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Chapter I General Principles
Article 1
These Regulations are adopted pursuant to Article 10, paragraph 1 of the
Securities Investment Trust and Consulting Act ("the SITC Act").
Article 2
These Regulations apply to a securities investment trust enterprise (SITE)
that publicly offers and sells a securities investment trust fund and
1ssues beneficial interest certificates.
When a SITE makes a public offering of a fund only in foreign countries and
for investment in foreign securities, the laws and regulations of the place
where the offering is made shall apply, and these Regulations do not apply.
Chapter II Public Offering Procedure for Funds
Article 3
The Financial Supervisory Commission (FSC) shall employ the application
approval and effective registration systems to review the public offering
and issuance of securities investment trust funds.
"Application approval" in the preceding paragraph refers to where the FSC
reviews the relevant documents provided by a SITE and grants approval if no
irregularities are discovered.
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"Effective registration" in paragraph 1 refers to where a SITE duly
prepares all relevant documents and files them with the FSC for
registration, with the registration becoming effective a prescribed number
of business days after the date on which the FSC receives the registration
documents unless the registration documents do not furnish all the required
particulars, supplementation or explanation is required to protect the
public interest, or the filing is rejected by the FSC.

"Business days" in the preceding paragraph means days on which trading
takes place in securities markets.

Article 4

Under any of the circumstances listed below, the FSC may reject or deny
approval of a SITE's application (or registration) to publicly offer, or
make a follow-on offering of, a securities investment trust fund:
1.Application or filing particulars violate acts or regulations, affecting
the public offering or follow-on offering of the securities investment
trust fund.

2.A SITE applies (or registers) to publicly offer, or make a follow-on
offering of, a securities investment trust fund within three months from
the date on which it receives notification from the FSC that an application
(or registration) is rejected, denied approval, voided, or revoked, or on
which 1t withdrew an application (or registration) at its own discretion.
3.An application (or registration) already submitted to the FSC has not yet
been approved (or become effective).

4 .Based on the SITE's application (or registration) documents, there is
factual proof of inability to carry out the issuance plan.

5.A material matter in the plan for the current securities investment trust
fund public offering or follow-on offering was not placed on the agenda,
raised at a board meeting for discussion, and passed by resolution.

6.The submitted application (or registration) documents are not submitted
in full or do not furnish all the required particulars, and supplementation
cannot be submitted in full prior to the deadline set by the FSC.

7.A financial report of the SITE or of a securities investment trust fund
1t manages has not been prepared in accordance with relevant acts and
regulations or generally accepted accounting principles, and the
circumstances are Serious.

8.The design or implementation of its internal control system is materially
deficient.

9.In the most recent period, net worth per share was lower than par value.
However, this restriction does not apply where fewer than two full fiscal
years have elapsed since the SITE business license was acquired.

10.The FSC has, pursuant to the SITC Act, suspended acceptance of its
applications (or registrations) to publicly offer securities investment
trust funds, and the suspension period has not yet expired.

11.The securities investment trust fund currently to be publicly offered 1is
not adequately segregated from existing security investment trust funds in
terms of basic investment policy or scope, or its investment instruments
are clearly inappropriate.

12.There has been a serious violation of securities acts and regulations or
a securities investment trust contract.

13.Within the past year, any error, omission, misrepresentation, or non-
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disclosure of a serious nature is discovered regarding an already-approved
or effectively registered case for a public offering or follow-on offering
of a securities investment trust fund for which a declaration was
previously submitted to the FSC stating that the application (registration)
documentation was correct and complete.

14.The FSC believes for some other reason that [rejection or denial of
approval] 1s needed to protect the public interest.

Article 5

In addition to applying the provisions of the preceding article, the FSC
may also reject or deny approval to an application (filing) by a SITE for a
securities investment trust fund to be invested in foreign securities where
any of the circumstances listed below exist:

1.In the most recent year, a warning or more serious disposition was
imposed under Article 66 of the Securities and Exchange Act, or Article 103
of the SITC Act, provided that this restriction shall not apply where the
circumstances of the violation have been specifically corrected and the
correction has been recognized by the FSC.

2.The applicant (or registrant) lacks the ability to research and invest in
foreign securities markets and has not acquired global investment skills by
establishing a cooperative relationship with a foreign investment
consulting enterprise with an eye to enhancing i1ts investment capabilities.
3.In the most recent year, a securities investment trust fund
recommendation was made that involved conjecture regarding New Taiwan
Dollar exchange rate trends.

Article 6

If a SITE applies (registers) to publicly offer, or make a follow-on
offering of, a securities investment trust fund, and during the period
between submission of its application (or registration) to the FSC and the
time of application approval or effective registration, its financial or
business status undergoes a material change or there 1s a change in the
content of its application (or registration) documentation that has a
material effect on the issuance plan, the SITE shall report it to the FSC
within two days of the date of occurrence of the fact, and shall engage
either a lawyer or certified public accountant (CPA), depending on the
nature of the matter, to provide an opinion regarding its impact on the
current offering plan, which it shall then file with the FSC.

Article 7

Within one month after a SITE's business license is approved and issued,
unless it is an other-industry enterprise concurrently conducting
securities investment trust business, 1t shall apply to publicly offer a
securities investment trust fund that complies with the following
provisions:

1.1t is a domestically offered and domestically invested equity-type
securities investment trust fund or balanced securities investment trust
fund.

2.Where the securities investment trust fund is of the closed-end type, the
minimum funding requirement for establishment is NT$2 billion; where it is
an open-end type securities investment trust fund, the minimum funding
requirement is NT$3 billion.

3.For a closed-end securities investment trust fund, the beneficial
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interest unit dispersion standard shall comply with the provisions of the
Taiwan Stock Exchange Corporation Rules for Review of Securities Listings.
4 .For an open-ended securities investment trust fund, beneficiaries may not
commence application for redemption until six months after the date on
which the fund was established.

The offering of the securities investment trust fund of the preceding
paragraph shall commence within six months from the date on which the
approval letter is received, and the fund shall be established within 45
days thereafter.

After submitting an application (or filing) to offer a securities
investment trust fund and obtaining application approval (or effective
registration), in addition to abiding by the provisions of the two
preceding paragraphs, the SITE shall also commence the offering within six
months after the date on which 1t receives written notification of approval
or effective registration, and establish the fund within 30 days
thereafter, provided that if for a legitimate reason the SITE is unable to
commence the offering within six months, prior to the deadline it may apply
to the FSC for a one-time extension not to exceed six months.

Article 8

After a SITE has obtained application approval or effective registration
for the public offering of a securities investment trust fund, except as
otherwise provided by the FSC, it may carry out a follow-on offering if the
following conditions are met:

1.0ne month has elapsed between the first day of the redemption period and
the date on which the application (or registration) documents are
submitted.

2.For the five business days preceding the application (or registration)
date, the average ratio of the number of units already issued to the number
of units to be issued under the original application approval or effective
registration is 95% or higher.

Article 9

Before a securities investment trust fund is established, beneficial
interest certificates may not be issued; a SITE shall produce beneficial
interest certificates and deliver them to subscribers within 30 days from
the date on which the securities investment trust fund is established.
Beneficial interest certificates may be issued in scripless form and
delivered by book-entry transfer.

Article 10

After a SITE has obtained application approval (or effective registration)
to publicly offer, or make a follow-on offering of, a securities investment
trust fund, the FSC may void or revoke the approval or effective
registration 1f 1t discovers any of the following circumstances:

1.The public offering did not commence or [the fund] was not established by
the deadline set forth in Article 7 herein, calculated from the date on
which the SITE received notification of application approval or effective
registration.

2.Violation of the provisions of Article 8 of the SITC Act.

3.Violation of the provisions of Article 6 herein.

4.The SITE fails to act in accordance with the provisions of Article 81 of
the SITC Act by announcing, and reporting to the FSC, matters having a
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material impact on the rights and interests of investors within two days of
occurrence of the fact.

5.0ther violation of these Regulations, or of the restrictions or
prohibitions of the FSC in force at the time of application approval or
effective registration.

When a SITE's approval or effective registration 1s voided or revoked, it
shall handle the relevant matters as stipulated in the securities
investment trust contract.

Article 11

The application approval or effective registration of a SITE's public
offering, or follow-on offering, of a securities investment trust fund may
not be cited in publicity as verification of its application (or
registration) particulars, or as a guarantee of the value of the securities
investment trust fund.

Article 12

Under any of the circumstances listed below, a SITE may not commence a
public offering or follow-on offering of a securities investment trust fund
until 1t has filed for effective registration by submitting to the FSC a
registration statement furnishing the required particulars together with
the required documents:

1.It 1s a public offering of a securities investment trust fund that is an
equity fund, a fund of funds, a balanced fund, or an index fund, that is
limited to domestic investment only, provided that this restriction shall
not apply to an offering made under Article 7, paragraph 1 or to an
overseas offering made under Article 18, subparagraph 1 herein.

2.1t 1s a public offering of a securities investment trust fund that is an
equity fund or a fund of funds, that i1s not limited to domestic investment.
3.1t is a follow-on offering of any type of securities investment trust
fund, provided that this provision shall not apply to an overseas follow-on
offering under Article 18, subparagraph 1.

A SITE that files for registration under the preceding paragraph shall
obtain a review opinion from the Securities Investment Trust and Consulting
Association of the R.O.C. ("SITCA").

If a SITE files for registration pursuant to paragraph 1, subparagraph 1,
1ts registration becomes effective 12 business days from the date upon
which the FSC receives the registration statement; if it files for
registration pursuant to paragraph 1, subparagraph 2, its registration
becomes effective 30 business day from the date upon which the FSC receives
the registration statement; if i1t files for registration pursuant to
paragraph 1, subparagraph 3, its registration becomes effective 7 business
day from the date upon which the FSC receives the registration statement.
Where a SITE fails to file registration documents in full or the documents
do not furnish all the required particulars, or where any of the
circumstances under Article 6 herein have occurred, but i1t submits
supplementation in full of i1ts own accord prior to being notified by the
competent authority of the suspension of effective registration, 1ts
registration shall become effective when the effective registration period
of the preceding paragraph has elapsed, counting from the date on which the
competent authority receives the supplementary documentation.

If the public offering or follow-on offering in a filing for effective

HS5H



registration under paragraph 1 involves inward or outward remittance of
funds, or the fund is a money market securities investment trust fund, the
SITE shall obtain a letter of consent from the Central Bank before it may
conduct the offering.

Article 13

Except where proceeding in accordance with the provisions of the preceding
article, a SITE shall first submit an application form furnishing all
required particulars together with the required documents to the SITCA to
review and forward to the FSC for approval prior to publicly offering, or
making a follow-on offering of, a securities investment trust fund.

Where the SITE fails to submit the application documents in full or the
documents do not furnish all the required particulars, and supplementation
has not been submitted in full prior to the deadline set by the FSC, the
application may be rejected.

Article 14

Where any of the following circumstances exist regarding a SITE
registration to publicly offer, or make a follow-on offering of, a
securities investment trust fund, the FSC may suspend the effectiveness of
1ts registration:

1.The registration documents are not submitted in full or do not furnish
all the required particulars.

2.Any of the circumstances under Article 6 herein have arisen.

3.The FSC believes suspension 1s needed to protect the public interest.
Article 15

Beginning on the date on which a SITE receives notification of suspension
of effective registration, it may submit supplementation to address the
reason(s) for suspension of effective registration, and apply to lift the
suspension; if the FSC does not again notify it to submit supplementation
and does not reject i1ts filing, the registration shall become effective
when the effective registration period set out in Article 12, paragraph 3
has elapsed, counting from the date on which the FSC receives the
supplementary documents.

After an effective registration is suspended by the FSC under the preceding
article, if the SITE does not apply to lift the suspension in accordance
with the preceding paragraph within 12 business days, beginning from the
date on which it receives the written notice of suspension, or if it
applies to lift the suspension but the original reasons for the suspension
still exist, the FSC may reject 1ts case.

Article 16

A SITE that publicly offers a securities investment trust fund shall
deliver simplified prospectuses before subscribers deliver subscription
applications and pay the subscription amount in full, and shall provide the
prospectus to the subscriber upon request, provided that for a securities
investment trust fund publicly offered overseas, the SITE shall act in
accordance with the acts and regulations of the jurisdiction in which the
public offering is made.

The prospectus in the preceding paragraph shall be prepared in accordance
with the Regulations Governing Information to Be Published in Prospectuses
by Securities Investment Trust Enterprises Offering Securities Investment
Trust Funds.
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Article 17
Where any of the circumstances listed below exist regarding a SITE's
application to publicly offer a securities investment trust fund, the FSC
shall grant approval only after consulting with the Central Bank and
obtaining i1ts consent:
1.1t 1s a securities investment trust fund that 1s not only limited to
domestic investment but also involves inward or outward remittance of
funds, provided that this shall not apply to an effective registration
conducted under Article 12, paragraph 1, subparagraph 1.
2.1t is a securities investment trust fund that is not limited to domestic
investment, provided that this shall not apply to an effective registration
conducted under Article 12, paragraph 1, subparagraph 2.
3.1t is a money market securities investment trust fund.
Article 18
Where any of the circumstances listed below exist regarding a SITE's public
offering or follow-on offering of a securities investment trust fund, it
shall obtain permission from the Central Bank prior to applying to the FSC
for approval:
1.1t 1s an overseas public offering or follow-on offering of a securities
investment trust fund that will be domestically invested.
2.1t 1s a securities investment trust fund denominated in a foreign
currency.

Chapter III Fund Distributors
Article 19
A SITE may mandate a securities investment consulting enterprise,
securities broker, bank, trust enterprise, enterprise for insurance of the
person, or other institution approved by the FSC to serve as a distributor
for a securities investment trust fund ("fund distributor").
A trust enterprise that serves as a fund distributor under these
Regulations may do so by entering into a non-discretionary money trust
contract with the investor.
Article 20
A fund distributor shall meet the criteria listed below:
1.The net worth per share in the CPA-audited and certified financial report
of the most recent period is not lower than par value, provided that this
restriction shall not apply if it has had its business license for less
than one full fiscal year.
2.In the past two years, has not been subject to a disposition under
Article 103, subparagraphs 2 to 5, of the SITC Act; Article 66,
subparagraphs 2 to 4 of the Securities and Exchange Act; Article 100,
paragraph 1, subparagraphs 2 to 4 of the Futures Trading Act; Article 44,
paragraph 1, subparagraph 2, or paragraph 2, of the Trust Enterprise Act;
Article 61-1, paragraph 1, subparagraphs 1 to 4 of the Banking Act; or
Article 149, paragraph 1, subparagraphs 1 to 4, or paragraphs 2 or 4 of the
Insurance Act arising from the conduct of offshore fund, securities
investment trust fund, or futures trust fund business. However, this shall
not apply to dispositions in which an employee is dismissed from their
position by order of the FSC, or where the circumstances of the violation
have been specifically corrected and the correction has been recognized by
the FSC.
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3.Shall have appropriate and sufficient associated persons to conduct fund
distribution business, and such persons shall meet the criteria set forth
in the Regulations Governing Responsible Persons and Associated Persons of
Securities Investment Trust Enterprises.

4 .Possesses the required information transmission equipment to carry out
fund distribution business.

5.Possesses other qualifications as required by the FSC.

The requirements of subparagraph 1 of the preceding paragraph shall not
apply to a bank, trust enterprise, or securities broker that conducted fund
distribution business prior to the issuance of these amended Regulations.
Personnel who have been conducting fund distribution business at a bank,
trust enterprise, or securities broker prior to the issuance of these
amended Regulations and who do not comply with the criteria set forth in
paragraph 1, subparagraph 3 herein, shall become compliant within one year
from the date on which these amended Regulations are issued. Those that
fail to do so within that time period may not engage in fund distribution
business.

Article 21

A fund distributor that conducts fund distribution business shall enter
into a distribution agreement with a SITE for selling its fund shares, and
shall comply with the relevant acts and regulations regarding the public
offering, issuance, and distribution of funds, as well as their
subscription and redemption.

The particulars to be recorded in the distribution agreement that a fund
distributor enters into with a SITE under the preceding paragraph, and
amendments thereto, shall be drafted by the SITCA, and submitted to the FSC
for ratification.

Article 22

When a SITE mandates a fund distributor to conduct fund distribution
business, it shall issue a statement that the fund distributor is
qualified, and submit the statement and its distribution agreement with the
fund institution to the SITCA for review and approval before the fund
distributor may begin to conduct such business.

A bank, trust enterprise, securities broker, or other FSC-approved
institution that has already conducted fund distribution business before
the issuance of the 12 December 2006 amendment to these Regulations shall
comply with the preceding paragraph within one year from the date of
issuance of the amended Regulations. Those that fail to do so within that
time period may not accept or process additional subscriptions, except that
they may continue to debit investors that originally adopted a regularly
scheduled, fixed-amount payment procedure.

The SITE may not pay the fund distributor and its personnel any
remuneration, fees, or other benefits not stipulated in the distribution
agreement .

Article 23

A fund distributor that conducts fund distribution business shall
thoroughly know and assess each customer's investment knowledge, investment
experience, financial condition, and degree of investment risk tolerance.

A fund distributor shall deliver a simplified prospectus before a
subscriber delivers the subscription application and pays the subscription
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amount, and shall provide the prospectus to the subscriber upon request.

A fund distributor shall require a first-time subscription customer to
present documentary proof of identity or incorporation, and fill out basic
information.

For any fund transaction of a certain monetary amount or higher or that is
suspected of money laundering, a fund distributor shall retain the complete
and accurate transaction records and documents for the subscription,
redemption, or transfer, and shall comply with the provisions of the Money
Laundering Control Act.

The internal control system of a fund distributor shall encompass know-
your-customer, sales conduct, short-term trading control, money laundering
control, and operating principles to be followed under laws and
regulations, and shall be submitted by the SITE to the SITCA for review.
Article 24

A fund distributor may not subscribe under its own name to a Securities
investment trust fund on behalf of an investor except under the non-
discretionary money trust method, or with the approval of the FSC.

A fund distributor that conducts fund distribution business, unless
subscribing to a securities investment trust fund under its own name on
behalf of an investor, shall require the subscriber to transfer the
subscription cost directly to a segregated fund account set up by the fund
custodian, and shall do so according to the SITCA Rules Governing the
Public Offering, Issuance, and Sale of Securities Investment Trust Funds
and Their Subscription or Redemption.

Article 25

In conducting fund distribution business, a fund distributor and its
managerial officers and employees shall exercise the due care and fiduciary
duty of a good administrator based on the principle of good faith.

In conducting fund distribution business, a fund distributor and 1ts
personnel shall maintain confidentiality regarding the personal data,
transaction data, and other related information of a fund investor, except
where otherwise provided by law or regulation.

Article 26

A fund distributor that subscribes under its own name to a securities
investment trust fund on behalf of an investor shall faithfully implement
money-laundering control system measures and short-term trading control
system measures specified in the prospectus. Where a fund investor engages
in any fund transaction that constitutes short-term trading under the
standards defined in the prospectus, the institution shall provide that
investor's relevant data to the SITE in the format prescribed by the FSC.
The SITE may require that the fund distributor refuse any new, additional
subscription by that investor.

A SITE shall maintain the confidentiality of data provided by the fund
distributor under the provisions of the preceding paragraph, and shall be
liable for compensation for any damage incurred by the fund distributor or
an investor in a fund thereof due to any breach of confidentiality.
Article 27

Fund distributor personnel that conduct fund distribution business may not
divert customer funds or beneficial interest certificates for other

purposes, or engage in other actions that damage customer rights or
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interests.

The SITE shall deliver the beneficial interest certificates of a securities
investment trust fund as stipulated in the securities investment trust
contract for that fund, and may not entrust the fund distributor to do so.
Article 28

A fund distributor shall properly preserve all vouchers and documents in
the conduct of fund distribution business. The method and duration for
preserving them shall be in accordance with the applicable provisions of
the Commercial Accounting Act.

If an investor subscribing to a securities investment trust fund submits
the subscription application in non-written form, the fund distributor
shall handle the application in accordance with laws and regulations or the
operating rules for electronic transactions adopted by the SITCA.

Article 29

A fund distributor that subscribes to a securities investment trust fund
under 1ts own name on behalf of an investor(s), after receiving notice of a
beneficiaries meeting, shall promptly notify the investor(s) of any matter
having a material impact on investor rights and interests, and shall
collate the opinions of such investors and notify the SITE.

Article 30

When conducting any advertising, public informational meeting, or other
promotional activity for a securities investment trust fund, a fund
distributor shall comply with relevant provisions adopted by the FSC and
SITCA regarding securities investment trust fund advertising, public
informational meetings, or promotional activities by SITEs, and within 10
days from the actual occurrence of such event, the SITE shall file a report
with the SITCA. In the event of a violation, the SITE and the fund
distributor shall be held liable under relevant laws and regulations.
Article 30-1

In conducting fund distribution business, a fund distributor shall, before
the commencement of distribution, disclose to the investors any
remuneration, fees, or other benefits it receives from the SITE.

The SITE shall promptly give notice to the investors of any change in the
information disclosed under the preceding paragraph.

The operational guidelines for content of information to be disclosed and
notification of change to be made under the preceding two paragraphs, and
any subsequent amendment thereto, shall be drafted by the SITCA and
ratified by the FSC.

The fund distributor shall take the actions required by the preceding three
paragraphs within six months after the issuance of the 3 September 2010 to
these Regulations.

In conducting fund distribution business, the fund distributor and 1ts
personnel may not receive from the SITE any remuneration, fees, or other
benefits not stipulated in the distribution agreement.

Article 31

A fund distributor that terminates the handling of fund distribution
business shall immediately inform the SITE, and within 2 days of the actual
date of termination the SITE shall file a report with the SITCA and make a
public announcement.

After a fund distributor terminates conduct of the business of the
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preceding paragraph and before that business is transferred to another fund
distributor, i1t shall assist investors to conduct subsequent fund
redemption, transfers, or other relevant functions.
Article 32
If a fund distributor that conducts fund distribution business violates
these Regulations or relevant self-regulatory rules, in addition to
handling the violation in accordance with relevant laws and regulations,
the FSC may also suspend it from conducting fund distribution business for
a period of 6 months.
If a SITE discovers that a fund distributor's conduct of fund distribution
business violates any law or regulation or oversteps its scope of
authorization, the SITE shall immediately supervise and compel the fund
distributor to make corrections, and shall immediately notify the FSC.
If investor rights or interest are damaged through any intentional or
negligent conduct or violation of the distribution agreement or a law or
regulation by a fund distributor or any of its directors, supervisors,
managerial officers, or employees, the fund distributor shall be liable for
damages.

Chapter IV Supplementary Provisions
Article 33
The FSC shall publicly announce the required format and content of the
application (or registration) documents that a SITE submits when filing for
effective registration or applying for approval to publicly offer, or make
a follow-on offering of, a securities investment trust fund pursuant to
Article 12 or 13 herein.
Application (or registration) documents filed pursuant to these Regulations
shall be prepared in the format prescribed by the FSC and submitted in
bound form.
Article 34
These Regulations shall enter into force from the date of issuance.

Data Source : Financial Supervisory Commission Laws and Regulations Retrieving System

FUH



	Content

