WTO Trade Policy Review of Chinese Taipei
Questions from China

(5) Services

Question 19:  (Chinese Taipei Report p. 8 para.34)

Chinese Taipei Report states： “Instead of having to obtain permission from the Securities and Futures Bureau of the FSC (previously the Securities and Futures Commission), all foreign investors can now invest in the securities market after simply registering with the Taiwan Stock Exchange Co. (TSEC) and obtaining an investment ID.” 
According to the above information, could people take it as granted that Chinese investors will be allowed to invest in securities and futures in Chinese Taipei after registering with the TSEC?
Answer:
Foreign portfolios investment is regulated with the "Regulations Governing Investment in Securities by Overseas Chinese and Foreign Investors." However, the aforesaid regulation does not include the administration of the funds from China. The Act Governing Relations between Peoples of the Taiwan Area stipulates the Chinese investment activities in our territory. According to the Act, without prior consent of our competent authorities, any individual, juristic person, organization, or other institution of China, or any company it invests in any third area may not engage in any investment activity in our territory. When registering with the Taiwan Stock Exchange Co. (TSEC), all foreign investors need to declare that the funds are not from China.
Question 20:  (Chinese Taipei Report p. 8 para.36)

Chinese Taipei Report states： “To facilitate the consolidation process and promote foreign investment, market mechanisms will continuously be used to encourage further deregulation of the financial sector.”

1. What plans and timetables does Chinese Taipei have on further liberalizing its financial sector? 

2. Are there restrictions for Chinese financial institutions to set up branches in Chinese Taipei? If yes, please provide detailed information. Do those restrictions conform to Chinese Taipei’s WTO accession commitments? 

3. What consideration does Chinese Taipei have on the establishment of branches by Chinese financial institutions in Chinese Taipei?
Answer:
Chinese Taipei accords the same treatment to foreign investors and domestic investors for investing in financial institutions. 

The main purpose of facilitation of the amendment to regulations related to consolidation is to provide more incentives and create a good financial environment for promoting consolidation process. Therefore, the competent authority does not have a timetable for further deregulation of the financial sector, but will consider amending relative regulations timely according to the development and demand of financial markets.

2.&3.
According to 2(a), Annex on Financial Services of GATS, “a Member shall not be prevented from taking measures for prudential reasons, including for the protection of investors, depositors, policy holders, … to ensure the integrity and stability of the financial system.” Maintaining financial stability is the common policy objective that we share with China and other Members’ financial supervisory authorities. In light of the fact that China has already become one of our most important trading partners, we foresee that cross-strait financial activities will substantially increase provided that we grant permits to Chinese financial institutions in establishing their branches in our territory. In order to effectively address any potential concerns resulting from cross-strait financial activities, namely fraudulence and money laundry, for maintaining our financial stability, we need to establish an official cross-strait financial supervisory cooperation mechanism under an appropriate framework before we could consider allowing Chinese financial institutions to set up branches in our territory.
With respect to the criteria of the establishment of branches by Chinese financial institutions in our territory, Investment Commission, Ministry of Economic Affairs is currently formulating the guideline to stipulate the criteria for Chinese financial institutions to set up branches in our territory, based on the Act Governing Relations between Peoples of the Taiwan Area and the Mainland Area. Once the aforesaid guideline takes into effects, the Financial Supervisory Commission will refer to such criteria for reviewing Chinese financial institutions’ applications.
WTO Trade Policy Review of Chinese Taipei
Questions from Australia

IV.
TRADE POLICIES BY SECTOR

(5)
SERVICES

(ii)
Financial Services
Has Chinese Taipei further considered removing the Mode 3 limitations for life and non-life insurance services or, alternatively, relaxing the capital requirements (NT$ 2 billion) for the parent company of a mutual insurance company that wishes to open a branch in Chinese Taipei? 
Answer：
Since the mutual insurance company is not required to have paid-in capital and issue shares in the future, the company may encounter great potential risks. For the purpose of maintaining the integrity of financial system and protecting consumers, Chinese Taipei requires a foreign mutual insurance company to meet the requirement of having at least NT$2 billion net worth for its parent company when the company establishes a branch in Chinese Taipei.
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Questions from Canada
Part IV. Trade Policies by Sector, (5) Services; (ii) Financial Services, (c) Securities, page 79, paragraph 70 : 
The Secretariat Report says that the regulation on securities investment by non-Chinese Taipei institutional investors, under which securities investment per company was limited to US$3 billion, was abolished on 30 September 2003.  It further says that non-Chinese Taipei investors in the Chinese Taipei securities market are now classified into two types:  institutional investors and individual investors;  institutional investors are subject to a US$5 million investment quota, while individual investors are not subject to a quota. 

Canada recognizes the efforts of Chinese Taipei to simplify the regulation of securities investment by non-Chinese Taipei institutional investors.  However, the footnote to paragraph 70 indicates that 18 companies listed on the stock exchange are subject to non-Chinese Taipei ownership limits.

19.
Can Chinese Taipei clarify whether these limits are in fact complete prohibitions on foreign ownership of these companies?

20.
Can Chinese Taipei provide information in which sectors these companies operate?  

21. Can Chinese Taipei please explain the reason for these ownership limits and indicate whether there are plans for the restrictions to be relaxed in the future?
Answer： 
Taiwan opened its door to foreign portfolio investment in 1983. A sequential policy was taken to allow firstly the indirect investment of funds raised overseas by domestic investment trust companies, followed by direct investment of qualified foreign institutional investors (1991) and then finally all foreign natural persons (1996). 
On September 30, 2003, the Executive Yuan amended “Regulations Governing Investment in Securities by Overseas Chinese and Foreign Nationals”, in which the QFII system was abolished. After that, all foreign investors can invest in the securities market after simply registering with the Taiwan Stock Exchange Co. (TSEC). Taiwan lifted limits on total/individual foreign shareholding in public companies from 30 December 2000. Under the newly amended 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). While FIDIs are subject to a US$5 million investment quota, FINIs are free of an upper limit on investment.Applicable acts and regulations may in a few instances limit the percentage of equity holdings by foreign nationals in companies in certain industries (such as posts, telecommunications, and shipping) to meet policy needs related to 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. Now, there are 20 companies listed on the stock exchange are subject to non-Chinese Taipei ownership limits. 

WTO Trade Policy Review of Chinese Taipei
Questions from European Communities
WTO Secretariat’s Report, page 76 ff

Financial services

The Secretariat Report (paragraph 60) describes the conditions for granting licenses for branches of foreign banks.

· Could Chinese Taipei please provide information on how many foreign bank branch licenses were granted during the last 3 years? 

· Is it correct that Chinese Taipei has adopted a moratorium on granting branch licenses? 

· If yes, could Chinese Taipei please explain why this restriction has not been listed in its schedule of commitments?

Answer：
Chinese Taipei has granted 3 foreign bank branch licenses during the last 3 years.

In fact, Chinese Taipei does not adopt a moratorium on granting branch lincenses. The Financial Supervisory Commission permits foreign banks to establish branches in Chinese Taipei while the applicant banks meet the requirements regulated by Regulations Governing the Foreign Bank Branches and Representative Offices. The competent authority granted the Barclays Bank PLC to establish Taipei branch and OBU branch in March 2005.

In May 2003, the competent authority also granted a new Tien-Mu branch  lincense to Citibank N.A. In addition, the Banco Bilbao Vizcaya Argentaria S.A. (BBVA) of Spain also applied to establish a representative office in Taipei in March 2006. The competent authority is currently reviewing its application.  

The Secretariat Report (paragraphs 63 and 67) notes that the presence of non-Chinese Taipei insurers has decreased from 27 in 2000 and that there was only one branch office of non-Chinese Taipei reinsurance companies at the end of 2005. 
· Could Chinese Taipei elaborate on the causes it sees behind this decrease or low presence of foreign financial institutions? 

Answer：
The ostensible decreasing presence of foreign life insurance institutions is mainly due to 4 foreign life insurance companies have changed their presence from branch offices to subsidiaries during the period between 2000 and 2005.  Meanwhile, 2 non-life insurance companies were acquired by foreign insurance groups. 

· Could Chinese Taipei explain how its Insurance Product Approval by Classification system does not nullify or impair the specific commitments that have been made on insurance services? 

Answer：
Under the present product review system, products fall into three categories: “approval”（full approval must be sought）; “file and use”（notification must be made prior to distribution, and the authority have 15 working days silence procedure to disagree or ask further questions）; “use and file”（product can be marketed first with an obligation of notification of its existence to the authority within 15 days）. The prescribed maximum length for the products subject to “approval” is 90 working days. Therefore, the present system doesn’t nullify or impair the additional commitments that have been made on insurance services.      

A new regulation has been intensively discussed between the authority and the industry since July 2005. In the future, except for products specified in the regulation subject to “approval”, most of the product filing will be subject to “use and file”, and “file and use” will be cancelled to achieve the goal that insurers may launch new products more speedily and timely.

· Can Chinese Taipei clarify what percentage of products need to be approved under the Insurance Product Approval by Classification system? 

Answer：
The percentage of products need to be approved varied and depends on the types of product the insurers intend to develop. The authority has been relaxing the regulation to narrow the scope of products subject to approval in the recent years The trend of the percentage of products subject to “approval” is decreasing, ranging from 46％to 24％ in 2003 to 2005.   

In the future, the new product review system will expand the range of categories of insurance products which are subject to “use and file”, and rescind “file and use “systems. The percentage of products subject to “approval” will be expected to decrease further.
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B)
Párrafo 60. El establecimiento de sucursales de bancos no pertenecientes al Taipei Chino está sujeto al reglamento aplicable a las sucursales bancarias y oficinas de representación que no sean del Taipei Chino.  Los criterios para aprobar las solicitudes de establecimiento son los siguientes:  que los solicitantes formasen parte, en lo relativo a su capital o a sus activos, de los 500 primeros bancos del mundo en el año anterior a la presentación de la solicitud;  que los solicitantes hubiesen efectuado transacciones por valor de más de 1.000 millones de dólares EE.UU. con bancos del Taipei Chino en los tres años civiles anteriores a la solicitud, y que los solicitantes destinaran un mínimo de 150 millones de dólares NT de capital de operaciones a la primera sucursal, y de 120 millones de dólares NT a cada nueva sucursal.

¿Qué actividades pueden desarrollar las oficinas de representación?

關於第60段，請問分行可進行哪些活動? 
Answer：
According to article 121 of Banking Act, businesses which may be conducted by a foreign bank shall be as prescribed by the competent authority, after consultation with the Central Bank of China, within the business scope stipulated in Articles 71 and Article 101, Paragraph 1, of Banking Act. 

As indicated above, a foreign bank in general may conduct businesses which may be conducted by a commercial bank or by an investment trust company after obtaining approval from the competent authority.

¿Las sucursales de bancos están autorizadas para operar con capital incorporado en el país o el capital puede estar apalancado con el de la casa matriz?

請問銀行分行之授權係應以國內法人資本額營運或得以母公司資本額營運? 
Answer：
According to article 120 of Banking Act, a foreign bank shall appropriate funds exclusively for its operation of business within the territory of Chinese Taipei. 

The article 3 of Regulations Governing Foreign Bank Branches and Representative Offices also stipulates that a foreign bank which has been approved to establish branch offices in Chinese Taipei shall allocate a minimum operating capital. Such operating capital shall be booked on a consolidated basis in the account of the first branch office established upon the recognition of the foreign bank or any other branch office of such foreign bank as may be designated by the competent authority.

Therefore, a foreign bank branch may conduct business under the operating capital of its branch offices.
(1) b)
Seguros

Párrafo 63. A finales de 2005 había 55 compañías de seguros en funcionamiento;  26 de ellas se dedicaban a seguros distintos del seguro de vida, 9 de las cuales eran filiales de compañías no originarias del Taipei Chino, y 29 a los seguros de vida, de las cuales 8 tampoco eran del Taipei Chino.  El número de estos aseguradores presentes en el Taipei Chino, que en 2000 era de 27 (11 empresas de seguros distintos del seguro de vida y 16 de seguros de vida) ha disminuido.  El capital desembolsado mínimo es de 2.000 millones de dólares NT (alrededor de 57 millones de dólares EE.UU.), y de 50 millones de dólares NT (1,4 millones de dólares EE.UU.) para una sucursal de una compañía de seguros constituida en ultramar.
¿Cuáles son los factores que explican la disminución del número de aseguradores presentes en el Taipei Chino?

第63段，請問台灣保險業者數目減少的原因為何? 
Answer：
The ostensible decreasing presence of the foreign life insurance institutes is due to 4 foreign life insurance companies have changed their presence from branch offices to subsidiaries during the period between 2000 and 2005.  Meanwhile, 2 non-life insurance companies were acquired by foreign insurance groups.
¿Las sucursales de compañías de seguros están autorizadas para operar con capital incorporado en el país o el capital puede estar apalancado con el de la casa matriz?

請問保險公司分行之授權係應以國內法人資本額營運或得以母公司資本額營運? 

Answer：
According to Article 8 of “Regulations on Granting Special Approval and Administration of Foreign Insurance Companies”, a foreign insurance enterprise shall set aside a minimum working capital for each of its branch companies pursuant to its business plan, amounting to not less than NT$50,000,000 (approximately US$1.5 million).  The account of paid-in capital is separated from its overseas parent company.
WTO Trade Policy Review of Chinese Taipei
Questions from Costa Rica 
Seguros
1. ¿Corresponde a la Comisión de Supervisión Financiera la supervisión del mercado de seguros del Taipei Chino? 

請問金管會是否亦負責保險市場之監管嗎?
Answer：
The Financial Supervisory Commission was established on 1 July 2004 as a single financial regulator that consolidates the functions of monitoring and rule-setting for the banking, securities, futures, and insurance industries, and also carries out cross-sector financial examinations. The primary objectives of the Commission are to consolidate the supervision of banking, securities and insurance sectors, and to act as a single regulator for all of these industries. Hence, the FSC is the supervisory authority of our insurance industries.
¿Cuál es la estructura de dicha Comisión? ¿La supervisión del mercado de seguros es especializada o se comparte con otros mercados? 

請問金管會的架構為何?請問對於保險市場係單獨列出監管或納入其他部門市場之一部分?
Answer：
There are 4 bureaus, 4 departments, and 4 offices under the FSC: 
4 Bureaus: Monetary Affairs, Securities and Futures, Insurance, and Examination Bureau. 

4 Departments: Planning, International Affairs, Legal Affairs, and Information Management Department. 

4 Offices: Secretariat, Personnel, Accounting, and Anti-Corruption Office; 

According to the Organic Act Governing the Establishment of the Financial Supervisory Commission, Executive Yuan, the FSC shall establish Insurance Bureau, which shall be responsible for monitoring and regulating insurance markets and insurance enterprises, and for formulating, planning, and implementing policies, laws, and regulations connected therewith. 
¿A qué se debe la disminución en el número de aseguradores presentes en el Taipei Chino?   
請問貴國保險業者數量減少之原因為何?
Answer：
The ostensible decreasing presence of foreign life insurance institutions is mainly due to 4 foreign life insurance companies have changed their presence from branch offices to subsidiaries during the period between 2000 and 2005.  Meanwhile, 2 non-life insurance companies were acquired by foreign insurance groups.
¿Existen entidades aseguradoras de capital público en el Taipei Chino? ¿Qué tipo de regulación se les aplica? 

請問貴國有公營保險機構嗎?係依何種規範執行業務?
Answer：
Yes, there are two state-owned insurers, named as Life Insurance Department of Central Trust of China and Industrial Life Insurance Department of Chunghwa Post Co. Ltd.  These two companies are regulated by the Insurance Law, same as other private-owned insurers. Besieds, the core business of Industrial Life Insurance Department of Chunghwa Post Co. Ltd is industrial life insurance. The company is regulated by the Industrial Life Insurance Law as well.
