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Deregulation Progress

Easier for foreign and overseas Chinese grads to work in
Taiwan

The Council of Labor Affairs (CLA) has loosened the requirements for
overseas Chinese compatriots and foreigners who have graduated from
Taiwanese universities to stay in Taiwan and take up a job. Beginning from
June 14 of this year, Chinese compatriots and foreign students who are about
to graduate can apply to remain on the island and take up a professional or a
technical job with a starting salary of NT$37,619 or more per month without

the prior work experience of two years as stipulated by previous rules.

The CLA noted that oversea Chinese compatriots and foreigners who
have received formal education in Taiwan will have already adapted to living
on the island, hence they would undergo a shorter adjustment period as a
newly hired employee in comparison to those who have just moved to Taiwan
for work. The council added that this new measure will also boost the returns

on Taiwan's investment in education by retaining new talents.

The CLA also pointed out that the salaries of the top 20% of new
professionals averaged NT$33,700 in 2010, a figure that amounts to
NT$37,619 after taking into consideration the additional NT$3,919 average
in terms of non-regular bonus salaries. Therefore, the council has chosen
NT$37,619 as the floor salary for Chinese compatriots and foreign graduates

who seek employment in Taiwan. The program will be taking its first round



of applications from the students who have graduated from Taiwanese

universities this June.

According to Ministry of Education (MOE) statistics, the 2011 academic
year accepted 4,959 foreign students. The majority of foreign students
from Vietnam, Indonesia and Malaysia chose to enroll in business and
management, and communication courses, whereas those from India,
Europe and the United States mostly came to Taiwan to study technology
and engineering. An additional 14,045 Chinese compatriots returned from
overseas to study in Taiwan during the 2011 academic year, with the majority

traveling from Macau, Hong Kong, Indonesia and Malaysia.

As a reminder from the CLA, Chinese compatriots and foreign students
who wish to remain in Taiwan after completing their studies must first meet
the qualifications and conditions of employment, and a work visa will only be
issued after the employer submits an application to the CLA along with the

necessary documentation.

Corporations allowed to issue RMB bonds

The Financial Supervisory Commission (FSC) has moved to help
companies acquire needed renminbi (RMB) funds and boost the efficiency
of investment by offshore banking units (OBUs) by relaxing the rules to allow
Taiwanese enterprises to issue RMB bonds overseas. This includes the

issuance of "dimsum bonds" in Hong Kong.
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This continues the opening of a series of RMB businesses to OBUs. Last
year the FSC opened the RMB deposit and remittance business, and by the
end of May this year OBUs had taken 13.84 billion in RMB deposits. Allowing
domestic firms to issue RMB bonds overseas will encourage OBUs to invest in

those bonds.

Wu Tang-Chieh, vice chairperson of the FSC, notes that in the past
domestic companies were able to issue RMB bonds in Hong Kong and
other places only through subsidiaries, and that the amount of issuance was
limited by the relatively small size of the subsidiaries. In the future, publicly
listed Taiwanese companies will be able to issue RMB bonds overseas in
accordance with the Regulations Governing the Offering and Issuance of
Overseas Securities by Issuers, and to raise funds through OBUs. This will
make the raising of funds easier and more flexible for companies that need

RMB and that want to set up business locations or invest in mainland China.

The FSC reminds companies planning to issue RMB bonds to evaluate
the feasibility, necessity, and reasonableness of their fund utilization plans, and
to issue a statement to the effect that"RMB funds raised overseas will be used
for overseas operations, and that they will not be remitted back to Taiwan by
any means whatsoever." The issuers also need to submit a plan for paying off
the bonds at maturity, and the underwriter must provide an evaluation opinion

regarding the plan.



Fund managers now allowed to hold three concurrent
positions

In light of foreign practices and regulations, the Financial Supervisory
Commission (FSC) has loosened its rules to allow the same person to serve
concurrently as a securities investment trust fund manager, a discretionary
asset manager and a securities investment consulting analyst. The regulatory
move is designed to attract domestic and overseas institutional investors to
consign assets under their management to domestic investment trust and

consulting professionals.

Wu Quei-mao, secretary-general of the FSC's Securities and Futures
Bureau, noted that an investment trust consulting professional, who at the
same time is undertaking a commission to carry out asset utilization and
engaging in the discretionary asset management or investment consulting
business, must set up an internal control mechanism to assure fair treatment
of customers and to prevent conflicts of interest. When the professional
purchases stocks, for instance, he or she must handle the distribution of the
stocks on the principle of fairness when deciding whether to distribute them
first to a fund or a discretionary investment customer, or how much to assign

to the fund and how much to the discretionary account.

Secretary-general Wu stressed that the concurrent positions held by a
manager, and the relevant measures adopted to prevent conflicts of interest,
must be disclosed in investment contracts and prospectus. There should also
be a mechanism for the regular review of investment trusts and for handling

excessively large gaps in rates of return for funds and discretionary accounts.
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Current law stipulates that when the manager of a discretionary
account makes an investment, an analysis report must be drafted, a written
decision must be compiled accordingly, a record must be made at the time of
transaction and a monthly review report must be submitted. If the discretionary
account manager's customer is an institutional investor, however, the asset

utilization procedures may be jointly agreed in the investment contract.

[Discretionary investment]

The investor (one customer account) turns his or her assets
(of at least NT$5 million) over to a professional manager in an
investment company, who invests the assets in securities in
accordance with conditions, investment principles and the level
of acceptable risk as agreed by the two sides — without having to

consult the investor on every investment decision.

Warrants may be linked to Chinese securities issued
overseas

To give investors a more diverse range of investment choices and

expand the size of the domestic warrant market, the Financial Supervisory



Commission (FSC) has carried out a partial revision of the Criteria Governing
Applications for Issuance of Call (Put) Warrants by Issuers to open up the
issuance of call or put warrants linked to securities (such as N shares in the
United States, H shares in Hong Kong, and S shares in Singapore) that are
issued or managed by Chinese governments or companies in areas outside of

China.

The FSC has also moved to strengthen the supervisory mechanism
for warrants by setting up a mechanism for market withdrawal by issuers of
warrants. If, after it obtains qualification, an issuer fails to issue call or put
warrants within any oneyear period, its qualification conditions will have to be
re-examined. If an issuer fails to make the required improvements within one
year after the FSC has stopped its issuance of warrants, it also will have to

reapply for certification of qualification if it wants to issue warrants again.

At the same time, the FSC has relaxed the rules so that issuers can
increase the amount of warrants issued by following the original method of
issuance, thus allowing them to fulfill their price quotation obligations and
maintaining the reasonableness and stability of warrant prices. Warrant
issuers can increase the amount of their issuance if market conditions call for
it, not only satisfying the needs of investors but also avoiding unreasonable

prices resulting from the small amount of issuance. @
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