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Opening Remarks for the Seminar on Regulatory Impact Assessment

Opening Remarks for the Seminar on
Regulatory Impact Assessment : Best
Practices and Case Studies

Oct. 1,2007
Vice Chairperson of CEPD,” Thomas M. F. Yeh

Mr. David Shortall, Dr. Roy Lee, Dr. Huan Lin, Director Heng Tso,
Distinguished Guests, Ladies and Gentlemen:

Good morning to all you.

Firstly, on behalf of the Council for Economic Planning and
Development (CEPD), I would like to welcome you all for participating
in this Seminar on Regulatory Impact Assessment: Best Practices and
Case Studies. Also, I'd like to extend my special thanks to our keynote
speaker Mr. David Shortall for flying such a long way from Canada to
Taiwan for contributing in this seminar. I am very grateful for his
wholehearted support for this endeavor of Chinese Taipei. In the mean-
time, Dr. Roy Lee, Dr. Huan Lin and Director Heng Tso would facili-
tate the process of today's seminar and make it a wonderful event for
all of us.

This seminar is meant to be as part of the capacity-building pro-
gram for the civil servants of Chinese Taipei in the area of regulatory
reform. As we all know, the impact of globalization has put emphasis
on developing efficient regulatory regime that could meet public policy
objectives, promote business competition and minimize trade barriers

and, in the meantime, has created a need for greater alignment and har-
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monization between domestic regulatory policies and trade policies.
More importantly, as Chinese Taipei's economy recovered quickly and
maintained its stable growth trend after the bursting of the global dot-
com bubble in 2001, the socio-economic environments at home and
abroad have undergone rapid and dramatic changes in recent years.

To address these new challenges, the Conference on Sustaining
Chinese Taipei's Economic Development, COSTED as its acronym, was
convened on July 27-28 last year (2006) and its purpose was to gather
ideas from all quarters on long-term, structural, and contentious admin-
istrative issues; and to that end 175 representatives from the executive
and legislative branches of government as well as from all areas of the
private sector were invited to participate. In accordance with the con-
clusions reached at the COSTED, the government will reinforce
Chinese Taipei's economic environment by establishing a complete
social security system, enhancing industrial competitiveness, strength-
ening financial reform, improving global deployment and cross-strait
economic relations, and upgrading government efficiency. Among some
of the key "consensuses" resulting from the COSTED, one of them
reads as follows:

Participation in the regulatory process by those subject to regula-
tion should be reinforced, and they should be encompassed, to an
appropriate extent, in the regulatory impact assessment (RIA) mecha-
nism.

To confront the challenges of intensifying international competi-
tion and act upon the conclusions of the COSTED, the Cabinet has for-
mulated the Economic Development Vision for 2015 and mapped out

its First-Stage Three-Year Sprint Program for the period 2007-2009.
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This initiative involves the re-examination and adjustment of socio-
economic systems and development directions, with the aim of advanc-
ing toward the vision of a "prosperous, just, sustainable and beautiful
Chinese Taipei" in 2015. It will be implemented in stages under three
sequential Three-Year Sprint Programs, and will pursue "big investment
and big warmth" as the main theme of policy implementation. Five sep-
arate packages of measures for industrial development, financial mar-
kets, industrial manpower, public construction, and social welfare will
be implemented on a stage-by-stage basis. "Big Investment" connotes
the prioritization of investment in Chinese Taipei, with an all-out effort
to increase domestic and foreign investments and create job opportuni-
ties. On the other hand, "Big Warmth" connotes the prioritization of
care for the disadvantaged and the elderly, with sights set on reducing
In particular, I would like to pinpoint a specific development strategy—
establishing Free Trade Zones in Taiwan. Free Trade Zones take advan-
tage of the "within physical territory, but outside the customs territory"
concept to carry out the liberalization of trade administration and use
logistics to power manufacturing via the simplification of customs pro-
cedures, the provision of tax incentives, and the convenient inward and
outward flow of personnel and funds. The goal is to create a better
operating environment and pursue greater trade opportunities for manu-
facturers. Free Trade Zones can also serve as powerful market-develop-
ment tools for multinational enterprises.

On the other front of advancing regulatory regime, Chinese Taipei
recognizes that regulatory reform is one of the important elements in
the promotion of open and competitive market. Therefore, we fully sup-

port the need to develop the APEC-OECD Integrated Checklist on
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Regulatory Reform for the self-assessment of APEC member
economies. On June 27 last year (2006), Chinese Taipei has held a
Forum on the APEC-OECD Integrated Checklist on Regulatory
Reform, within which two OECD experts were invited to meet with its
high-ranking government officials to gain further support for its self-
assessment exercise and to help disseminate the essence and basic
tenets of the Checklist. This year (2007) we have planned this Seminar
on RIA: Best Practices and Case Study and invite Mr. David Shortall to
deliver a lecture on his research and experiences. Mr. Shortall's OECD
Trade Policy Working Paper No. 48, which is entitled Regulatory
Reform and Market Openness: Processes to Assess Effectively the
Trade and Investment Impact of Regulation, gives us great inspiration.
And I look forward to his further contribution today and in the near
future. At the same time, I encourage all of you to digest carefully his
excellent work in this regard so as to apply the know-how into our own
system.

Specifically, I would like to remind all of you that, in the area of
market openness, the Bureau of Standards, Metrology, and Inspection
(BSMI) of the Ministry of Economic Affairs (MOEA) has been actively
participating in the WTO Technical Barriers to Trade (TBT) Committee
meetings and they deeply recognize the necessity of adopting RIA or
the so-called good regulatory practices. In a case study with regard to
the Commodity Inspection Act, CEPD along with the Committee of
Laws and Regulations of the Cabinet have jointly developed the
Assessment Checklist for Law Proposal and the Operational flowchart
for both general and significant law proposals within the context of

Chinese Taipei. With the aim of testing and improving these designed
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mechanisms for conducting RIA, I anticipate that the lecture of Mr.
David Shortall today would deepen our government officials' under-
standing in this respect and inspire all of us to endeavor further for
making those policy tools and methodologies work to our benefits.

To improve economic efficiency and the business environment, the
APEC forum has placed a new emphasis on structural reform, of which
regulatory reform is one of the five essential priorities to achieve
Leaders' Agenda to Implement Structural Reform (LAISR). Similar ini-
tiatives were also raised in the spheres of OECD and WTO. In this
regard, Chinese Taipei pledges to improve the business environment by
addressing relevant issues via both individual and collective actions
and also agrees on the need to further improve the efficiency of our
domestic market, raise productivity, enhance the resilience of our econ-
omy and sustain strong economic growth rate through structural
reform.

Finally, I would like to emphasize once again that structural reform
must be guided by a broad vision and must be equipped with concrete
policy measures for implementation. I encourage all of you to provide
your views and suggestions as well as valuable insights in this respect
to consider in our future planning and implementation of Chinese
Taipei's economic development strategies. Together let us make today's
seminar a big success.

Thank you very much for your attention! G
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Abstract

With the globalization of industrial development, the diversifica-
tion of demand for services, and the pursuit of integrity and full devel-
opment of body-mind-spirit, the international medical tourism industry
was promoted and became one of the world's fast-growing and impor-
tant industries. Currently, such as Singapore, Thailand, South Korea,
India and etc., are making efforts in carving out international medical
tourism market and create great output value. Taiwan, with rich tourism
resources and high quality advanced medical technology, has estab-
lished a strong niche to develop medical tourism industry.
Nevertheless, the overall environment is not yet fully mature. There are
many crucial works need to be done actively, for instance to enhance
service quality, to build up and to intensify brand image, to create
multi-lingual environment, to set up cooperation mechanism between
public and private sector, also between different industries, and so on.
Moreover, Taiwan's medical tourism industry should develop according
to different areas' resources. Generally speaking, in highly urbanized
areas with mature medical technology may develop a program with
higher intense medical treatment, and supplement relaxing activities or
regimens. As for non-urban areas, with their abundant natural
resources, may arrange a itinerary with many leisure activities that pro-
mote physical and mental enjoyment, and supplement low medical acts.
This will enable Taiwan to play in the full effectiveness of medical and

tourism resources, and establish each region's industry characteristic.
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Premier Chang: Taiwan Financial Holding Co. Established by
Year-end

According to a Ministry of Finance report on "Follow-up Methods for the
Second Financial Reform" that was approved recently by the Executive Yuan, the
Bank of Taiwan (BOT), Land Bank of Taiwan, and Export-Import Bank of the
ROC will be merged into a national-class "Taiwan Financial Holding Co." as part
of the effort to upgrade the overall competitiveness of the island’ s financial
industry. The holding company is expected to have assets of NT$158.8 billion,
ranking 18th among Asian banks and 89th in the world.

Premier Chang Chun-hsiung points out that following the implementation
of the Financial Holding Company Act, domestic financial institutions have
established holding companies one after another as a means of heightening their
operating efficiency and competitiveness. However, Taiwan's financial holding
companies have met with strong challenges from international holding compa-

nies, which enjoy the advantages of huge size, international awareness, product
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development capability, and global branch networks. The establishment of a
national-class financial holding company in Taiwan, therefore, is an urgent mat-
ter.

According to the current plan, the Taiwan Financial Holding Co. will be set
up in stages. In the first stage, the BOT, Land Bank, and Ex-Im Bank will con-
vert themselves into subsidiaries of the financial holding company through a
share swap by the end of this year; at the same time, the BOT will hive off its life
insurance and securities businesses into separate subsidiaries. In the second
stage, the BOT and Ex-Im Bank subsidiaries will merge, the Ex-Im Bank's insur-
ance business will be transformed into an export-import insurance subsidiary,
and the Land Bank's securities business will be absorbed into the securities sub-
sidiary. In the third stage, the BOT and Land Bank subsidiaries will be merged.
All this is expected to be completed within two to three years following the
establishment of the financial holding company. In addition, the industrialized
management of the holding company will be facilitated through a relaxation of
rules governing personnel, compensation, spending, and budgets.

The new holding company will be a national-class operation in terms con-
sumer finance, corporate finance, foreign exchange, and wealth management,
with projected 18.8% and 19% shares of the domestic deposit and loan markets,
respectively. This will make it the foremost bank in Taiwan. It will have 308
domestic branches and 16 overseas units, giving it good globalized deployment.
It will also be able to realize excellent synergetic effects and economies of scale,
enabling it to stimulate an overall upgrading of the international competitiveness
of the domestic financial industry. For further information, please go online and
visit this website: http://www.mof.gov.tw/ct.asp?xItem=40687&ctNode=657
&mp=I.

No Entry Tests for Macao-Hong Kong Grad Students in Taiwan Schools

The Ministry of Education has approved a draft revision of the Regulations
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for Hong Kong and Macao Residents Studying in Taiwan to relax the rules and
promote educational exchange. Students from those two areas who come to
Taiwan for graduate study in the future will be able to apply for entry into gradu-
ate schools without testing. The draft revision will be sent to the Mainland

Affairs Council for review before being passed on to the Executive Yuan for

approval.

Under the current rules, students from Hong Kong and Macao are required
to follow the same procedures as local students for entry into grad school. With
the revision, students who graduate from schools in those areas may apply to
enter Taiwanese grad schools without entry testing. Students from those areas
who graduate from Taiwanese universities and have subsequently lived abroad
for two continuous years, without having spent more than 90 days in Taiwan dur-
ing either of those calendar years, may also apply. They will have to submit their
Taiwanese diplomas, along with grade transcripts, along with their application.

The revision also relaxes the definition of "Hong Kong and Macao
Residents" by reducing the required time of continuous residence in those areas
from eight years to six. For those applying to such popular departments as medi-
cine, dentistry, and Chinese medicine, however, the required period will remain
eight years in order to maintain consistency with the Regulations Regarding
Study and Counseling Assistance for Overseas Chinese Students in Taiwan.

The Ministry of Education indicates that the present relaxation is being
undertaken in line with the trend toward the internationalization of higher educa-
tion and for the purpose of encouraging more interchange with the Hong Kong-
Macao area by strengthening the willingness of students from there to study in
Taiwan. The MOE emphasizes that the admission of Hong Kong-Macao students
to Taiwanese universities and grad schools will not be limited by the normal quo-
tas. This will allow the fuller use of domestic educational resources, without
affecting the educational rights of Taiwanese residents. For more information,

please visit http://epaper.edu.tw/news/960815/960815¢.htm.
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Securities Business Opened to Futures Companies

The Financial Supervisory Commission has followed up its opening of
futures dealing to securities firms by approving a draft revision of the Standards
Governing the Establishment of Securities Firms to allow futures companies to
engage in securities dealing. The aim of this relaxation is to heighten institutional
participation in, and enhance the stability of, Taiwan's securities market, as well
as to give financial-market clients more options for financial management.

Futures firms wanting to engage in securities brokerage and/or proprietary
securities trading will only need to have CPA-certified financial reports showing
no accumulated losses in the latest period, total liabilities minus futures trader
equity of not more than proprietor equity, total liquid liabilities of not more than
total liquid assets, and no warning from the FSC during the most recent three
months. Securities underwriting, however, will not be opened to futures compa-
nies at this time.

The Taiwan branches of foreign futures companies may also apply to oper-
ate a securities business under the same conditions that foreign financial institu-
tions are allowed to operate a securities business in Taiwan. The new rules
require futures companies that also engage in the securities business to erect a
firewall mechanism by setting up an exclusive independent unit to handle securi-
ties dealing.

To accommodate the new relaxation and address the need for personnel to
handle both futures and securities businesses, the FSC has also passed a draft
revision of Article 4 of the Regulations Governing Responsible Persons and
Associated Persons of Securities Firms to allow the personnel of futures compa-
nies that also engage in the securities business to handle commissioned and pro-
prietary dealing in both futures and securities, so long as they are qualified for
both, and internal auditors to handle internal auditing of both securities and
futures businesses at the same time, so long as they are qualified for both. The

managers of units dealing in commissioned or proprietary dealing in securities
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may concurrently serve as managers of such units dealing in futures, so long as
they possess qualification as high-level business personnel. For further informa-
tion, please consult http://www.fscey.gov.tw/news_detail2.aspx?icuitem=
3101747.

Big Tax Reduction for Stock Borrowing and Lending

To comply with the government's policy of "promoting good practices and
eliminating bad ones," and to respond to the concerns of foreign chambers of
commerce about the taxation of stock borrowing and lending (SBL) transactions,
the Ministry of Finance issued an interpretation on Aug. 20 stating that from that
day onward, compensation derived from SBL transactions would be taxed on the
principle of actual earnings, with income tax being levied on the lender and with
compensation from securities being booked at face value as stock dividends. This
greatly lightens the SBL tax burden on foreign investors, domestic institutions,
and natural persons.

In the past, SBL transactions were taxed in two stages. If the stock dividend
income due the lender was collected by the borrower, then the borrower would
have to pay a tax on dividend income; and later on, whether the borrower
returned the borrowed shares to the lender or paid their equivalent value in cash,
the matter was viewed as a compensation fee paid to the lender and a tax would
be levied on the lender. The result was double taxation on a single transaction.

The Ministry of Finance explains that since dividends received by the bor-
rower are returned to the lender, they need not be considered as the borrower's
taxable income. The compensation received by the lender that is in the form of
cash or the face value of stocks is considered dividend income. The part that
exceeds the face value as calculated on the basis of the ex-dividend reference
value is viewed as income from the sale of stocks and should be treated as basic
income.

When borrowed stocks are sold prior to the ex-dividend date, the interest
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will be received by a third party, so the compensation paid by the borrower to the
lender is not considered dividends distributed by the issuing company and thus is
not dividend income. Borrowed stocks that are sold by the borrower can be con-
sidered as being sold on behalf of the lender, so compensation paid to the lender
is considered in its entirety as income from the sale of stocks and listed as basic
income.

For further information, please consult this website:http://gazette.nat.
gov.tw/EG_FileManager/eguploadpub/eg013158/ch04/type2/gov30/num4/Eg.htm.

Imports Liberalized for 48 Items of Mainland Chinese Goods

The Bureau of Foreign Trade (BOFT; a unit of the Ministry of Economic
Affairs) has given preliminary approval for the import from mainland China of
33 additional commodities, including corn gluten, corn germ cake, and garments,
and has agreed to extend the period for the import of 15 steel products. This
relaxation will be implemented once it is approved by the MOEA. It will bring
the number of items that may be imported from the mainland to 8,710 (79.73%
of all goods), of which 7,298 items are industrial products and 1,412 are agricul-
tural products.

In addition, the period of import for the 15 steel products will be extended
for six months, to Mar. 31 next year (calculated by the date of arrival of the
transporting ship or aircraft). This will help boost the supply of steel products in
Taiwan. When the period expires, the need for a further extension will be
reviewed.

For mainland Chinese products that are not among the permitted imports
into Taiwan, the BOFT points out, local companies can propose to the Ministry
of Economic Affairs that they be added to the list so long as they conform to the
stipulations of Article 8, Paragraph 1 of the Regulations Governing Permission
for Trade Between the Taiwan Area and the Mainland Area, and do not pose a

threat to the security of Taiwan. The ministry calls a meeting every two months
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to review such proposals, and carries out an overall review of the entire list once
every six months with the aim of expanding the list of permitted imports.

For more information, please consult http://ekm92.trade.gov.tw/
BOFT/web/report_detail.jsp?data_base id=DB009&category id=CAT525&repo
rt id=136759.

CEPD Sets Scope of Tax Preference Application for Foreign
Professionals

The Council for Economic Planning and Development (CEPD) has com-
pleted drafting the "Scope of Application of Tax Preferences for Foreign
Professionals," a measure designed to attract more foreign professionals to work
in Taiwan. Under the draft, the preferences will be made available in accordance
with Article 46, Paragraph 1, Subparagraphs 1 and 2, as well as other relevant
regulations, and will include those employed by profit-seeking enterprises in the
following 18 professions: 1. civil engineering and construction; 2. transportation;
3. tax and financial services; 4. real estate brokerage; 5. immigration services; 6.
lawyers; 7. engineers and technicians; 8. medicine and health care; 9. environ-
mental protection; 10. cultural, sports, and leisure services; 11. academic
research; 12. veterinarians; 13. manufacturing; 14. distribution services; 15.
ranking executives of foreign-invested enterprises; 16. management, design,
planning, or consulting in regard to professional, scientific, or technical services;
17. cooks; and 18. other jobs designated by the Council of Labor Affairs in con-
sultation with the central-government competent authority for the industry con-
cerned.

Professionals who enjoy these preferences must reside in Taiwan for at least
183 days in the tax year, and have a monthly salary of NT$100,000 or more. In
consideration of the special needs involved in recruiting foreign professionals,
however, application may be made to the Ministry of Finance for exemption

from the NT$100,000 minimum monthly salary requirement. Professionals hold-
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ing dual nationality will not be eligible for tax preferences under this program.
According to the CEPD, these tax preferences apply to expenses incurred
by profit-seeking enterprises in hiring foreign professionals. Round-trip travel
expenses for the hiree and his or her dependents, travel expenses for home leave,
moving expenses, utilities fees, cleaning fees, telephone fees, rental costs, cost of
renovating rented premises, and education expenses for dependent children may
be listed as company expenses and will not be considered taxable income of the
hiree. The Ministry of Finance will designate determination of eligibility for the
preferences to local tax offices. These preferences will be implemented following

approval by the Executive Yuan.

Government Diversifies Withdrawal Mechanism for Agricultural
Credit Departments

The Executive Yuan has completed its review of a partial Agricultural
Finance Law revision designed to strengthen the operation of agricultural finan-
cial institutions by providing for the transfer of failing credit departments of
farmers' and fishermen's associations to other such associations or the
Agricultural Bank. Once the revision is passed, it will facilitate the disposition of
problem credit departments.

The Council of Agriculture (COA) explains that when a credit department's
accumulated losses exceed one-third of its net worth in the final budget account-
ing for the previous year, or its non-performing loan ratio tops 15%, and guid-
ance by the competent authority proves to be of no avail; or when the credit
department is unable to pay its debts or there is concern that the rights of its
depositors might be harmed because of a significant deterioration in its financial
situation, disposition provided under current law is limited to merger between
farmers' associations or between fishermen's associations. Such mergers are
sometimes difficult to achieve, however, because they involve the operating

rights of the associations.
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The revision provides a pragmatic and diversified disposition mechanism
by maintaining the original merger mechanism and adding a provision that
authorizes the competent authority of the central government to order farmers'
and fishermen's associations to split off their credit departments and transfer
them to other associations or to the national Bank of Agriculture. Furthermore,

since the credit departments or Bank of Agriculture that are merging or taking

over failing credit departments are doing so in line with government policy, such
mergers and takeovers are exempt from registration fees, stamp taxes, contract
taxes, and securities transaction taxes arising from the merger or takeover. The
revision bill will be sent to the Legislative Yuan for deliberation after it is

approved by the Executive Yuan.

Executive Yuan Names 82 Priority Bills

The Executive Yuan has submitted 82 bills for priority deliberation during
the next session of the Legislative Yuan. In addition to the budget bill, these
include a draft Rural Reconstruction Act, Digital Content Industry Development
Act, revision of Article 34 of the Land Tax Law to provide for "one life, one
home," and a revision of Article 41 of the Equalization of Land Rights Act.

The largest number of the priority bills—14 of them--are concerned with
social security and welfare, followed by financial reform with 10. Premier Chang
Chun-hsiung has instructed the different ministries and commissions to strength-
en their communication with legislative caucuses and urge the completion of the
legislative process for these bills as quickly as possible.

For more information on the priority bills, please visit this website:
http://www.ey.gov.tw/public/Attachment/78311559571.doc.

Relaxation Allows Development of Regional Maintenance
Centers

A new relaxation of rules governing free trade zones will help FTZ compa-
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nies develop their operating models further and make use of FTZ synergies more
fully. The provision in Article 6-2 of the Regulations Governing Customs
Clearance for Goods in Free Ports has been revised to expand the scope of non-
taxable goods shipped to tax-liable or bonded areas for repair, inspection, or test-
ing from old products shipped for maintenance to include new parts needed for
repair work. This relaxation will help domestic and foreign companies with their
operations in Taiwan, and will provide them with inspection, testing, and mainte-
nance services.

Under Article 6-2 of the Regulations, FTZ enterprises may apply to the cus-
toms office in their area, submitting the required documents, to ship non-taxable
goods to tax-liable or bonded areas for the operations noted above. The original
rules limit the scope of such "non-taxable goods" to old products shipped for
maintenance. Under the new relaxation, which was worked out by the FTZ
Coordinating Committee in consultation with the Finance Ministry's Directorate
General of Customs and was approved by the Finance Ministry, the scope of
application is extended to include non-taxable new parts needed for repair. This
is considered a major breakthrough in FTZ customs operations.

A producer of semiconductor manufacturing equipment has already moved
into the Taoyuan Air Cargo Park FTZ with the aim of setting up an Asia-Pacific
regional maintenance center and providing semiconductor equipment testing and
maintenance services there. The FTZ Coordinating Committee notes that the cur-
rent relaxation will greatly enhance the operating flexibility of FTZ enterprise
and strengthen the supply-chain linkage between FTZ logistics enterprises and
outside manufacturers, not only stimulating the development of linked domestic
industries but also facilitating the expansion of corporate operating models and
their establishment of global or regional maintenance bases in Taiwan.

For further information, please visit http://www.cepd.gov.tw/stylel/
stylel sec2.jsp?businessID=4249&linkID=194&parentLinkID=0&gosec2=y. s
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Taiwan Economic Statistics has moved home!
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In order to provide readers with a faster and more convenient service, from this
issue on, Taiwan Economic Statistics will be provided as an electronic version instead
of in print. You can directly browse and download whatever statistics you need by
the following steps:

Step 1: Please go to the CEPD's website at
http://www.cepd.gov.tw and click on the
English version.

Step 2: Click the icon "Statistics" in the left col-
umn.

Step 3: Click the icon "Taiwan Economic
Statistics" in the right column.

Step 4: Download the "Taiwan Economic
Statistics" in PDF format.
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