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: Updated White Paper on Corporate Governance

In Asia
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(EPBHEAT A fEEERl 3R f2e)
Our comments: Shareholders of an institutional investor
may have conflict of interests with the companies it
invests. Therefore, we suggest a bit modification on the
words of the priority as “Shareholder engagement should
be encouraged and facilitated, in particular by institutional
investors who do not have conflict of interests with the
companies”.+ & ﬁﬁﬁﬁ: FAGrE )RR 7 e
”Lr%;»p i?j”“f FFR O FIMERYIAF LA ED
FPEJIE R ZPBERFT A -

11
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(MY EELTo- S fFRF- RAPEEFE
I )
Our comments: Unlike general private entities, state-owned
enterprises shoulder the responsibility to develop industries
in accordance with public policies and to pursue public
interests. Therefore, the governance on state-owned
enterprises is subject to individual country’s public policies
and expectation on those enterprises.  Since the issue is
controversial, we suggest not putting it on the priority for
the time being.

B ¥ FECOE)E frciF B p2Abe 0 F » &2 &
AR EFZ 02 AR E LR SOE 2 /n2 K 6 v AE
= E B F A7 5| L Aren iR A 5E (prority) |
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We would like to update our current development: A new
amendment of Article 198 of the Company Act has been
submitted to the Legislation Yuan for review, the new
amendment will make aggregated voting to be mandatory
for all companies.

B o 198 iE R 2 ERi e E u,#tuf 2
FAMKEH - BR2RpHAD N2 FRGRY
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We would like to update our current development: Chinese
Taipei enacted norms, permitting shareholders class-action

! Article 28 of Securities Investor and Futures Trader Protection Act: For protection of the public
interest, within the scope of this Act and its articles of incorporation, the protection institution may
submit a matter to arbitration or institute an action in its own name with respect to a securities or
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lawsuits. Till end of 2010, the protection institution
organization has been mandated by more than 90,000
investors over 136 class-action lawsuits, suing for recovery
of damage with US$1.3 billion.
blde s ¢ Fof e sm MRS (BERFT A2
PAEEZS 280% ) BT A FRABMrm o £ 1
99 & 12 % mik » PP e R 1P 136 i WA TS
0 RPN OF S RRT A& BT RN EHEATE
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We would like to update our current development: The FSC
amended the "Regulations Governing Information to be
Published in Annual Reports of Public Companies™ and the
"Regulations Governing Information to be Published in
Public Offering and Issuance Prospectuses” in 2008 and
2009 to introduce a form of conditional disclosure,
requiring public companies that qualify one of following
conditions shall disclose remuneration paid to individual
board members and supervisors in annual reports and
prospectuses:

(1) A company that has had consecutive after-tax deficits in
the most recent two fiscal years shall disclose the
remuneration paid to individual directors and supervisors.
(2) A company that has had an insufficient director
shareholding percentage for three consecutive months or
longer during the most recent fiscal year shall disclose the
remuneration of individual directors; one that has had an
insufficient supervisor shareholding percentage for three
consecutive months or more during the most recent fiscal
year shall disclose the remuneration of individual
supervisors.

(3) A company that has had an average ratio of share
pledging by directors or supervisors in excess of 50% in
any three months during the most recent fiscal year shall
disclose the remuneration paid to each individual director

futures matter arising from a single cause that is injurious to multiple securities investors or futures
traders, after having been so empowered by not less than 20 securities investors or futures traders. The
securities investors or futures traders may withdraw the empowerment to submit a matter to arbitration
or institute an action prior to the conclusion of oral arguments or examination of witnesses and shall
provide notice to the arbitral tribunal or court.
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supervisor having a ratio of pledged shares in excess of
50% for each such month.
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We would like to modify the words as: Developments in
Chinese Taipei require foreign holders of local companies
to disclose beneficial ownership when necessary. * ¢ 7
W& P R R F ?ju 0

30 |97 (AL iF2 2R —FE2H &)

We would like to update our current development: Chinese
Taipei enacted the Securities Investor and Futures Trader
Protection Act. When a civil dispute occurs between a
securities investor or a futures trader and an issuer, a
securities firm, a securities service enterprise, a futures
commission merchant, the Stock Exchange, the GreTai
Securities Market, a clearing institution or another
interested party, where the dispute arises out of offerings,
iIssuance, trading, futures transactions, or other
securities-related matters, the securities investor or futures
trader may apply to the protection institution for
mediation(Article 22). A mediation ratified by a court shall
have the same force and effect as a final and unappealable
civil judgment.(Article 26)
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We would like to add our example into the text: Derivative
suits have been introduced in a number of jurisdictions,
including Malaysia, Thailand, Chinese Taipei, India and
China._For example, Chinese Taipei enacted norms?,
permitting the protection institution organization file
derivative suits. Till end of 2010, the protection institution
organization has been mandated over 8 derivative suits,
suing for recovery of damage with US$64.43 million.
blde s @ FL e TR AR (BERFAEH R
PAGEES 10152 1) BEEY ERARL AL
P o 3 99 & 12 7 Kb o iR e Bt
R ARk, S REAFITATE R 10 e o
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We would like to modify the words as following: Chinese
Taipei requires listed companies to disclose quarterly
reports reviewed by a certified public accountant within
one month after the end of the first and third quarters, with
the audited annual report due four months after the
year-end. Moreover, the deadline of annual report has
been shortened to three months in 2010, and it will be
enforced from 2012.

TR P ERMIMEEL 22 Y HRTL Y F 0 ER
H A T A2 32010 £ 0 Hes 3
A 2012 £4=F 25 o

55 223 | (MAAR#ELES 146 FRE-FEHF )

2 Article 10-1: When the protection institution carries out matters under paragraph 1 of the preceding
article and discovers conduct by a director or supervisor of an exchange-listed or OTC-listed company
in the course of performing his or her duties that is materially injurious to the company or is in
violation of laws, regulations, and/or provisions of the company's articles of incorporation, it may
handle the matter in accordance with the following provisions:

1. The protection institution may request the supervisors of the company to institute an action against
the director on behalf of the company, or may request the board of directors of the company to institute
an action against the supervisor on behalf of the company. If the supervisors or the board of directors
fail to institute an action within 30 days after receiving the request made by the protection institution,
then the protection institution may institute the action on behalf of the company without regard to the
restrictions of Article 214 of the Company Act or Article 227 of the Company Act as applied mutatis
mutandis through Article 214. The protection institution's request shall be made through a written
instrument.

2. The protection institution may institute a lawsuit in court for an order dismissing the given director
or supervisor, without regard to the restrictions of Article 200 of the Company Act or of Article 227 of
the Company Act applied mutatis mutandis through Article 200.
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We would like to update our current development: On 24
November 2010, Chinese Taipei promulgated Article 14-6
of the Securities & Exchange Act. According to the new
rule, all listed companies shall establish a remuneration
committee.
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(WL HIZTEFFEB 2 R -FXFFE)
We would like to update our current development: Chinese
Taipei requires directors and supervisors to receive training
continuously. Specifically, under rule of Taiwan Stock
Exchange Corporation and GreTai Securities Market,
newly elected directors and supervisors of listed company
are suggested to receive at least 12 hours training courses;
experienced directors and supervisor are suggested to
receive at least 3 hours training courses. All the
information related to directors and supervisor’s trainings
shall be disclosed to public through annual report,
prospectuses and MOPS (http://newmopsov.twse.com.tw/).
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(B2 Ac2 AREFA ML A LBEF (7 2)
We would like to update our current development: Chinese
Taipei has no restriction on the number of positions that an
individual director or a supervisor holds concurrently
except independent director. According to article 4 of
“Regulations Governing Appointment of Independent
Directors and Compliance Matters for Public Companies”,
no independent director of a public company may
concurrently serve as an independent director of more than
three other public companies.
ﬂ@%&i%i“%*%iﬁﬁ%‘%Eiﬁiiﬁ
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We would like to update our current development: The
Atrticle 14-4 of Securities & Exchange Act expressly
provides that a public company must establish either an
audit committee or a supervisor. If a company chooses to
establish an audit committee in lieu of a supervisor, the
audit committee shall be composed of the entire number of
independent directors. The member of audit committee
shall not be fewer than three persons in number, one of
whom shall be committee convenor, and at least one of
whom shall have accounting or financial expertise.
HREy AiFz Ap T oBRF AT RE-
TRENERL e TERXREFTLA ¢
@ﬂ EX 19 Rl AR

37
®

®
J =

mm

67

281

(M2 R MIE 202 “‘lﬁﬁ— FEE AR A LK IEE
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We would like to update our current development: We
would like to update our current development: A new
amendment of Article 198 of the Company Act has been
submitted to the Legislation Yuan for review, the new
amendment will make aggregated voting to be mandatory
for all companies.

o P % 198 1E AT T 2 ERd 3eE u#ﬂf - &
BFARKEA - B 2Fpnyii2Zgike o
Chinese Taipei enacted the Securities Investor and Futures
Trader Protection Act. When a director or supervisor of an
exchange-listed or OTC-listed company in the course of
performing his or her duties that is materially injurious to
the company or is in violation of laws, regulations, and/or
provisions of the company's articles of incorporation, the
protection institution organization may request the
supervisors of the company to institute an action against
the director on behalf of the company, or may request the
board of directors of the company to institute an action
against the supervisor on behalf of the company. If the
supervisors or the board of directors fail to institute an
action, then the protection institution may institute the
action on behalf of the company. Protection institution may
Institute a lawsuit in court for an order dismissing the given
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director or supervisor.(Article 10-1)
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A. Shareholders' Rights and the Equitable Treatment of Shareholders

Developments 3 & Impediments FE.% Recommendation 12

R1: Legislators and securities and exchange regulators should promote effective shareholder
participation in shareholder meetings. In particular, rules on proxy and in absentia voting should be
liberalised, and the integrity of the voting process should be strengthened. (#85) > i -%]"' BEX2 8
FE2ZAFPBMBZRR AL G LR RAE c FU IR THWLLT 2 LR
2R Mgk lERL AR

AL gkl L g E Y AP -ﬁﬁ%ﬁﬁ*‘ié
1EFRE2TAR o S PR R S
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BlERLEROT ATRE | BERSTOIHRE

2 15 BT LR 2

R2: The state should exercise its rights as a shareholder actively and in the best interests of the

company. #93) R FMEHL 5 B - &> FiEF X 5 27 2R G JIZRFHE -

DF IR E TR FHE | T AR LR LR P R F
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B RE L 2 2 5 o .
Sk EfEA LAY | R EFTAAP 2 24| SRR P M A
’ TEELF FER
J& 4 ;‘@Ji}ﬁ-ﬁ 12 s
LA

R3: Governments should intensify their efforts to improve financial-institution regulation, supervision

and corporate governance (#100) F’I)ﬁ—%‘éi deip Y4 rUitie & ﬁ’w’]‘#fﬁ%# L5 ’E’-‘:’:’ R
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R4: Asian jurisdictions should develop or enhance rules that prohibit officers, directors, controlling
shareholders and other insiders from taking business opportunities that might otherwise be available to
the company. At a minimum, prior to taking such an opportunity, such persons should disclose to, and
receive approval from, the company’s board or shareholder meeting. (#106) Iy ' % ¥+ % B #%
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RS: Asian legal frameworks should employ effective measures — particularly ownership attribution
rules — to improve identification of beneficial owners. Improved identification will also require better
international co-operation among regulators. (#112) Iy rn,é fi# ﬁ.)ﬁ—;:bk :P— w— A H A
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R6: Asian policy-makers should consider prohibiting listed companies from engaging in certain types of
related-party transactions, such as personal loans to directors and officers, as well as controlling
shareholders and other insiders. (#117) Iy ' &g 3 413 ‘=‘1‘—“*’ BEIRELIH PRI RET
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R7: Individual (or at least aggregate) director- and senior-executive-compensation arrangements should

be fully and accurately disclosed. Accounting for executive compensation should reflect the economic
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impact of the compensation on the income statement and balance sheet, as well as the fact such
compensation is incurred for the performance of services. (#118) H p! I =2 £ ;‘L)fi . ?: ‘i;‘éﬁ
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R8: Asian legal systems should continue to improve regulatory and judicial enforcement capacity and
even-handedness. (#135) Ty M2 2 I B BiHFEF e s B’I% 2 FE2Z a0
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R9: Local law should permit shareholders to initiate class-action or derivative suits against directors
and other fiduciaries of the company for breach of fiduciary duty, for failure to comply with disclosure
requirements or for securities fraud. Mechanisms to discourage excessive or frivolous litigation should
not prevent or frustrate collective action by shareholders with meritorious claims. (#139) ‘$ i AR
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B. The Role of Stakeholders in Corporate Governance

Developments 3 & Impediments 27§ Recommendation &

R10: Company, commercial and insolvency laws and the judicial system should help creditors enforce

their claims in an equitable manner, in accordance with principles of effective insolvency and creditor

rights systems. (#158) P2 M A BB EXFZ ~FEBZEBRAZR ) RIpF %2 BAFEF
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R11: Companies should develop policies and procedures that promote awareness and observance of
stakeholders’ rights. To this end, governments should also introduce protections against retaliation for
employees who report problems and abuses (i.e. “whistleblowers”). (#164) = & B4|ivic R & H
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R12: To preserve and promote reputational goodwill, directors (and policy-makers) should not only take
into account the interests of stakeholders but communicate to the public how these interests are being
taken into account. (#169) % T MEH IR A X P AF R 2P hEF (AR )7 LW A
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R13: Companies should establish internal redress procedures for employees’ rights. Governments and
private-sector bodies should also promote the use of mediation and arbitration in providing redress.
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R14: The public and private sectors should continue to develop performance-enhancing mechanisms
that encourage active co-operation between companies and employees. (#176) = $+¥8 F® % K& B
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C. Disclosure and Transparency
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R15: Asian Roundtable countries should work towards full convergence with international standards
and practices for accounting, audit and non-financial disclosure. Where, for the time being, full
convergence is not possible, divergences from international standards and practices (and the reasons for
these divergences) should be disclosed by standards setters; company financial statements should repeat
or reference these disclosures where relevant. (#202) Ir V[l & Fl & #%E 2 W7o Bir i & s
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R16: All Asian countries should continue to strengthen regulatory institutions that: (i) establish high
standards for disclosure and transparency; (ii) have the capacity, authority and integrity to enforce
these standards actively and even-handedly; and (iii) oversee the effectiveness of self-regulatory
organisations. (#208) #7} ehf M R R BIFF 4R H iﬁaf'ﬁ;'])i Mi(l) Fafimge
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R17: Securities regulators, stock exchanges, self-regulatory organisations and investor groups should
continue to educate companies and the public regarding the value and uses of full, accurate and timely
disclosure of material information. Asian regimes and all stakeholders within them should strive for a
corporate culture in which managers and directors internalize the need for good disclosure practices.
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R18: To promote free and vigorous investigation and reporting by news organisations, local defamation

39




Developments & B Impediments 27 Recommendation 2

and libel laws should be narrowly tailored. (#219) 7 EEFTH 4FE p o ﬁ’h‘_i’" FAC B
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R19: Managers and insiders (including directors and substantial shareholders) should have obligations
to disclose structures that give insiders control disproportionate to their equity ownership. Similar
disclosure obligations should apply to material self-dealing/related-party transactions. (#223) 3% 4
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R20: All Asian jurisdictions should strive to develop disclosure regimes in which companies disclose

material information on a continuous, timely and equitable basis. (#227) T £ ¥ %IORR 4 F
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R21: Regulators should explore the opportunities created by new technologies to enhance the fairness
and efficiency of the disclosure process, including submission and dissemination of financial and
non-financial information by electronic means. (#234) F# % 1 B I8 M AR 4 ¥ & £4]* i
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R22: Companies should be encouraged to disclose information that goes beyond the requirements of law
or regulation. Where stock exchanges require listed companies to comply with corporate-governance
practices or codes, annual reports should state whether or not the company (and its management) have
complied and, if not, the extent of, and reasons for, noncompliance.(#236) )%itﬁ" SPHmBIELR
Fra ek 2 ’Cq o rgvﬁakq 2 or R Kk H ;}é‘%;ﬁ'—“«' 2.\5-;‘;;;“_"}? ) & F]?,l » FAF R R
Fﬁdpa'\ﬂ(lll.ﬁéﬂ‘k){?’ﬁﬁ; ﬁf”ﬂ'“%p’bpqzlﬁj’ﬁ)i gaEd o

DRIRESLEFELE SLIE i S E - ORI P IR 2
VRIS RS 8 ﬂ

By wE R{FEw? %4
2 4hi
BN 2 RE 2

40




Developments & B Impediments 27 Recommendation 2

TR

R23: Securities commissions, stock exchanges and professional organisations should exercise oversight
and enforcement of standards for accounting, audit, and non-financial disclosure. These bodies should
have authority to impose appropriate sanctions for non-compliance. (#238) ﬁ’? € ~EXLE o
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R24: International accounting and auditing firms should apply the same high professional and ethical
standards across different markets. (#242) B]"%® S PEZVIBRTRELA R FEFTRE
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R25: Governments in each country should adopt measures to ensure the independence of standards
setters and the transparency of their activities. (#249) % ] B’I}ﬁ-@;:ﬁé * g ¥ *ﬁ 1R R 08 )
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D. Responsibilities of the Board

Developments 3 & Impediments 27§ Recommendation &

R26: Efforts by private-sector institutes, organisations and associations to train directors should be
encouraged. Such training should focus on both discharge of fiduciary duties and value-enhancing
board activities. International technical-assistance organisations should facilitate these efforts as
appropriate. (#275) ¥+ 4 #ﬁ'_ > .3_9_%‘3-?:']“-1 €7 MEEIHE e 4 A ﬁﬁ"’ o igtkeh
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R27: Voluntary or “comply or explain” codes of conduct for directors should be developed and

disseminated by private-sector organisations, with appropriate support from international

technical-assistance providers. (#283) f+ 4 g%\ T35 18 B R SR B0 3 i:}'——?]’ 2EFAEF
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R28: Attribution rules should impose fiduciary duties and liabilities on “shadow” directors as a way to

discourage their existence. (#290) EF‘?‘ RFERLREBEFELFENBIET NP
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R29: Sanctions for violations of fiduciary duty should be sufficiently severe and likely to deter

wrongdoing. (#294) £ F LR EDBTHI R ZEREEE A UkEA R F 5 o
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R30: Boards should put in place procedures that will regularize and professionalize the performance of
board functions and clarify decision-making. Such procedures should include evaluation of individual
director performance based on criteria established at the beginning of the evaluation period. (#301) 3
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R31: Directors should enjoy direct access to company employees and to professionals advising the
company in accordance with procedures established by the board or its committees. (#308) gF¥x Tk
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R32: Boards should be of a size that permits effective deliberation and collaboration and have adequate
resources to perform their work. Directors should devote sufficient time and energy to their duties.
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R33: Asian countries should continue to refine the norms and practices of “independent” directors.
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R34: Independent directors should control matters likely to involve conflicts of interest. Committees are
a common mechanism for delegating such control. (#322) Jb* E¥R ’3 EHE T ‘f'] PR
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R3S5: The process of electing directors should facilitate a board that represents the interests of all

shareholders. The process for achieving such representation may include, inter alia, the ability of
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shareholders to requisition a vote for directors by way of cumulative voting. Where cumulative voting

has been selected as the method for electing directors, staggered board terms, and other mechanisms

that frustrate cumulative voting, should be prohibited. (#328) E (X & % eFf8 5 B Az > - B
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R36: Local law should give directors power to obtain accurate, relevant and timely information from

the company. (#336) ¥ ¥ % R i—in #Bp 2T AT *E‘M-ﬁ'q’ﬁﬁfﬁ?ﬂ °
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