Important Measure September 2014
1. Restrictions Eased on Proprietary Trading of Foreign Securities and Trading of Domestic and Foreign Derivatives by Securities Firms

To expand the business scope and enhance international competitiveness of securities firms, and to cultivate domestic professionals, the FSC on 25 July 2014 amended rules governing proprietary trading of foreign securities and trading of domestic and foreign derivatives by securities firms. The main amendments included: (1) Eliminating requirements regarding the credit ratings of debt-related foreign securities for trading to be at or above the BB level ; (2) Allowing securities firms to participate in the underwriting of listing stocks on foreign centralized securities markets; (3) Allowing securities firms to engage in the trading of domestic and foreign derivatives not limited to hedging purposes; (4) Broadening the scope of underlying assets and the total trading amount in domestic and foreign derivatives trading for hedging purposes; and (5) Allowing securities firms concurrently operating futures dealer business to engage in domestic futures trading via sub-account that is separately under their proprietary trading accounts.

2. Securities Firms Allowed to Engage in Over-the-Counter Trading With Qualified Institutional Investors of RMB-Denominated Bonds Issued Overseas

To satisfy the needs of qualified institutional investors and implement the policy of developing domestic substitutes for financial sector business that otherwise flows overseas, the FSC issued an amendment on 1 August 2014, allowing securities firms to engage in over-the-counter trading of RMB-denominated bonds issued overseas with qualified institutional investors set forth in Article 4, paragraph 2 of the Financial Consumer Protection Act.

3. Futures Commission Merchants Operating Securities Introducing Broker Business Allowed to Accept Foreign Securities Trading Orders from Investors

To expand the business scope of futures commission merchants (FCMs), the FSC issued an order on 6 August 2014, broadening the range of securities trading orders that FCMs operating securities introducing broker business are allowed to accept from securities investors and deliver the orders to a securities firm for execution. 

In addition to the previously permitted transaction of accepting orders involving TWSE or GTSM listed stocks (including margin purchases and short sales), emerging stocks, and public subscriptions, such trading orders may now also involve foreign securities.

4. Qualification Requirements for Domestic Banks Eligible to Accept Deposits of Operating Bonds by Issuers or Master Agents under the Regulations Governing Offshore Structured  Products Amended 

To reduce the reliance on credit rating institutions in the financial supervisory system, the FSC has amended Article 7 of the Regulations Governing Offshore Structured Products. The amendment provides that domestic custodian banks eligible to accept deposits of operating bonds by issuers or master agents are now required to meet specific requirements set by the FSC instead of being required, as before, to achieve or exceed a certain credit rating from a credit rating agency recognized by the FSC. In tandem with the amendments, the FSC issued an order on 15 August 2014 to set out further details.

5. Securities Firms Allowed to Engage in Wealth Management Business by Means of Collective Management for Which the Principal Has Designated the Scope or Method of Use

To expand the business scope of securities firms to handle in the field of wealth management by means of trusts, the FSC on 28 August 2014 amended the Directions for the Conduct of Wealth Management Business by Securities Firms, the Regulations Governing the Conduct of Discretionary Investment Business by Securities Investment Trust Enterprises and Securities Investment Consulting Enterprises, and the Standards Governing the Establishment of Securities Investment Consulting Enterprises. The amendments provide that securities firms are now allowed to conduct wealth management business using collective management, provided that the principal has designated the scope or method of use. Besides, securities investment trust enterprises, securities investment consulting enterprises, or securities firms may now conduct trust-type discretionary investment business without obtaining prior permission from the FSC for conducting mandate-type discretionary investment business.

6. Regulations Governing the Preparation of Financial Reports by Securities Issuers Amended and Issued

To coordinate with the upcoming comprehensive adoption in 2015 of the International Financial Reporting Standards (IFRSs) 2013 version, and to examine current regulations in light of the IFRSs implementation in Taiwan so as to further enhance the transparency of financial reports while maintaining appropriate supervision, the FSC on 13 August 2014 amended the Regulations Governing the Preparation of Financial Reports by Securities Issuers.

7. Amendments to Specific Provisions of the Regulations Governing Auditing and Attestation of Financial Statements by Certified Public Accountants

To coordinate with provisions allowing CPAs to issue review opinions on the reasonableness of appraisal reports for investment properties as well as Taiwan's amendment of regulations in relation to its upgrade from the 2010 version to the 2013 version of the IFRSs beginning from  2015, and to improve the quality of financial statements prepared by TWSE and GTSM primary listed companies and foreign emerging-stock companies, the FSC on 13 August 2014 amended the Regulations Governing Auditing and Attestation of Financial Statements by Certified Public Accountants.

8. 2014 Seminars on Corporate Ethical and Social Responsibility for Listed Companies

In order to encourage enterprises to fulfill their social responsibilities and to build consensus on corporate ethical management, the FSC and the Ministry of Justice, in collaboration with the Taiwan Stock Exchange Corporation and the GreTai Securities Market, have organized 8 Seminars on Corporate Ethical Management and Social Responsibility for Listed Companies to be held in Taipei, Hsinchu, Taichung, Kaohsiung, and Tainan during the period from 18 August to 18 September 2014. Responsible persons and senior executives of listed companies and representatives from the financial sector and government funds were invited to take part in these seminars. In addition to keynote speeches, experience-sharing by 15 enterprises were also arranged. Representatives from the Ministry of Economic Affairs, the Ministry of Health and Welfare, and the Ministry of Labor participated and responded to questions raised by listed companies. It is hoped that through enterprise owners' experience sharing on their effort of committing social responsibility and ethical management and participants' exchanging of views, the concept and culture of corporate ethical management and social responsibility will be implanted and fostered.
