of State-ownership organization
belongs to directly, carry out to select and appoint according to the related provision of

the Nomination code and the management code.

The agent Nomination method, the state-run business authorization is hired outside or

-9.-
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inside rise, according to the Nomination code and the management code by the new
appointee host The general manager also appoints it by professional agent contract,
and enters to back with president together, being free from the restriction of the Labor
Standards Law."Original agent as is belong to the member State-ownership
organization inner part to rise to allow, have to not through retire again transfer to
procedure, and reply the original holder duty after the agent post discharging".
Already the run by private capital turn of the State-ownership organization, depend on
the ownership of a share strength, the government share has to send host and the agent,
the Nomination of the agent is in accordance with the state-run business;If the
government share only can the one who select and appoint agent is assigned by the
government share ownership of a share management organization reference

Nomination code and the management code.

The Nomination of the board director and auditor of State-ownership organization,,
then is directly assigned by the government share ownership of a share management
organization, or authorize the Nomination committee of the State-ownership
organization board of directors to put forward suggesting list, sign report the
government share ownership of a share to manage an organization, assign after

approving.
4. Nomination procedure and Reviewing mechanism

The host selects procedure to include(1) to decide selecting a condition,(2) announcing
selects news(the news release, the document provide, 911 reviewing mechanisms),(3)
accept to register,(4) anonymous reviewing(the qualifications review, first trial, appeal

trial and definitely review),(5) check and ratify,(6) assume office. Among them, 911

-10 -
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reviewing mechanism, mainly is to candidate put forward of the business develop
project the book content, carrying on(1) first trial:Investigate the business project in,
the clear degree of the philosophy, vision it can reach a degree, strategy of the depth of
macro view, the industry analysis, investment speculation of the sensitivity of prospect,
the risk valuation, operation the careful degree of estimate, organization development
of the lasting degree, corporate culture of the cognition. etc. nine items;(2)Appeal trial:
Reviewing from lift the rationality that the results measures index sign(namely from
lift basis, include a profits standard, manage a standard, individual power heavy
comparison);(3)Definitely review:Reviewing from lift to measure the consistency that
the index sign and business supervisor organization negotiate index sign(namely the

policy basis).
5. Remuneration structure

The remuneration structure of the host & agent of State-ownership organization
includes a basic salary(the salary give;S), Short-term encourage(cash award + welfare;
B+C)and long-term encourage(the bonus or stock option;X).State-run business host
basic salary, the consideration job is an ethics, being no higher than the government
share ownership of a share management organization chief salary. Agent the basic
salary 1s a 90% host.In order to carry out the professional agent responsibility system,
host and although the agent doesn't see as the employee that Labor Standards Law call,
however the cash award of its short-term encourage is part of, still contrasting the
employee's cash award, adding up not a basic salary over 4.6 months. But in order to
increase an inducement, the suggestion increases the long-term encourage(bonus) its
design.The however short-term encourage and long-term encourage total amount,

don't exceed a basic salary.Can divide into according to the article of company

-11 -
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provision of the cash award and bonus , pay to return to state treasury all over the

part of the basic salary.

Already the run by private capital turn of the remuneration of the host(agent) of
State-ownership organization, adopt according to the remuneration mode of the
private enterprise"1:1:X"its design, the basic salary establishes according to the
industry standard, and after the board of directors and the shareholder willing pass
carry out.The Short-term encourage and long-term encourage total amount, don't
exceed a basic salary of 200%.Can divide into according to the article of company
provision its cash award and bonus(or the market price of the stock option) , exceed a

basic salary 200% of part, pay to return to state treasury all.

The remuneration of State-ownership organization board director and auditor, should
contrast the industry standard, so that the right and responsibility are
consistently.However the public official have a part-time job remuneration, still
applying before revising in "the part-time fee between soldier, public official and

teacher and academic chair hour fee pay to provision".
6. Investigate mode

The host investigates, according to contract commitment the results index sign reach
the degree, "the encourage weight"(table 6.3.5) and"have to issue long-term and
short-term encourage the most high month count", basis the long-term encourage
salary formula namely get. The agent contrasts a host to investigate a result, calculating

long-term encourage remuneration.

long-term encourage remuneration =( the basic monthly salary X have to issue

-12 -
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long-term and short-term encourage most high month count X encourages weight) -

have already issued a short-term encourage salary.

State-run business long-term encourage remuneration = (the basic monthly salary X
12 X encourage weight) - (the basic monthly salary X achievements and assess cash

award to count for month + the welfare convert amount of money)

The clause above checks and ratifies cash award to count for month, is the
achievements and assess cash award, the current system is the most high for 4.6

months.

The run by private capital turns behind State-ownership organization of long-term
encourage remuneration = (the basic monthly salary X 24 X encourage weight) - (the
basic monthly salary X achievements cash award to count for month + the welfare

convert amount of money)

The clause above checks and ratifies cash award to count for month, according to the
State-ownership organization the current provision carry out.Usually the most high 12

months.(the namely short-term encourage remuneration is equal to a basic salary)

Reaching the degree accounts to divide into 15 classes, reaching one degree low in
60%(do not contain), unless is because of the policy factor to make however,
otherwise, host get dismiss.Reach one degree second degree, don't calculate long-term
encourage remuneration.If reach a degree over 200%, then should examine to reach
whether degree is too easy or not, and reasonable adjust the next year should reach one
degree standard.The stock publishes a company publicly, the long-term encourage

remuneration gets a certain comparison to be given out with the stock option.

-13 -



é@ ...

Match with a board director, auditor remuneration contrast the industry level after,
should enhance a board director, auditor to investigate the business unit contribution
degree, include "the board director, auditor put into the investigation of that company
or inspect lowest hour count request(attend the board of directors and shareholder not
only would)", " put forward conducting the management improvement or inspecting
annual report (quarterly reports ) to the manager's section ", "To board of directors
major decision draw up, investigate or suggest a report" etc.. As for public official
part-time board director of State-ownership organization, auditor, respond the
implementation Corporate Governance spirit, the board director, auditor's
responsibility aggravates, suggesting should change for the full-time system

gradually.
Key Word:

State-ownership organization, nomination & remuneration, Agency & tournament

theory, 911 reviewing mechanism, many curve salary structure.
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The study for code of nomination and remuneration on the directors of

board and managing directors in all state-ownership organization.
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ERA RS GRORL )
Annual General Meeting (Owners)

FT ¢ £
Board of Directors Auditors
KL

Managing Director

AL
Management

B 421 %ir3Aa@ ‘*fﬁ)%‘]

AL o BERY EFP R T o @ F 32 (Swedish code for corporate
control)z_ 451 iT - fr p& » 7 iz & OECD(Organization for Economic Cooperation and
Development §7#& 174 & t38) 2005# & 7 #7i3372 2 @ n BP0 37 TR Y ¥ ¥
2P ip3 & F (OECD adopted the Guidelines on the Corporate Governance of
State-Owned Enterprises.) » & = 5 2 # BF £ 5ol 2 &
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A R LR ESEE T RS 6 EEE R S  a
7o 54r2003# & (41t 5] 0 B R 1140% 2 F (F 2 E39%~ 10 61%7F 1) - 2005+

Trtzp o L BER41% 0 THES59%  RY & FF & £E43% VS.57% o

FEESH R LAf EETH  ehd WA g A RRIES 2 5 A
% R 2238 3.$%(The Minister of Industry, Employment and Communications) % #% % % 4%
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FA2NBTEL 2T £ GOL R GIA e AP R Y 0 RHE S 20%00 1 2 2T
%5 & &P v § ESEKIA7,994+F A (K37 55665973+ 7)) FE L

SEK7,220-+ ~ (5 #7 5 %#:32,490+ ) o

# 4.2.1 SURVEY OF FEES, AUDITORS
) Other ) Proportion
SEK000s . audit consultancy Total Propo.rtlon total audit
income . audit, %
income fees,%
BDO 11,000 6,000 17,000 65% 7%
Deloitte & Touche 6,947 5,714] 12,661 55% 5%
Ernst & Young 33,483 46,342 79,825 42% 23%
KPMG 34,394 26,375 60,769 57% 23%
SET 3,515 -l 3,515 100% 2%
Ohrlings PWC 58,015 23,598 81,613 71% 39%
Other 640 636 1,276 50% 0%
Total excluding Riksrevisionen 147,994 108,665| 256,659 58% 100%
Riksrevisionen 7,220 31 7,251 100%
The summary, which covers information from 53 companies where the state’s ownership share is
over 20 per cent, shows that the share of the auditing fees for audit is between 42 and 100 per
cent from these state-owned companies.

T4 kR ¢ State ownership policy 2005

kg ST E o 2P F 2 %L R € (Audit Committee) > I ikyp & &2 2 O F

PIER S JREFFIFIIT B TiRApM AR T > 2 2R L B ¢ (Remuneration

Committee) > £+ 7 Ip Bz F73 &2 )~ HTFr 1 2 IE%'?%J?V;EL

BARD S R N
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= Higgs 12.24 The level of remuneration appropriate for any particular non-executive director role
should reflect the likely workload, the scale and complexity of the business and the responsibility
involved. senior independent director. ...non-executive directors’ fees should be more clearly built
up from an annual fee, meeting attendance fees (to include board committee meetings) and an
additional fee for the hairmanship of committees (typically a multiple of the attendance fee) or role
as senior independent director.
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FRE(r- BEFH) £33V 193,897,632 o dogrde £ 4 &~ vk it RCEO(Acting
Chief Nuclear Officer)+* #(%6.3.2) » R 5 H#HF 2. 17.13% > 4o% 4 £~ B 47

(L5 A GDP)H) & ¢ 82 2.17415 (2004 & 2o+ F4) - vt i i {5 210,485,124
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Seife T AT 5 =11 29.2868

Employer Surname | Given Name Position Salary Paid NTS$(GDP i i)
Ontario Power CHARLEB |PIERRER. |Acting Chief Nuclear Officer $776,893.31| $22,752,718.99
Generation OIS ($10,485,124)
Ontario Power FROATS |I.P. Acting Chief Nuclear Eng. $262,535.87|  $7,688,835.52
Generation ($3,536,723)
Ontario Power HANBIDGE|DONN W. Acting Chief Financial Officer $353,445.06| $10,351,274.78
Generation ($4,761,396)
Ontario Power KING CATRIONA |Acting Corporate Secretary $249,384.59|  $7,303,676.61
Generation E. ($3,359,557)
Ontario Power MALO ADELE S. VP, Law/Gen. Couns./Acting VP, $456,960.68| $13,382,916.04
Generation Sust. Dev ($6,155,895)

Source: Addendum to the Disclosure for 2004 under the Public Sector Salary Disclosure Act, 1996 June

6,2005
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RBMn : % 78 § % ¥ 32 {% % ( Real Benchmark of Management)
PBPn @ 4 38 -K3#% 4B % 5 ( Promise Benchmark of Profit)

PBMn : % 78 &3 ¢ AL 5 ( Promise Benchmark of Management)
Wp : JIiEBAE5 24 & ( Weight of Profit)

Wu & F AR5 2 4 & (Weight of Management) = (1-Wp)
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	Source: Addendum to the Disclosure for 2004 under the Public Sector Salary Disclosure Act, 1996 June 6 , 2005
	2. 規範民營化前後公股主持人及經理人薪酬。
	附錄六、公營事業機構員工待遇授權訂定基本原則

