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Executive Summary - Taiwan
Sanctions:

None

FAFT list of AML
Deficient Countries

No

Higher Risk Areas:

Medium Risk Areas:

Weakness in Government Legislation to combat Money Laundering
Not on EU White list equivalent jurisdictions
US Dept of State Money Laundering assessment
Compliance with FATF 40 + 9 Recommendations
Failed States Index (Political Issues)(Average Score)

Major Investment Areas:
Agriculture - products:
rice, vegetables, fruit, tea, flowers; pigs, poultry; fish
Industries:
electronics, communications and information technology products, petroleum refining,
armaments, chemicals, textiles, iron and steel, machinery, cement, food processing,
vehicles, consumer products, pharmaceuticals
Exports - commodities:
electronics, flat panels, machinery; metals; textiles, plastics, chemicals; optical,
photographic, measuring, and medical instruments
Exports - partners:
China 27.1%, Hong Kong 13.2%, US 10.3%, Japan 6.4%, Singapore 4.4% (2012 est.)
Imports - commodities:
electronics, machinery, crude petroleum, precision instruments, organic chemicals, metals
Imports - partners:
Japan 17.6%, China 16.1%, US 9.5% (2012 est.)
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Investment Restrictions:
Taiwan maintains a "negative" list of industries closed to foreign investment for security and
environmental protection reasons, including public utilities, power distribution, natural gas,
postal service, telecommunications, mass media firms, and air and sea transportation.
These account for less than one percent of manufacturing categories and less than five
percent of service industries. Railway transport, freight transport by small trucks, pesticide
manufacture, real estate development, brokerage, leasing, and trading are all open to
foreign investment.
While most foreign ownership limits have been removed, the foreign ownership limit on
wireless and fixed line telecommunications firms is 60%, including a direct foreign
investment limit of 49%. State-owned Chunghwa Telecom Co., which controls 97% of the
fixed line telecom market, maintains a 55% limit on indirect foreign investment and a 49%
limit on direct foreign investment. There is a 20% limit on foreign direct investment in cable
television broadcast services, but foreign ownership of up to 60% is allowed through
indirect investment via a Taiwan entity. Foreign investors control one of the five largest
cable TV networks in Taiwan. In addition, there is a foreign ownership limit of 49.99% for
satellite television broadcasting services and piped distribution of natural gas, and a 49%
limit for high-speed railways. The foreign ownership cap on ground-handling firms, aircatering companies, aviation transportation businesses (airlines), and general aviation
business (commercial helicopters and business jet planes) is less than 50%, with a separate
limit of 25% for any single foreign investor. For Taiwan-flagged merchant ships, foreign
investment is limited to 50% for Taiwan shipping companies operating international routes.
Taiwan has been gradually relaxing restrictions on investments from the People’s Republic
of China (PRC, or “mainland” China) as cross-Strait relations have improved. Since 2009,
Taiwan has eased restrictions on investments from mainland China in three stages. Most of
Taiwan's manufacturing industry and half of its services and public construction sectors are
now open to mainland investment. However, due to restrictions limiting percentage of
ownership, and restrictions on mainland investors' participation in Taiwan business
operations, investment liberalization to date has not drawn significant interest from
mainland investors. Taiwan is planning the fourth stage of investment liberalization,
expected in early 2013, and progressing towards the goal of normalization of cross-Strait
investment ties through a negative list to be developed in the near future.
In 2009, Taiwan launched the first phase of opening up to Chinese investment. Under the
new policy, “Regulations Governing Permission for People from the Mainland Area to
Invest in Taiwan,” Taiwan has opened 64 sectors in manufacturing, 117 in services, and 11
in public construction. In order to own shares in a Taiwan company or establish a presence
in Taiwan, mainland entities and foreign companies in which mainland entities have over
30% shares must first obtain permission from the interagency Investment Commission (IC)
housed in the Ministry of Economic Affairs (MOEA). The Taiwan authorities may also prohibit
or restrict investment from mainland Chinese enterprises that: (1) have military shareholders
or have a military purpose; (2) would create a monopoly; (3)would threaten national
security, or; (4) would negatively impact domestic economic development.
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In the second round of investment liberalization, Taiwan announced in 2011 an additional
42 categories, including 25 sectors in manufacturing, eight in services and nine in public
infrastructure, which would be open for investment from mainland China. The
manufacturing categories include medical devices, machinery for making metal products,
and petrochemicals. In March 2012, Taiwan announced a third tranche of relaxed
restrictions on mainland investments. As a result, Taiwan has opened more than two-thirds
of Taiwan's aggregate industrial categories, excluding agriculture, to PRC investors, with
manufacturing topping the list, in which 97 percent of the sector is now opened to Chinese
capital. In the public construction and service sectors, investment opened to PRC investors
expanded to 51 percent. Mainland Chinese investors, however, continue to be prohibited
from serving as a Taiwan company's CEO, although a mainland Chinese board member
may retain management control rights of a Taiwan company.
Reports indicate that in the fourth round of liberalization of Chinese investment in Taiwan,
MOEA plans to remove prohibitions on Chinese ownership of controlling stakes in seven key
industries, including the light emitting diode (LED), integrated circuit assemblies,
semiconductor manufacturing equipment, semiconductor packaging and testing, metal
cutting tool machines, and solar batteries. MOEA proposes to impose a shareholding
ceiling of 50 percent for Chinese investment in companies in these industries, and retain
the mechanism for screening investment applications on a case-by-case basis. The MOEA
proposal is subject to the Executive Yuan's (EY) final approval.
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Section 1 - Background

In 1895, military defeat forced China's Qing Dynasty to cede Taiwan to Japan. Taiwan came
under Chinese Nationalist control after World War II. Following the communist victory on the
mainland in 1949, 2 million Nationalists fled to Taiwan and established a government using
the 1947 constitution drawn up for all of China. Beginning in the 1950s, the ruling authorities
gradually democratized and incorporated the local population within the governing
structure. This process expanded rapidly in the 1980s. In 2000, Taiwan underwent its first
peaceful transfer of power from the Nationalist to the Democratic Progressive Party.
Throughout this period, the island prospered and became one of East Asia's economic
"Tigers." The dominant political issues continue to be the relationship between Taiwan and
China - specifically the question of Taiwan's eventual status - as well as domestic political
and economic reform.
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Section 2 - Anti – Money Laundering / Terrorist Financing

FATF status

Taiwan is not on the FATF List of Countries that have been identified as having strategic AML
deficiencies

Compliance with FATF Recommendations

The last Mutual Evaluation Report relating to the implementation of anti-money laundering
and counter-terrorist financing standards in Taiwan was undertaken by the Financial Action
Task Force (FATF) in 2007. According to that Evaluation, Taiwan was deemed Compliant for 7
and Largely Compliant for 18 of the FATF 40 + 9 Recommendations. It was Partially Compliant
or Non-Compliant for all 6 of the Core Recommendations.

Key Findings from latest Mutual Evaluation Report (2007):
There is a strong focus on anti money laundering (AML) measures, but less emphasis on
measures to combat the financing of terrorism (CFT) – evidenced primarily by the fact that
terrorist financing is not yet criminalized.
The statistics provided reflect an increasing number of money laundering prosecutions with
the number increasing each year for the last 4 years.
Drug seizures indicate a lucrative trade in illicit drugs in Taiwan. This is of some concern, given
a lack of ML prosecutions arising from narcotics investigations.
Taiwan has various authorities that supervise the banking, insurance, futures and securities
industries. The supervisory authority of the financial industry and creation of a single financial
regulator (the Financial Supervisory Commission) was achieved through legislation that
became effective in July 2004.
Taiwan had an established banking industry with assets of NT$36,970.7 billion (USD 1,105.4
billion).
The Insurance industry has 24 non-life and 30 life insurance companies with premium income
of USD 3,543 million and USD 43,474 million respectively.
In respect of the DNFBPs in Taiwan, casinos are outlawed; real estate (in 2004) recorded
727,537 transactions in land and 418,187 transactions in housing; jewellery shops play a major
substitute role of financial institutions and exchange large amounts of money to foreign
currency in addition to dealing in gems and gold; lawyers have broad scope of business and
notaries exist in civil practice as well as within the court system; accountants number 2,398
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(as at December 2005); all trust business is conducted by banks and as at December 2005
was USD 85.5 billion in size.

US Department of State Money Laundering assessment (INCSR)

No longer catergorised a Jurisdiction of Primary Concern however the 2017 Report has not
yet been published and, therefore, below is the 2016 report.
Taiwan was deemed a Jurisdiction of Primary Concern by the US Department of State 2016
International Narcotics Control Strategy Report (INCSR).
Key Findings from the report are as follows: Perceived Risks:
Taiwan’s modern financial sector, strategic location within the Asia-Pacific international
shipping lanes, expertise in high-technology production, and role as an international trade
hub make it vulnerable to transnational crimes, including money laundering, drug trafficking,
telecom fraud, and trade fraud. Domestic money laundering is generally related to tax
evasion, drug trafficking, public corruption, and a range of economic crimes.
Official channels exist to remit funds, which greatly reduce the demand for unofficial
remittance systems; however, although illegal in Taiwan, a large volume of informal financial
activity takes place through unregulated, and possibly organized crime-linked, non-bank
channels. Taiwan has five free trade zones and a growing offshore banking sector, which are
regulated by Taiwan’s Central Bank and the Financial Supervisory Commission. There is no
significant black market for smuggled goods in Taiwan.
Do financial institutions engage in currency transactions related to international narcotics
trafficking that include significant amounts of US currency; currency derived from illegal sales
in the U.S.; or illegal drug sales that otherwise significantly affect the U.S.: NO
Criminalization of money laundering:
“All serious crimes” approach or “list” approach to predicate crimes: Combination
approach
Are legal persons covered: criminally: YES civilly: NO
Know-your-customer (KYC) rules:
Enhanced due diligence procedures for PEPs: Foreign: YES Domestic: YES
KYC covered entities: Banks; trust and investment corporations; credit cooperative
associations; credit departments of farmers’ and fishermen’s associations; Agricultural Bank
of Taiwan; postal service institutions that also handle financial transactions; negotiable
instrument finance corporations; credit card companies; insurance companies, agents, and
brokers; securities brokers; securities investment and trust enterprises; securities finance
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enterprises and investment consulting enterprises; securities central depositories; futures
brokers; trust enterprises; retail jewelers; and third party payment service businesses
REPORTING REQUIREMENTS:
Number of STRs received and time frame: 6,890: January - October 2015
Number of CTRs received and time frame: 4,107,745: January - October 2015
STR covered entities: Banks; trust and investment corporations; credit cooperative
associations; credit departments of farmers’ and fishermen’s associations; Agricultural Bank
of Taiwan; postal service institutions that also handle financial transactions; negotiable
instrument finance corporations; credit card companies; insurance companies, agents, and
brokers; securities brokers; securities investment and trust enterprises; securities finance
enterprises and investment consulting enterprises; securities central depositories; futures
brokers; trust enterprises; retail jewelers; and third party payment service businesses
money laundering criminal Prosecutions/convictions:
Prosecutions: 68: January - October 2015
Convictions: 7: January - October 2015
Records exchange mechanism:
With U.S.: MLAT: NO Other mechanism: YES
With other governments/jurisdictions: YES
Taiwan is a member of the Asia/Pacific Group on Money Laundering (APG), a FATF-style
regional body.
Enforcement and implementation issues and comments:
Taiwan is not yet in full compliance with international standards. While Taiwan criminalizes the
financing of terrorist activities, it is not an autonomous offense. There are also significant gaps
in Taiwan’s asset freezing regime and implementation of UNSCRs 1267 and 1373; deficiencies
in customer due diligence (CDD) regulations, including in identifying and verifying customer
identity; and the threshold for a serious money laundering offense is too high. The Money
Laundering Control Act (MLCA) does not specifically provide for the civil coverage of legal
persons. Furthermore, Taiwan’s AML/CFT requirements do not apply to several types of
designated non-financial businesses and professions (DNFBPs), which remain vulnerable to
money laundering and terrorism financing activity.
The responsible agency governing jewelry stores is the Department of Commerce within the
Ministry of Economic Affairs, and it is unclear if this department has the capacity to audit
jewelry stores. The authorities are not keeping statistics on jewelry store-related money
laundering cases.
In 2014, Taiwan assisted U.S. law enforcement authorities and agreed to freeze a bank
account containing nearly $16 million in illicit proceeds tied to a trade-based money
laundering scheme in Los Angeles involving Mexican drug cartels and the importation of
8

garments and textiles into the United States. It was the first time Taiwan had facilitated a
significant asset seizure as part of a U.S.-based criminal investigation.
The United States and Taiwan, through their respective legal representatives, are parties to
the Agreement on Mutual Legal Assistance in Criminal Matters Between the American
Institute in Taiwan and the Taipei Economic and Cultural Representative Office in the United
States. There is no extradition treaty in force between Taiwan and the United States. Taiwan is
unable to ratify conventions under the auspices of the UN because it is not a UN member.
However, it has enacted domestic legislation to implement the standards in the 1988 UN
Drug Convention, the UN Convention against Transnational Organized Crime, and the UN
Convention for the Suppression of the Financing of Terrorism.
Taiwan should pass legislation to criminalize the financing of terrorism as an autonomous
crime, clarify that the law covers terrorism-related activities conducted overseas, establish
procedures to allow the freezing of terrorist assets without delay, and continue to address
CDD concerns. Taiwan should exert more authority over non-profit organizations and should
raise awareness of the vulnerabilities to terrorism financing of this sector. Taiwan should take
steps to amend its legislation and regulations to bring all DNFBPs and the non-profit sector
within the scope of its AML/CFT coverage. Proposed legislative amendments to Taiwan’s
MLCA address a number of these deficiencies, but remain only in draft form.

Current Weaknesses in Government Legislation (2013 INCRS Comparative Tables):
According to the US State Department, Taiwan does not conform with regard to the
following government legislation: Ability to freeze assets without delay - The government has an independent national system
and mechanism for freezing terrorist assets in a timely manner (including but not limited to
bank accounts, other financial assets, airplanes, autos, residences, and/or other property
belonging to terrorists or terrorist organizations)
States Party to UN 1988 Convention - States parties to the 1988 United Nations Convention
against Illicit Traffic in Narcotic Drugs and Psychotropic Substances, or a territorial entity to
which the application of the Convention has been extended by a party to the Convention.
International Terrorism Financing Convention - States parties to the International Convention
for the Suppression of the Financing of Terrorism, or a territorial entity to which the application
of the Convention has been extended by a party to the Convention.
States Party to United Nations Transnational Organised Crime Convention - States party to the
United Nations Convention against Transnational Organized Crime (UNTOC), or a territorial
entity to which the application of the Convention has been extended by a party to the
Convention.
States Party to United Nations Convention Against Corruption - States party to the United
Nations Convention against Corruption (UNCAC), or a territorial entity to which the
application of the Convention has been extended by a party to the Convention.
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EU White list of Equivalent Jurisdictions
Taiwan is not currently on the EU White list of Equivalent Jurisdictions

World Governance indicators
To view historic Governance Indicators Ctrl + Click here and then select country

Failed States Index
To view Failed States Index Ctrl + Click here

Offshore Financial Centre
Taiwan is not considered to be an Offshore Financial Centre
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Reports

US State Dept Narcotics Report 2014 (introduction):
Taiwan is neither a major producer of nor a significant transshipment point for illicit narcotics.
Continued aggressive law enforcement action targeting domestic production, coupled with
enhanced surveillance of smuggling routes, decreased the availability of illicit drugs and
diverted precursor chemicals in 2013. These supply reduction achievements in turn increased
market prices for all categories of illegal drugs within Taiwan.
Continuing trends from previous years, seizures of most drugs declined with the exception of
amphetamine-type stimulants (ATS) and MDMA (ecstasy), which increased by 537.8 and 11.2
kilograms (kg) respectively from 2012 levels. A growing problem in Taiwan, ketamine remains
popular among teenagers as a party drug with perceived low potential for addiction and no
criminal penalties for possession of small amounts (less than 20 grams). China is the source of
approximately 76 percent of the ketamine seized or sold in Taiwan. ATS also account for
significant drug usage; however, strong controls over purchases of legally produced
precursor chemicals and aggressive efforts to identify and seize illegal drug factories have
significantly decreased domestic production and international trafficking of ATS, through
Taiwan. In early October, authorities seized 103 kg of heroin and 249 kg of ketamine
originating from Vietnam – the largest heroin seizure in Taiwan drug enforcement history.
The Ministry of Justice (MOJ) leads Taiwan's counternarcotics efforts with respect to
manpower, budgetary, and legislative responsibilities. The Ministry of Justice Investigations
Bureau (MJIB), National Police Agency (NPA), Coast Guard, Customs Directorate, and
Military Police contribute to counternarcotics efforts and cooperate on joint investigations,
openly sharing information with the U.S. Drug Enforcement Administration and other AsiaPacific law enforcement counterparts. Taiwan's undercover and electronic surveillance laws
hamper law enforcement efforts to investigate drug cases while geographic challenges limit
authorities' abilities to provide long-term witness protection.
Addiction is viewed primarily as a health issue, and efforts focus on treatment, rehabilitation,
and support of recovered addicts. The criminal justice system offers users the option of
voluntary long-term treatment in lieu of incarceration. Most prisons lack the infrastructure and
resources to treat addicts, and the recidivism rate is high. Taiwan's inability to participate in
the United Nations and other international organizations presents obstacles to its full
involvement in regional and international counternarcotics efforts. However, Taiwan
continues to forge relationships with other Asia-Pacific countries, including China, to
exchange drug intelligence, resulting in drug seizures and arrests.
Although there is no bilateral extradition treaty between the United States and Taiwan, a
mutual legal assistance agreement is in place, under the auspices of the American Institute
in Taiwan and the Taipei Economic and Cultural Representative Office in the United States,
through which Taiwan regularly affords mutual legal assistance to U.S. counterparts.
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US State Dept Trafficking in Persons Report 2014 (introduction):
Taiwan is classified a Tier 1 country - is a country whose government fully complies with the
Trafficking Victims Protection Act’s (TVPA) minimum standards.
Taiwan is a destination territory for men, women, and children subjected to forced labor and
sex trafficking and, to a much lesser extent, a source territory for women subjected to sex
trafficking. Most trafficking victims in Taiwan are migrant workers from Indonesia, mainland
China, the Philippines, Cambodia, Thailand, Vietnam, and to a lesser extent, Bangladesh and
India. Most of the 500,000 migrant workers are employed through recruitment agencies and
brokers to perform low-skilled work in Taiwan as home caregivers and domestic workers, or in
manufacturing, construction, and fishing industries. Many of these workers fall victim to labor
trafficking by brokers, some of whom are Taiwan passport-holders, in their home countries or
to employers in Taiwan. Migrant workers are reportedly charged up to the equivalent of
approximately $7,700 in recruitment fees, resulting in substantial debts used by brokers or
employers in Taiwan as tools of coercion to obtain or retain a migrant’s labor. NGOs report
Taiwan brokers work with source country recruiters to compel workers to take out loans for
recruitment fees at local branches of Taiwan banks at high interest rates. After recruitment
fee repayments are garnished from their wages, some foreign domestic service workers in
Taiwan earn significantly less than minimum wage. Labor brokers in Taiwan often assist
employers in forcibly deporting “problematic” foreign employees should they complain; this
enables the broker to fill the empty positions with new foreign workers and continually use
debt bondage to control the work force. Some employers of these workers forbid their
employees from leaving their residences, increasing their vulnerability to labor trafficking.
NGOs estimate there are up to 160,000 migrant workers onboard Taiwan fishing vessels
around the world, some of whom have reported non- or under-payment of wages, long
working hours, physical abuse, lack of food, and poor living conditions; an unknown number
of these men are trafficking victims. Some women and girls from mainland China and
southeast Asian countries are lured to Taiwan through fraudulent marriages and deceptive
employment offers for purposes of sex trafficking. Women from Taiwan are recruited through
classified ads for employment in Japan, Australia, the United Kingdom, and the United States;
after their arrival in these countries, some are forced into prostitution.
Taiwan authorities fully comply with the minimum standards for the elimination of trafficking.
During the reporting period, Taiwan authorities continued to prosecute trafficking offenses,
including both forced labor and forced prostitution. Authorities trained law enforcement and
other officials and raised public awareness of trafficking. Permanent residency visas for
trafficking victims are available; however, authorities have not granted this visa to trafficking
victims since the category became available in 2009 and continued to deport all trafficking
victims at the end of their trials. Authorities did not prosecute alleged labor traffickers
onboard Taiwan fishing vessels, despite allegations of labor trafficking abuses.

Latest US State Dept Terrorism Report
Taiwan is not a member of the United Nations and, therefore, is not subject to UNSC
Resolutions and cannot join UN counterterrorism conventions and protocols. Nonetheless,
Taiwan sought to implement, to the maximum extent possible, all UN resolutions related to
combating terrorism and terrorist finance issues. Taiwan continued to provide rapid and
thorough responses on terrorist financing issues to the American Institute in Taiwan (AIT). The
12

“Antiterrorist Action Law” proposed in 2006 by Taiwan’s Executive Yuan, is still awaiting action
by the Legislative Yuan. Taiwan revised its Money Laundering Control Act in 2009 to extend
the law’s coverage to the financing of crimes that intimidate the public or threaten “the
government, a foreign government or institution, or international organization.”
The Taiwan Office of Homeland Security (OHS) coordinated several large-scale training
exercises among law enforcement and security agencies. Taiwan sought ways to harden
and protect its critical infrastructure, in order to maintain continuity of operations and
government in the event of an attack or disaster. OHS also coordinated counterterrorism
exercises with Taiwan law enforcement and security agencies prior to the “2009 Kaohsiung
World Games” and the “2009 Taipei Deaf Olympics.”
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International Sanctions

None applicable
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Bribery & Corruption

Index

Rating (100-Good / 0Bad)

Transparency International Corruption Index

61

World Governance Indicator – Control of Corruption

77

US State Department
Taiwan has implemented laws, regulations, and penalties to combat corruption. The
Corruption Punishment Statute and the Criminal Code contain specific penalties for corrupt
activities, including maximum jail sentences of life in prison and a maximum fine of up to
NT$100 million (US$3.3 million). In April 2009, the Legislative Yuan amended the Act for the
Punishment of Corruption to bring criminal charges against civil servants who fail to account
for abnormal increases in their assets. In July 2011, the administration established the Agency
Against Corruption to strengthen efforts to crack down on corruption.
In November 2011, the Legislative Yuan passed amendments to the Anti-Corruption Act that
expanded the scope of activities it covered and increased penalties for public officials who
fail to explain the origins of suspicious assets or property. Based on the revised act, public
servants suspected of corruption are required to declare the origins of their assets if an
increase in their assets is disproportionate to an increase in their income in the three years
following the allegations. If defendants refuse to offer an explanation, or if the explanation
proves to be false and the defendants are found guilty of corruption, they face a jail
sentence of up to five years or a fine of no more than the value of the assets of undeclared
origin, or both.
The U.S. Government is not aware of cases where bribes have been solicited for foreign
investment approval.
Taiwan formally became a member of the WTO Agreement on Government Procurement
(GPA) in 2009. The Public Construction Commission (PCC) publishes all state procurement
projects that require open bidding, in accordance with WTO transparency requirements. The
PCC indicated that in 2011, 2496 contracts were awarded for US$13.6 billion; 421 of these
contracts valued at US$5.1 billion went to GPA members; U.S. firms were awarded 157
contracts worth US$326 million. Foreign tenders accounted for over 37% of all state
procurement projects awarded in 2011, among which over 16% were awarded to the U.S.
bidders in the past year. Government procurement projects open to WTO GPA members
had been limited to Kaohsiung and Taipei City municipalities. Following rezoning in 2010 to
create five special municipalities -- Taipei City, New Taipei City, Taichung City, Tainan City
and Kaohsiung City -- and a revised GPA implemented in December 2011, Taiwan has
expanded coverage to the new entities.
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The Legislative Yuan in January 2011 passed the following additional amendments to the
Government Procurement Act : (1) Procurements of technology, information, and
professional services can be based on quality (i.e., the most advantageous bids), rather than
price; (2) A GP data bank containing a list of individual prices of awarded construction
tenders exceeding NT$10 million (US$331,400); and (3) Procurement agencies are required to
use model contracts provided by PCC to reduce potential disputes.
The PCC organizes inspection teams to monitor all public procurement projects both at the
central and local levels, and publishes the bidding and inspection results. A task force
comprised of PCC staff and independent experts investigates complaints.
The authorities generally investigate allegations of corruption and take action to penalize
corrupt officials. From January to October 2012, prosecutors indicted 826 persons on various
corruption charges, including 55 senior officials (department director level and above) and
17 elected officials. There were several high-profile corruption cases involving senior officials
over the last year. Former Executive Yuan Secretary-General Lin Yi-shih was indicted in
October for receiving bribes amounting to NT$60 million (US$ 2.1 million), concealing illegal
gains and holding unaccountable assets. In December 2012, prosecutors indicted former
Director-General of the National Fire Agency Huang chi-min on corruption charges and
recommended a life sentence. Huang was accused of taking NT$19.24 million (US$662,426) in
bribes related to 9 of the agency's major procurement projects. In addition, former chief
secretary of the Criminal Investigation Bureau Hsu Jui-shan was indicted in December on
several charges including corruption and profiteering. Prosecutors recommended a
sentence of 15 years.
Former President Lee Teng-hui was indicted in June 2011 on charges of money laundering
and embezzling money from a secret diplomatic fund. Lee made his first court appearance
for a pretrial procedure in August. Further pretrial procedures are required before the case
goes to trial. In December 2010, former Taiwan president Chen Shui-bian began serving a 17year jail term after being convicted on corruption and money laundering charges and losing
an appeal to the Supreme Court. The Taiwan High Court ruled on November 1, 2012 that
Chen should serve 18 years and six months in jail and pay the fine amounting to NT 156 million
(US$5.38 million) for money laundering and corruption in three cases. The High Court also
announced on November 5, 2012 that Chen's wife, Wu Shu-chen should serve a sentence of
19 years and two months and pay NT 158 million (US$5.45 million) fine for money laundering,
corruption, influence peddling and perjury in six cases.
Attempting to bribe or accepting a bribe from Taiwan officials constitutes a criminal offense,
punishable under the Corruption Punishment Statute and the Criminal Code. The Corruption
Punishment Statute also treats payment of a bribe to a foreign official as a crime and makes
such a bribe subject to criminal prosecution. The maximum penalty for a public official
receiving a bribe is life imprisonment or a maximum fine of NT$100 million (US$3.3 million). For
those attempting to bribe officials, the maximum penalty is 7 years in prison and a fine of
NT$3 million (US$99,400). In addition, the offender will be barred from holding public office.
The assets obtained from acts of corruption are seized and turned over to either the injured
parties or the Treasury.
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Corruption and Government Transparency - Report by Global Security
Political Climate
Located off the southeastern coast of mainland China, Taiwan is one of the 'Four Asian
Tigers'. The manufacturing of electronics is its most important industrial sector and fuels its
export-driven economy. Taiwan has been virtually independent since the Kuomintang (KMT)
lost the civil war in China and fled to Taiwan in 1949. The KMT ruled Taiwan until March 2000,
when Chen Shui-bian (from the Democratic Progressive Party, DPP) won the presidential
election, ending more than 50 years of KMT monopoly rule in Taiwan. Chen Shui-bian was the
President of Taiwan from 2000 to 2008. In March 2008, Ma Ying-jeou, from the KMT, won the
presidential election, once again bringing the KMT back to power in Taiwan. He was reelected in January 2012.
According to Freedom House 2011, corruption remains an ongoing problem despite being
less pervasive than in the past. Political corruption is frequently reported in the mass media
and is prosecuted rigorously under the criminal law. A recent political scandal that has
received widespread media attention was the conviction of former President Chen Shui-bian
and his wife on corruption and money laundering charges. According to an October 2011
article by The New York Times, Chen-Shui-bian was given an 18-year prison sentence, in
addition to the 17 years he is already serving for corruption. Chen Shui-bian is the first
president in Taiwanese history to be indicted and convicted of corruption, despite his vows to
end decades of political corruption when he was elected in 2000, as reported in September
2009 articles by The New York Times and Taipei Times. Some family members and associates
of the former presidential couple, including their son and daughter-in-law, also received
prison sentences due to money laundering and other corruption-related crimes, according
to the same article by Taipei Times. Another major political corruption scandal came to light
in 2011, involving former President Lee Teng-hui, Chen Shui-bian's predecessor. Lee was
accused of embezzling USD 7.8 million in state funds during his 1988-2000 presidency.
According to a July 2011 article by The Financial Times, he faces possible life imprisonment if
convicted. Lee is the second former Taiwanese president to be charged with corruption.
In 2010, the judiciary has been hit by a string of corruption scandals (see more on 'judicial
system' in the Corruption Levels section). According to a July 2011 article by Taipei Times, this
has prompted President Ma Ying-jeou to establish a new anti-corruption agency, the Agency
Against Corruption (AAC), to exclusively focus on fighting corruption within government
agencies. It still remains to be seen how effective the AAC will be in tackling corruption.
According to Transparency International's Global Corruption Barometer 2010, 42% the
households perceive that the level of corruption in Taiwan has increased over the past 3
years. In the same survey, 37% of the respondents perceived the Taiwanese government's
fight against corruption to be 'effective', while 28% perceived it as 'ineffective'. According to
two other surveys conducted in 2011, cited in a February 2012 article by Focus Taiwan, more
than 80% of the surveyed citizens felt that government corruption had decreased since
President Ma Ying-jeou took office in 2008. Moreover, 86% of the respondents stated that
they have confidence in the AAC. The three most intolerable forms of corruption listed by the
respondents are: bribery in elections, illegal lobbying and the 'red envelope culture',
meaning giving civil servants money in red envelopes to influence them, according to the
surveys.
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Business and Corruption
Corruption does not appear to be very problematic for doing business in Taiwan, as
illustrated in the World Economic Forum Global Competitiveness Report 2011-2012. In fact,
the surveyed business executives rank corruption as one of the least problematic factors for
doing business. According to another survey, Bribe Payers Index 2011, released by
Transparency International, Taiwan ranks 19th out of 28 nations, indicating that the perceived
likelihood of Taiwanese companies engage in bribery abroad is relatively high. Transparency
International's Taiwan branch, as cited in a November 2011 article by Taipei Times, states that
Taiwan has made no progress since 2008, when the Bribe Payers Index 2008 was released.
According to Bribe Payers Index 2008, 17% of the surveyed companies stated that foreign
bribery in the form of bribing high-ranking politicians or political parties is a prevalent
practice, while 14% stated that it is a prevalent practice to bribe low-level public officials to
'speed things up'.
According to the household survey - Global Corruption Barometer 2010, conducted by
Transparency International, corruption within the business and private sector is perceived to
be pervasive, with approximately 19% of respondents evaluating it as 'extremely corrupt',
while less than 1% of respondents evaluating it as 'not at all corrupt'. Also, according to two
other household surveys conducted in 2011, cited in a February 2012 article by Focus Taiwan,
the most corrupt body listed by the respondents is conglomerates that influence government
policies, indicating that citizens do not think that the business and private sector have a high
degree of integrity. Finally, when respondents from the Global Corruption Barometer 2010
were asked which institutions they perceived to be affected by corruption, public
officials/civil servants scored 3.8 on a 5-point scale (1 being 'not at all corrupt' and 5
'extremely corrupt').
In July 2009, Taiwan acceded to the World Trade Organisation's Agreement on Government
Procurement (GPA), which embodies the principles of transparency, and fair and effective
competition. Taiwan is now obligated to open much of its government procurement projects
to international bidding by suppliers from other GPA members. According to the US
Department of State 2011, the Public Construction Commission (PCC) publishes all major
projects that require open bidding, in accordance with the requirements set by the GPA.
Nonetheless, according to a December 2011 article by Global Security, corruption is
pervasive in government procurement, particularly in public-sector construction projects. In
addition, local level construction tenders are reported to have the highest level of
corruption, according to the same article. For these reasons, companies are recommended
to use a specialised public procurement due diligence tool in order to mitigate corruption
risks related to public procurement in Taiwan. In addition, companies that planning to invest
in or are already doing business in Taiwan are highly recommended to implement integrity
systems and to conduct extensive due diligence when contracting agents to facilitate
business transactions in Taiwan.
Regulatory Environment
In June 2010, Taiwan signed the Economic Cooperation Framework Agreement (ECFA) with
China, a preferential trade agreement between the two governments aiming to reduce
trade tariffs. According to the US Department of State 2011, the pact is expected to
contribute to the already robust investment climate in the upcoming years. According to the
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same report, in order to improve the investment climate, Taiwan has removed the list of
permitted investments, but still maintains a 'negative' list of industries closed to foreign
investment on the grounds of security and environmental protection reasons. Liberalisation
has reduced that list to less than 1% of manufacturing categories and less than 5% of service
industries. Railway transport, freight transport by small trucks, pesticide manufacture, real
estate development, brokerage, leasing and trading are all open to foreign investment.
According to the World Bank & IFC Doing Business 2012, Taiwan has eased the business startup process by implementing an online one-stop shop (in Chinese) for business registration.
The online one-stop shop is set up by the Ministry of Economic Affairs (MOEA), and has been
operational since May 2011. Starting a company in Taiwan requires an entrepreneur to go
through 3 procedures, taking an average of 10 days at a cost of only 2.5% of per capita
income - which is less time-consuming, less cumbersome and less costly than the regional
and the OCED average. According to the World Economic Forum Global Competitiveness
Report 2011-2012, business executives rank policy instability and inefficient government
bureaucracy as the two most problematic factors for doing business in Taiwan. When
business executives are asked about the burden of government regulations, they give
Taiwan a score of 3.8 on a 7-point scale (1 'extremely burdensome' and 7 'not burdensome
at all'). However, Taiwan is still ranked relatively high amongst the 142 economies, where the
highest ranking represents the lowest burden of government regulations.
According to the US Department of State 2011, Taiwan has a set of comprehensive
commercial laws, and the court system is generally perceived as independent and free from
political interference. Taiwan's Arbitration Law was amended in 1998 to comply with
international practices and many of its provisions are influenced by the Model Law
promulgated by the United Nations Commission on International Trade Law (UNCITRAL Model
Law). Property rights are generally protected and enforced through a registration system.
According the same report, disputes are normally resolved according to domestic laws and
regulations, and based on national treatment or investment guaranty agreements. Taiwan is
not a member of the International Centre for the Settlement of Investment Disputes (ICSID)
and not a party to the New York Convention 1958. Access the Lexadin World Law Guide for
a collection of legislation in Taiwan.
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Section 3 - Economy

Taiwan has a dynamic capitalist economy with gradually decreasing government guidance
of investment and foreign trade. Exports, led by electronics, machinery, and petrochemicals
have provided the primary impetus for economic development. This heavy dependence on
exports exposes the economy to fluctuations in world demand. Taiwan's diplomatic isolation,
low birth rate, and rapidly aging population are other major long-term challenges. Free trade
agreements have proliferated in East Asia over the past several years, and following the
landmark Economic Cooperation Framework Agreement (ECFA) signed with China in June
2010, Taiwan in July 2013 signed a free trade deal with New Zealand—Taipei’s first-ever with a
country with which it does not maintain diplomatic relations—and in November inked a
trade pact with Singapore. Negotiations continue on follow-on components of ECFA
regarding trade in goods and a dispute resolution mechanism; a trade in services agreement
is under review in the legislature. Taiwan's Total Fertility rate of just over one child per woman
is among the lowest in the world, raising the prospect of future labor shortages, falling
domestic demand, and declining tax revenues. Taiwan's population is aging quickly, with the
number of people over 65 accounting for 11.2% of the island's total population as of 2012.
The island runs a large overall trade surplus largely because of its surplus with China, and its
foreign reserves are the world's sixth largest, behind China, Japan, Saudi Arabia, Russia, and
Switzerland. In 2006 China overtook the US to become Taiwan's second-largest source of
imports after Japan. China is also the island's number one destination for foreign direct
investment. Taiwan since 2009 has gradually loosened rules governing Chinese investment on
the island, and has also secured greater market access for its investors in the mainland. In
August 2012, Taiwan Central Bank signed a memorandum of understanding on cross-Strait
currency settlement with its Chinese counterpart. The MOU allows for the direct settlement of
Chinese RMB and the New Taiwan dollar across the Strait, which could help develop Taiwan
into a local RMB hub. Closer economic links with the mainland bring greater opportunities for
the Taiwan economy, but also poses new challenges as the island becomes more
economically dependent on China while political differences remain unresolved.

Agriculture - products:
rice, vegetables, fruit, tea, flowers; pigs, poultry; fish
Industries:
electronics, communications and information technology products, petroleum refining,
armaments, chemicals, textiles, iron and steel, machinery, cement, food processing, vehicles,
consumer products, pharmaceuticals
Exports - commodities:
electronics, flat panels, machinery; metals; textiles, plastics, chemicals; optical,
photographic, measuring, and medical instruments
Exports - partners:
China 27.1%, Hong Kong 13.2%, US 10.3%, Japan 6.4%, Singapore 4.4% (2012 est.)
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Imports - commodities:
electronics, machinery, crude petroleum, precision instruments, organic chemicals, metals
Imports - partners:
Japan 17.6%, China 16.1%, US 9.5% (2012 est.)

Banking

As of 2010, Taiwan has a Central Bank, 37 domestic banks (with 3,326 branch offices), and 29
foreign banks (with 98 branch offices). In addition, there are 26 credit cooperatives, 276
farmers’ credit unions, and 25 fishermen’s credit unions. These banks, cooperatives, and
credit unions have traditionally played a dominant role in finance on the island.
The Central Bank performs all of the functions normally associated with central banks in other
countries. It issues currency, manages foreign-exchange reserves, handles treasury receipts
and disbursements, sets interest-rate policy, oversees the operations of local financial
institutions, and serves as a lender of last resort.
Taiwan’s domestic banks offer a wide range of services – receiving deposits, making loans,
handling trade financing and providing guarantees, and discounting bills and notes. Most
are also involved in the securities business, in underwriting and trading securities and
managing bond and debenture issues, as well as in providing savings- account facilities. The
Mega International Commercial Bank assists with long-term financing for industries and
projects, while the Export-Import Bank of the Republic of China and the Farmers Bank focus
on trade financing and agricultural development, respectively.
Foreign banking institutions have played an important role on the financial scene. Foreign
banks are essentially treated like domestic commercial banks; they are permitted to engage
in trade financing, foreign-exchange dealings, private and corporate lending, and various
kinds of trust businesses. In order to build a greater overall market presence, many foreign
banking institutions also concentrate on the development of consumer loan and credit card
services.

Stock Exchange

Taiwan's capital market is mature and active. According to the most recent available data,
as of November 2010, 747 companies were listed on the Taiwan Stock Exchange (TAIEX). The
ratio of the market value of listed companies to GDP was 162.9%. The market value of the
listed companies in Taiwan was at US$ 734 billion. The transaction volume of Taiwan's
securities and stock exchange market reached US$ 990 billion, and the turnover rate of the
transaction volume was 178.3% in 2010.
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Section 4 - Investment Climate

Executive Summary
Strategically located between Northeast and Southeast Asia, Taiwan is an important hub for
regional and global trade and investment, especially in the high-technology industry.
Indicative of its developed and open investment environment, Taiwan ranks in the upper
tenth percentile of major global indices measuring ease of doing business, economic
freedom, and competitiveness. Taiwan’s investment climate has improved in recent years
with expanded cross-Strait trade with mainland China and expansion of trade links with other
partners in the Asia Pacific region, as well as reforms to enhance protection of intellectual
property rights and rationalize other investment-related regulations. As a relatively open and
liberal economy, Taiwan has historically benefited from substantial foreign direct investment,
with a total stock of US$126 billion in approved investments as of 2013. Last year saw lower
than expected GDP growth of 2.11%, negatively affected by demand-side contractions in
Taiwan’s export sector, and an 11.3% decline in year-on-year foreign investment. The U.S.Taiwan investment relationship remains mutually beneficial with ample room to grow. The
United States is Taiwan’s largest source of foreign investment, with the stock of committed
U.S. foreign direct investment reaching $16.5 billion in 2012, and sales of services to Taiwan by
U.S. majority-owned affiliates totaled over $7 billion in 2011.
Remaining structural challenges in Taiwan’s investment environment include stalled progress
on privatization of Taiwan’s state-owned enterprises, which exert considerable influence in
the utilities, aerospace, energy, postal, transportation, and financial and real estate sectors.
Foreign ownership limits remain in place for wireless and fixed-line telecommunications,
television broadcast, and transportation. Restrictions on investments from mainland China
have been gradually relaxed as cross-Strait ties have improved. The Central Bank retains a
currency convertibility policy that could require large transactions involving transfer of New
Taiwan Dollars that could impact the foreign exchange market to be scheduled over several
days.
Over the past year, Taiwan’s financial regulatory authorities have taken steps to address
concerns raised by investors regarding the transparency and predictability of Taiwan’s
foreign investment approval process. Proposed amendments to investment-related statutes,
currently pending legislative review, would clarify review criteria for merger and acquisition
transactions and subject fewer investment applications to mandatory regulatory review. In
January 2014, the current administration announced Taiwan’s intent to undertake significant
liberalization to prepare Taiwan for potential entry into regional trade blocs, which included
a review of longstanding gaps in intellectual property protection for pharmaceuticals. The
results of this review process and Taiwan’s ability to legislate recommended reforms are
expected to be the primary determinants of the quality of Taiwan’s investment environment
in the coming year.
1. Openness To, and Restrictions Upon, Foreign Investment
Strategically located between North and Southeast Asia, Taiwan is a critical hub for regional
and global trade and investment. Expanded cross-Strait trade with mainland China through
the Economic Cooperation Framework Agreement (ECFA) signed in 2010 improved Taiwan's
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investment climate by reducing tariffs and other commercial barriers. In 2013, inward foreign
direct investment (FDI) declined by 11.2% after posting a 12.2% growth in 2012. Taiwan’s
many science and industrial parks, export processing zones, and free trade zones aim to
expand trade and investment opportunities by granting tax incentives, tariff exemptions, lowinterest loans, and other favorable terms. However, Taiwan’s overall economic performance
over the past year remained subdued as a result of persistent weak growth in its major export
markets. GDP growth in 2013 was 2.11%, up from 1.48% in 2012. In its Doing Business 2014
report, the World Bank ranked Taiwan 16th out of 189 economies for "Ease of Doing Business",
unchanged from last year after rising from 25th in 2011.
Table 1
Measure

Year

Index/Ranking

World Bank Doing
Business

2014

16th

TI Corruption Index

2012

37th

Heritage Economic
Freedom

2014

17th

Legatum Prosperity
Index

2013

22nd

WEF Global
Competitiveness
Report

2013

12th

Taiwan maintains a "negative" list of industries closed to foreign investment for reasons its
authorities assert relate to security and environmental protection, including public utilities,
power distribution, natural gas, postal service, telecommunications, mass media, and air and
sea transportation. These sectors constitute less than 1% of manufacturing in Taiwan and less
than 5% of the island’s service sector. Railway transport, freight transport by small trucks,
pesticide manufacture, real estate development, brokerage, leasing, and trading are all
open to foreign investment.
While most foreign ownership limits have been removed, the foreign ownership limit on
wireless and fixed line telecommunications firms is 60%, including a foreign direct investment
limit of 49%. State-owned Chunghwa Telecom Co., which controls 97% of the fixed line
telecom market, maintains a 55% limit on indirect foreign investment and a 49% limit on direct
foreign investment. There is a 20% limit on foreign direct investment in cable television
broadcast services, but foreign ownership of up to 60% is allowed through indirect investment
via a Taiwan entity. Foreign investors control one of Taiwan’s five largest cable TV networks. In
addition, there is a foreign ownership limit of 49.99% for satellite television broadcasting
services and piped distribution of natural gas, and a 49% limit for high-speed railways. The
foreign ownership cap on ground-handling firms, air-catering companies, aviation
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transportation businesses (airlines), and general aviation business (commercial helicopters
and business jet planes) is less than 50%, with a separate limit of 25% for any single foreign
investor. For Taiwan-flagged merchant ships, foreign investment is limited to 50% for Taiwan
shipping companies operating international routes.
Regulations governing foreign direct investment principally derive from the Statute for
Investment by Foreign Nationals (SIFN) and the Statute for Investment by Overseas Chinese
(SIOC). These two laws permit foreign investors to use either foreign currencies or New Taiwan
Dollars (NTD). Since 2006, NTD loans obtained from local banks can serve as sources of
foreign direct investment. Both the SIFN and the SIOC specify that foreign-invested
enterprises must receive the same regulatory treatment accorded local firms. Foreign
companies may invest in state-owned firms undergoing privatization and are eligible to
participate in publicly-financed research and development programs. In late 2012, in pursuit
of greater economic liberalization, the Executive Yuan passed the preliminary amendments
to SIFN and SIOC, which are currently under the review by the Legislature. If passed, foreign
investors would no longer need to secure pre-approval but could instead report the
investment to the Investment Commission (IC) of the Ministry of Economic Affairs (MOEA)
within a certain period of time after implementation, as long as the investment fell under a
certain threshold. However, ex ante approval would still be required for investments in
restricted industries and those exceeding the threshold.
Taiwan has been gradually relaxing restrictions on investments from the People’s Republic of
China (PRC, or “mainland China”) as cross-Strait relations have improved. Since 2009, Taiwan
has eased restrictions on investments from mainland China in three stages. Most of Taiwan's
manufacturing industry and half of its services and public construction sectors are now open
to mainland investment. However, due to restrictions limiting percentage of ownership, and
restrictions on mainland investors' participation in Taiwan business operations, investment
liberalization to date has not drawn significant interest from mainland investors. In June 2013,
Taiwan signed the cross-Strait Agreement on Trade in Services with mainland China under the
ECFA, but legislative review of the Agreement has stalled due to strong public opposition.
In 2009, Taiwan launched the first phase of opening up to mainland Chinese investment.
Under its new “Regulations Governing Permission for People from the Mainland Area to Invest
in Taiwan,” Taiwan has opened 64 sectors in manufacturing, 117 in services, and 11 in public
construction. In order to own shares in a Taiwan company or establish a presence in Taiwan,
mainland entities and foreign companies in which mainland entities have over a 30% share
must first obtain permission from the interagency Investment Commission (IC) convened by
the Ministry of Economic Affairs (MOEA). The Taiwan authorities may also prohibit or restrict
investment from mainland Chinese enterprises that: (1) have military shareholders or a military
purpose; (2) would create a monopoly; (3)would threaten national security, or; (4) would
negatively impact domestic economic development, according to the above-cited
regulation.
Ina second round of cross-Strait investment liberalization, Taiwan announced in 2011 an
additional 42 categories, including 25 sectors in manufacturing, 8 in services and 9 in public
infrastructure, which would be open for investment from mainland China. The manufacturing
categories include medical devices, machinery for making metal products, and
petrochemicals. In March 2012, Taiwan announced a third tranche of relaxed restrictions on
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mainland investments. As a result, Taiwan has opened more than two-thirds of Taiwan's
aggregate industrial categories to mainland China investors, with manufacturing topping the
list, in which 97% of the sector is now open to mainland Chinese capital. In the public
construction and service sectors, investment shares open to mainland investors expanded to
51 percent. Mainland Chinese investors, however, continue to be prohibited from serving as
a Taiwan company's Chief Executive Officer, although a mainland Chinese board member
may retain management control rights of a Taiwan company.
Press reports indicate that in a subsequent fourth round of liberalization of mainland Chinese
investment in Taiwan, MOEA plans to remove prohibitions on mainland ownership of
controlling stakes in 7 key industries, including light emitting diode (LED) displays, integrated
circuit assemblies, semiconductor manufacturing equipment, semiconductor packaging
and testing, metal cutting tool machines, and solar batteries. MOEA proposes to impose a
shareholding ceiling of 50% for mainland Chinese investment in these industries, and retain a
mechanism for screening investment applications on a case-by-case basis. As a result of the
controversy over the cross-Strait Agreement on Trade in Services, this fourth stage of crossStrait investment liberalization, which was originally expected to launch in late 2013, has
been put on hold.
Taiwan expects that these investment liberalization measures with mainland China will
enhance bilateral cooperation in forming cross-Strait industrial supply chains. As of 2013,
Taiwan approved 483 investment applications from mainland China totaling US$864.5 million,
with investment in port facilities and banking operations each accounting for 16% of total
mainland investment. In the banking industry, there are now three mainland banks (out of
four which have qualified) that have established branches in Taiwan.
MOEA's IC screens applications for investment, acquisitions, and mergers. Ninety-five percent
of projects that are not on the negative list generally obtain approval within three working
days, according to the IC website. Specifically, approval of projects with an investment
value of less than NT$500 million (US$16.5 million) is generally granted within two working days
at the IC division chief level. For investments between NT$500 million and NT$1 billion (US$33
million) that are not on the negative list, approval authority rests with the IC Executive
Secretary and normally are also granted within three working days. Approval of investments
above NT$1 billion or on the negative list requires three weeks, as these investments must be
referred to the relevant supervisory ministries and require approval of the IC Chairman or IC
Executive Secretary. Investments involving mergers and acquisitions require screening at the
monthly meeting of an inter-ministerial commission. To address increased concern over the
potential risk of more opening to mainland Chinese investment, starting in April 2014, the
National Security Bureau will take part in every review meeting for foreign investment
applications regardless of the nature or size of the investment.
2. Conversion and Transfer Policies
There are relatively few restrictions in Taiwan on converting or transferring direct investment
funds. Foreign investors with approved investments can readily obtain foreign exchange from
a large number of designated banks. The remittance of capital invested in Taiwan must be
reported in advance to the IC, but IC approval is not required. Declared earnings, capital
gains, dividends, royalties, management fees, and other returns on investments can be
repatriated at any time. For large transactions requiring the exchange of NTD into foreign
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currency that could potentially disrupt Taiwan's foreign exchange market, the Central Bank
may require the transaction to be scheduled over several days. There is no written guideline
on the size of such transactions, but according to law firms servicing foreign investors,
amounts in excess of US$100 million may be affected. Capital movements arising from trade
in merchandise and services, as well as from debt servicing, are not restricted. No prior
approval is required for movement of foreign currency funds not requiring exchange
between NTD and foreign currency. No prior approval is required if the cumulative amount
of inward or outward remittances does not exceed the annual limit of US$5 million for an
individual or US$50 million for a corporate entity.
Total outbound investment may not exceed 40% of an investing company's net worth or
paid-in capital (whichever is less), unless it is a professional investment company, the
company charter waived the 40% limit, or such investment is approved by shareholders. If the
amount of investment exceeds US$50 million, the company must file an application with
MOEA's IC. Otherwise, a local company is not required to obtain prior approval for overseas
investments, except with respect to investments in mainland China.
Taiwan has relaxed restrictions on direct investment in mainland China. Taiwan investors are
permitted to invest in the majority of manufacturing and service categories in the mainland.
The IC, however, continues to prohibit investments in mainland China's agricultural, hightechnology, telecommunications and basic infrastructure sectors. Taiwan entities are not
required to go through a third jurisdiction to make their investments on the mainland. In 2008,
authorities raised the annual ceiling on an individual's investment in mainland China from
US$2.5 million to US$5 million. The ceiling on small and medium enterprise investment in
mainland China is either US$2.5 million or 60% of the investing firm's net worth, whichever is
higher. For large enterprises, total investment in mainland China is capped at 60% of net
worth. This cap, however, does not apply to foreign subsidiaries in Taiwan. For investments
below US$1 million, approval is not required, but investors must report the investment to the IC
within six months. For investments between US$1 million and US$50 million, approval can be
granted in two weeks. Taiwan authorities require an investor to submit a quarterly financial
report if the cumulative investment in a project exceeds US$50 million.
Taiwan authorities have encouraged investment in Southeast Asia and India. Investments are
also encouraged in a number of countries with which Taiwan has diplomatic relations, mainly
in Central America. Incentives include loans and/or overseas investment insurance from
Taiwan's Export-Import Bank. Since ECFA's signing, the authorities have also significantly
increased promotion activities designed to attract more foreign direct investment.
3. Expropriation and Compensation
The U.S. Government is not aware of any previous or recent cases of nationalization or
expropriation of foreign-invested assets in Taiwan. There are no reports of "creeping
expropriation" or official actions tantamount to expropriation. Under Taiwan law, no venture
with 45% or more foreign investment can be nationalized, as long as the 45% capital
contribution ratio remains unchanged for a period of 20 years after the establishment of the
foreign business. Expropriation can be justified only for national defense needs, in which case
"reasonable" compensation must be provided.
4. Dispute Settlement
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Taiwan is not a member of the International Center for the Settlement of Investment Disputes
(ICSID), established by the World Bank to provide arbitration and conciliation services for
governments and foreign investors. Foreign investment disputes with the Taiwan authorities
are not common. Normally, Taiwan resolves disputes according to domestic laws and
regulations, and based on national treatment or investment guarantee agreements. Taiwan
has implemented investment guaranty agreements with 31 nations, the latest of which are
bilateral investment protection agreements signed with Japan in September 2011 and
mainland China in August 2012. Taiwan is also in the process of negotiating an investment
dispute settlement agreement with the mainland under ECFA.
Taiwan has comprehensive commercial laws, including the Company Law, Commercial
Registration Law, Business Registration Law, and Commercial Accounting Law, as well as laws
governing specific industries. Taiwan's Bankruptcy Law guarantees that all creditors have the
right to share the assets of a bankrupt debtor on a proportional basis. Secured interests in
property are recognized and enforced through a registration system.
Taiwan's court system is generally viewed as independent and free from overt interference
by the other official branches. Judges often bear a significant workload. As a result, special
courts have been set up to resolve minor cases expeditiously. The judgments of foreign courts
with jurisdictional authority are enforced in Taiwan by local courts on a reciprocal basis.
The latest version of Taiwan's Arbitration Law, implemented in 1998, sought to bring its
arbitration regime into line with international practices. Many provisions in the Arbitration Law
are influenced by the Model Law promulgated by the United Nations Commission on
International Trade Law (“UNCITRAL Model Law”). The Chinese Arbitration Association, Taipei
(the Association) is a non-profit organization established by the Ministry of Interior. The
Association has 30 cooperative agreements with other arbitration institutions across the
globe. The Association has managed disputes in sectors including construction, maritime,
securities, international trade, intellectual property rights (IPR), insurance, cross-strait disputes,
and information technology. By agreement, disputants in a case can determine the
governing law of the dispute, rules of procedures, language used in proceedings, authority
of the arbitrators, place and location of the arbitration, time of the hearing, and extension of
the time limit to render the arbitral award, among other factors.
5. Performance Requirements and Incentives
Since its accession to the World Trade Organization (WTO) in 2002, Taiwan has discontinued
performance requirements. Taiwan does not require foreign firms to transfer technology,
locate in specified areas, or hire a minimum number of local employees as a prerequisite to
investment.
Manufacturing firms located in export-processing zones and science-based industrial parks
are required to export all of their output in order to obtain tariff-free treatment of production
inputs. However, these firms may sell their products in the domestic market upon payment of
relevant import duties.
Under the WTO, Taiwan agreed it would phase out industrial offset requirements (IOR) for
non-military public procurement and apply IOR only to military procurement, consistent with
the practice of other GPA members, when it acceded to the Agreement on Government
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Procurement (GPA) in 2009. Taiwan began reducing the IOR coverage of non-military
procurements in 2004, and fully eliminated IOR practices for non-military procurement in
2012. The threshold of US$5 million with a minimum offset of 40% for military procurements has
been maintained since 2010. As the result of legislative pressure, the offset ratio in 2009
reached 70% in several cases of military procurement.
Taiwan began allowing industrial offset contracts (IOCs) in 1988. Since then, Taiwan has
signed 127 IOCs with 56 suppliers from 12 countries. The commitment value of these contracts
total US$111.8 billion credit points. Realized contracts are valued at US$6.6 billion credit
points, while pre-approved contracts amount to US$9.2 billion credit points. Both direct and
indirect offsets are acceptable. Credit points application distribution was as follows: Fortyfour percent of the total realized credit point value was directed to technology transfers,
14.7% to foreign direct investment in Taiwan, 17.9% to procurement from Taiwan, 4.6% to
trade promotion, 6.4% to personnel training, 2.4% to assessment certification, and 0.7% to
R&D. Taiwan has published industrial offset rules in both Chinese and English, and has made
them accessible to the public online.
The United States remains concerned that terms and conditions for model public
procurement projects determined by the Taiwan authorities impose large indirect and
unforeseeable liabilities on contractors and thereby prevent U.S. firms from bidding on
projects.
6. Right to Private Ownership and Establishment
Private investors in Taiwan have the right to establish and own business enterprises, except in
a limited number of industries involving national security and environmental protection.
Private entities can freely acquire and dispose of interests in business enterprises. Private firms
have the same access as state-owned companies to markets, credit, licenses, and supplies.
Taiwan authorities have eliminated most state-owned monopolies, with the exception of
some companies in the health insurance, financial, and power and water utility sectors.
7. Protection of Property Rights
Taiwan is not a member of the World Intellectual Property Organization (WIPO) but adheres
to key international agreements such as the Berne Convention and the Agreement on Traderelated Aspects of Intellectual Property Rights (TRIPS). Reflecting Taiwan's IPR legal regime
and enforcement advances, the Office of the U.S. Trade Representative (USTR) removed
Taiwan from the Special 301 Watch List in 2009. The United States, however, remains
concerned about a number of IPR issues in Taiwan, including online piracy of copyrighted
materials, illegal textbook copy on university campuses, inadequate protection for the
packaging, configuration, and outward appearance (trade dress), end-user piracy of
software, signal theft of cable TV, corporate trade secret theft, and weak pharmaceutical
patent protection. The importation and transshipment of counterfeit products from mainland
China is also a problem. The United States is actively working with the Taiwan authorities to
address these issues.
The Pharmaceutical Law, as amended in 2004 and 2007, increased penalties for the
production, distribution and sale of counterfeit medicines. The law authorizes
pharmaceutical data exclusivity for five years to prevent unfair commercial data use, the
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same exclusivity period as in the United States for chemical drugs. However, the law currently
does not cover new indications or biological pharmaceuticals. Taiwan does not currently
have a Patent Linkage system, resulting in several cases of generic drugs gaining approval
and reimbursement despite the existence of a valid patent. In response, in April 2014 Taiwan
established a task force to conduct studies on establishing a patent linkage system. Taiwan’s
patent application review period is expected to shorten from an average of 41 months in
2013 to less than 22 months in 2016 months following the establishment of Patent Service
Center in May of 2012 and implementation of Patent Prosecution Highway (PPH) agreements
with the United States and Japan in 2011 and 2012, respectively.
In May 2011, the Legislative Yuan passed an amendment to the Trademark Law, which is
modeled after the 2006 "Singapore Treaty on the Law of Trademark." The amendment
maintains adherence of Taiwan's trademark law to international standards and expands IPR
protections to trademarked goods by extending the scope of goods eligible for protection,
broadening the conditions in which infringement shall be deemed to have occurred, and
strengthening customs enforcement mechanisms for trademarked goods. The amendment is
designed to increase the protection of well-known trademarks and impose stronger penalties
on infringers who sell fake commodities through the Internet and electronic media.
The Ministry of Economic Affairs' Intellectual Property Office (TIPO) and other relevant
agencies have adopted programs to protect intellectual property rights. Examples include:
•

The Judicial Yuan inaugurated in 2008 an Intellectual Property Court authorized to
handle all new civil and administrative intellectual property (IP) litigation, as well as
appeals on criminal cases to streamline and improve the quality of judicial
procedures in IP cases.

•

Taiwan authorities have strengthened cooperation with foreign enforcement
agencies, including signing an IP cooperation and protection agreement with
mainland China in 2010 to combat Internet-related IPR violations.

•

The Ministry of Education (MOE) continues to implement an IPR action plan to
combat unauthorized textbook copying and illegal downloads on academic
computer networks. January 2014 amendments to the action plan are intended to
reinforce internal university control mechanisms and improve awareness of IPR
protection.

Regarding trade secret infringement, the Legislative Yuan in January 2013 passed an
amendment to the Trade Secrets Law to levy more significant penalties for corporate IP theft,
including a maximum five-year jail sentence and a NT$50 million (US$1.7 million) fine, with
increased penalties -- including up to 10 years imprisonment -- for trade secrets taken to
other countries, including mainland China. To improve law enforcement procedures for
collecting evidence, the Legislative Yuan in January 2014 passed amendments to the
Communications Security and Surveillance Act. The amendments allow investigators and
prosecutors to conduct wiretapping in trade secret infringement case involving jurisdictions
outside Taiwan, such as mainland China. Affected local and foreign firms continue to
encourage development of further judicial measures, including through witness protection
for trade secrets case and by shifting the part burden of proof to defendants.
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In January 2014, the LY passed amendments to the Patent Act that allows patentees to
request Taiwan Customs authorities to suspend clearance and detain goods suspected of
infringing their patent rights. An affected rights holder must submit a written statement
detailing the infringement allegation and a security deposit equivalent to the import value. If
final judgment confirms that the detained goods have infringed the patentee’s rights, the
owner of the detained goods will be responsible for all relevant expenses incurred.
Implementing regulations governing detention of suspected patent-infringing goods took
effect with the amendments in March 2014.
Resources for Rights Holders:
•

Taiwan Intellectual Property Office, MOEA: http://www.tipo.gov.tw

Contact at AIT
•

Kris Kvols

•

Economic Officer

•

+886-2162-2000

•

TaipeiICS@state.gov

For additional information about treaty obligations and points of contact at local IP offices,
please see WIPO’s country profiles at http://www.wipo.int/directory/en/.
Local lawyers list: http://photos.state.gov/libraries/aittaiwan/171414/acs/listofattorneys11122013.pdf
8. Transparency of Regulatory System
Taiwan has a set of comprehensive laws and regulations regarding taxes, labor, health, and
safety. In addition to tax incentives, Taiwan’s science and industrial parks and export
processing zones present streamlined bureaucratic procedures for the investment
application process. Outside of these areas, the Department of Investment Services (DOIS) of
the Ministry of Economic Affairs functions as the coordinator between investors and all
agencies involved in the investment process. The MOEA’s IC is charged with reviewing and
approving inbound and outbound investments.
Taiwan has simplified work-permit procedures for foreign “white-collar” employees. The
Council of Labor Affairs (CLA) issues work permits for all white-collar workers through a single
window service portal. Employers can apply on-line for work permits for their foreign
employees, which are typically issued within 7 to10 days and may be extended indefinitely
as long as the employer considers the employment necessary.
Since January 2012, Taiwan employers are able to hire “blue collar” foreign workers online
through a network system designed by the Council of Labor Affairs. This system is expected to
save employers and foreign workers NT$63,000 (US$2,170) in administrative costs and will
reduce the hiring process from an average of 3 months to 30 working days. NGOs, however,
have argued that complicated procedures and restrictions on use of both the Service
Center and the online service have prevented widespread implementation, and they
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advocate lifting restrictions on transfers between employers. The maximum duration of
foreign workers' stay in Taiwan is 12 years.
Foreign white-collar workers are required to hold a bachelor's degree and two years of
relevant work experience to enter Taiwan's job market. There are no job experience
requirements, however, for foreign management professionals employed in research and
development (R&D) centers, international firms operations headquarters, and firms in
designated industries. White-collar workers with a master’s degree or above are not subject
to any job experience requirement for employment in Taiwan. Those with lower education
levels employed in non-professional or technical positions are required to have relevant job
experience. Foreign white collar workers have the right to obtain permanent residence status
after they have legally stayed in Taiwan for seven consecutive years, with a minimum time of
residence of 180 days per year. The seven-year requirement is waived for high-tech
professionals and those who have made "significant contributions" to Taiwan. Blue collar
workers have no such rights to obtain permanent residence status automatically after seven
years' legal residence.
There are simplified entry-visa issuance procedures for foreign white-collar workers who work
for foreign companies. A foreign executive who enters Taiwan with a tourist visa is not
required to leave the island in order to convert the tourist visa to an employment visa.
Similarly, a foreign executive whose employment visa expires is not required to leave in order
to renew the visa.
9. Efficient Capital Markets and Portfolio Investment
Taiwan's capital market is mature and active. As of December 2013, 838 companies were
listed on the Taiwan Stock Exchange (TAIEX). In July 2012, despite strong resistance from the
business lobby, Taiwan's Legislative Yuan passed amendments to introduce a capital gains
tax on the sales of securities, effective January 1, 2013. The ratio of the market value of listed
companies to GDP was 151.68% in 2012 (latest available data from TAIEX). The market value
of listed companies in Taiwan was US$823 billion as of December 2013. The transaction
volume of Taiwan's securities and stock exchange market dropped from the previous year's
US$678.5 billion in 2012 to US$624.0 billion in 2013, and the turnover rate in transaction volume
decreased to 82.64% of 2013 from last year's 97.33%. A wide variety of credit instruments, all
allocated on market terms, are available to both domestic- and foreign-invested firms. Legal
accounting systems are largely transparent and consistent with international standards. In
response to foreign and domestic financial institutions’ concerns in recent years about nontransparent transaction reviews by Taiwan’s main financial regulatory body, the Financial
Supervisory Commission (FSC) has sought to clarify review criteria and enhance transparency
through proposed amendments to the Business Mergers and Acquisitions Act, currently
pending legislative review. Foreign portfolio investors are not subject to foreign ownership
limits except in a limited number of industries. As part of the Executive Yuan’s Free Economic
Pilot Zone (FEPZ) plan, which aims to promote economic liberalization through a graduated
process in which regulations are loosened in certain geographical zones and in certain
sectors, in late 2013, Taiwan’s FSC switched to a negative list approach toward local banks’
overseas banking units (OBU) businesses not involving the conversion of the NTD and allowed
local securities houses to operate overseas securities units (OSU) businesses.
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In recent years, Taiwan authorities have taken steps to encourage a more efficient flow of
financial resources and credit. The limit on NTD deposits that a branch of a foreign bank may
hold has been lifted. Non-residents are permitted to open NTD bank accounts, though they
are subject to capital-flow controls which limit each remittance to US$100,000. There are no
restrictions on residents opening bank accounts overseas. A freeze on new bank branches,
designed to encourage consolidation in the banking industry, was removed in 2007,
although both foreign and domestic banks still require case-by-case approval to open new
branches. In 2013, the FSC lifted a previous requirement that foreign banks merge branch
operations into newly opened subsidiaries, thereby allowing them keep both branch and
subsidiary operations in Taiwan. Restrictions on capital flows relating to portfolio investment
have also been removed. The banking, insurance and securities industries have been
liberalized to a certain extent and are open to foreign investment. Since 2012, mainland
Chinese banks have been allowed to acquire stakes of Taiwan banks, with a 10% ceiling on
total mainland investment in a given Taiwan financial institution. Foreign institutional investors
currently are allowed to enter Taiwan’s market without restrictions. There is no minimum asset
requirement. On-shore foreign investors are subject to annual capital flow limits of US$5
million for an individual foreign investor and US$50 million for an unregistered foreign
company.
Taiwan has removed legal limits on foreign ownership in most companies listed on the TAIEX,
with the exception of public utilities, power distribution, natural gas, postal service,
telecommunications, mass media firms, and air and sea transportation industries. There have
been no reports of private or official efforts to restrict the participation of foreign-invested
firms in industry standards-setting consortia or organizations.
Since the mid-1980s, the financial sector as a whole has been steadily opening to private
investment, although Taiwan continues to tightly regulate its banking system. The market
share held by foreign banks was relatively small until 5 foreign banks and 3 foreign private
equity funds completed their acquisitions of Taiwan banks in 2007 and 2008. Over the past
decade, 9 state-owned banks have been privatized. The only Taiwan-based reinsurance
company was privatized in 2002. Banks that have some form of state ownership or control,
including the 3 remaining banks wholly owned by the state, dominate Taiwan’s banking
sector and hold a market share of nearly 53.2% as of January 2014.
10. Competition from State Owned Enterprises
Taiwan launched privatization programs in 1989 and succeeded in turning over most of its
state-owned enterprises (SOEs) to private industries. As of December 2012, Taiwan authorities
still controlled 19 SOEs, including official agencies such as the Central Bank, the Bureau of
National Health Insurance, and the Export-Import Bank of the ROC, which have no privatesector competitors.
Progress toward privatizing some of the remaining SOEs has stalled since 2007, largely due to
opposition from SOE employees. Currently, there is no timetable for privatizing existing SOEs.
While limited in number, some of Taiwan's SOEs are large in scale and exert significant
influence in their industries. Examples include monopolies such as Taiwan Power Company
(Taipower) and Taiwan Water Co., as well as the island's only aerospace product
manufacturer, Aerospace Industrial Development Co. (AIDC), and industry giants Chinese
Petroleum Co. (CPC), Taiwan Tobacco & Liquor Co., Chunghwa Post Company, Taiwan
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Sugar Co., Taiwan Railways Administration, Taiwan Financial Holdings, and the Taiwan Land
Bank. CPC controls over 70% of Taiwan’s gasoline retail market. With the exception of the
state monopolies, SOEs compete directly with private companies.
SOEs typically have an independent board of directors, and senior management is not
required to report directly to a line minister or consult with authorities before making business
decisions, except in rare cases. The authorities, however, can appoint officials to serve in a
certain number of board member positions.
The Taiwan authorities continue to hold minority shares and exert some control over some
former SOEs that have been privatized, including through managing appointments to the
board of directors. These enterprises include Chunghwa Telecom, China Steel, Taiwan
Fertilizer Co., Taiyen (Taiwan Salt), China Shipbuilding Co., Yang Ming Marine Transportation
Co., as well as some financial institutions.
The Bank of Taiwan, one of Taiwan Financial Holdings Group's wholly-owned companies, is
the island's largest bank in terms of assets. As of 2013, the Bank of Taiwan and the Land Bank
of Taiwan, also wholly owned by Taiwan Financial Holdings, accounted for 17.3% of Taiwan's
domestic banks' total assets. Taiwan's ten banks with minority state shares, in addition to Bank
of Taiwan and the Land Bank, jointly account for nearly 53.2% of the overall domestic
banking assets. Most of these state-affiliated banks are large in scale compared to the purely
private financial institutions, and some have been underperforming. In the fourth quarter of
2013, for example, the return on assets (ROA) for Bank of Taiwan was 0.21% lower than the
domestic banks' average ROA of 0.67%, according to statistics from the Central Bank.
Taiwan has neither a sovereign wealth fund nor an asset management bureau, but has a
Labor Pension Fund Supervisory Committee that oversees a contracted private manager of
public pensions.
11. Corporate Social Responsibility
The Taiwan authorities actively promote corporate social responsibility (CSR). MOEA and FSC
have issued guidelines on ethical standards and internal control mechanisms in order to help
businesses embrace responsibility for the impact of their activities on the environment,
consumers, employees, and communities. MOEA maintains an online newsletter to publicize
best practices and raise awareness of the latest CSR-related developments in Taiwan and
abroad.
At the corporate level, foreign and local enterprises endeavor to follow accepted CSR
principles such as those propagated in the Organization for Economic Cooperation and
Development's (OECD) Guidelines for Multinational Enterprises. Taiwan businesses, especially
high-tech electronics companies, increasingly publish CSR reports. Global Views Magazine,
one of Taiwan's most influential magazines, annually gives a CSR award to highlight
companies that follow internationally accepted CSR standards and adopt transparent,
environmentally conscious, and socially responsible practices. The award in 2013 went to
domestic (Taiwan) firms Delta Electronics Inc., Taiwan Semiconductor Manufacturing
Company Inc.; Lite-On Technology Corporation; E. Sun Financial Holding Co. and Fubon
Financial Holding Co; Foreign recipients in 2013 included Intel Inc.; Citibank, HSBC; Hitachi,
and IBM.
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12. Political Violence
Taiwan is a relatively young and vibrant multi-party democracy. President Ma Ying-jeou's
second election victory in 2012 marked another peaceful, democratic transition in Taiwan.
There have been no reports of politically motivated damage to foreign investment. In some
instances, local and foreign companies have been the target of generally peaceful protests
and demonstrations relating to labor disputes and environmental issues.
13. Corruption
Taiwan has implemented laws, regulations, and penalties to combat corruption. The
Corruption Punishment Statute and the Criminal Code contain specific penalties for corrupt
activities, including maximum jail sentences of life in prison and a maximum fine of up to
NT$100 million (US$3.3 million). In April 2009, the Legislative Yuan amended the Act for the
Punishment of Corruption to bring criminal charges against civil servants who fail to account
for abnormal increases in their assets. In July 2011, the administration established the Agency
Against Corruption to strengthen efforts to crack down on corruption.
In November 2011, the Legislative Yuan passed amendments to the Anti-Corruption Act that
expanded the scope of activities it covered and increased penalties for public officials who
fail to explain the origins of suspicious assets or property. Based on the revised act, public
servants suspected of corruption are required to declare the origins of their assets if an
increase in their assets is disproportionate to an increase in their income in the three years
following the allegations. If defendants refuse to offer an explanation, or if the explanation
proves to be false and the defendants are found guilty of corruption, they face a jail
sentence of up to five years or a fine of no more than the value of the assets of undeclared
origin, or both.
The U.S. Government is not aware of cases where bribes have been solicited for foreign
investment approval.
Taiwan formally became a member of the WTO Agreement on Government Procurement
(GPA) in 2009. The Public Construction Commission (PCC) publishes all state procurement
projects that require open bidding, in accordance with WTO transparency requirements. The
PCC indicated that in 2011, 2496 contracts were awarded for US$13.6 billion; 421 of these
contracts valued at US$5.1 billion went to GPA members; U.S. firms were awarded 157
contracts worth US$326 million. Foreign tenders accounted for over 37% of all state
procurement projects awarded in 2011, among which over 16% were awarded to the U.S.
bidders in the past year. Government procurement projects open to WTO GPA members
had been limited to Kaohsiung and Taipei City municipalities. Following rezoning in 2010 to
create five special municipalities -- Taipei City, New Taipei City, Taichung City, Tainan City
and Kaohsiung City -- and a revised GPA implemented in December 2011, Taiwan has
expanded coverage to the new entities.
The Legislative Yuan in January 2011 passed the following additional amendments to the
Government Procurement Act : (1) Procurements of technology, information, and
professional services can be based on quality (i.e., the most advantageous bids), rather than
price; (2) A GP data bank containing a list of individual prices of awarded construction
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tenders exceeding NT$10 million (US$331,400); and (3) Procurement agencies are required to
use model contracts provided by PCC to reduce potential disputes.
The PCC organizes inspection teams to monitor all public procurement projects both at the
central and local levels, and publishes the bidding and inspection results. A task force
comprised of PCC staff and independent experts investigates complaints.
The authorities generally investigate allegations of corruption and take action to penalize
corrupt officials. From January to October 2012, prosecutors indicted 826 persons on various
corruption charges, including 55 senior officials (department director level and above) and
17 elected officials. There were several high-profile corruption cases involving senior officials
over the last year. Former Executive Yuan Secretary-General Lin Yi-shih was indicted in
October for receiving bribes amounting to NT$60 million (US$ 2.1 million), concealing illegal
gains and holding unaccountable assets. In December 2012, prosecutors indicted former
Director-General of the National Fire Agency Huang chi-min on corruption charges and
recommended a life sentence. Huang was accused of taking NT$19.24 million (US$662,426) in
bribes related to 9 of the agency's major procurement projects. In addition, former chief
secretary of the Criminal Investigation Bureau Hsu Jui-shan was indicted in December on
several charges including corruption and profiteering. Prosecutors recommended a
sentence of 15 years.
Former President Lee Teng-hui was indicted in June 2011 on charges of money laundering
and embezzling money from a secret diplomatic fund. Lee made his first court appearance
for a pretrial procedure in August. Further pretrial procedures are required before the case
goes to trial. In December 2010, former Taiwan president Chen Shui-bian began serving a 17year jail term after being convicted on corruption and money laundering charges and losing
an appeal to the Supreme Court. The Taiwan High Court ruled on November 1, 2012 that
Chen should serve 18 years and six months in jail and pay the fine amounting to NT 156 million
(US$5.38 million) for money laundering and corruption in three cases. The High Court also
announced on November 5, 2012 that Chen's wife, Wu Shu-chen should serve a sentence of
19 years and two months and pay NT 158 million (US$5.45 million) fine for money laundering,
corruption, influence peddling and perjury in six cases.
Attempting to bribe or accepting a bribe from Taiwan officials constitutes a criminal offense,
punishable under the Corruption Punishment Statute and the Criminal Code. The Corruption
Punishment Statute also treats payment of a bribe to a foreign official as a crime and makes
such a bribe subject to criminal prosecution. The maximum penalty for a public official
receiving a bribe is life imprisonment or a maximum fine of NT$100 million (US$3.3 million). For
those attempting to bribe officials, the maximum penalty is 7 years in prison and a fine of
NT$3 million (US$99,400). In addition, the offender will be barred from holding public office.
The assets obtained from acts of corruption are seized and turned over to either the injured
parties or the Treasury.
14. Bilateral Investment Agreements
Taiwan has concluded various forms of investment agreements with the following 31
countries: Argentina, Belize, Burkina Faso, mainland China, Costa Rica, Dominica, El Salvador,
Gambia, Guatemala, Honduras, India, Indonesia, Japan, Liberia, Malaysia, Macedonia,
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Malawi, the Marshall Islands, Nicaragua, Nigeria, Panama, Paraguay, the Philippines, Saudi
Arabia, Senegal, Singapore, St. Vincent, Swaziland, Thailand, the United States, and Vietnam.
The terms of the 1948 Friendship, Commerce, and Navigation Treaty between the Republic
of China (Taiwan) and the United States are still in force. Under its terms, U.S. investors are
generally accorded national treatment and are provided with a number of protections,
including protection against expropriation. Taiwan and the United States also have an
agreement pertaining to investment guarantees that serve as the basis for the U.S. Overseas
Private Investment Corporation (OPIC) program in Taiwan. The agreement, signed in 1952, is
called the "Agreement Dealing with Guaranty of American Investment of Private Capital in
Taiwan."
Representatives of the United States and Taiwan signed a Trade and Investment Framework
Agreement (TIFA) in 1994 to serve as the basis for consultations on trade and investment
issues. After TIFA discussions were suspended in 2007 in response to Taiwan policies affecting
U.S. beef imports, the resumption of TIFA talks in 2013 produced numerous results, including
new joint statements on investment principles and information and communication
technology (ICT) services, and the launch of new TIFA working groups on investment and
technical barriers to trade. The April 2014 TIFA Council meeting welcomed steps by Taiwan
authorities to improve trade secrets protection, address pharmaceutical issues, clarify
investment criteria, lift data localization requirements in the financial sector, and to revise
standards affecting U.S. market access, while also highlighting the need for more meaningful
progress on long-standing agricultural trade issues and intellectual property protection.
15. OPIC and Other Investment Insurance Programs
OPIC programs are available to U.S. investors, though U.S. investors have never filed an OPIC
insurance claim for an investment in Taiwan. Taiwan is not a member of the Multilateral
Investment Guaranty Agency.
16. Labor
Benefiting from the recovery following the global financial crisis in 2008 and 2009, Taiwan's
unemployment rate continued to decline to 4.18% in 2013, down slightly from 4.24% in the
previous year. In the industrial sector, the number of blue-collar foreign workers increased to
278,919 as of 2013. There are no special hiring practices in Taiwan. Employees are typically
paid at least a one-month bonus at the end of the lunar calendar year (January or
February). Benefits often include meals, transportation, and dormitory housing or related
allowances. A standard labor insurance program is mandatory. The program provides paid
maternity leave, a lump-sum or annuity retirement plan, and other benefits. A new retirement
system implemented in 2005 replaced a voluntary retirement scheme that still covers
approximately 30% of the total labor force and, under the standard labor law, permits
retirement at age 55 with 15 years of service. Employees hired after July 2005 must join the
new system, which sets mandatory retirement at age 65. The new system also requires the
employer to contribute six percent of an employee's monthly wage to accounts at
designated banking institutions. The accounts follow the employees as they move from one
employer to another. A universal national health insurance system, to which employers must
contribute, covers all Taiwan residents.
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Taiwan provides unemployment relief based on the Employment Insurance Law enacted in
2002. Alternatives for unemployment pay include a vocational training allowance for jobless
persons and employment subsidies to encourage the hiring of jobless persons. The Labor
Standards Law (LSL) sets a standard eight-hour workday and a biweekly maximum of 84
hours. The public sector and most private firms have a five-day workweek. The LSL restricts
child labor and requires employers to provide overtime pay, severance pay, and retirement
benefits. The LSL covers both manufacturing and service sectors. Violators are liable to
criminal penalties (jail terms) and administrative punishments (fines).
Beginning January 1, 2013, Taiwan's minimum monthly salary increased NT$267 (or 1.4%) to
NT$19,047 (US$657 at exchange rate of NT$29.1 per U.S. dollar), and the minimum hourly
wage rose NT$6 to NT$109 (US$3.76). Monthly manufacturing sector wages in the first nine
months of 2012 averaged NT$45,089 (US$1,554) including overtime, allowances, and bonuses
-- a 0.5% increase compared to the same period in 2011.
Labor unions have become more active and independent since Taiwan’s martial law was
lifted in 1987. Mergers and acquisitions (M&A), factory closures, and the new retirement
system contributed to an increased trend in labor disputes over the past decade. Taiwan is
not a member of the International Labor Organization (ILO) but adheres to the ILO
conventions in the protection of workers’ rights.
17. Foreign-Trade Zones/Free Ports
The first free trade/free port zone began operation in 2004 at Keelung, Taiwan’s northern
port. Another four were established in 2005 at Taoyuan International Airport and the
international harbors in Kaohsiung, Taichung, and Taipei. In May 2010, the Executive Yuan
approved the establishment of a free-trade zone at the Suao port in northeast Taiwan,
making a total of six free trade zones in Taiwan. The Taiwan authorities have relaxed
restrictions on the movement of merchandise, capital, and personnel into and out of these
zones. Foreign investors located in these areas are accorded national treatment.
As part of a broader restructuring and to increase the competitiveness of Taiwan's ports, the
Ministry of Transportation and Communications (MOTC) established the Taiwan International
Ports Corp. (TIPC) on March 1, 2012, to manage commercial activities of Taiwan's ports and
free trade zones. The TIPC will facilitate cooperation with foreign shipping operations and
related businesses.
On December 14, 2012, the Legislative Yuan approved the amendment of the Act for the
Establishment and Management of Free Trade Zones, which would exempt London Metal
Exchange (LME)-certified non-ferrous metals at Taiwan's free trade zones from income tax
through 2042. On June 18, 2013, the LME board approved Kaohsiung Port as a LME delivery
port of primary aluminum, aluminum alloy, copper, lead, nickel, tin, and zinc.
The Council for Economic Planning and Development (CEPD) – since January 22, 2014 called
the National Development Council (NDC) – launched the first stage of Taiwan’s free
economic pilot zones (FEPZ) project in August 2013, to be implemented in Taipei Port,
Keelung Port, Suao Port, Taichung Port, Anping Port, Kaohsiung Port, Taoyuan Airport, and
Pintung Agriculture Bioltechnology Park. According to NDC, the goal of building up these
zones is to position Taiwan as an “Asia-Pacific Free Trade Center”, with each zone including
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one or more of the following regional centers: (1) a medical center for severe diseases and
medical tourism; (2) an innovation and integration center for industries; (3) a logistics center;
(4) a personnel training center; and (5) an agricultural transportation and sales center.
Greater Kaohsiung was targeted as the first FEPZ, after which any city or county
administration could apply to establish additional zones. The FEPZ are expected to ease
restrictions on labor recruitment, cash flow, land acquisition and market access for
operations set up within the zones. On December 26, 2013, the Executive Yuan (EY), Taiwan’s
cabinet, forwarded legislation implementing an expanded phase two of the FEPZs to the
Legislative Yuan for ratification. As of late April 2014, the proposal was still under legislative
review.
18. Foreign Direct Investment Statistics and Foreign Portfolio Investment Statistics
Statistics on foreign direct investment (FDI) in Taiwan are available from two official sources:
the IC and the Central Bank (CBT). The IC publishes monthly and yearly foreign investment
approval statistics by industry and by country. While these statistics do not correspond
exactly to actual commitments of investment funds, AIT believes these data serve as a good
proxy. CBT publishes foreign direct investment arrivals on a quarterly and yearly basis. CBT
data contained in balance-of-payments (BOP) statistics are not classified by industry or
country.
At of the end of 2013, Taiwan's total stock of foreign direct investment stood at US$126.38
billion (valued at historical cost). This represents about 25.8% of Taiwan's 2013 GDP. Total FDI
inflows in 2013, based on approvals, stood at US$4.9 billion, or about 1% of 2013 GDP. As of
December 2013, Taiwan's foreign exchange reserves amounted to US$416.8 billion, the
fourth-largest in the world.
Taiwan's strong reliance on exports has exposed the economy to fluctuations in global
demand. Taiwan authorities' official GDP growth forecasts for 2013 were successively revised
downward due to the unexpected contractions in its export sector. The GDP growth rate in
2013 was 2.11%, much lower than the official statistical agency’s early estimate of 3.59%.
Inbound foreign direct investment approved in 2013 declined by 11.3% year-on-year.
In recent years, foreign direct investment has shifted from capital-intensive high-tech
industries to investments in the financial service sector. Approved direct investment in
electronics industries (including electronic parts and components, computers,
communications, semiconductor, TFT-LCD and other optical electronic products), which
peaked at 48.2% as a percentage of FDI in 2006, declined steadily to 19.5% by 2013, and
nearly 83% of approved inbound direct investment in Taiwan’s electronics industries in 2013
came from the European Union, the United States, Singapore, and the British Territories in
North America (BTA). Nearly 79% of approved inbound direct investment in the financial and
insurance sectors came from Australia, Samoa, the United States, Hong Kong, Germany, and
the BTA.
According to official Taiwan statistics, approvals for U.S. investment from 1952 to 2013 totaled
US$23.4 billion (US$16.5 billion as of 2012, according to official U.S. figures), or 18.5% of total
foreign investment. These aggregate figures of investment stock are valued at historical cost.
In 2013, 39.4%of U.S. total investments in Taiwan went to the service sector. Taiwan data on
U.S. FDI has diverged from U.S. figures since 2010, as Taiwan statistics reflect approved
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investment amounts rather than actual commitment or divestment of funds. Approvals for
Japanese investment from 1952 to 2013 amounted to US$17.7 billion, or 14.0% of total foreign
investment.
As the tables below indicate, significant FDI now flows from the tax havens of the BTA, which
harbor a growing number of multinational corporations, including those with Taiwan
shareholders. For 2013, 54.1% of the investment from the BTA was directed towards financial
services, real estate and wholesale and retail trade industries.
As a relatively open and liberal economy, Taiwan not only benefits from substantial foreign
investment but also has significant investments overseas. According to balance-of-payments
statistics compiled by the Central Bank, outbound direct investment has exceeded inbound
direct investment every year since 1988. According to IC statistics, by 2013, cumulative
approvals for outbound investments totaled US$213.2 billion. The main recipient has been
mainland China, which has received nearly 62.7% of Taiwan’s outbound investment.
Approved investments to mainland China have declined since 2012 after hitting a peak in
2011. As of 2013, Taiwan firms hold investments estimated in excess of US$133.7 billion on the
mainland, though some other estimates suggest the figures could be from US$150 billion to
US$300 billion.
Taiwan business firms have been relocating their production bases to mainland China since
the late 1980s. The WTO accessions of mainland China and Taiwan in 2002 prompted Taiwan
firms to accelerate this relocation to sharpen their competitive edge in exports. Taiwan
factories based in mainland China avail of low labor and land costs to process Taiwan-made
production inputs into finished goods for exports to such industrial markets as the United
States, Japan and Europe, and also for final sale in mainland China. Recently however, rising
labor and land costs on the mainland have prompted some Taiwan firms to move
production to economies in South and Southeast Asia, including Vietnam. Many Taiwan firms
have also shifted to producing higher value-added goods and higher-tech products in
mainland China.
Following decisions by some Taiwan investors to relocate production lines outside of
mainland China, Taiwan's annual registered direct investment across the Taiwan Strait
declined from its recent peak of US $13.1 billion in 2011 to US$8.69 million in 2013. However,
the overseas production ratio for orders received by Taiwan exporters remained at a
relatively high level of 51.5% in 2013, up from 11.5% in early 2000. The ratio reached a record
high of 87.3% for information technology (IT) firms in 2013. Mainland China, including Hong
Kong, has replaced the United States as Taiwan's largest export market since 2001, and its
share of Taiwan's exports in 2013 was down from its recent peak of 41.8% in 2010 to 39.7%,
compared to 10.2% for the United States and 9.3% for the European Union in 2013.
Table 2: Inward Foreign Investment Approvals by Year and by Area (1952-2013)
(Unit: US$ million)
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Year

U.S.A.

Japan

BTA*

Europe

Hong
Kong

Others

Total

195289

3,067

2,983

341

1,312

1,198

2,049

10,950

1990

581

839

66

283

236

297

2,302

1991

612

535

60

165

129

277

1,778

1992

220

421

37

165

213

405

1,461

1993

235

278

38

214

169

279

1,213

1994

327

396

76

245

251

336

1,631

1995

1,304

573

151

338

147

412

2,925

1996

489

546

417

198

267

544

2,461

1997

491

854

659

407

237

1,618

4,267

1998

952

540

711

371

275

890

3,739

1999

1,145

514

1,216

462

161

734

4,231

2000

1,329

733

2,300

1,213

271

1,762

7,608

2001

940

685

1,397

1,184

145

778

5,129

2002

600

609

803

612

66

582

3,272

2003

687

726

920

644

45

555

3,576

2004

361

827

897

965

192

710

3,952

2005

804

724

1,094

685

104

817

4,228

2006

883

1,591

1,786

7,510

119

2,080

13,969

2007

3,148

1,000

2,396

7,096

209

1,512

15,361

2008

2,857

440

1,220

2,139

377

1,199

8,232
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Year

U.S.A.

Japan

BTA*

Europe

Hong
Kong

Others

Total

2009

264

239

1,103

2,085

277

830

4,798

2010

319

400

1,059

1,231

168

635

3,812

2011

738

445

1,129

716

399

1,528

4,955

2012

405

414

1,385

1,722

364

1,269

5,559

2013

583

409

1,442

687

372

1,440

4,933

19522013

23,351

17,720

22,702

32,653

6,392

23,560

126,378

Source: Investment Commission, Ministry of Economic Affairs.
* British Territories in North America
Table 3: Inward Foreign Investment Approvals by Industries (1952-2013)
Industry

Million US$

%

Financial and Insurance

35,189

27.8%

Electronic Parts and Components

18,026

14.3%

Wholesale and Retail Trade

12,630

10.0%

Computers, Electronic & Optical
Products

6,498

5.1%

Electricity Equipment

6,040

4.8%

Information and Communications

6,158

4.9%

Table 4: Outbound Investment Approvals by Year and by Area (1952-2013)
(Unit: US$ million)
Year

China

1952-89 N/A

BTA

U.S.A.

ASEAN*

Others

Total

76

865

429

155

1,525
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Year

China

BTA

U.S.A.

ASEAN*

Others

Total

1990

N/A

170

429

567

386

1,552

1991

174

268

298

720

370

1,830

1992

247

239

193

309

146

1,134

1993

3,168

194

529

434

504

4,829

1994

962

569

144

398

506

2,579

1995

1,093

370

248

326

413

2,450

1996

1,229

809

271

587

498

3,394

1997

4,334

1,051

547

641

655

7,228

1998

2,035

1,838

599

478

381

5,331

1999

1,253

1,359

445

522

943

4,522

2000

2,607

2,248

862

389

1,578

7,684

2001

2,784

1,693

1,093

523

1,083

7,176

2002

6,723

1,575

578

211

1,006

10,093

2003

7,699

1,997

467

298

1,207

11,668

2004

6,940

1,155

557

966

704

10,323

2005

6,002

1,262

315

264

606

8,449

2006

7,375

1,822

485

1,065

943

11,690

2007

9,676

1,578

1,346

2,094

1,451

16,145

2008

19,843

1,686

400

1,380

1,001

14,309

2009

6,059

544

1,114

401

947

9,064

2010

12,230

568

491

1,082

682

15,053
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Year

China

BTA

U.S.A.

ASEAN*

Others

Total

2011

13,100

800

730

1,119

1,048

16,797

2012

10,924

175.8

144.1

5,720

2,059

19,023

2013

8,685

233.1

416.0

2,164

2,419

13,917

24,281

13,564

23,089

21,691

216,305

1952-13 133,680

Source: Investment Commission, Ministry of Economic Affairs.
Note: "ASEAN" here includes six of the ASEAN countries: Singapore, Indonesia, Malaysia, the
Philippines, Thailand, and Vietnam.
Table 5: Outbound Investment Approvals by Industries (1952-2013)
Industry

Million US$

%

Financial and Insurance

37,012

44.8%

Electronic Parts and Components

9,253

11.2%

Wholesale and Retail Trade

6,031

7.3%

Computers, Electronic & Optical
Products

3,236

3.9%

Information and Communications

2,431

2.9%

Textiles

2,419

2.9%

Source: Investment Commission (outbound investment excluding to mainland China)
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Section 5 - Government

Chiefs of State and Cabinet Members:

For the current list of Chief of State and Cabinet Members, please access the following Central Intelligence Agency online directory of Chiefs of State and Cabinet Members of
Foreign Governments

Legal system:

civil law system

International organization participation:

ADB, APEC, BCIE, ICC (national committees), IOC, ITUC (NGOs), WTO
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Section 6 - Tax

Exchange control
At present there is no limit on genuine trade-related remittances whether inward or outward.
For non-trade-related remittances, the long standing controls were relaxed from 1997.
Business entities can remit up to US$50,000,000 (or the equivalent) into or out of Taiwan each
year without advance approval from Central Bank. The limit for individuals remains
unchanged at US$5,000,000 per year. Each remittance in excess of US$1,000,000 for a
corporate or US$500,000 for an individual requires supporting documentation.

Treaty and non-treaty withholding tax rates
The following withholding tax rates are applicable to Taiwanese-source dividends, interest and
royalties paid to non-residents where the income is not connected with a permanent
establishment in Taiwan.
Dividends

Interest

Royalties

(%)

(%)

(%)

20

15,20

20

Australia

10,15

10

12.5

Belgium

10

10

10

Denmark

10

10

10

France

10

10

10

Gambia

10

10

10

Germany

10

10,15

10

Hungary

10

10

10

12.5

10

10

Indonesia

10

10

10

Israel

10

7,10

10

Macedonia

10

10

10

12.5

10

10

New Zealand

15

10

10

The Netherlands

10

10

10

Paraguay

5

10

10

Senegal

10

15

12.5

Singapore

1

2

15

Slovakia

10

10

5,10

5,15

10

10

Non-treaty
countries:
Treaty countries:

India

Malaysia

South Africa
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Dividends

Interest

Royalties

(%)

(%)

(%)

Swaziland

10

10

10

Sweden

10

10

10

Switzerland

10,15

10

10

Thailand

5,10

10,15

10

United Kingdom

10

10

10

Vietnam

15

10

15
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Methodology and Sources
Section 1 - General Background Report and Map
(Source: CIA World Factbook)
Section 2 - Anti – Money Laundering / Terrorist Financing
Lower Risk

Medium Risk

Higher Risk

Not Listed

AML Deficient
but Committed

High Risk

>69%
Compliant or
Fully Compliant

35 – 69%
Compliant or
Fully Compliant

<35% Compliant
or Fully
Compliant

Monitored

Concern

Primary Concern

INCSR - Weakness in Government Legislation

<2

2-4

5-20

US Sec of State supporter of / Safe Haven for
International Terrorism

No

Safe Haven for
Terrorism

State Supporter
of Terrorism

EU White list equivalent jurisdictions

Yes

FATF List of Countries identified with strategic
AML deficiencies
Compliance with FATF 40 + 9
recommendations
US Dept of State Money Laundering
assessment (INCSR)

No

None

Arab League /
Other

UN , EU or US

Corruption Index (Transparency International)
Control of corruption (WGI)
Global Advice Network

>69%

35 – 69%

<35%

World government Indicators (Average)

>69%

35 – 69%

<35%

>69%

35 – 69%

<35%

International Sanctions
UN Sanctions / US Sanctions / EU Sanctions

Failed States Index (Average)

Offshore Finance Centre

No
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Yes

Section 3 - Economy
General Information on the current economic climate in the country and information on
imports, exports, main industries and trading partners.
(Source: CIA World Factbook)

Section 4 - Foreign Investment
Information on the openness of foreign investment into the country and the foreign
investment markets.
(Source: US State Department)

Section 5 - Government
Names of Government Ministers and general information on political matters.
(Source: CIA World Factbook / https://www.cia.gov/library/publications/world-leaders1/index.html)

Section 6 - Tax
Information on Tax Information Exchange Agreements entered into, Double Tax Agreements
and Exchange Controls.
(Sources: OECD Global Forum on Transparency and Exchange of Information for Tax
Purposes PKF International)
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DISCLAIMER
Part of this report contains material sourced from third party websites. This material could
include technical inaccuracies or typographical errors. The materials in this report are
provided "as is" and without warranties of any kind either expressed or implied, to the fullest
extent permissible pursuant to applicable law. Neither are any warranties or representations
made regarding the use of or the result of the use of the material in the report in terms of their
correctness, accuracy, reliability, or otherwise. Materials in this report do not constitute
financial or other professional advice.
We disclaim any responsibility for the content available on any other site reached by links to
or from the website.

RESTRICTION OF LIABILITY
Although full endeavours are made to ensure that the material in this report is correct, no
liability will be accepted for any damages or injury caused by, including but not limited to,
inaccuracies or typographical errors within the material, Neither will liability be accepted for
any damages or injury, including but not limited to, special or consequential damages that
result from the use of, or the inability to use, the materials in this report. Total liability to you for
all losses, damages, and causes of action (in contract, tort (including without limitation,
negligence), or otherwise) will not be greater than the amount you paid for the report.

RESTRICTIONS ON USE
All Country Reports accessed and/or downloaded and/or printed from the website may not
be distributed, republished, uploaded, posted, or transmitted in any way outside of your
organization, without our prior consent. Restrictions in force by the websites of source
information will also apply.
We prohibit caching and the framing of any Content available on the website without prior
written consent.

Any questions or queries should be addressed to: Gary Youinou
Via our Contact Page at KnowYourCountry.com
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