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Deregulation Progress

B New revision of Company Act takes effect

A new revision of the Company Act, which became effective on July 1, greatly
relaxes, in the spirit of corporate governance, the rules on return of paid-in capital
for corporate capital reduction, sources of funds for the redemption of special
shares, and employee salary systems. This provides more flexibility in the use of
corporate funds.

The Ministry of Economic Affairs (MOEA) notes that under the original
provisions of the Company Act, return of paid-in capital for capital reduction had to
be accomplished with cash, while capital increases through the issuance of new
shares and equity injection by shareholders, could be made with other assets such
as monetary credit, technology, or commercial goodwill. Under the relaxed rules
of the revised law, the return of paid-in capital to shareholders for the purpose of
reducing capitalization may be accomplished using property other than cash; this
allows companies greater flexibility in using their capital, in accordance with their
operating needs, to carry out capital reductions. At the same time, to protect the
rights of shareholders the revised provisions require capital reductions through
returning paid-in capital to be approved by a shareholders' meeting; and, to assure
a reasonable estimation of the value and offset amount of returned property must
be assessed and signed off by a CPA.

The original stipulations required the redemption of special shares to be
carried out only by using profits or issuing new shares. Under the new rules,
companies can use sources of capital other than profits or cash.

At the same time, the revision brings Taiwan's corporate employee

compensation tools in line with international practice and allows companies to
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boost their competitiveness by attracting outstanding talent via the issuance of
new shares to employees under limited conditions, so long as the issuance is
authorized by a special resolution of a shareholders' meeting. The issuing quantity,
price, and conditions will be stipulated by the competent authority for securities. To
help companies hold onto their employees, a new provision allows enterprises to
provide employee compensation in the form of treasury shares that cannot be sold

within two years.

B Broadcasting license validity extended

A revision of the Radio and Television Act was passed by the Legislative Yuan
on June 14, extending the validity of broadcasting licenses from six to nine years
and lengthening the interval between assessments of the execution of operations
plans from two years to three. These relaxed rules will make operators more
willing to invest.

The revised law also cancels the restrictions imposed by the Budget Act and
authorizes the National Communications Commission (NCC) to act flexibly in the
release of radio and TV licenses, allowing it to use evaluation, auction, public
tender, or other appropriate methods.

The NCC indicates that since the frequency spectrum is a rare and exclusive

type of resource, the switch to the multi-channel release of radio and TV
frequencies will facilitate the establishment of a fair and reasonable wireless
broadcast market. The NCC will use this legal basis in carrying out the 11th
release of broadcast frequency licenses.

When the Legislative Yuan passed the revised law, it affixed two associated
resolutions. The first is that 10% to 30% of wireless TV channels should be for the

arts, culture, education, or public benefit. The NCC estimates that 155 channels
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will be licensed in the future and that 22 of them will be public-benefit channels
open to application by public-interest groups, communities, and schools. These
channels will be awarded by the examination system rather than by auction. The
remaining 133 channels will be released by the examination plus auction method.
In its second resolution, the Legislative Yuan asks the NCC to announce the
principles and timetable for the release of licenses within six months after the
passage of the resolution. The NCC indicates that the related rules will first be
submitted to the Executive Yuan for approval, and that the awarding of the new

licenses should be completed in the first quarter of 2012 at the earliest.

M Foreign students allowed to intern in Taiwan after
graduation

The Ministry of Education (MOE) has instituted a set of “Operating Guidelines
for Applications by Foreign Students at Universities and Colleges to Remain
in Taiwan for Internship after Graduation” with the aim of boosting interaction
between outstanding foreign students and Taiwan's industrial, academic, and
research sectors, expanding international linkages, and building up a pool of
international human resources.

Under the Guidelines, foreign students who have outstanding academic
records, or who have won awards in international or national competitions,
and who can furnish written recommendations from their academic advisors or
department heads as well as internship approval documentation from appropriate
organizations, may submit applications to their schools. After the applications are
reviewed and approved by the MOF, the applicants may remain in Taiwan to take

up internships for up to one year after graduation.
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The organizations in which foreign students may intern include domestic
enterprises, foreign-invested enterprises, and Taiwan branches of foreign
companies with a turnover of at least NT$10 million in the most recent year; newly
established domestic or foreign-invested enterprises with a capitalization of at
least NT$5 million; or Taiwan offices of foreign companies with a procurement
record of at least US$1 million. The work which foreign students perform as intern
must conform to the content of their internship. If foreign students wish to change
their internship organization, they will have to apply to the MOE through their

schools.

B Only reporting needed for AEO processing of transit goods

On July 25 the Ministry of Finance (MOF) announced a revision of the
“Regulations Governing the Customs Management of Container Terminals”
designed to assure secure supply-chain management and simplify customs-
clearance procedures for outstanding enterprises that undertake transit container
resorting.

Under the original “Regulations Governing the Customs Management of

Container Terminals,” operators wishing to carry out such goods resorting

operations as bulk packing, separate packing, repacking, unpacking, or affixing of

labels had to first submit a written application and receive approval from Customs.
To attract more supply-chain companies to apply for Safety AEO (Authorized
Economic Operator) status, the MOF has expanded the related incentives to make
it easier for AEO shippers and warehouse operators to carry out transit container
resorting; all they will have to do now is submit a joint written report to Customs
in advance and then carry out their resorting in a container terminal or transit

warehouse.
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The Directorate General of Customs notes that Safety AEOs currently enjoy
customs-clearance preferences including a lower inspection ratio, monthly
payment of tariffs, the option to apply for release of Taiwan-made re-imports prior
to cancellation of the original export declaration, and exemption from checks and
inspections for the customs clearance of goods with a duty-paid price of NT$100
million or more. In addition, Customs has set up a one-stop window to help

operators resolve customs-clearance problems regarding unreleased goods.

News Express

B Tax credits offered for corporate sponsorship of sports

The Legislative Yuan has passed a “Statute for Sports Industries
Development” designed to encourage the private sector to participate in sports
activities and to become involved in the development of sports-related industries.
In the future, companies that support the development of athletes; sponsor sports
groups; donate sports gear, venues, or equipment; or purchase tickets for sports
competitions and donate them to schools or disadvantaged groups will be allowed
to list the related outlays as expenses against their income taxes, with no limit on
the amount.

The new Statute also aims to boost the domestic audience for sports
competitions by stipulating that the government may allocate a budget for
subsidies to students for participation in or observation of sports competitions, and
that it may issue sports experiencing vouchers.

Furthermore, the ticket-sale income from sports competitions or activities
organized by sports groups will be exempt from business taxes, so long as the

competitions or activities conform to the provisions of the “Value-added and Non-
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value-added Business Tax Act.” The scope and standards for determination of the
relevant sports competitions and activities will be set by the Sports Affairs Council
(SAC) and Ministry of Finance.

Under the provisions of the new Statute, the SAC may allocate special budgets
to cover 30% of the salaries of outstanding athletes recruited by sports concerns
or profit-seeking enterprises to engage in sports development or the provision
of related services, up to an accumulated maximum of five years per person.
The provisions also relax the qualifications for sports professionals to serve as
instructors. Personnel who have special professional practice, attainment, or
achievement fitting them to engage in educational work, and whose qualification
is recognized by the SAC, may be recruited to teach in universities or technical
schools.

The new Statute also provides for foreign sports professionals and technical
sports personnel who have not been hired by any domestic employer to stay in
Taiwan on a visitor visa to engage in short-term business activities, technical
guidance, or professional performance for up to 14 days without having to apply

for a work permit.

B Patent examination process streamlined

The Intellectual Property Office (IPO) of the Ministry of Economic Affairs is
promoting a new “combined interview for related invention patent applications”
with the aim of speeding up the examination of patent applications. Hon Hai, AU
Optronics, HTC, and other top-20 invention patent applicants have been invited
to participate in a trial operation of the joint interview system. Since the new
system is applicable to almost 9,000 applications, most of which are in the field
of semiconductors, display panels, touch control, and other key technologies, it is

expected to help clear up a severe application backlog.
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The IPO notes that the new system is being applied to the preliminary
examination of applications by the same applicant for multiple invention patents
related to the same product or industrial technology. The combined examination
system is being tried out on the 20 top patent applicants, with the trial being
focused on the preliminary review of invention patent applications in which the
applications for substantial examination were submitted prior to 2008 and were
published early, but for which no written decision of patent examination has been
received. When the joint interview method is used, the time needed for patent
examination will not, in principle, exceed one month, speeding up the examination
of applications for patents concerning key technologies or the results of R&D
that have been backlogged for a long time, and helping companies to establish
complete patent deployments.

Mei-hua Wang, director general of the IPO, notes that Taiwan records
approximately 41,000 new invention patents every year. In addition to speeding up
the examination process by adopting the Accelerated Examination Program (AEP)
and the “combined interview for related invention patent applications,” after its
reorganization next year the IPO will hire 170 contract examiners and 39 assistant
examiners next year. This is expected to slash the current application backlog
of 160,000 cases to just 70,000 cases by 2015, and to shorten the average time

needed to complete an examination from 41 months to 22 months.

B Eight harbors to spur yachting activities

Taiwan has long been known around the world as a manufacturer of yachts,
and with its surrounding ocean the island offers infinite business opportunities in

the field of marine recreation. Now, the government has decided to give yachting
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an extra boost by pumping more than NT$1 billion into the construction and
renovation of facilities in eight yacht harbors. At the same time, it will relax harbor
entry and exit controls for yachts.

The Ministry of Transportation and Communications (MOTC) explains that in
addition to the marinas originally planned for Dapeng Bay, Badouzi, Wushih, Wuq;i,
Longdong, Budai, and Houbihu, the Anping Fishing Harbor will also be included
in the new development program, which is designed not only to promote yachting
activities but also to enliven idled fishing harbors by transforming them into bases
for yachting development.

The MOTC points out that the goal of promoting yachting development is
to achieve annual growths of 8% in the number of domestic yachts, 5% in the
number of foreign yachts docking in Taiwan, and 1,000 yacht departures and
dockings.

In addition to the building of marinas and yacht wharfs, the Law of Ships
as revised last November contains a new chapter on yachts that allows simple
reporting, instead of application, for CIQS (customs, immigration, quarantine, and
safety) operations so long as no entry into or exit from the national territory is
involved. The Ministry of Economic Affairs and local governments will constantly

review the erection of simple yacht wharfs or other docking facilities on rivers, and

the Ministry of the Interior and National Property Bureau will discuss the relaxation
of land-use controls for yachting bases. Further, the Council of Agriculture,
Tourism Bureau, and Construction and Planning Agency will continue discussing
the proper allocation of berthing space, the installation of boathouses, and the
improvement of harbor entry, exit, and docking facilities for yachts so as to provide

a good environment for the development of yachting in Taiwan.
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