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Executive Yuan approves establishment of fundraising
platform for small innovative enterprises

On September 5 the Executive Yuan approved a Financial Supervisory
Commission (FSC) plan to establish a Go Incubation Board for Startup
and Acceleration Firms (GISA), which is expected to go into operation on
January 1 next year. Premier Jiang Yi-huah notes that the establishment of
GISA will not only diversify the capital market but also stimulate the injection
of new vitality into the economy and the creation of new jobs by innovative
enterprises. The Premier instructed the FSC to implement the plan vigorously
and asked the Ministry of Economic Affairs, Ministry of Culture, and other
ministries and commissions to cooperate in helping promote the development
of innovative micro-enterprise in Taiwan.

The main function of GISA as planned by the FSC will be to provide
an assistance and funding mechanism for the startup of non-public
microenterprises with innovative and creative ideas. The FSC points out
that Taiwanese companies limited by shares that have innovative and
developmental potential, or their preparatory offices, may, after review by
the GreTai Securities Market, be registered on GISA so long as they have a
capitalization of no more than NT$50 million and are willing to accept help
from a joint assistance mechanism that combines different governmental
resources.

When GISA companies carry out a capital increase through the issuance
of shares, the FSC explains, they should raise their capital on GISA in regard
to shares that have been reserved for purchase by employees and original
shareholders in accordance with Article 267 of the Company Act, but have not
yet been purchased. The cumulative increase in capital within the past year
may not exceed NT$15 million.

To protect the interests of investors, the maximum cumulative amount that
any single ordinary small investor may invest in all GISA companies within the



past year may not exceed NT$60,000. This limit does not apply to professional
investors.

The FSC points out that companies registered on GISA need not carry out
a public issuance of shares, which will save them the costs involved in legal
compliance with such issuance. Companies under assistance that raise funds
on GISA and win the confidence of the investing public may formally register
as a GISA company after completing fund-raising.

The FSC estimates that with the establishment of GISA, 70 innovative
micro-enterprises will register in 2014 and raise an estimated total of NT$210
million.

Premier Jiang notes that Taiwan must increase the value of its industrial
innovation if it is to strengthen the competitiveness of its economy, and that
GISA will help by providing a good startup fundraising platform for innovative
micro-enterprises. Further, he goes on to say, the establishment of a public
joint assistance mechanism will provide a full range of services to help
enterprises grow and prosper.

Deregulation Progress

FSC institutes measures to revitalize Taiwan's stock
market

The Financial Supervisory Commission (FSC) has announced three new
measures to revitalize Taiwan's stock market: the institution of buy/sell same-
day trading by investors, the expansion of margin trading and short selling
at prices below their previous day's close, and the granting of temporary
permission for securities dealers to buy and sell securities at trading halts due
to price limits.

The FSC explains that the main goal of these three measures is to boost
momentum in the stock market by improving the stock trading mechanism and
providing investors with more channels for hedging risk. The Taiwan Securities
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Association estimates that the measures will stimulate a 10% increase in
trading volume on the Taiwan Stock Exchange.

In regard to day trading, which is the object of close attention by the
market, the FSC reports that in the first stage such trading will be opened
up for 200 constituent stocks of the Taiwan 50 Index, Taiwan Mid-Cap 100
Index, and GreTai 50 Index. Constituent stocks for which the trading method
is altered or for which disposal has been announced, however, will not be
included in such trading. This measure is expected to be initiated on January 6
next year.

The FSC plans to evaluate the results of the measure and its effect on
trading risk once it is instituted, and then decide whether or not to expand the
scope of day trading.

The FSC explains that dealers engaging in such day trading should set up
quotas and carry out quota control for investors' gains or losses on day trading
after trading has closed each day. General investors engaging in day trading
will be required to fill out risk disclosure statements.

The FSC has also announced the overall opening of margin trading and
short selling of individual stocks beginning on September 23. If a stock meets
the conditions for margin trading, it will be able to be sold short at under the
closing price. If the closing price of a stock is its down limit, however, short
selling at below the closing price will be suspended for the next trading day
and will resume on the trading day following.

To increase flexibility of trading by securities dealers, the FSC has also
agreed to the temporary opening of their buying and selling of stocks at trading
limits. This kind of trading will be permitted from September 9, 2013 to March
8, 2014.

Rules relaxed for establishment of cross-strait insurance
offices

The Regulations Governing Permission of Insurance Business



Transactions and Investment Activities Between the Taiwan Area and the
Mainland Area, approved recently by the Executive Yuan, abolishes the credit-
rating requirement for mainland Chinese insurance companies establishing
representative offices or carrying out equity investment in Taiwan. The relaxed
rules will be implemented after the Legislative Yuan passes the cross-strait
trade in services agreement.

The Financial Supervisory Commission (FSC) points out that under
the original regulations governing cross-strait financial business activities,
mainland Chinese insurance enterprises setting up representative offices
or engaging in equity investment in Taiwan must have been established for
at least 20 years, have a credit rating of at least A-, and have no record of
major defects. The recent relaxation removes the credit-rating requirement
and switches qualification mainly to a review of the Chinese insurance firm's
business performance and financial health during the most recent year.

Following discussions, it was determined that the existing standards for
equity investment in Taiwan will be maintained. A single mainland Chinese
investor's investment in a Taiwanese insurance company listed on the stock
or over-the-counter market is limited to 5% of the investee's equity or, for
qualified domestic institutional investors (QDIIs), 10%. For companies that are
not listed, the ceilings are 10% and 15%, respectively.

FSC expands the use of foreign-currency collateral for
securities lending by stock brokers

To help securities brokers develop the securities lending business and
enhance the flexibility of their allocation of funds, the Financial Supervisory
Commission (FSC) has increased the total amount of foreign-currency
collateral that a stock broker can use in securities lending to 30% of the
broker's net worth. At the same time, the FSC has given permission for
brokers and banks to engage in currency swaps—that is, the swapping of
foreign currency collateral for New Taiwan Dollars for the purpose of carrying
out margin trading and short selling.
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In the past, foreign-currency collateral that a broker collected in the
lending of securities, plus the portion of foreign currency that the broker itself
needed in its securities business, together could not exceed 30% of the
broker's net worth. The FSC has agreed to a request by the Taiwan Securities
Association that quotas for the two items be considered separately, and now
each can be up to 30% of net worth.

The six large brokers in Taiwan that undertake securities lending—KGl
Securities, Yuanta Securities, Fubon Securities, SinoPac Securities, Master-
Link Securities, and Capital Securities—have a net worth totaling more than
NT$240 billion. Following the relaxation described above, the maximum total
foreign-currency position held by the six is increased from over NT$70 billion
to more than NT$140 billion. This substantially boosts their business volume.

Further, brokers can now engage in currency swaps with banks and
convert their foreign-currency collateral into NT Dollars. Four more uses of
the funds have also been added: switching for use as collateral to refinance
securities from a securities finance enterprise, in margin trading and short
selling, in the handling of securities business money lending, and in the
purchase of short-term bills. This move offers new investment momentum in
brokerage operations.

MOTC Offers Investment Opportunities Worth NT$97.7
Billion

In line with the promotion of global investment, the Ministry of
Transportation and Communications (MOTC) has offered 41 domestic tourism
and transportation projects with an estimated total value of NT$97.7 billion.
The MOTC hopes that both domestic and foreign companies will participate in
the investment.

The MOTC notes that the 41 projects include build-operate-transfer
(BOT) projects, operate-transfer (OT) projects, government-led urban renewal



projects involving the exchange of property rights, projects involving the
creation of superficies, and road construction projects. The estimated amount
of investment includes NT$56.2 billion in government funds and NT$41.5
billion from the private sector. Eleven of the projects call for private investment
of more than NT$100 million each.

MOTC agencies involved in the promotion of investment in these
projects include the Taiwan Railways Administration, Bureau of High Speed
Rail, Taiwan International Ports, Taoyuan International Airport, Taiwan Area
National Freeway Bureau, Tourism Bureau, Directorate General of Highways,
Chunghwa Post, Railway Reconstruction Bureau, and Taiwan Area National
Expressway Engineering Bureau.

Among the most important of these 41 projects are the NT$26.5 billion
Nangang Railyard Regeneration Project, NT$4 billion Kaohsiung Free Trade
Zone Land Development Project, NT$2.6 billion Hsinchu Railway Rear
Station Urban Renewal Project, and NT$2 billion Sun Moon Lake Checheng-
Xiangshan Cable Car BOT Project.

The MOTC reports that the Nangang project covers an area of 5.4
hectares and is expected to be tendered at the end of the year, with
construction to begin in June 2014. The vision of this project is to create a
“New Taipei East District” with environmentally friendly hotels, green shopping
centers, green-industry company headquarters, and green-energy housing.
The aim is to build Nangang into a “green living city.”

The MOTC points out that the Nangang Railyard Regeneration Project
will integrate neighboring land development projects and develop in a multi-
functional living, working, and shopping direction. A new business axis will be
created along Civic Boulevard, hopefully forming a new living circle for Taipei.

Investment is already being solicited for the Taoyuan, Hsinchu, and
Taichung High Speed Rail Station development projects, the Taichung Harbor
Special Zone for Port Industry Development Build-Operate Project, and the
Taichung Harbor Petrochemical Industry Area West 10~12 Pier Construction
Project. @
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