














shall be covered entirely by government
bonds and long-term borrowings, was
passed by the Legislative Yuan.

4. Continuously promoting the “Fiscal
Reform Plan” to achieve the target
of fiscal balance

(1) 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
Executive Yuan and proposed a Fiscal
Reform Plan, which was approved
by the Executive Yuan on April 22,
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.

(2) The Fiscal Reform Plan has been
executed for 4 years and has made
13 short-term and 9 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$ 48.5
billion. It's the first since FY 1999 that
the levied taxes exceed the budget.
The amount of levied tax in FY 2005
exceeded the budget by NT$ 187.7

billion. The amount of levied tax in
FY 2006 exceeded the budget by
NT$ 129.5 billion and the amount of
levied tax in FY 2007 also exceeded
the budget by NT$ 119 billion. This
is the third time that the tax revenue
collection exceeded the budget by
NT$ 100 billion since FY 2005, which
helped improve the financial deficit.

5. 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. 98 cases of standards for
charges and fees, 1,210 items have
been reviewed and agreed in 2007.
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The Management of
Government Shareholdings

1. The adjustments to “The Merger

and Share Release Guidelines
for Government-Owned Financial
Institutions”

The direction, based on the issuance
of “The Report of the Successive
Measures after the Second Financial
Reform”, by Premier Chang Chun-
hsiung during the regular meeting of
the Cabinet on August 15t 2007, for
government shareholdings that carry
no right of corporate governance,
authorizes the relevant institutions
to speed up the release of shares,
or initiate the exchange of stocks, or
merger with foreign or local financial
institutions.

In order to carry out the policy above,
the Ministry of Finance performed certain
adjustments to “The Merger and Share
Release Guidelines for Government-
Owned Financial Institutions”. For
government shareholdings that carry
no right of corporate governance, the
Ministry of Finance will, based on the
principle of maintaining the best interest
of the government shareholdings,
release the shares through the
mechanism of the public stock exchange
market, or otherwise administer the
merger through a fair and just method.
For government shareholdings that do
carry the right of corporate governance,

the Ministry of Finance will utilize an
open mechanism to introduce foreign
investors to increase competitiveness in
the international financial market.

We hope these applications will
improve the condition of the national
financial market, speed up the trend
of merger and reform among national
financial institutions, and raise the
competitiveness of our nation’s banking
sector.

. The Merger of The Government-

owned Financial Institutions

.Merger Between The Bank of Taiwan

and Central Trust of China

In order to carry out the policy of
the “Second Financial Reform”, the
Executive Yuan approved the said
merger in November 11t and the merger
was completed on July 18, 2007.

.The Establishment of The Taiwan

Financial Holding Company

During the 3054t Scheduled Meeting
of the Cabinet on Augus 15t t, 2007,
based on the issuance of “The Report
of the Successive Measures after the
Second Financial Reform”, Premier
Chang Chun-hsiung mad a direction that
the Ministry of Finance was to plan to
expedite the establishment of Taiwan
Financial Holding Company (hereafter
referred to as “the Holding Company”)
before January 1st, 2008, so as to help
enhance the operational scale and
competitiveness of the company, which
plan is also intended to improve the



competitiveness of the nation’s banking
sector.

The holding company was
established on January 1st, 2008 by
the transformation of the three banking
units, the Bank of Taiwan, the Land
Bank of Taiwan, and the Export-Import
Bank of the ROC, into three sub-banks
of the Holding Company by the mutual
exchange of shares.

3. The Implementation of “The

Reform Plan of the 18% Preferred
Deposit Rate of the Staff of
Government-Owned Banks under
the Ministry of Finance”

Based on the consideration of the
changing economic environment,
the requirements from the collective
bodies and the adjustment of the 18%
preferred deposit rate of civil servants,
the Ministry of Finance invited general
managers of government-owned banks
on September 15t and December
27t 2005, respectively, to discuss and
determine “The Reform Plan of the
18% Preferred Deposit Rate of the Staff
of Government-Owned banks under
the Ministry of Finance” (hereafter
referred to as “the plan”). The plan
was approved on November 14t 2007
by the Document of Yuan-Sho-Ren-
Tzu NO 09600281711 of the Executive
Yuan and the plan was implemented on
January 1%t, 2008.

4. The Share-Release of the

Companies Invested by
Government-Owned Financial
Institutions

| .The Share Release of Taiwan

Development Corporation

Based on the regulation under
Article 10(3) of “The Guidelines of
the Management and Disposal of
Government Shareholdings”, since
Taiwan Development Corporation
(hereafter referred as to “TDC”) now
carries no related policy-obligation, the
government-owned financial institutions
made a plan to release their shares
of TDC. Because the release of
the shares owned by the Ministry of
Finance, with a holding ratio of 2.6%,
and that of the Bank of Taiwan, with
a holding ratio of 12.07%, were not
complied in the annual budget plan
within the scheduled time, there will
be no release of the aforesaid shares.
The residual shares owned by the
Land Bank of Taiwan, with a holding
ratio of 8.93%, and that of the Taiwan
Cooperative Bank, with a holding ratio of
8.41%, were released by units for sale
after the closing of the stock market.
The shares owned by the latter two
banks were completely sold out. After
the sale, government-owned financial
institutions still retain three seats on the
board of directors in TDC but carry no
decision right on corporate governance.
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[I. The Share Release of the Waterland

Financial Holdings

The Ministry of Finance affiliated
financial institutions, The Taiwan
Cooperative Bank and Mega Bank
owned shares of the Waterland
Financial Holdings with a holding ratio
of 7% and 5.87% respectively, and the
two banks held one on the board of
directors each but carried no decision
right on corporate governance. Based
on the principles of “The Merger
and Share Release Guidelines
for Government-Owned Financial
Institutions”, the two banks released
and completed the sale of the shares
by units after the closing of the stock
market, after which, the government-
owned financial institutions withdrew
from participation in the operation of the
Waterland Financial Holdings

. The Fund for Privatization of

Government-owned Enterprises

under the Executive Yuan

(1) The purpose of the establishment of
the privatization fund is to employ
partial funds from the privatization
to finance the shortage as required
by a government-owned enterprise
experiencing financial difficulties
for payment of the expensed
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 an
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 expensed borne by the government
for privatization, and to accelerate the
promotion of privatization.

(2) From its establishment in 2001 to

the end of December 2007, the
total payment for the privatization
of government-owned holdings of
the Ministry of Finance, Ministry
of Economic Affairs, Ministry of
Transportation and Communications,
Veterans Affairs Commission, Executive
Yuan, and Government Information
Office was NT$ 47, 220.33 million.



Debt Management

1.

Government Public Debt
Planning and Management

.Strengthening management of

the public debt of the general
government

Pursuant to the provisions of the
Public Debt Act on the debt ceiling
of the general government and the
rectification measures stipulated
in “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
National Treasury Agency aimed to
improve its supervision of the debt
management of local governments. In
addition, the National Treasury Agency
continued to compile and disclose debt
statistics of the general government to
further enhance the efficiency of debt
management.

IIl.Management of General

Government Debts

(1) According to Article 4 of the Public

Debt Act, the unpaid balance of
general government debt longer than
one year should not exceed 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
governments, respectively. The
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.

(2) Internal debts and the management

a. Central Government general budget:
The FY 2007 central government
general budget had received
approval for the issue of up to
NT$135 billion of government bonds
and long-term loans; while none
were executed and the approval
for future implementation was not
retained.

b. Special budget:

For the special budget of the
Keelung River Remediation Plan
(Early Stage), NT$29 billion of
government bonds and long-
term loans was prepared (with the
deduction amount deducted) and
a total of NT$27 billion had been
executed as of the end of 2007.

For the special budgets of the
2004-2007 expansion plan of
infrastructure investment, NT$ 245
billion of government bonds and
long-term loans were prepared (with
deduction amount deducted). Total
NT$ 183 billion has been executed
as of the end of 2007.

For the special budget of Flood
Management Plan (first stage),
NT$30 billion of government bonds
and long-term loans were prepared
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(with deduction amount deducted)
and a total of NT$10 billion had been
executed as of the end of 2007.

For the special budget of the
2007, under “The Plan for Shihmen
Reservoir and Its Catchment Area
Remediation,” NT$5 billion of
government bonds and long-term
loans were prepared (with deduction
amount deducted). As of the end
of 2007, above NT$5 billion had not
been executed.

c. Central Government internal debt:

Up to the end of December 2007,
the final accounts of the outstanding
Central Government internal debt
edited by the Executive Yuan were
NT$3,723.6 billion, the ratio of which
to the average GNP of the previous
3 fiscal years was 31.57%.

(3) Management of Local Government
Debt As of December 31st, 2007,
Taipei County 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
government 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
reached2.27% of the average of
nominal GNP for the previous three
years, which exceeded the 2% limit
allowed by the Public Debt Act.

[l .Strengthening Public Debt

Disclosure

In order to strengthen the
transparency of government debt,
the Ministry of Finance compiled the
public debt tables for fiscal year 2006
of all levels of government and posted
the preliminary accounts of these
tables on the website of the National
Treasury Agency in June, 2007, and
later the final accounts in November,
2007 which accounts fully disclosed
the compliance status of all levels
government in relation to borrowing.

.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 2007, the
outstanding amount of loans was
US$ 1.899 million, which will be
covered by the subordinate unit
budget.



2. Central Government Debt and

Management

.The issue and auction of Government

Bonds

The bonds were issued in the form of
book-entry and adopted “uniform-rate
auction” with 0.125% increments in
coupon rates. Each coupon rate was
set at the highest successful bids or
the nearest figure below that. There
were thirteen biddings in the entire
fiscal year of 2007, eight of which were
original issuance and five of which were
reopened issuance. The total issue
amount was NT$ 393.15 billion with a
discount of NT$ 6.02 billion.

.The issue and tender of Treasury Bills

In order to regulate the National
Treasury in FY 2007, Treasury Bills
were issued three times (all issued
in the form of book-entry). The total
issue amount was NT$ 88 billion. The
implementation of book-entry Treasury
Bills can lower short-term capital costs,
prevent the risk of settlement and
liquidation regarding transactions in the
Treasury Bills market, and achieve the
goal of dematerialization for the entire
Central Government bonds.

.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 2007,

there were seven terms of loans to a

total of NT$ 107 billion.

Upon the requirement of balancing the
National Treasury and fiscal finance
of the Debt Service Fund in 2007,
there were five terms of long-term
loans to a total of NT$ 116.4 billion.
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3. Principal and interest repayments,

auditing and settlement, and
destruction of Government Bonds
and Treasury Bills

.The repayment of Government Bonds:

The principal of the general budget
bonds of NT$ 90 billion and the interest
of NT$ 49 billion were repaid as
scheduled in 2007. The principal of
Type A bonds of NT$ 30 billion, yet NT$
20 billion was paid for the interest. Total
amount is NT$ 189 billion.

.The repayment of Treasury Bills: The

principal and interest of NT$ 85 billion
was paid as scheduled.

.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 principal
and interest repayment of government
bonds in 2007 was NT$ 339 billion, and
the principal and interest repayment of
the Treasury Bills was NT$ 85 billion.

4. Continuously Issuing Strippable

Government Bonds

In order to develop the Principle-
Guaranteed 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 2007, a total volume of NT$ 50

billion. It increases the diversity of bond
products and contributes significant
effect to the market development.

. Operation 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 2007, the
new debts raised for the repayment of
old debts were NT$ 456 billion, along
with NT$ 6 billion appropriated from the
general budget for mandatory principal
repayments to repay mature debts of
NT$ 367 billion and undue high interest
debts of NT$ 95 billion. To repay undue
high interest debts saved NT$ 485
million on debt interests.



Supervising Local
Government Finance

1. In response to the amendment to

the “Local Government Act” ,
making a fiscal adjustment draft
plan

Article 4 of the “Local Government
Act” promulgated by the President on
231 May, 2007, stipulates that counties
with a population of over 2 million
without municipality status shall apply
requirements of the “Act Governing the
Allocation of Government Revenues and
Expenditures” concerning fiscal revenue
and expenditure of municipalities. In
order to dissolve doubts raised from
implementing the amendment, the
Ministry of Finance, complying with
policies of “The Executive Yuan Task
Force on the Amendment to Article 4 and
7 of the “Local Government Act” ”, made
a fiscal adjustment draft plan for counties
applying requirements concerning
fiscal revenue and expenditure of
municipalities. The draft plan was
adopted by the preceding Executive
Yuan Task Force and was approved by
the Executive Yuan on 29t September,
2007.

2.Amending the “Regulations for

Allotment of Centrally-Funded Tax
Revenues”
In response to the aforementioned

amendment to the “Local Government
Act”, after discussing the fiscal
adjustment plan drawn up by “The
Executive Yuan Task Force on the
Amendment to Article 4 and 7 of the
“Local Government Act” ” with local
governments and related departments
of central government, the Ministry of
Finance promulgated an amendment
to the “Regulations for Allotment of
Centrally-Funded Tax Revenues” with
the approval of the Executive Yuan on
318t August, 2007. The amendment shall
become effective from 15t January, 2008.

. Conducting Local Finance Training

Classes

In order to strengthen local
government education and training
on local finance, local finance training
classes were conducted by the Ministry
of Finance in two groups , the first on
31 and 4th December, 2007 and the
second on 17t and 18t December,
2007. Despite the classes being held
for the first time, they received positive
feedback from attendees. Attendees
stated that they believed the classes
would help increase their understanding
of local finance requirements and fiscal
affairs among local governments, and
raise work efficiency. They expressed a
hope that the classes will continue to be
offered in the future.
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4 .Profile of the Centrally-Funded Tax
Revenues

The centrally-funded tax revenues
are allocated by central government to
local governments as their tax revenues.
Once the actual centrally-funded tax
revenues exceed the forecast amount,
the higher than forecast centrally-funded
tax revenues should be distributed to
local governments. However, if there is a
shortfall in the forecast centrally-funded
tax revenues, they shall not be made up
by central government. During the period
from July 1999, when central government
began to allocate the centrally-funded tax
revenues to local governments, to 2003,
the actual centrally-funded tax revenues
had been lower than the forecast amount
owing to a sluggish economy and tax
exemptions. However, the centrally-
funded tax revenues have exceeded the
forecast amount since 2004 and were
about 5% higher than forecast in 2007.
This would help ease fiscal pressure on
local governments.
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Supervising the Issue of Public
Welfare Lottery

1. Amend “Public Welfare Lottery Issue
Act” to strengthen supervision of
utilization of the surpluses of Public
Welfare Lottery

To ensure that governments of
municipality and county (city) utilize the
lottery grants on designated social welfare
and to establish effective supervision of
the surplus utilization to achieve the final
objective of a transparent system. This
Ministry have, in accordance with the
part of the draft proposed amendments
on “Public Welfare Lottery Issue Act”
that have been investigated by the
Finance, Environmental Hygiene and
Social Welfare 2nd Committee’s first
joint meeting on January 8t 2007
at Legislative Yuan’s 6t Session 4th
Meeting and passed the third readings
by the Legislative Yuan on March 2nd,
2007 and announced on March 21st
2007 by the Order of the President,
amend the following 3 regulations
“The Regulations for Establishment of
the Ministry of Finance Public Welfare
Lottery Supervising Committee”, “The
Regulations for Examining Utilization
of Public Welfare Lottery Surpluses,
Managing and Utilizing of Recovered
Public Welfare Lottery Surpluses ” and
“The Regulations for Publishing Data on
Utilization of Surpluses from the Public
Welfare Lottery”.

2.lssuing Public Welfare Lottery to

infuse the surplus into the social
welfare activities

The sales amount of the Public Welfare
Lottery in 2007 was NT$ 55,934 million,
and the accumulated distribution amount
was NT$ 18,318 million. Over NT$
8,243 million was issued to the Ministry
of the Interior; Over NT$ 915 million to
the Bureau of National Health Insurance;
and Over NT$ 9,159 million to each local
government. The said surplus was used
for the national pension system, the
national health insurance program safety
reserve and social welfare.

.Supervising local governments

to utilize the surpluses of Public
Welfare Lottery in accordance with
the Public Welfare Lottery Issue
Act

The Ministry of Finance (MOF) ,
in coordination with scholars, experts,
social welfare groups and the Ministry of
the Interior (MOI) , examined utilization
of Public Welfare Lottery surpluses of
local governments in 2007. The Results
of examination were disclosed on the
websites of National Treasury Agency
and the Department of Social Affairs,
MOI. After the process of amending
the “Public Welfare Lottery Issue Act”
is completed, the MOF will supervise
local governments to comply with the
requirements of the “The Regulations for
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Examining Ultilization of Public Welfare
Lottery Surpluses, Managing and
Utilizing of Recovered Public Welfare
Lottery Surpluses” and help the MOF
Public Welfare Lottery Supervising
Committee examine the utilization of
Public Welfare Lottery surpluses.

4 Assisting the Establishment of
Sports Lottery Issuance

To assist with the issuance of the
Sports Lottery, this Ministry have, in
accordance with Sports Affairs Council,
Executive Yuan’s issuing application of
Sports Lottery, selected Taipei Fubon
Bank to be the Sports Lottery issuing
institute on September 37, 2007 and
publicly announced on October 2nd,
2007. There are estimated over 10
kinds of related operation standards, this
Ministry shall assist to complete checks.
on those.
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Administration of Tobacco
and Alcohol Products

1. Amendments of the relevant tobacco

and alcohol administration regulations

For the purpose of improving
efficiency and effectiveness in 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 promulgated in 2007:
"The Standard for Certifying the Logo
of Quality Alcohol for Fruit Wine of
the Ministry of Finance", "Hygiene
Standards for the Containers of Alcohol
Products", and "Regulations of the
Tobacco Health and Welfare Surcharge
Distribution and Utilization". The
following regulations were amended:
‘Regulations Governing the Inspection
of Imported Alcohol”, "Regulations
Governing Rewards for Informing or
Discovering Offences of lllegal Tobacco
or Alcohol", "The Hygiene Standards
for Alcohol Products", "The Sanitation
Standards for Alcohol Manufactures”,
"The Standard for Certifying the Logo
of Quality Alcohol for Rice Spirits &
Cooking Alcohol Beverages of the
Ministry of Finance", "The Standard for
Certifying the Logo of Quality Alcohol
for Sorghum Spirits of the Ministry
of Finance", and "The Standard for
Certifying the Logo of Quality Alcohol for
Grape Wine of the Ministry of Finance".

The activity of the promotion of the @
certification system of alcohol products

2. Issue permit license for tobacco

& alcohol manufacturers and
importers

Manufacturing and package sales
of alcohol products were liberalized on
January 18, 2002 upon implementation
of the new tobacco and alcohol system
and the production and package sales
of tobacco products were liberalized
on January 1st, 2004. Manufacturers
and importers must obtain a permit
license issued by the Ministry prior to
commencing any business operation.
Up to December 31st, 2007, the Ministry
had issued 2,136 permit licenses for
tobacco and alcohol importers (a net
increase of 142 importers in 2007)
and 443 permit licenses for alcohol
manufacturers (a net increase of 5
manufacturers in 2007).

3. Continuation of the promotion of

the certification system of alcohol
products

The Ministry of Finance introduced
the alcohol certification system in
2003 in an effort to prohibit the sale of
privately produced and inferior alcohol
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products so as to ensure consumer
welfare. As of December 31st, 2007,
the following manufacturers have
been certified: 8 manufacturers of rice
spirits and cooking alcohol beverages
(45 types of alcohol products), 11
manufacturers of sorghum spirits (67
types of alcohol products) and 2 grape
wine manufacturers (6 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 in
its entirety from July 1st, 2006. Over
31,000 applications were processed
during 2007. 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 lifting of the restrictions on
private manufacturers of tobacco and
alcohol to protect consumers’ 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. The NTA was
awarded the Executive Yuan Prize for
Good Performance in the Protection of
Consumers in 2004 and 2005.

@ The annual meeting for the Investigation and Seizure of llegal and Inferior
Tobacco and Alcohol Products held by Ministry of Finance in 2007




Participation in the Affairs of
International Institutions

Participating in Activities of
International Financial Institutions

The National Treasury Agency (NTA)
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 2007, in order to strengthen the
interaction with the member economies
and other organizations. The NTA also
assigned delegates to attend the first
and second donors’ meeting of the Asian
Development Fund X (ADF X) held by the
Asian Development Bank in September and
November 2007, respectively, to discuss
the demand for the ADF X regarding its
framework and scale.

To maintain the cooperative relationship
with the EBRD, and assist Taiwanese banks
and companies to expand the market of
the Central-Eastern Europe, the Ministry
of Finance (MOF) has successfully made
application to the EBRD for the employment
of a Taiwanese financial officer every year

@ 2007 Intemational Bond Market Conference

since 2003. The MOF proceeded to
assign an officer to work at the TFP
department of the EBRD in 2007, which
help definitely improve the exchange of
international financial experience, and
help Taiwanese companies to fully seize
the business opportunities released by
the EBRD.

. Trade Talks Concerning the

Foreign Affairs of Tobacco and
Alcohol Products

The NTA participated in the
19th Annual Bilateral Taiwan-EC
Consultations held in Taipei in October
2007, the 32M Taiwan-Japan Trade
Talks held in Tokyo in November 2007,
and other international consultation
meetings, and provided assurance
to our European and Japanese trade
partners that our regulations governing
the inspection of imported alcohol, the
hygiene standards for alcohol products,
and the items required to be inspected
for imported distilled alcohol are in
compliance with WTO regulations. The
NTA clarified any misunderstandings
voiced by our trade partners in regard
to the above issues and also enhanced
mutual relations with such partners.
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Auditing bills regarding the 2. Review of Major Social Welfare
increase of government Bills
eXpendltUl’eS The promotion of social welfare and

sustainability of public finance are
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1. Review of major public

infrastructure projects

In order to lighten the financial
burden of the government, the
Agency shall audit and evaluate
the feasibility, rationality, and the
nature of revenue producing of each
major public infrastructure project.
Moreover, in cooperation with the
FY 2008 preliminary work for public
infrastructure by the Council for
Economic Planning And Development,
Executive Yuan, the Agency
reviewed the entire 275 projects
submitted by various departments
and ministries in terms of the ability
of entire resources, importance of
the administrative implementations,
and the urgency, priority, feasibility
and executive performance of each
project. As a result of the review, NT$
131,498 million was prepared in the
central official budget, which was still
controlled within the budget amount
stipulated by the DGBAS and shall be
able to fully elaborate the government’
s financial efficiency and reduce the
uneconomical expenditures.

like the two sides of a set of scales.
They should be balanced. And to
promote the social welfare measures
continuously, the specific additional
social welfare expenditure which is the
current expenditure should be funded
by the current, stable revenue. When
reviewing major social welfare bills such
as National Pension Act, the Ministry
of Finance always follow the principles
above and make the suggestions timely.



Future Prospects

1.Amendment to the regulations

“The Amendment Draft of the
National Treasury Act” was presented
to the Executive Yuan on May, 2006
for review by the Legislative Yuan.
Since amendment to the draft was not
completed during the sixth legislative
term, the previous draft shall be replaced
with a new one that will be sent to the
Legislative Yuan for the next legislative
session.

In order to improve local governments’
fiscal position and raise theirs fiscal
autonomy, an amendment to the “Act
Governing the Allocation of Government
Revenues and Expenditures”, drafted by
the Ministry of Finance in coordination
with the Directorate-General of Budget,
Accounting and Statistics, was sent to
the Legislative Yuan for examination and
was designated as a priority bill. Since
the draft was not approved during the
sixth legislative term, it shall be replaced
with a new draft that shall be sent to the
Legislative Yuan for the next legislative
session.

2.Promotion of “The Administrative

Plan of Payment Mechanism to
Commissioned Financial Institutions
Collecting National Taxes” .

The MOF will pay service charges

.Positively promoting

to commissioned financial institutions
collecting national taxes on April 18t
2008, instead of holding the tax for a
few days, in order to for there to be the
reasonable reflection of the costs of
financial institution in the collection of
taxes over the counter, to raise the will to
collect tax , to solve the problem whereby
some financial institutions refuse to
accept overdue tax receipts, and to
improve the convenience for people to
pay tax.

.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.

the fiscal
reform plan”

In order to perfect the fiscal system
and keep the government revenues
and expenditures in balance by 2011, in
accordance with the“Fiscal Reform Plan”,
the relevant fiscal reform tasks based
on tax revenues, non-tax revenues and
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expenditures will be accelerated, various
reform measures 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. It is expected to
achieve both economic development and
fiscal stabilization through a sound fiscal
foundation to support the government
administration.

5.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, 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.

6.Continuous Release of the Shares

of Government-Owned Financial
Institutions that Carry No Right of
Corporate Governance

The Ministry of Finance will
continue release shares of the Central
Reinsurance Corporation and the Taiwan
Development Corporation based on the
principles of “The Merger and Share
Release Guidelines for Government-
Owned Financial Institutions”.

.Continuous Institution The

Privatization Plan of The Taiwan
Tobacco and Liquor Corporation

The privatization plan of the Taiwan
Tobacco and Liquor Corporation has
been discussed and a conclusion was
made in the 145" and 150t meetings
of The Committee for the Promotion
of the Privatization of Government-
Owned Enterprises, Executive Yuan on
November 10, 2006 and on June 22,
2007. 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 has approved the
modified plan, and the privatization is
scheduled to be completed at the end of
2009.

8.Continuous Institution The Related

Procedure of Forming Operation
of the Taiwan Financial Holding
Company

The Ministry of Finance will continue
to institute the related operational
procedures including the partition or
alienation of business of securities of the
Land Bank of Taiwan whereby and after
which such business will be transferred
to the securities company of the Holding
Company; the merger of the sub-bank of
the Bank of Taiwan and that of the Land
Bank of Taiwan.

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 2007

Date Events
2007.01.02 Article 4 and Article 5 of the “Regulations Governing appropriation and Use of the
Fund for Privatization of Government-owned Enterprises under the Executive Yuan”
were amended and promulgated by the Executive Yuan.
C 2007.01.23 To commission the Central Bank to auction NT$ 40 billion of 5-year bond. )
2007.01.25 "Directions for the Inspection of Imported Alcohol" were amended and announced.
C 2007.02.02 To commission the Central Bank to auction NT$ 30 billion of 210-day Treasury Bills. )
2007.02.09 To commission the Central Bank to auction NT$ 30 billion of 20-year bond.
( 2007.02.12 To commission the Central Bank to auction NT$ 30 billion of 273-day Treasury Bills. )
2007.03.13 To commission the Central Bank to auction NT$ 40 billion of 10-year bond.
( 2007.03.21 To release the second quarter (April to June) bonds issuance schedule of 2007. )
2007.03.21 An Amendment to “The Public Welfare Lottery Issue Act”, was promulgated by Presi-
dent.
2007.03.29 "The Standard for Certifying the Logo of Quality Alcohol for Rice Spirits & Cooking Al-
cohol Beverages of the Ministry of Finance", "The Standard for Certifying the Logo of
Quality Alcohol for Sorghum Spirits of the Ministry of Finance" and "The Standard for
Certifying the Logo of Quality Alcohol for Grape Wine of the Ministry of Finance" were
amended.
2007.03.30 To commission the Central Bank to auction NT$ 30 billion of 5-year reopening bond.
2007.04.23 Certain articles of "Regulations Governing Rewards for Informing or Discovering Of-
fences of lllegal Tobacco or Alcohol" were amended.
2007.05.15 To commission the Central Bank to auction NT$ 30 billion of 2-year bond.
2007.06.04 Article 4, Article 8 and Article 9 of "The Regulations Governing the Inspection of Im-
ported Alcohol" were amended and promulgated.
2007.06.11 To commission the Central Bank to auction NT$ 40 billion of 10-year reopening bond.
C 2007.06.14 To release “the 2006 Public Debt of General Government” on the website. )
2007.06.22 "The Hygiene Standards for the Containers of Alcohol Products" were promulgated.
( 2007.06.23 To release the third quarter (July to September) bonds issuance schedule of 2007. )




Date

Events

-
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2007.07.17 To commission the Central Bank to auction NT$ 20 billion of 5-year strippable bond.

2007.07.20 An amendment to “ Regulations for Establishment of the Ministry of Finance Public
Welfare Lottery Supervising Committee” was promulgated by the Ministry of Finance,
in accordance with Order Tai-Tsai-Ku-Tzu NO 09603512180.

2007.08.27 To commission the Central Bank to auction NT$ 20 billion of 20-year reopening bond
with a result of NT$ 9.9 billion issue.

2007.08.30 "The Standard for Certifying the Logo of Quality Alcohol for Fruit Wines of the Ministry
of Finance" was promulgated.

2007.08.31 An Amendment to the “Regulations for Allotment of Centrally-Funded Tax Revenues”
was promulgated by the Ministry of Finance.
C 2007.09.18 To commission the Central Bank to auction NT$ 40 billion of 10-year bond.
2007.09.21 To release the fourth quarter (October-December) bonds issuance schedule of 2007.
2007.10.02 The Ministry of Finance announced that Taipei Fubon Bank was appointed as issuing
institute of Sports Special Public Welfare Lottery.

2007.10.04 To commission the Central Bank to auction NT$ 30 billion of 5-year strippable reopen-
ing bond.

2007.10.11 "Regulation of the Tobacco Health and Welfare Surcharge Distribution and Utilization"
was promulgated.

2007.10.16 To commission the Central Bank to auction NT$ 30 billion of 5-year type B bond with
a result of NT$ 28.25 billion issue.

2007.11.09 The MOF gave approval for the Treasury Department of the Central Bank to provide
safe custody of central government-owned stocks through Taiwan Depository &
Clearing Corporation.

2007.11.13 To commission the Central Bank to auction NT$ 30 billion of 20-year bond.

C 2007.11.27 To revise and update the 2004, 2005 and 2006 “Public Debt of General Government ”.
2007.11.28 "The Hygiene Standards for Alcohol Products" were amended and promulgated.

C 2007.12.13 To commission the Central Bank to auction NT$25 billion of 10-year reopening bond.
2007.12.17 To commission the Central Bank to auction NT$ 28 billion of 273-day Treasury Bills.
2007.12.21 To release bonds issuance plan and the first quarter (January to March) bonds issu-

ance schedule of 2008.
2007.12.27 Article 6 of the “Regulations Governing Appropriation and Use of the Fund for

Privatization of Government-owned Enterprises under the Executive Yuan” was
amended and promulgated by the Executive Yuan.

( 2007.12.31

"The Sanitation Standards for Alcohol Manufacturers" were amended.
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