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Preface

The National Treasury Agency is
responsible for the revenues and
expenditures of the National Treasury and
the administration of relevant affairs. It
also handles related businesses regarding
tobacco and alcohol administration, the
public welfare lottery and the administration of government shareholding. We play an
important and active role in the administration of the nation’s policies. The well being of
the government’s finance in vital to the overall economic development of the nation. In
recent years the actual revenues of the government have been affected by changes in the
economy and various tax-cuts and exemption measures, causing its growth margin to be
smaller than the expenditure margin. Yet, in order to revive the economy, promote industry
upgrades and at the same time improve the well being of the people, the government
has still strived to overcome all such difficulties to raise funds and actively pushed ahead
various major public infrastructures and initiated various welfare measures. Under these
sturdy fiscal principles, we have fully collaborated with government administration and now
outlines the key tasks of the year as follow:

1.To effectively maintain control of the national treasury accounts and enhance the

management of treasury affairs and utilization of national treasury funds, we have
constructed the “National Treasury Account Information Management and Processing
System” to keep track of the balance of treasury accounts other than the treasury
deposit account to facilitate treasury fund appropriation.

2.Continue to propel the “Fiscal Reform Plan”. Tax revenue for 2006 exceeded the

budget by over $129.5 billion. It was the second year after 2005 in which the actual
tax revenue exceeded the budget by over $100 billion. The data reflects that the
government’s fiscal deficit has been improved. The difference between annual
revenues and expenditures of the final Central Government accounts(edited by the
Executive Yuan) in FY2006 was in surplus by over NT$16.6 billion , it marked the first
time for the Central Government to enjoy a budget surplus since FY2000.

3.With the aim of increasing market share, expanding marketing channels, and enlarging

the scale of the bank, the Taiwan Cooperative Bank and the Farmers’ Bank were
merged on 15t May, 2006 and the two subsidiaries of Mega Holdings, The International
Commercial Bank of China and Chiao Tung Bank, were merged under the name of




Mega International Commercial Bank Co., Ltd. on 21st August, 2006.

4.Completing of the floating of Chunghwa Telecom’s shares in domestic and offshore
markets with benefit to the appropriation of the national treasury funds.

5.Continue to issue strippable government bonds, offering small-sum investors an
investment channel.

6.To enhance the disclosure of debt information, government organizations of all levels
are required to prepare the Debt Consolidation Report for 2005. The pro forma
figures are published on the NTA website in June 2006 while the approved figures are
published in December. The status of compliance with the Public Debt Act by all levels
of government is fully disclosed.

7.1ssuing Public Welfare Lottery to infuse the surplus into the social welfare activities
and supervising the new and old Issuing Institution in 2006 to expedite the process of
switching. The NTA also assisted the National Sports Council in the legal system of
Sports Lottery .

8.To promote revenue-creating and expenditure-reducing measures and implement the
concept of being self-responsible for local finance, we convened a Meeting on Local
Government Finance. County/city governments with creative thoughts or success
stories for revenue-creating and expenditure-reducing measures were invited to give
presentation for experience sharing.

9.In order to eradicate illegal and disqualified alcohol, the NTA continued to promote
the accreditation system for alcohol products in order to let consumers feel at ease
in purchasing alcohol products. In addition, the effort to clamp down on illegal and
disqualified alcohol has been escalated to protect the health of consumers.

10.To ensure the safety of consumers of alcohol, the NTA implemented the inspection

of the hygiene of imported alcohol, which will help to enhance the hygienic safety of
imported alcohol and protect the health of consumers.
We hereby compile our tasks of the year into this annual report. For further information,
and also on the latest updates on our work, please visit our website www.nta.gov.tw.
We would appreciate your comments on it.

B (Al

Tsai,Ching-Nain
Director-general

National Treasury Agency
Ministry of Finance
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Organization

and Functions

1.0rganizational History
From the early years of the Republic of

China, the Central Government had already
established the Ministry of Finance directly
under the great president as the supreme
agency governing the national finance.
Under the director general of the Ministry
were five departments:namely, the National
Treasury, Government Bonds, Taxation,
Currency, and Accounting. The Department
of National Treasury was in charge of
the utilization of national funds and the
administration of receipts and payments.
The Ministry of Finance under the Beijing
government promulgated the official system
and changed the Chinese name of the
Department of National Treasury from Kuo-
Ku to Ku-Tsang, and changed the name of
the Department of Currency from Chien-Fa
to Chien-Pi.

After the National Government established
its capital in Nanjing, the government
enacted and promulgated the Organizational
Act of the Ministry of Finance on December

8th, 1928. The Ministry consisted of two

agencies, six departments, and three offices.
The Department of National Treasury was
responsible for the utilization of national
assets, examination of appropriations,
safekeeping of funds, and the administration
of the receipts and payments of the National
Treasury. On March 26th, 1940, the National
Government amended and promulgated
the Organizational Act of the Ministry of
Finance , the Ministry was changed to
consist of three agencies, five departments,
and two offices. The Department of National
Treasury was then upgraded as an agency
and the Organizational Act of the National
Treasury Agency was promulgated on the
same day. There were 4 sections and 1
office in the Agency: First Section was
responsible for the formulation and review
of the public treasury system, interpretation
of regulations, and general secretarial
works. Second Section was in charge of
the audit of the National Treasury revenues
and reports. Third Section was responsible
for the audit of the National Treasury

expenditures, reports, and the appropriation



of special funds for all central agencies.
Fourth Section was in charge of the audit
of special fund revenues of the Central
Government. The Accounting Office was
responsible for the annual accounting of the
Agency’s funds and statistical affairs.

The National Government amended and
promulgated the Organizational Act of the
National Treasury Agency on February 10t
1942, and expanded the organization into
6 sections and 2 offices: First Section was
responsible for the planning of the public
treasury system. Second Section was
in charge of the examination of National
Treasury revenues. Third Section was
in charge of the examination of National
Treasury expenditures. Fourth Section
was responsible for the audit of local
government annual expenditures and
reports. Fifth Section was in charge of the
administration of special funds and the
examination of receipts and payments
of government-owned properties. Sixth
Section was responsible for reports and

the audit of public debt, government bonds

and donations. The Statistics Office was
in charge of the statistical affairs regarding
the receipts and payments of the National
Treasury and county (city) treasuries.
The Accounting Office was responsible
for the annual accounting of the Agency
funds and the statistics of the National
Treasury. On July 22", 1981, the President
promulgated the amended Organizational
Act of the National Treasury Agency, which
stipulated that the Agency was to have 1
Director-General, 1 or 2 Deputy Director-
Generals, four business divisions and three
offices (secretariat, personnel office, and

accounting office).

2.Present Organization
i. On July 1-,1999, based on the Principles

of the Taiwan Provincial Government
Functional Business and Organizational
Adjustment issued by the Executive Yuan,
the Agency took over the Provincial
Government's employees and operations
that had originally belonged to the former

Provincial Department of Finance, and
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continued its business operations at
the same location after renaming it the
Central Regional Office (The National
Treasury Affairs) under the Ministry of
Finance. Four different Sections were
established to administer the supervision
and advisory of local government
treasuries; to supervise financial planning
for major local government, projects; to
provide advice for public debt of local
governments; to supervise and examine
of local government financial affairs; to
monitor and audit funding and budget
execution, fund management utilization;
as well as to investigate and control

tobacco and wine irregularities.

ii.In line with the reform of the tobacco and

alcohol monopoly, " The Organizational
Act of the National Treasury Agency"
was amended and promulgated by the
Presidential Order on April 19th, 2000, one
more division was added. In accordance
with the Organizational Act, the Agency
set up five divisions and four offices.

Each division set up its own sections to

handle the affairs.

ii.In line with the establishment of the

Financial Supervisory Commission on
July 1st, 2004, the NTA took over some of
the business affairs originally handled by
the Bureau of Monetary Affairs and the
Department of Insurance of the MOF.
(i)The Bureau of Monetary Affairs was
originally responsible for the issuance
and administration of Public Welfare
Lottery. The NTA is responsible for
handling the affairs of the Public
Welfare Lottery Supervisory Committee
and appropriation of earnings. In
responding to the establishment of the
Financial Supervisory Commission
on July 1st, 2004, the issuance and
administration of Public Welfare Lottery
was transferred to the Fourth Division
of the NTA from January 1st, 2004.
(ii)The Bureau of Monetary Affairs was
originally responsible for handling the
business affairs of four international
financial organizations including the

Asian Development Bank (ADB),Central



American Bank for Economic
Intrgration(CABEI), European Bank
for Reconstruction and Development
(EBRD)and Inter-American
Development Bank (IDB). It was
resolved in the “Meeting for Discussion
of the Allocation of International
Financial Organization Affairs”
convened by the Executive Yuan on
July 22nd, 2004 that the affairs be
handed over to the Ministry of Finance.
The Deputy Minister of Finance shall
continue to serve concurrently as the
Alternate Governor of the ADB and
CABEI. The Financial Supervisory
Commission and NTA completed the
handover on September 30th, 2004 and
the Third Division of the NTA officially

took over the handling of the affairs.

(iii)Starting from May 20, 2004, the

NTA took over the management
of government-owned financial
institutions. Upon the approval of the
The Guidelines for the Establishment of

Government Shareholding Mangement

Unit of the Ministry of Finance” by the
Executive Yuan , the Unit went into
operation on March 1st, 2005. Besides
, in order to centralize management,
the administration of government
shareholdings was incorporated into
the existing organizational structure
on January 1st, 2007 with the Second
Division responsible for the affairs.
To ensure a balanced allocation of
workload, responsibilities and staffs,
the handling of annual revenue
administration, planning and financing
of the budget and management of
national treasury funds that originally
belonged to the First Section of the
Second Division was transferred to the

First Division together with its staffs.
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3.0rganization System and Functions of The National Treasury Agency
(The amendment shall become effective from January 1%, 2007)

|eisusn
-10)0811Q

s|eJauan)
-1030811q Aindag

First
Division

Second
Division

Third
Division

Fourth
Division

Fifth
Division

—— Secretariat

| Accounting
Office

Personnel
Office

Civil Service
Ethics Offic

Central

Region

Office

— First Section

Second Section

+——— Third Section

Fourth Section

— First Section

Second Section

— Third Section

Fourth Section

[ First Section

Second Section

— Third Section

— First Section

Second Section

——— Third Section

—— First Section

Second Section

——— Third Section

First Section

Second Section

: Planning and supervision of the public treasury system, advising the management and disposal of property.

: Supervision of Operational Procedures for Treasury Centralized Payments, control of Treasury Checks,
auditing and transferring the central government's distribution budget for annual expenditure.

: Planning and financing of Central Government annual and special budgets, management of National
Treasury funds.

: Planning, development and management of the National Treasury Information System.

: Government shareholdings management.

: Government shareholdings management.

: Coordination of budgeting and supervision of state-owned enterprises and special government funds,
management of the MOF State-Owned Enterprises Privatization Fund.

: Management, adjustment, and review of government fees, fines, property, and other revenues.

: Planning of the central government debt management system, regulatory amendments and interpretations,
supervision of local government public debt, as well as handling the affairs of international financial
institutions.

: Issuance, promotion, management and annual budgeting of government bonds ,and management of the
Central Government Debt Fund.

: Repayment of government bond principal and interest, and the audit, annulment, custody, and destruction
of fully repaid bond certificates.

: Review of major government construction expenditures, planning, review, coordination, and execution of
the civil defense resources mobilization plan.

: Planning and guidance of fiscal operations at all levels of local governments.

: Auditing bills regarding the increase of government expenditures, such as social welfare, and supervising
the management and utilization regarding the issuance of public welfare lottery.

+ Additions and amendments to the Tobacco and Wine Act as well as related bylaws, interpretation of

regulations governing tobacco and wines, promoting the quality alcohol certification system and taking
charge of statistical data of tobacco and alcohol.

: International economic and trade affairs, foreign-related affairs on tobacco and alcohol administration,
inspection of imported alcohol.

: Supervision of tobacco and wine manufacturing, import businesses, review of local wine product labeling
and related affairs.

: Custody control of official seals, administrative and archives management.

: Research studies, press contacts, and correspondence with the Legislatyre Yuan.

: National Treasury accounting, national debt accounting, non-for-profit funds, and budgeting, accounting,

and statistical management for the National Treasury Agency.

: Organizational management, promotions and transfers, performance reviews, training and education, salary

packages and welfares, retirement and pension services, personnel services.

: Regulatory compliance, anti-corruption, security of government confidential information, security and safety

of agency facilities, assistance for appeals and petitions.

First Section

Second Section

Third Section

Fourth Section

+ Compilation of local government financial data, local government treasury and finance related affairs,
investigation and control of tobacco and wine related irregularities.

: Local government construction funds, unconcluded cases concerning tobacco and wine monopoly,
investigation and control of tobacco and wine related irregularities.

: Former Taiwan Provincial Government debt, enterprise funds, non-for-profit funds, investigation and control
of tobacco and wine related irregularities.

: Investigation and control of tobacco and wine related irregularities.



4 Personnel Overview

1.Staff by level of Education

Total
147 persons W Senior High
100% School M Graduate
3 Persons School
2% 45 Persons
31%
University and /
College
99 Persons
67%

2.Statistics of Gender

M Female
W Male 86 Persons
61 Persons 59%
41%

3.Staff by Age Group

Total
147 persons
100%

Age
60~65 1 4

I O

30~39 40
20~29 B 7
0 10 20 30 40 50 60

Number of Persons
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iii.Promulgating collection and

Administration of Treasury
Affairs

1.General Establishment of Agent
Institutions of the National Treasury
and Supervision of their Businesses

disbursement form with bar-code for

the national treasury.

The Ministry of Finance had ratified 4
bar-coding forms used by the national
treasury and “Bar Coding Project of

i.Generally establishing agent the National Treasury’s Collection and

suoljoun4 pue uoneziuebip

institutions Disbursement Forms”. Henceforth,

To facilitate the payment of taxes
by the public, and the receiving and
paying needs of the government,

the Central Bank established agent

all agencies are requested to
handle accordingly and the original
handwritten forms will be used until
July 18t 2008.

institutions based upon the actual iv.Establishing “The Treasury

business requirements of each area Information System of the Accounts
on behalf of the national treasury.
As of the end of December 2006,

one General Treasury, 349 national

of Government Agencies”

To effectively access the information
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of public fund of central government

treasury agent institutions, and 4,474 agencies, and to meet the funding

tax collecting institutions were in need of national treasury, “The

place. Treasury Information System of the

business had been built in October 2006.

To enhance the supervision of the 5 promoting the “Stage 2 Operational

Plan of the Treasury Centralized
Payment System for National
Defense Expenditures”

public treasury, the agency checked
the revenue receiving and payment
procedures whenever necessary,

and audited the agent institutions of .
In order to promote “Stage 2 Operation

900z Ul syuang Joley jo Alewwing

national treasury annually.



Plan for Treasury Centralized Payment
System Implemented on National Defense
Expenditures” this agency positively
checks with Ministry of National Defense
the result of the operations and reaching a
consensus. The upper limit of each petty
cash disbursement from national defense
expenditures is adjusted to $30,000
beginning from January 1st, 2007.

3.Supervising the promotion of
electronic payment operations by
the Taipei Regional Disbursing
Office (TRDO), Ministry of Finance

In line with the e-government policy and
the requirements of government agencies
by the Taipei Regional Disbursement
Office, Ministry of Finance , except those
have received central subsidies of local
agencies and the special funds , the
national electronic payment system was
adopted after timely review. At the end
of 2006, there were 412 government
agencies were participating in the national
electronic payment system; and 52
agencies through Central Regional Office.

4 .Enhancement of the Treasury
Information System Management

i.To add more contents to the National
Treasury Agency (NTA) website, at
the end of 2006, the website had been
visited more than 850,000 times.

ii.To expand ‘The Tobacco and Alcohol
Management Information System’
(TAMIS), the NTA continued to renew
tables of TAMIS, adding more functions
of information inquiry and statistical
analysis.

iii. To set up ‘The Tobacco and Alcohol
Trade Facilitaion Information System’,
the NTA accelerated the tobacco and
alcohol custom automation operations.

iv.To complete the integration of the
short-, medium-, and long-term debts
information system, as to timely
know the public debts situation of the
Treasury, it added more efficiency for
the government financial balancing and
debts management.

v.To improve the public fund deposition
and account management of each
agency of the central government,
and to meet with the needs of future
balancing of the Treasury, ‘The Treasury
Information System of the Accounts of
Government Agencies’ (TISAGA) had
been built.
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Enhancement of Annual
Revenue Administration

1.Completing the preparation of FY

2007 Central Government general
government revenues

In order to implement various
government administrative affairs, the
Agency has already cooperated with the
DGBAS to finish the preparation of the
FY 2007 General Government Revenues
of the Central Government as scheduled.
The annual revenues shall be NT$1 trillion
487.1 billion, and the annual expenditures
shall be NT$1 trillion 629.4 billion. The
annual deficit shall be NT$ 142.3 billion. In
addition, the principal repayment shall be
NT$ 6 billion. The total financing needed
shall be NT$148.3 billion, which shall be
covered by government bonds and long-
term borrowings,at NT$135 billion, and
the surplus of previous fiscal years,at
NT$13.3 billion.

2.Completing the preparation of

the FY 2006 special budget of
the Central Government for the
expansion plan of infrastructure
investment

In order to increase the investment
benefits of public infrastructure, maintain
the competition advantages of Taiwan, and
accelerate the transition and upgrading of
the country, the Agency has selected ten
major items in the light of “Challenge 2008
National Development Plan” and planned a
five year infrastructure investment project
from FY 2004 to FY 2008. In addition, in
accordance with Article 5, Paragraphs 2
and 3 of “the Special Act of the Expansion
of Infrastructure Investment”, the Agency
has completed the preparation of the
FY 2006 special budget of the Central
Government for the expansion plan of
infrastructure investment. This special
budget includes annual expenditures
of NT$ 96,994.3 million, which shall be
covered by the revenue of NT$ 18,000
million from the sale of the government
shares of Taiwan Power Company and
NT$78,994.3 million from government
bonds and long-term borrowings.

3.Completing the preparation of the

FY 2006 and 2007 special budgets
for Central Government Project on
the Regulation of Flood-prone Areas
Phase |



In order to effectively resolve the flood
problem in Taiwan , the Agency has
adopted systematic strategies, following
the precedent of the Keelung River Overall
Improvement Project, to manage serious
flood situations at counties and cites
since FY2006. In addition, in accordance
with Article 4 of “the Special Act for Flood
Management”, the Agency completed
the preparation of the FY 2006 and 2007
special budgets for Central Government
Project on the Regulation of Flood-
prone Areas Phase | . This special
budget includes annual expenditures of
NT$30,965 million, which shall be covered
entirely by government bonds and long-
term borrowings.

4.Completing the preparation of the
FY 2006, 2007and 2008 special
budgets for Central Government
Project on the Regulation of Flood-
prone Areas Phase | in Shihmen
Reservoir and its catchment area

In order to maintain the operation
function of the Shihmen Reservior,
safeguard the ecological development
of the upper river collection areas, and

protect the people’s right to use water, the

government shall manage the surrounding
of the Shihmen Reservoir water collection
areas, protect the environment of the
reservoir’s water resources, and build
facilities to reduce the high turbidity
water. In addition, in accordance with
Article 4 of “ the Special Act Governing
the Management of Shihmen Reservoir
and Its Catchment Area”, the Agency
completed the preparation of the FY 2006
,2007and 2008 special budgets for Central
Government Project on the Regulation of
Flood-prone Areas Phase | . This special
budget includes annual expenditures of
NT$13,970 million, which shall be covered
by the government bonds and long-term
borrowings, at NT$10,358.62 million, and
the surplus from the previous fiscal years,
at NT$ 3,611.38 million.

5.Continuously promoting the “Fiscal

Reform Plan” to achieve the target
of fiscal balance

i.In order to improve the fiscal revenues
and expenditures and effectively utilize
and distribute evenly the resources,
the Ministry of Finance has taken
into consideration the conclusion of
the Fiscal Reform Committee of the
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Executive Yuan and proposed a Fiscal
Reform Plan, which was approved
by the Executive Yuan on April 22nd,
2003. Each short, medium, and long-
term fiscal reform measures included
in the Plan has been implemented by
the concerned competent authorities
through administrative improvement
measures or amendments to the laws
in accordance with supervision and
evaluation criteria.

ii.The Fiscal Reform Plan has been
executed for 3 years and has made
11 short-term and 7 medium-term
supervision and evaluation. The plan
has attained initial success due to the
active implementation of each agency
as well as the continuous recovery of
the domestic economy. The amount
of levied tax in FY 2004 exceeded the
budget by NT$48,500 million. It's the
first since FY 1999 that the levied tax
exceed the budget. The amount of
levied tax in FY 2005 exceeded the
budget by NT$187,700 million, and the
mount of levied tax in FY 2006 also
exceeded the budget by NT$129,500
million. It’'s the second time that the
tax revenue collection exceeded the

budget by NT$100,000 million since
FY 2005, which helped improve the
financial deficit. In addition, the final
Central Government accounts in
FY2006 edited by the Executive Yuan
reported that the difference between
annual revenues and expenditures was
in surplus by NT$16,600 million. This
evidence shows that the government
has effectively controlled the fiscal
deficit.

6.Reviewing the standards for charges

and fees

In order to implement the principle of
user charges under Charges and Fees Act,
which people pay directly for the services
they receive from government, suggestions
were given to the central competent
authorities in prescribing or amending
relevant regulations in the term of charges
and fees collection. Furthermore, this
agency enhances the reviewing on the
standards for charges and fees stipulated
by central competent authorities. 65 cases
of standards for charges and fees, 989
items have been reviewed and agreed in
2006.



Debt Management 48% of the average of nominal
GNP for the previous three years, of
which 40% and 8% are allocated to

the central government and all local

1.Government Public Debt Planning
and Management

i.Regulatory Researching and governments, respectively. The

Amending: Amending the Guidelines
on Reducing/Suspending Grants to
Municipal and County Governments
for Failing to Make Debt Relief in
Accordance with Article 8 of the Public
Debt Act.

In order to push local governments
to comply with the Public Debt Act
for improving debt management,
the Executive Yuan amended and
promulgated “the Guidelines on
Reducing/Suspending Grants to
Municipal and County Governments
for Failing to Make Debt Relief in
Accordance with Article 8 of the Public
Debt Act” on July 12th, 2006.

ii.Management of General Government
Debts

A.According to Article 4 of the Public
Debt Act, the unpaid balance of
general government debt longer
than one year should not exceed

outstanding amount of the short-
term debt maturing within one year,
for the purpose of counterbalancing
treasury income and expenditures,
against the sum of general and
special budget should not exceed
15% for the central government and
30% for the local governments.
B.Internal debts and the management
1.Central Government general
budget: NT$ 239 billion of the
government bonds and long-
term loans of the FY 2006 Central
Government general budget
was prepared. The actual issue
amount was NT$ 64 billion.
2.Special budget: For the special
budgets of the 2004-2006
expansion plan of infrastructure
investment, NT$ 172 billion of
government bonds and long-
term loans was prepared (with
deduction amount deducted).
Total NT$ 128 billion has been



executed as of the end of 2006.
3.Central Government internal
debt: Up to the end of December
2006, the final accounts of the
outstanding Central Government
internal debt edited by the
Executive Yuan were NT$ 3,629
billion, the ratio of which to the
average GNP of the previous 3
fiscal years was 32.03%.
C.Management of Local Government
Debt
As of December 31st, 2006, Yilan
County, Hsin Chu County, Miaoli
County and Tainan City failed
to abide by the regulation of the
Public Debt Act with respect to
debt maturing within one year.
The Agency has continued urging
above governments to rectify in
conforming to “the Guidelines on
Reducing/Suspending Grants to
Municipal and County Governments
for Failing to Make Debt Relief in
Accordance with Article 8 of the
Public Debt Act”. As for the debt
longer than one year, each county
(city) government conformed to the
debt cap of 45%. However, the

budget of total outstanding debt
of all county (city) government
reached 2.22% of the average of
nominal GNP for the previous three
years, which exceeded the 2% limit
allowed by the Public Debt Act.

iii.Strengthening Public Debt Disclosure

The Ministry of Finance edited
preliminary statistics of public debt
of all levels of government to post on
our website of the National Treasury
Agency in June 2006, and the audited
statistics in December 2006, to reveal
the status complying with the Public
Debt Act of all levels of government and
strengthen the disclosure of public debt

information.

iv.External debts and the management

In accordance with the Act Governing
Foreign Loans and Guarantee for
Government to Develop Economy
and Society, the cap of authorized
government foreign loans and
guarantee is US$ 9,500 million. Up
to the end of December 2006, the
outstanding amount of loans was US$
2.373 million, which will be covered by
the subordinate unit budget.



2.Central Government Debt and prevent the risk of settlement and

Management liquidation regarding transactions in the

] . Treasury Bills market, and achieve the
i.The issue and tender of Government

Bonds

The bonds of 2006 were issued in the
form of book-entry bonds. The auction
method adopted “uniform-rate auction”,
with 0.125% increments in coupon
rates. The rate was set at the level of
the bid identical to the max bid rate
of the successful bids or the nearest
figure below that figure. There were
twelve biddings in the entire fiscal year
of 2006, seven of which were original
issuance and five of which were re-
opened issuance. The total issue
amount was NT$ 440 billion with a
discount of NT$ 4,194 million.

ii.The issue and tender of Treasury

Bills

In order to regulate the National
Treasury in FY 2006, Treasury Bills
were issued two times (all issued
in the form of book-entry). The total
issue amount was NT$45 billion. The
implementation of book-entry Treasury
Bills can lower short-term capital costs,

goal of dematerialization for the entire
Central Government bonds.

iii.Borrowings

In order to flexibly balance the treasury
revenues and expenditures, and elevate
the funding efficiency of the National
Treasury, in accordance with Article 1,
Paragraph 3 of the Treasury Bills and
Short-Term Loans Act, the Ministry of
Finance, in search of balancing the
treasury revenues and expenditures,
may negotiate for loans maturing in less
than one year. The outstanding of short-
term debt shall not exceed 15% of the
total annual expenditures against the
Central Government General Budget
and Special Budget of the current fiscal
year. Upon the requirement of balancing
and in cooperation with the issuance
of Treasury Bills, the short-term loans
may be borrowed or repaid at any
time through price negotiation on the
purpose to save the interest expenses.
Upon the requirement of balancing
the National Treasury in 2006, there
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were eleven terms of loans to a total of
NT$215 billion.
Upon the requirement of balancing the

National Treasury and fiscal finance of
the Debt Service Fund in 2006, there
were nine terms of long-term loans to a
total of NT$ 145 billion.

3.Principal and interest repayments,
auditing and settlement, and
destruction of Government Bonds
and Treasury Bills

i.The repayment of Government Bonds:

The principal of the general budget
bonds of NT$ 150 billion and the
interest of NT$ 57 billion were repaid
as scheduled in 2006. The principal of
Type A bonds of NT$25 billion, yet NT$
21 billion was paid for the interest. Total
amount is NT$254 billion.

ii.The repayment of Treasury Bills: The

principal and interest of NT$65 billion
was paid as scheduled.

iii.Auditing and settlement of bond

certificates: The redeemed bond
certificates abrade with regard to the
financial institutions entrusted to handle
the principal and interest repayments
of Central Government Bonds, the

Ms. Hsuei-Hsiang Chen, represented the
Agency to receive the innovation award
from the Executive Yuan.

principal and interest repayment of
government bonds in 2006 was NT$
333 billion, and the principal and
interest repayment of the Treasury Bills
was NT$ 65 billion.

iv.Destruction of bond certificates: The
bonds with expires redemption duration,
after the auditing and settlement, the
redeemed bond certificates shall be
destroyed by burning in accordance
with the law. The amount of 1993 1st to
6th issue Type A certificates of Central
Government Development Bonds
destroyed in 2006 was 1,696,187
pages, in NT$ 327 billion; and 402
pages overdue certificates approved
individually in previous fiscal years.

4.Continuously Issuing Strippable
Government Bonds

In order to develop the principle-
guarantee products, construct more
complete yield curve and provide the
investment channel for individual investors,
the MOF continued to issue the 5 year
Strippable Government Bonds in 2006, a
total volume of NT$ 65 billion.

The issuance of Strippable Government
Bonds not only increases the diversity



of bond products but also contributes
significant effect to the market
development. The project of issuing
Strippable Government Bonds, participated
in the competition of “Establishment
of the Participation and Recommendation
Mechanism By Organizations (2006)”,
had been graded as excellent by the
Executive Yuan and received the award on
November 23rd, 2006.

5.0peration of the Debt Service Fund

The main function of the Debt Service
Fund is to improve the debt management,
promote the fiscal finance efficiency, and
solves the pressure of debts. Raising new
debts to repay old debts can help smooth
the profile of redemption and modify the
debt structure of government. In 2006, the
new debts raised for the repayment of old
debts were NT$ 460 billion, along with NT$
65 billion appropriated from the general
budget for mandatory principal repayments
to repay mature debts of NT$ 398 billion
and undue high interest debts of NT$ 127
billion. To repay undue high interest debts
saved NT$ 1,321 million on debt interests.
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Surpervising Local
Government Finance

1.Reexamining the draft to amend

“The Act Governing the Allocation
of Government Revenues and
Expenditures” based on the
consensus of the Conference on
Sustaining Taiwan’s Economic
Development

In order to improve the local
governments’ fiscal position, the Ministry
of Finance, with the assistance of the
Directorate-General of Budget, Accounting
and Statistics, discussed a draft to amend
“The Act Governing the Allocation of
Government Revenues and Expenditures
"with the local governments. The draft
was sent to the Executive Yuan on June
2314, 2005. With the Ex-Minister Without
Portfolio Hu, Sheng-Cheng convening
two meetings to discuss the draft, the
review of the draft was finished on
August 22"d, 2005. Then the Ministry of
Finance reexamined the draft based on
the consensus about the allocation of
government revenues and expenditures,
and government fiscal discipline reached
by the Conference on Sustaining Taiwan’s

Economic Development held in July 2006.
The result of the reexamination on the
draft was sent to the Executive Yuan on
September 8th, 2006.

2.Amending “The Distribution

Regulations for the Centrally
-Allotted Tax Revenues”

In order to expedite the development
of public infrastructure and budgetary
planning by local governments, the Ministry
of Finance promulgated an amendment
to “The Distribution Regulations for the
Centrally-Allotted Tax Revenues ” with
the approval of the Executive Yuan on
August 14th 2006 .The amendment
shall become effective from January 18t
2007. It stipulates that the Competent
Authority can request a temporary re-
allocation of financial resources from the
Local Construction Fund if the Competent
Authority has a shortfall resulting from
distributing monthly the Centrally-Allotted
Tax Revenues to the local governments.

3.Holding the Meeting on Local

Government Finance to promote
measures to create revenue and
reduce expenditure



In order to promote measures to

create revenue and reduce expenditure
to further implement the spirit of fiscal
accountability for local governments, the
Ministry of Finance held a meeting on
Local Government Finance in September
2006 and invited local governments
which had taken measures to achieve
excellent accomplishments in revenue-
creating and expenditure-reducing to make
presentations and share their experience
of success during the meeting. In addition,
the amendment to “The Implementation
of Measures to Create Revenue and
Reduce Expenditure” was passed in the
meeting. The Ministry of Finance has
requested in writing that local governments
implement these measures actively. The
implementation of these measures will
serve as a reference for the Ministry of
Finance and the Directorate-General
of Budget, Accounting and Statistics,
Executive Yuan to evaluate the financial
performance of local governments. The
Ministry of Finance has also requested
the relevant departments of central
government to help the local governments
solve any problems arising from

Finance (September 215t, 2006)

implementing these measures.

4.Profile of the Centrally-Allotted Tax

Revenues

The centrally-allotted tax revenues
are distributed by central government to
local governments as their tax revenues.
Once the actual centrally-allotted tax
revenues exceed the forecast amount,
the higher than forecast centrally-allotted
tax revenues should be distributed to
local governments. However, if there is a
shortfall in forecast centrally-allotted tax
revenues, they will not be made up by
central government. During the period from
July 1999, when the central government
began to distribute the centrally-allotted
tax revenues to local governments, to
2003, the actual centrally- allotted tax
revenues had been lower than the forecast
amount owing to a sluggish economy and
tax exemptions. However, tax revenues
have exceeded the forecast amount since
2004. The centrally-allotted tax revenues
were 11.25% higher than forecast in 2006.
The income tax revenues were NT 11,900
million, or 22%, higher than expected and
the land value increment tax revenues
were NT 1,700 million, or 19%, higher than

= The 2006 Meeting of Local Government
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expected. These increase tax revenues
should help ease fiscal pressure on local
governments.

5.The local Construction Fund

The local Construction Fund were
transformed from the “Taiwan Provincial
Construction Fund” of the Taiwan
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Provincial Government, assisting local
governments or private middle schools
upward in engaging in productive and
beneficial investment construction
plans, such as public enterprises,
public infrastructure, implementation of
equalization of land rights, educational
construction, and other constructions, by
offering preferential interest.

The FY 2006 Local Construction Fund
plan set NT$ 10 billion as its goal. After 3
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times of the “Commissioners’ meetings of
Local Construction Fund Administration”, 1
time of the “Meetings of Local Construction
Fund Administration”, and 3 times of the
“Commissioners’ Meetings of Approval
CasesReview Unit”, the total amount
of cases approved was 27 with a total
amount of NT$ 9,131 million which
achieved 91.31% of the goal as set in the
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products

Administration of Tobacco & 2.Issue permit license for tobacco

Alcohol Products

1.Amend the relevant tobacco &
alcohol administration regulations

For the purpose of improving the
effectiveness and benefits of tobacco
and alcohol administration, the relevant
regulations are amended from time to time
with consideration for both the regulatory
and implementation aspects of the
regulations. The following regulations were
amended in 2006: The Hygiene Standards
for Alcohol Products, Regulations
Governing Undenatured Ethyl Alcohol,
Regulations Governing the Inspection of
Imported Alcohol, Regulations Governing
the Type and Administration of Recyclable
Tobacco and Alcohol Wastes and the
amendment prescribing that alcohol
products with the residue of sulfur dioxide
higher than 0.25 grams but less than 0.4
grams per liter must be labeled. The
“‘Notable and Unnotable Matters for
Standard Contract of Tobacco and Alcohol
Products Gift Checks” were formulated in
accordance with Paragraph 1, Article 17 of
the Consumer Protection Act.

& alcohol manufacturers and
importers

Manufacturing and package sales
of alcohol products were liberalized on
January 1st, 2002 upon implementation
of the new tobacco and alcohol system.
Subsequently, the production and package
sales of tobacco products were liberalized
on January 1st, 2004. Manufacturers and
importers must obtain the permit license
issued by the Ministry prior to commencing
any business operation. Up to December
31st, 2006, the Ministry has issued 1,994
permit licenses for tobacco and alcohol
importers (a net increase of 239 importers
in 2006) and 438 permit licenses for
alcohol manufacturers (a net increase of

15 manufacturers in 2006).

3.Continually promote the certification

system of alcohol products

In an effort to prohibit the sale of
privately produced and inferior alcohol
products to ensure consumer welfare, the
Ministry introduced the alcohol certification
system in 2003. Up to December 31st,
2006, the following manufacturers have
been certified: 7 manufacturers of rice

Promotion of High Quality Tobacco and Alcohol

so0eJ9lJd

suoljoung pue uoneziuebio

o3}
c
n
S
(]
»
n
o
<
(0]
=
<
(]
=

900z Ul syuaAg Joley Jo Alewwing



o
—
D
—
V)
(@]
@

suolnjoun4 pue uoneziuebio

oY)
c
(2]
=]
()
(2]
(2]
©)
<
()
=
<
(o)
S

900z Ul syuaag Jolely jo Alewwng

spirits and cooking alcoholic beverages

(44 types of alcoholic products), 10
manufacturers of sorghum wine (41 types
of alcohol products) and 1 grape wine

manufacturer (4 types of alcohol products).

4.Inspection of Imported Alcohol

In order to enhance the safety of alcohol
consumption, Article 39 of the Tobacco
and Alcohol Administration Act prescribes
that alcohol products may be permitted to
be imported only after being inspected by
the central competent authority for their
conformity to the hygiene requirements.
The inspection system was enforced
first from January 1st, 2006 in two stages
according to the types of alcohol products
and inspection of imported alcohol was
enforced in its entirely from July 1st,
2006. Over 14,000 applications were
processed during 2006. The system is
operating smoothly and helps to enhance
the hygiene safety of alcohol products and
protect the health of consumers.

5. Consumer Protection

The NTA has actively pursued the
planning of the relevant measures for

tobacco and alcohol management upon

tobacco.

lifting of the restriction on privately
manufacturer of tobacco and alcohol
to protect consumer welfare. Besides
launching the “2006 Consumer Protection
Campaign of the MOF” and conducted
training for the Consumer Protection Act,
investigation and seizure of illegal and
inferior tobacco and alcoholic products
in real practice and skills of identifying
illegal and inferior products, the NTA, from
time to time, continually promotes the
safety and general knowledge of tobacco
and alcohol consumption through printed
and electronic media. We also adopted
relevant measures and hosted events
in line with the work carried out by the
Consumer Protection Commission of the
Executive Yuan.

6.Investigation and Seizure of lllegal

and Inferior Tobacco and Alcohol

i.NTA continually utilizes the manpower
resources of the “Central Supervisory
Unit for the Handling of Seizures of
Tobacco and Alcoholic Products” and
“Mechanism for Central Government
Support to Local Government in the
Seizure of lllegal and Inferior Tobacco
and Alcoholic Products”, offering

Cracking down on cases of the sale of illegal



assistance to local tobacco and alcohol
administration agents in carrying out the
investigation and seizure of illegal and
inferior tobacco and alcohol. Besides
providing support from time to time, the
NTA ran the “National Investigation and
Seizure of lllegal and Inferior Tobacco
and Alcoholic Products” campaign for

four times during 2006.

.Set up the emergency reporting

mechanism for major accidents related
to illegal and inferior tobacco and
alcoholic products to handle major

accidents in a timely manner.

iii.Convened the 2006 Meeting for

Seizure of lllegal and Inferior Tobacco
and Alcoholic Products. Eighty nine
proposals were discussed upon and
a common consensus was reached
and thirteen futures measures for the
seizure of illegal and inferior tobacco
and alcoholic products were passed.
The regulatory measures will serve as
guidelines for the various agents to
comply with in carrying out seizure of

illegal and inferior products.

iv.In 2006, a total of 2,088 illegal cases

(1,149 illegal and inferior tobacco and

alcoholic products; 939 for others)

were cracked down by the various
levels of governments. A total of
3,660,260 packs of illegal tobacco
product were seized, valuing $195.54
million and a total of 587,425 liters of
illegal alcohol were seized, valuing
$87.45 million. Customs also cracked
down 1,275 incidences of smuggled
tobacco (2,950,137 packs, valuing
29.99 million) and 204 incidences of
smuggled alcoholic products (56,244

bottles, valuing 3.37 million).

7.Distribution and Utilization of
the Tobacco Health and Welfare
Surcharge

i. Pursuant to Article 22 of the “Tobacco

and Alcohol Tax Act” revised and
announced on February 16th, 2006
and Articles 5 & 6 of the “Regulation
Governing the Distribution and
Utilization of the Tobacco Health
and Welfare Surcharge”, 1% of the
tobacco health and welfare surcharge
is allocated to fund the seizure of
illegal and inferior tobacco and anti tax
avoidance and evasion measures. The
“Criteria Governing the Utilization of
Tobacco Health and Welfare Surcharge
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In Seizure of Inferior Tobacco Products
and Anti Tax Avoidance and Evasion”
came into effect on May 16, 2006
to be used as the regulatory basis
for distribution and utilization of the
surcharge.

. In light of the fact that the tobacco

health and welfare surcharge for
distribution and utilization in seizure of
illegal tobacco was not incorporated
in the 2006 budget, the NTA made an
application to appropriate the second
reserve of the central government
budget totaling $89.6 million for funding.
Central government agencies received
$35.84 million while local government
agencies received $53.76 million.



The Management of
Government Shareholdings

1.The Implementation of the Important
Conclusions of the Conference
on Sustaining Taiwan’s Economic
Development

In order to make the policy of
government shareholdings be in
concordance and transparent, the
Ministry of Finance established “ The
Merger and Share Release Guidelines for
Government-Owned Financial Institutions”.
In the future, the Ministry will continue to
handle the merger and share release for
Government-Owned Financial Institutions
under the principles of respecting the
market and creating comprehensive
results, and all procedures will be carried
out under a fair, just, open and transparent
mechanism.

2.Strengthen Corporate Governance
of the Government-Owned
Institutions

According to The 13th Meeting of The
Finance and Economics Meeting of the
Executive Yuan, the premier directed that
“Enacting corporate governance is the

pre-eminent policy of our government at
present, and independent directorship is
the core element to strengthen corporate
governance. Government-owned
institutions in particular should follow the
policy in a leading manner, in that they
should appoint independent directors
when their board of directors is near the
end of its term so that they can be models
for other companies”, therefore, with the
purpose of enacting corporate governance,
the Ministry established “The Guidelines
for the Appointment, Management and
Evaluation of Independent Directors of
State-Run Enterprises Affiliated to the
Ministry of Finance” on April 17”‘, 2006.
The Land Bank of Taiwan took the lead in
implementing the said policy on July 301",
2006, and appointed two independent

directors.

3.The Amalgamation of the Taiwan

Cooperative Bank and The Farmers’
Bank

In order to improve the rate of market
occupation, expand business channels,
and enlarging the scale of the bank, the
resolution to amalgamate the Taiwan
Cooperative Bank and Farmers' Bank
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was passed by the shareholders' meeting
on December 28"‘, 2005. The date of the
merger was set for May 15!, 2006 and the
bank became the largest domestic bank
and the 18th largest commercial bank in
Asia.

4. The Merger of The International

Commercial Bank of China and
Chiao Tung Bank

In order to fully boost its comprehensive
results, the two subsidiaries of Mega
Holdings, The International Commercial
Bank of China and Chiao Tung Bank, were
formally merged into one bank under the
name of Mega International Commercial
Bank Co., Ltd. on August 215t, 2006.

5.Merger Between The Bank of

Taiwan and Central Trust of China

The Executive Yuan approved the said
merger in November, 2005. The Ministry
of Finance and relevant units established
a task force in order to precede with
subsequent matters related to the merger.
The merger is anticipated to be completed
on July 15t 2007.

6.The Privatization of Taiwan Tobacco

and Liquor Corporation

The privatization plan of the Taiwan
Tobacco and Liquor Corporation has
been discussed and the conclusion
has been made in the 145th meeting
of The Committee for the Promotion of
the Privatization of Government-Owned
Enterprises, Executive Yuan on November
10”‘, 2006. The Taiwan Tobacco and
Liquor Corporation will follow the
conclusion to modify the plan and propose
the modified plan to the Executive Yuan.
The Ministry of Finance will execute the
related procedure of privatization after the
Executive Yuan approve the modified plan.

7.The Concurrent Offering of the

Government’s Shares of Chunghwa
Telecom

In accordance with the directive of the
Executive Yuan, The Ministry of Finance
committed Chunghwa Telecom to handle
the concurrent offering of its shares
owned by the Ministry of Transportation
and Communications, and the offering
was completed on September 29th,
2006, with the revenue from the release
being NT$34,400 million, which includes
a domestic release of NT$6,100 million
and a release abroad of USD$855 million



(equal to NT$28,300 million), and the for privatization, and to accelerate the
revenue raised was beneficial for our promotion of privatization.

national treasury. ii.From its establishment in 2001 to
the end of December 2006, the
total payment for the privatization

8. The Fund for Privatization of
Government-owned Enterprises

under the Executive Yuan of government-owned holdings of

the Ministry of Finance, Ministry

i.The purpose of the establishment of of Economic Affairs, Ministry of

gy~ alion fundiis io employ Transportation and Communications,

o L ALNES I UaE EHvezaiien Veterans Affairs Commission, Executive

to finance the shortage as required s s Geverme IiiermEfer

2 £ RCHIEIERLINEE CEHRC Office was NT$ 40,995.56 million.

experiencing financial difficulties for
payment of the expenses borne by
such government-owned enterprise for
privatization, to finance the shortage
as required by a government-owned
enterprise experiencing financial
difficulties for payment of severance pay
and/or seniority settlement amounts to
its employees laid off as a result of any
special project prior to privatization and/
or in connection with the winding-up of
the government-owned enterprise, to
pay the additional six-month salary and
the compensation for various losses
provided in the Act of Privatization of
Government-Owned Enterprises and
the expenses borne by the government



The 2006 Public Welfare Lottery donation
ceremony ( December 29th, 2006 )

of publishing real practice ,the Ministry of

Supervising the Issue of
Public Welfare Lottery

Finance has cooperated with the Ministry
of Interior in conjunction with scholars,

1.Issuing Public Welfare Lottery to experts, and social welfare organizations
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infuse the surplus into the social
welfare activities

The sale amount of Public Welfare
Lottery in 2006 was NT$74 billion, and
the accumulated distribution amount
was NT$20.3 billion. NT$9.1 billion was
issued to the Ministry of Interior; NT$1
billion was issued to the Bureau of National
Health Insurance; and NT$10.1 billion was
issued to each local government. The said
surplus was used for National Pension
System; the National Health Insurance
Program’s safety reserve; social welfare
and good-cause related activities.

2.Supervising local governments

to utilize specific accounts for
designated purposes in accordance
with the law

In order to ensure the said money
to be utilized by Municipal and County
(City) Governments for designated
purposes, such as welfare and charities,
and establishing the surplus utilizing
supervising system and achieve the goal

to handle the evaluation regarding the
execution of social welfare by the local
governments, inspecting the utilization of
the surplus of Public Welfare Lottery by
each local government on the spot. Before
the amendment is complete, the Ministry
of Finance will keep on supervising all
local governments to comply with the
“Guidelines of the Utilization of Public
Welfare Lottery Surplus by Municipal and
County (City) Governments”, and enhance
the investigation and evaluation of the
administration and utilization of lottery
surplus by all local governments.

3.Supervising the new and old Issuing

Institution of the Public Welfare
Lottery to expedite the Process of
Switching

In order to expedite the process of
switching the issuing institution of the
Public Welfare Lottery from the Taipei
Fubon Bank to the Chinatrust Commercial
Bank, the Ministry of Finance has
supervised the Chinatrust Commercial



soeJ9ld

Bank to make fifteen rules respecting
the operation and helped the Chinatrust
Commercial Bank and the retailers reach
a compromise on disputes over retailer-
management and contracts between
August and September, 2006. The
Chinatrust Commercial Bank has issued

suoljoun4 pue uoneziuebio

the Public Welfare Lottery formally since
January 1st 2007 .

4 Assisting the Issuing of Sports
Lottery

Concerning the issuing of Sports Lottery,
the Ministry of Finance has drafted "The
Regulation for Management of Sports
Special Public Welfare Lottery ” to the
Executive Yuan. The draft was approved by
the Executive Yuan on October 13, 2006.
The Ministry of Finance has promulgated it
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on October 25t 2006 and will also assist
the National Sports Council in the Sports
Lottery issues related activities.
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Participation in the Affairs of
International Institutions

1.Participating in Activities of

International Financial Institutions

The National Treasury Agency
dispatched representatives to attend the
annual meetings of the Asian Development
Bank, the Central American Bank for
Economic Integration, the Inter-American
Development Bank, and the European
Bank for Reconstruction and Development

(EBRD) held during the period from
March to May 2006, in order to strengthen
the interaction with the member economies
and other organizations.

To provide Taiwan's industries a channel
to promote the trade transactions in
EBRD's country of operation via effectively
utilizing the Trade Facilitation Programme,
the Ministry of Foreign Affair and the
EBRD have reached an agreement to
establish the Taiwan Office for EBRD
Business Development. The EBRD’s First
Vice President Varel Freeman, Deputy
Minister of the MOF, Teng-Cheng Liu, and
representative from other institutions were
invited to co-host the opening ceremony
of the Office held on October 24th 2006 at

Grand Hyatt Taipei. Afterwards, a keynote
speech was delivered, followed by two
seminars on business opportunities of the
EBRD.

To maintain the cooperative relationship
with the EBRD, and assist the Taiwanese
banks and companies to expand the
market of the Central-Eastern Europe,
the MOF has successfully strived for a
job position from the EBRD to employ
a Taiwanese financial officer every year
since 2003. The Ministry of Finance
proceeded to assign an officer to work at
the TFP department of the EBRD in 2005,
which will definitely improve the exchange
of international financial experience, and
help Taiwanese companies to fully seize
the business opportunities released by the
EBRD.

2.Tobacco and Alcohol-International

Consultations

In the 18th Annual Bilateral Taiwan-EC
Consultations held in Brussels in June
2006, the 12th Taiwan-UK Trade Talk
held in London in October 2006, the 31st
Taiwan-Japan Trade Talk held in Taipei in
November 2006, and in other international
consultation meetings, the NTA provided



assurance to our European and Japanese
trade partners that our regulations on
inspection of imported wine, protection of
the geographical indication of alcoholic
products and labeling and classification
of alcoholic products are in compliance
with the WTO regulations. The R.O.C.
government also conducts inspection of
imported alcohol and carries out seizure of
tobacco and alcoholic products to protect
the rights of legal business operators.
The NTA provided a clarification of any
misunderstandings on the part of our trade
partners in regard to the above issues and
also worked to improve relations with our
partners.
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1.Amendment to the regulations

In order to reinforce the management
of various levels of public treasuries,
the Executive Yuan had approved and
submitted the reviewed “ Amendment
Draft of the National Treasury Act” to the
Legislative Yuan. The agency will amend
relevant sub regulations as soon as the
Act is passed.

The draft to amend “The Act Governing
the Allocation of Government Revenues
and Expenditures” was submitted to the
Executive Yuan on June 23" 2005, and
the review of the draft was finished on
Aught 22" 2005 after the ex-Minister
without Portfolio Hu convened two
meetings to discuss the draft. As the draft
is passed by the Legislative Yuan, the
Ministry of Finance, with the assistance
of the Directorate-General of Budget,
Accounting and Statistics, will actively
amend relevant sub-laws, including
“The Distribution Regulations for the
Centrally-Allotted Tax Revenues” and “The
Regulations for subsides from the Central
Government to the Municipalities and
County (City) Governments”.

¢ Future Prospects

2.Continuously promoting the

payment mechanism for tax
collecting institutions.

The agency drafted the “Administrative
Plan of Payment Mechanism to the
commissioned financial institutions
collecting National Taxes”, which had
come to an agreement of Central Bank,
main tax collecting institutions, and
national tax administrations. The plan had
been submitted to the Executive Yuan
in December 2006, and after the plan is
ratified, the agency will amend relevant
regulations to implement the plan.

3.To set up information common

management platform

To increase the information flow and
effective applications, the NTA will set
up information common management
platform of all systems, and to establish
data warehouse, to effectively manage
information, to support decision analysis,
to plan a single sign-on and portal web
page, it facilitates each member to use
information of each system by his/her
authorization.



4.Continuous promoting and
implementing the electronic
payment operation of the National
Treasury

The electronic payment operation of the
National Treasury has commenced since
July 15t | 2003. The Agency will continue
to supervise the Taipei Disbursement
Office, Ministry of Finance, to operate in
accordance with the relevant regulations
and the “Plan Regarding the Promotion
of Electronic Payment by the Central
Region Office (Disbursement Operation)”
(2005-2007) approved by the Ministry of
Finance. In the third year, we hope to have
at least 80 agencies to adopt the electronic
payment system.

5.Positively promoting” the fiscal
reform plan”

In order to perfect the fiscal system
and keep the government revenues
and expenditures in balance by 2011 ,
the relevant fiscal reform tasks will be
accelerated, various reform measures of
the Fiscal Reform Plan will be enforced,
including a thorough review of the tax
system , improving the utilizing efficiency
of public properties and operating

performance of public enterprises elevated,
and strengthening the review of cost
and benefit of each administrative plan,
with an aim to upgrade the expenditure
efficiency. In order to make every reform
measure correspond with the changes of
the society and economic environment
in the future, the Plan will be reviewed
once every two years. It is expected to
achieve both economic development and
fiscal stabilization through a sound fiscal
foundation to support the government
adminstration.

6.Strengthen the financial funding

distribution of the National Treasury
and improving the efficiency of fund
utilization

The Agency will continue to keep
close contact with every major revenue
and expenditure agency of the Central
Government to monitor the implementation
status of revenues and expenditures, so as
to facilitate the estimate of the Treasury
on revenues and expenditures,and
vitalize the funding distribution of the
National Treasury, and in order to support
administrative needs of the government.
When the National Treasury is inadequate,
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in addition to appropriate borrowings,
the Agency will coordinate with the non-
operational funds or the public enterprises
without private shares to pay to the
Treasury in advance. When the National
Treasury is in surplus, the funds will be
used to repay various loans in advance or
repurchase the Treasury Bills to reduce
the fiscal burden of the National Treasury.

7.Continuous Enaction of the

Consolidation of Government-
Owned Financial Institutions Based
on “ The Merger and Share Release
Guidelines for Government-Owned
Financial Institutions “

In order to make the policy of
government-owned shares be in
concordance and transparent, based on
the aforesaid guidelines, the Ministry of
Finance will handle the consolidation of
government-owned financial institutions
through a market mechanism which is fair,
just, open and transparent.

8.Strengthening of the Management

of Government Shareholdings
and Improvement of the
Competitiveness of National and
Private Enterprises

The Ministry will continue to handle
the managerial affairs of government’s
shareholdings, strengthen the efficient
management of national assets, enhance
the promotion of the corporate governance
and risk management of national and of
private enterprises, so that the Ministry
can raise the operational performance
and competitiveness of enterprises, and
increase the benefits to the national
treasury.

9.Strengthening debt management

and promoting the operating
performance

On the premise that outstanding debt
will not be increased, the Agency will keep
raising new debts to repay the old debts
to modify the debt structure, smooth the
profile of redemption, and balance the
burden between generations. The Agency
also employs the advanced national debt
management measure and deliberates
various projects of elevating the fiscal
operating efficiency of Debt Service
Fund and perfect the issue mechanism
of government bonds to promote the
development of the capital market, lower
the bond issuing cost, and lighten the
burden of debt interest.
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Summary of Major Events in 2006

Date

2006.01.01

2006.01.02

2006.01.03

2006.01.13

2006.01.24

2006.02.16

2006.02.21

2006.03.13

2006.03.23

2006.03.28

2006.04.06

2006.04.11

Events

“The Regulations Governing the Inspection of Imported Alcohol”, “Standards for the
Establishment of Tobacco Production Factory” and “Standards for the Establishment of
Alcohol Production Factory” came in effect.

The former Premier Hsieh, Chang-Ting, was presented with a comprehensive overview
of the second-stage finance reform.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$40
billion bonds through public tender, with a 5-year maturity.

The MOF submitted the proposal of “The Regulation for Management of Special
Public Welfare Lottery” to the Executive Yuan for the reviewing.

The Ministry of Finance prescribed that imported grape wine, with a volume not more
than 9 liters per lot and of an average CIF value over NT$8,000 per liter, can be
released after documentary examination, in the case that the importer applies to the
central competent authority for approbation of such special occasion in advance.

The MOF amended and promulgated “The Regulation for the Tobacco Health and
Welfare Surcharge Distribution and Utilization” .

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$30
billion bonds through public tender, with a 20-year maturity.

The Ministry had ratified 4 bar-coding forms used by the National Treasury, and the
original handwritten-form will be abolished in July 1%, 2008.

The MOF released the second quarter (April-dJune) bond issuance plans of 2006.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$40
billion bonds through public tender, with a 10-year maturity.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$20
billion Treasury bills through public tender.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$40
billion reopened bonds through public tender , with a 5-year maturity.



Date

2006.04.17

2006.05.09

2006.05.12

2006.05.16

2006.05.17

2006.05.22

2006.06.01

2006.06.06

2006.06.23

2006.06.26

2006.07.01

Events

“The Guidelines of the Appointment, Management and Evaluation the Independent
Directors of State-Run Enterprises Affiliated to the Ministry of Finance” were been
promulgated.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$35
billion bonds through public tender, with a 2-year maturity.

The Ministry of Finance announced a list of the items required to be inspected for
imported alcohol products.

Formulated the “Criteria Governing the Utilization of Tobacco Health and Welfare
Surcharge In Seizure of Inferior Tobacco Products and Anti Tax Avoidance and
Evasion”.

An amendment to “The Hygiene Standards for Alcohol Products” was promulgated
jointly by the Ministry of Finance and by the Department of Health, Executive Yuan.

The Ministry of Finance amended and announced “The Regulations Governing the
Type and Administration of Recyclable Tobacco and Alcohol Wastes” by Order Tai Tsai
Ku-Tzu No. 09503509190.

Released “the 2005 Public Debt of General Government” on the website.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$40
billion reopened bonds through public tender , with a 10-year maturity.

An amendment to “The Regulations Governing the Inspection of Imported Alcohol”
was promulgated jointly by the Ministry of Finance and by the Department of Health,
Executive Yuan.

The MOF released the third quarter (July-September) bond issuance plans of 2006.

The MOF abolished Tai-Tsai-Ku-Tzu Order No. 09403526770 (Regulations Governing
the Inspection of High-price and Small-Quantity Imported Estate Bottled Wine in
Accordance with Procedures Applicable to Inspections and Clearance Made in
Writing).

Inspection of imported alcohol was enforced in its entirety .
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Date

2006.07.12

2006.07.17

2006.08.14

2006.09.05

2006.09.21

2006.09.22

2006.09.28

2006.10.14

2006.10.17

2006.10.25

2006.10.30

Events

The Executive Yuan amended and promulgated the Guidelines on Reducing/
Suspending Grants to Municipal and County Governments for Failing to Make Debt
Relief in Accordance with Article 8 of the Public Debt Act.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$35
billion strippable bonds through public tender , with a 5-year maturity.

The Ministry of Finance promulgated an amendment to “The Distribution Regulations
for the Centrally-Allotted Tax Revenues ”

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$30
billion reopened bonds through public tender , with a 20-year maturity.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$45
billion bonds through public tender, with a 10-year maturity.

The Ministry of Finance held the Meeting on Local Government Finance in September
2006.

The MOF released the fourth quarter (October-December) bond issuance plans of
2006.

The Ministry of Finance handled the 2006 concurrent offering of the shares of
Chunghwa Telecom owned by the government both domestically and overseas with
different prices.

The Ministry established “The Merger and Share Release Guidelines for Government-
Owned Financial Institutions”.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$30
billion reopening of strippable bonds through public tender , with a 5-year maturity.

The MOF promulgated "The Regulation for Management of Sports Special Public
Welfare Lottery .

The MOF announced “Notable and Unnotable Matters for Standard Contract of
Tobacco and Alcohol Products Gift Checks”.



Date

2006.11.07

2006.11.08

2006.11.16

2006.12.13

2006.12.14

2006.12.15

2006.12.20

2006.12.22

2006.12.25

2006.12.28

2006.12.29

Events

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$35
billion bonds through public tender, with a 20-year maturity.

Article 7 and Article 10 of the “Regulations Governing Undenatured Ethyl Alcohol” were
amended and promulgated by the Ministry of Finance.

The MOF announced, “In case the residue of sulfur dioxide in liquor is higher than
0.25 grams but less than 0.4 grams per liter, it must be labeled “ The sulfur dioxide
content of this product is below 400ppm. (No labeling is required if the residue of sulfur
dioxide in the liquor is below 0.25 grams)”.

The upper limit of each petty cash disbursement from national defense is adjusted to
$30,000 beginning from January 1st, 2007.

The 2004 and 2005 “ Table of General Government Debt”,was revised and updated
on December 13",2006.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$40
billion reopened bonds through public tender , with a 10-year maturity.

The NTA issued an information security policy and was also to amend the information
operation management regulations of the NTA.

The MOF commissioned Central Bank of the Republic of China( Taiwan ) to sell NT$25
billion Treasury bills through public tender.

The draft of “Hygiene Standards for Alcohol Products Containers” is preliminarily
announced.

The MOF released 2007 bond issuance schedule and the first quarter (January-March)
bond issuance plan.

Administered the “Nation-wide Investigation and Seizure of Inferior Tobacco and
Alcohol” campaign from December 25 to 27, 2006.

The Ministry established “The requirement of the staff of the National Treasury
Agency, Ministry of Finance, to declare to keep the businesses of the management of
government shareholdings and the National Financial Stabilization Fund confidential”,
which requirement was executed on 1* January, 2007.

The Directorate-General of Budget, Accounting and Statistics, Executive Yuan,
approved the “Accounting system for Central Government public Debt”.
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