Frequently asked questions and answers related to

investment by foreign investors

1. Assets may be freely transferred between offshore overseas
Chinese or foreign nationals with different 1D numbers

(1) Asset transfers are allowed, subject to the principle that the
ultimate beneficiary remains unchanged. Examples include:

I. For reasons of a merger or spin-off of a fund or company, or an
adjustment or change to internal organization.

Ii. As required based on a trust agreement relationship.

1ii. For reasons of ETF in-kind creation/redemption.

iv. Upon obtaining a court order or judgment.

v. Under an umbrella fund, the transfer by a master fund to a
subfund.

vi. Such "other" asset transfers that do not violate off-exchange

transaction rules.

(2) A foreign investor may open multiple depositary accounts in
Taiwan, as long as each account bears the same investor
registration number. Assets may be transferred freely between
such accounts, without the need for a buy-sell process.

2. Current prepaid fund issues in Taiwan
(1)Securities  firms' requirements of prepaid fund for foreign

investment customers are not compulsory under laws or regulations.
They are risk control methods employed by securities firms for
some of their customers to avoid the possibility of having to report
customer default subsequently. In addition, small-cap securities
firms fear the inability to conduct settlement on behalf of their
customers, and therefore make inquiries requiring funds and
securities beforenand. These measures are basically proprietary
judgments and risk control measures employed by securities firms.
Some foreign investors, however, view these measures as prepaid
fund enforcement by law imposing on them. In addition, as the
positions held by foreign investment customers are all extremely
large, any report of settlement default will result in negative
repercussions on their credit risk and fund allocation status.
Accordingly, before they place orders, some foreign investment
customers authorize or instruct the securities firm to contact the
custodial institution and inquire as to whether their funds or

securities positions are sufficient for settlement.
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(2)In May of 2004, Taiwan granted permission for domestic financial
institutions to provide intraday credit services to help foreign
investors resolve time-difference issues that previously made them
unable to remit funds in a timely manner to conduct settlement.

(3)On 4 May 2005 the Taiwan securities markets announced a
settlement grace period that allows foreign investors that encounter
certain circumstances such as overlapping holidays, interruption of
telecommunications, or natural disasters, to file for delay settlement
until 6 p.m. on the third business day after the transaction date, or
to delay settlement from the deadline date on which the securities
firm is required to report default to the third business day after the
transaction date.

(4)The Taiwan Stock Exchange Corporation (TWSE) also amended
Article 76 of its Operating Rules on 1 August 2005, deleting the
provision prohibiting investors whose settlement default case has
not been resolved for at least three years from opening a trading
account.

(5) On 20 June, 13 September, and 15 November of 2006 the FSC
granted permission for offshore overseas Chinese and foreign
nationals to borrow funds from securities firms, securities finance
enterprises, and domestic financial institutions to meet settlement
needs for the purchase of the TWSE or TPEX listed securities.

(6) The FSC also implemented a T+2 delivery-versus-payment (DVP)
settlement system on 2 February 20009.

3. Investment quotas for foreign investors
Under the Regulations Governing Investment in Securities by
Overseas Chinese and Foreign Investors, foreign investors are divided
into two categories: foreign institutional investors (FINIs) and foreign
individual investors (FIDIs). Effective from October 20, 2008, the
investment cap of offshore FIDIs was also lifted. However, in a few
specific industries foreign investors are still subject to investment
ceilings under relevant acts or regulations.

4. Investment scope for offshore foreign investors

The scope of investment in Taiwan securities markets open to offshore

foreign investors is as follows:

(1) Stocks, bond conversion entitlement certificates, and Taiwan
Depositary Receipts issue privately placed by TWSE-listed,
TPEXx-listed, or emerging-stock companies.

(2) The beneficial interest certificates of securities investment trust
fund.

(3) Government bonds, financial bonds, ordinary corporate bonds,

convertible corporate bonds, and corporate bonds with warrants.
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(4) Beneficial securities placed publicly or privately by trustee
Institutions, or asset- backed securities placed publicly or privately
by special-purpose companies.

(5) Call warrants and Put warrants.

(6) Other securities approved by the competent authority for the
securities industry such as call (put) warrants underwritten prior to
initial listing; beneficial securities of publicly or privately placed
REITs or REATS; the beneficial interest certificates of futures trust
fund; stock underwritten prior to initial TPEXx listing; stock
underwritten for a cash capital increase; New Taiwan Dollar-
denominated bonds issued in Taiwan by an international financial
institution; preferred shares issued by a TWSE-listed or
TPEX-listed company; securities issued by a foreign enterprise that
is listed in Taiwan as a primary or secondary TWSE-listed or
TPEX-listed company or registered as an emerging stock company;
stock or Taiwan depositary receipts underwritten prior to the
TWSE listing or TPEX listing of a foreign enterprise that is to be
listed in Taiwan as a primary or secondary TWSE-listed or
TPEx-listed company; or an aforesaid company's stock
underwritten for a cash capital increase, or secondary issue of
Taiwan depositary receipts, or foreign-denominated international
bonds.

(7) Additionally, Funds that have been duly remitted into Taiwan for
the purchase of domestic securities and that have not yet been
invested may be used as follows (with the total value of such use
not to exceed 30 percent of the amount remitted in):

a. Investment in government bonds, corporate bonds, financial
bonds, money market instruments and money market funds, and
the net amount paid on NT dollar premiums for engaging in
trading of OTC equity derivatives, OTC NT dollar interest rate
derivatives, and NTD premium on the option portion of
convertible bond asset swaps, and on settling the price difference
of swaps.

b. Investments in money market instruments, limited to bills and
negotiable certificates of deposit within 90 days of expiration.

c. OTC New Taiwan Dollar interest rate derivatives include New
Taiwan Dollar forward rate agreements, interest rate swaps, and
interest rate options; OTC equity derivatives include options and
equity swaps involving Taiwan or foreign equities and

denominated in New Taiwan Dollars or foreign currency; OTC
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structured instruments include products linked to domestic or
foreign equity and interest rates, and denominated in either New
Taiwan Dollars or foreign currency.

5. Requirements over the outward remittance of investment

principal, capital gains and other investment gains by foreign
INvestors.

(1) After receiving permission to invest in Taiwan, foreign investors
may apply to remit investment capital and investment earnings out
of the ROC. However, outward remittances of capital gains and
stock dividends may be made from realized earnings only.

(2) Applications for foreign exchange remittance for investment capital
and earnings shall be handled in accordance with the Act for the
Regulation of Foreign Exchange (under the purview of the Central
Bank).

(3)When a foreign investor intends to repatriate investment earnings,
the investor's agent or representative shall submit documents
evidencing the filing of a tax return and payment of taxes by an
agent/representative approved by the tax authorities and carry out
exchange settlement in accordance with the Act for the Regulation
of Foreign Exchange.

(4) A foreign investor that borrows funds in New Taiwan Dollars from
a domestic financial institution under the restriction that the funds
be used only to pay for domestic securities settlement may not
apply for foreign exchange settlement of the funds.

6. Do the overseas employees of a company lists on TWSE, TPEXx
or emerging-stock need to make an application to a certain
agency in order to sell bonus shares? When making an outward
remittance after the sale of bonus shares, what documents
should they submit to the bank for verification?

(1)No application to the Securities and Futures Bureau or the MOEA
Investment Commission is necessary in regard to bonus shares for
overseas employees of a TWSE-listed, TPEx-listed, or
emerging-stock company, or sale of those shares. The employee
will need to submit a photocopy of their passport and related
documents to a securities firm to open an account for the sale of the
shares. For TWSE-listed companies, this shall be done in
accordance with Article 77, paragraph 1, subparagraph 2 of the
Operating Rules of the Taiwan Stock Exchange Corporation; for
TPEX-listed and emerging stock companies, Article 46, paragraph 1,
subparagraph 2 of the Taipei Exchange Rules Governing Securities
Trading on the TPEXx will apply.

(2) With regard to the documents necessary for outward remittances in
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connection with sales of bonus shares, in accordance with Point 5,
paragraph 5 of the rules issued by the Foreign Exchange
Department of the Central Bank, the Directions for Banking
Enterprises Assisting Customers in Declaring Foreign Exchange
Receipts and Disbursements or Transactions, the employee's
company must fill out a foreign exchange transaction declaration
and a listing of the given shares, after which the proceeds from the
sale of shares can be remitted.

7. Exercising shareholder’s rights for offshore foreign investors

(1)The voting rights of a foreign institutional investor outside of
Taiwan ("offshore foreign institutional investor") holding shares in
a public company in Taiwan may be exercised as follows:

a. Exercise electronically or by means of a written form in
accordance with Article 177-1 of the Company Act;

b.Exercise through appointment of a company conforming to
Article 3, paragraph 2 of the Regulations Governing Handling of
Stock Affairs by Public Companies;

c. Exercise through appointment of a domestic agent or
representative to exercise voting rights at the shareholder
meeting;

d.Exercise through an appointment by the domestic agent or
representative, as authorized by the offshore foreign institutional
investor, of a party other than the domestic agent or
representative to exercise voting rights at the shareholder
meeting.

(2) An offshore foreign institutional investor that appoints a company
as indicated in item 2 of the preceding paragraph or a person as
indicated in points 3 and 4 therein to exercise voting rights at a
shareholder meeting shall in each case clearly indicate in the letter
of appointment its instructions regarding the exercise of voting
rights on each proposal.

(3)An offshore foreign institutional investor may not give a proxy
form issued by the public company to a proxy solicitor or proxy
agent.

(4) An overseas fund, overseas financial institution, or overseas
depository institution that meets the qualifying criteria set forth in
Article 3 of the Regulations Governing the Operation of and
Compliance Requirements for Split Voting by Shareholders of
Public Companies may adopt split voting by submitting an
application for the exercise of split voting to the company pursuant
to those Regulations before 5 days before the shareholders meeting

date.
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8. Restrictions on investment of money market instruments for
offshore foreign investors
The liberalization of Taiwan’s securities market for offshore foreign
investors is primarily oriented toward drawing investment into
securities on the centralized exchange market. Investing in money
market instruments is mainly for short-term cash management needs.
The cap of 30 percent should be sufficient for this purpose. Therefore,
currently there are no plans to raise the ceiling.

9. Disclosure of the investment positions of foreign investors
The FSC does not disclose investment information of individual
foreign investors, but foreign investors are nevertheless obligated to
comply with reporting requirements.

10.Lock-in period of stocks
The trading of stocks held by foreign investors is not subject to a
"lock-in period".

11.0Off-exchange transactions

(1)Article 150 of the Securities and Exchange Act provides that
trading of listed securities shall be conducted on a centralized
securities trading market operated by a stock exchange. However,
paragraph 4 of the same Article empowers the Competent
Authority to make provisions for permitting off-exchange
transactions in certain situations. For example, a foreign investor
who has received approval from the Investment Commission of
the Ministry of Economic Affairs under the Act Governing
Investment by Foreign Nationals to transfer assets to another
foreign investor may do so through off-exchange trading. Many
foreign investors have invested in Taiwan stocks through such
off-exchange channels over the years.

(2)Under current law, securities listed on the TPEx can be traded
off-market. But, in those cases of securities for which the relevant
authorities have duly set a foreign investment ceiling in
accordance with law, foreign investors (who must have obtained
approval or registration in accordance with the Regulations
Governing Securities Investment by Overseas Chinese and
Foreign Investors) are required to trade such securities through the
TPEX trading system. However, only very few TPEx-listed stocks
are subject to this requirement. Most TPEx-listed stocks can also
be traded by foreign investors via price negotiation at the business
places of securities firms.

(3) After each market close, the TWSE also provides paired block
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trades and auction and tender offer systems in which securities
prices are negotiable to satisfy various investors’ demands.

12.The latest changes to block trading system in Taiwan

To simplify the management of block trading and meet the needs of
investors engaging in block trading, transaction-day delivery for
block trades has been eliminated. Pursuant to this cancellation, when
securities firms receive block trade orders to sell securities, they
should verify regulations pertaining to the principal’s central
depository accounts and to the suspension of block trading orders for
listed securities on their ex-dividend and ex-rights dates and on the
following business day. This measure was implemented on 19
December 2011.

13.Foreign ownership restrictions
Taiwan lifted limits on total/individual foreign shareholding in public
companies from 30 December 2000. Applicable acts and regulations
may in few instances limit the percentage of equity holdings by
foreign nationals and companies in certain industries (such as postal,
telecommunications, and shipment industries) to meet national
interests in the economic, social, or cultural spheres. Most developed
countries have similar policies, and the practice in Taiwan is in line
with developed-market standards.

14.0dd-lot trading
In the past, offshore foreign investors were permitted to sell stocks in
odd lots, but not to buy them. To meet the varied trading and
investment demands of foreign investors, the FSC announced on 22
July 2005 that offshore foreign investors are also permitted to buy
odd lots.

15. Agencies designated to accept and process individual investment
cases in which an overseas Chinese or foreign national acquires
10 percent or more of the equity in an TWSE-listed, TPEXx-listed,
or emerging stock company

As restrictions on fund transfer amounts no longer exist for overseas
Chinese or foreign national investing in TWSE-listed, TPEx-listed, or
emerging stock companies, a resolution adopted at a meeting of the
Securities and Futures Bureau and the Investment Commission of the
Ministry of Economic Affairs abolish, beginning 1 April 2008, the
existing requirement that an application be submitted to the
Investment Commission for any single case of an overseas Chinese or
foreign national making an investment of US$50 million or more in
such a company. Instead, after that date, an overseas Chinese or
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foreign national acquiring 10 percent or more of the equity rights of
such a company will be required to submit an application to the
Investment Commission, respective science park administration, or
the Export Processing Zone Administration of the Ministry of
Economic Affairs.

16.Are offshore overseas Chinese and foreign nationals permitted to
engage in bond reverse repo (resell; RS) trades?
Bond reverse repo (resell; RS) trades involve using bonds as
collateral for financing. This does not comply with Article 21,
subparagraph 3 of the Regulations Governing Investment in
Securities by Overseas Chinese and Foreign Nationals, which
prohibits the provision of collateral by an offshore overseas Chinese
or foreign national investing in domestic securities with inwardly
remitted collateral. RS trading also does not fall within the permitted
scope of use for inwardly remitted funds by offshore overseas
Chinese and foreign nationals under Article 4, paragraph 2 of those
Regulations.

17.Who is exempt from issuing a declaration to the effect that their
capital is not from the mainland area?
A foreign institutional investor who is a fund management company
IS not required to issue a declaration stating that its capital is not from
the mainland area. However, a non-fund type foreign investor must
still declare on the registration form that their inwardly remitted funds
for securities investments or futures trading do not come from the
mainland area when registering with the Taiwan Stock Exchange
Corporation (TWSE).
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