Important Measure November 2014
1. FSC lifts caps on margin and short trades, announces that netted margin purchases and short sales need not be counted against caps on margin and short trades, and raises maximum leverage ratio for margin trades in OTC securities.
To make the trading mechanisms of the securities market more complete, the caps for margin purchases and short sales per customer are upped to NT$80 million and NT$60 million, (but for stocks that are not index components, the respective limits are NT$40 million NT$30 million) respectively, and the caps for margin purchases and short sales of a single security are upped to NT$30 million in the case of a TWSE listed security and NT$20 million in the case of a GTSM listed security. The maximum hedging amount for a securities firm is also raised, with the cap for short sales upped to NT$120 million, and the caps for short sales of a single security upped to NT$60 million in the case of a TWSE listed security and NT$40 million in the case of a GTSM listed security. Besides, netted margin purchases and short sales need not be counted against caps on margin and short trades. In addition, the maximum margin purchase leverage ratio for a GTSM listed security has been raised from 50 percent to 60 percent. The foregoing measures will be implemented on 3rd November 2014.

2. Amendments to the Regulations Governing Establishment of Internal Control Systems by Public Companies and the Regulations Governing the Establishment of Internal Control Systems by Service Enterprises in Securities and Futures Markets with Reference to COSO's 2013 Internal Control — Integrated Framework
Pursuant to the provision of Article 45, paragraph 1 of the Securities and Exchange Act, the FSC granted approval for securities underwriters to conduct financial planning and consulting businesses, and also stipulated the scope of the businesses and relevant compliance requirements on 24 September 2014. Key points of the approval are that securities underwriters conducting financial planning and consulting businesses with respect to issuance of straight corporate bonds, financial bonds, and international bonds shall do so in a fair and reasonable manner, and that financial consulting fees collected may not be reimbursed or returned, in whatever manner or name, to any person.
3. Restrictions Eased on Market Making and Hedging Transactions by Market Making Securities Firms, in Tandem with the Deployment of the Trading Platform for Open-End Securities Investment Trust Fund 
In tandem with the deployment of the trading platform for open-end securities investment trust fund, the FSC issued Order No. Financial-Supervisory-Securities-Firms- 1030038568 on 26 September 2014, allowing securities firms conducting market making and hedging transactions as market makers on that platform. Such securities firms now are exempted from the provision of Article 31, paragraph 1 of the Regulations Governing Securities Firms, which  require a securities firm trading securities for its own account to comply with investment procedures, and the provision of Article 36-1, paragraph 2 of the same Regulations prohibiting, within 2 hours after public disclosure of a research report provided by a consulting services department of a securities firm, any trading by that securities firm of any security recommended in the research report.
4. Amendments to the Regulations Govering Equity Investments by Securities Firms in Domestic, Foreign, and Mainland Area Venture Capital Enterprises 
To facilitate securities firms’ equity investments in venture capital enterprises, the FSC issued three orders on 3 October 2014 amending requirements regarding equity investments by securities firms in domestic, foreign, and Mainland Area venture capital enterprises. Key points of the amendments include: (1) removing restrictions on the persons with whom a securities firm may jointly hold shares of the venture capital enterprise in which it makes an equity investment and on eligible investment targets, to revert to the scope of corporate governance; (2) introducing the maximum amount of equity investment in a single company by a venture capital enterprise over which the securities firm has a controlling ownership interest; and (3) reconciling the risk management requirements for equity investments by securities firms in domestic, foreign, and Mainland Area venture capital enterprises for consistency.
5. Amendments to the Regulations Governing the Offering and Issuance of Securities by Foreign Issuers, the Regulations Governing the Offering and Issuance of Securities by Securities Issuers, and the Regulations Governing the Offering and Issuance of Overseas Securities by Issuers 
The FSC issued amendments to the above Regulations on 24 October 2014. Key points of the amendments include: (1) to ensure both consistency and administrative efficiency in the review of initial public issuance of stocks or cash capital increase cases before initial listing of stocks on the Taiwan Stock Exchange Corporation (or GreTai Securities Market), delegating the TWSE and the GTSM to handle such cases filed by domestic and foreign issuers; (2) to strengthen legal compliance by foreign issuers, adopting provisions requiring that TWSE (or GTSM) primary listed companies conducting offering and issuance to the public shall, in the fiscal year when the offering is completed and the following 2 fiscal years, engage securities underwriters to assist them in complying with ROC securities laws and regulations; and (3) allowing domestic TWSE (or GTSM) listed companies to file, within 10 percent of their total outstanding shares, for registration to sponsor, within a maximum total amount, an issuance of non-funding depository receipts to be traded on over-the-counter markets overseas.
6. Scope of Effective Registration System Applicable to Securities Investment Trust Funds Broadened and Restrictions on Follow-On Offerings of Funds Eased 
To accelerate the review process of funds so that securities investment trust enterprises can better manage their timing for issuance of funds, the FSC issued on 21 October 2014 amendments to the Regulations Governing the Public Offering of Securities Investment Trust Funds by Securities Investment Trust Enterprises. Key points of the amendments include: streamlining review procedures for securities investment trust funds, easing restrictions on follow-on offerings of funds, and the introduction of exceptions to the requirement that public offerings of funds be subject to the application approval system.
7. Amendments to Provisions Regarding the Establishment of Legal Compliance Units by Futures Commission Merchants 
To enhance legal compliance by futures commission merchants (FCMs) and strengthen the functions of chief compliance officer with the aim of reducing the financial and operational risks of FCMs, the FSC on 9 October 2014 amended provisions regarding the establishment of legal compliance unit by FCMs. Key points of the amendments include: (1) expanding the scope of FCMs required to establish legal compliance units to include those exclusively engaged in FCM business that operate brokerage and proprietary business, futures subsidiaries of financial holding companies, and integrated securities firms concurrently operating futures business; (2) reducing the capacities in which a chief compliance officer may concurrently serve to that of chief of the legal unit only; (3) adding provisions requiring that, before an FCM applies to the FSC for operation of a new type of business, the chief compliance officer of the FCM must issue an opinion on the FCM's compliance with laws and regulations and internal rules, and sign it to take responsibility.

