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Guided by the missions of “developing national

economy and safeguarding the interests of the
investing public”, the GreTai Securities Market (GTSM)
has been working diligently to promote the listing of
well-run businesses and build sound market systems
since we took over the operations of over-the-
counter trading in 1994. On account of the relentless
efforts made in the past many years, the GTSM has
been growing steadily and made impressive progress
on many fronts, be it in the expansion of market scale,
introduction of new products or improvement of

systems.

In the area of stock listing, there were only eleven
firms listed on GTSM when we first took over. After a
dozen vyears, the number of listing soars and the hot
streak of listing application continues as businesses
realize the benefits of listing on GTSM and thanks to
the persistent efforts of our staff in expanding market
scale. By the end of 2006, 531 companies were listed
on the general board of GTSM, representing a net
increase of 28 from 503 in 2005. If the 3 stocks that
were transferred to the Taiwan Stock Exchange (TSE)
during the year were included, the number of GTSM
listing in 2006 actually increased by 31.The number

of listing and turnover on the Emerging Stock Market
operating since January 2002 increased consistently
along with the continuous improvement of the
market trading systems. As of year-end 2006, there
were 230 emerging stocks listed, a decrease of 27
stocks as compared to 257 stocks at the end of 2005.
If the 42 stocks that were transferred to TSE or the
general board of GTSM were included, there were in
total 272 stocks. The trading of GTSM stocks jumped
both in volume and value in 2006 as compared
to 2005. The daily average turnover in 2006 was
NT$20,681 million, up 61.33% from the average of
NT$ 12,819 million in 2005.

Our bond market served merely as the marketplace
for negotiating primarily government bonds when
the GTSM was first established. The market was not
effectively integrated and operated with low turnover
for many years. Under the guidance and support of
the competent authority, the GTSM embarked on
policy reform and promotion in recent years and
has attained preliminary success in expanding the
market scale in issuance and trading. As of year-end
2006, there were 6,483 issues of listed bonds with
total nominal value over NT$ 5 trillion to the tune of
NT$5,482.6 billion, recording continuous and growth
in the number of issues and balance outstanding.
The turnover in the bond market in 2006 broke the
NT$250 trillion mark, reaching NT$275,662.3 billion,
of which, NT$169,548.2 billion involved outright
trades, accounting for 61.15% of total turnover, but
down 31.41% from 2005. Since 2003, practically all

outright trades of government bonds went through
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the GTSM electronic bond trading system (EBTS)
that recorded over NT$100 trillion in trading for
three years consecutively. In 2006, trading amount
that went through EBTS broke the NT$150 trillion
mark to reach NT$160,457.5 billion, accounting for
95% of outright trades in the market. The turnover
of RP/RS trades in 2006 amounted to NT$105,663.8
billion, showing a steady growth of 9% from 2005.
The turnover of convertible corporate bonds totaled

NT$450.2 billion, an increase of 24% from 2005.

In recent years, the GTSM has been putting forth
vigorous efforts in establishing new systems in the
bond market and developing new financial products,
including planning the international bond market
issuance system and planning the construction of
over-the-counter derivatives electronic trading
system as we strived continuously to augment
the scale of bond market and perfect the market
systems. On the other hand, we have been
endeavoring to enhance the international visibility
of our bond market with focus on pushing for the
inclusion of Taiwan government bond into the global
bond indexes compiled by internationally prominent
institutions. These efforts materialized with the
announcement by Lehman Brother, a leader in global
fixed-income market index, to include our bond
market as one of the tracked markets in its Global

Aggregate Index and Asian-Pacific Aggregate Index.

In support of government’s call for internationalizing
our securities markets, the GTSM is stepping up
the pace of business internationalization, which has
always been one of the focus tasks in our annual
business plan. In 2006, the GTSM continued to
attend annual meetings and forums of international
organizations to gain international exposure.
The GTSM also hosted the International Bond
Market Conference 2006 to share with other
countries Taiwan's experience in bond market
development, and undertook a roadshow in Hong
Kong to introduce with considerable success
Taiwan's international bond market to international
investors. The GTSM also entered a memorandum
of understanding (MOU) with Bond Exchange of
South Africa to promote mutual cooperation and

information exchange.

Looking into 2007, with the objectives of
professionalism, efficiency, innovation, service and
internationalization, we will strengthen each key
business, enhance internationalization, and boost
service quality in line with government policies
and plan to focus on the following tasks centering
around four themes - “expanding the bond market
and developing innovative products”, “‘strengthening
market competitiveness and creating a quality
environment”, “stepping up international exchange
and promoting close cooperation”, and "‘emphasizing

service-oriented approaches and nurturing

professional proficiency”:

Retrospect and Outlook
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Developing international bond market.
Developing over-the-counter derivatives market.
Promoting the internationalization of bond
market.

Promoting the sound development of bond
market.

Establishing rigorous review system to provide
an effective financing venue for SMEs.

Stepping up corporate supervision to protect
the interests of investors.

Enhancing the over-the-counter market features.
Stepping up market surveillance and strictly
putting down illegal trading practices.

Enhancing IT operation efficiency and quality.

. Boosting the competitiveness of securities firms

and upholding market order.

. Strengthening international exchange and

cooperation.

|2. Providing professional service and improving

service quality.
|3. Strengthening e-document to enhance

administrative efficiency.

We have had a good year in the promotion of new
businesses in 2006. Looking into 2007 in the face
of evolving international environment and intense
market competition, we will continue to endeavor
in over-the-counter trade of stocks and bonds to
provide businesses with an effective financing venue
and the public with an investment market with a
diversity of products and trading methods. We will
also work more diligently in internationalizing the
market, step up the communication and interactions
with emerging markets around the world to

become a more avid player in the world market.
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M History

A strong securities market is the showcase of a healthy
national economy. It is also a vital venue for businesses
to access direct financing. Private savings and dormant
capital can be channeled into the securities market to
help finance the development of national economy
and private sectors. A viable securities market creates

wealth and benefit people’s livelihood.

Our over-the-counter market, like the stock exchange,
is a part of the market for circulation of securities. The
government reopened the over-the-counter trading of
bonds in October 1982.The Taipei Securities Dealer's
Association (TSDA) started handling over-the-counter
trading of stocks in February 1988. But the market

had been languorous with a flawed trading system.

For the sake of enhancing the functions of the GTSM,

the Ministry of Finance held a number of meetings
in 1993 and 1994 to examine many issues in relation
to the system, functions and organizational pattern of
the over-the-counter market. Subsequently the MOF
decided to set up an over-the-counter center as a
non-profit body to promote the development of the

over-the-counter market.

In 1994, a succession of sponsors meetings were held,
in which, this non-profit organization with the mission
to develop the over-the-counter market was named
Gre Tai Securities Market (the GTSM), and rules of
sponsorship, and business plans were drafted. On
July 20, 1994, the Securities Exchange Commission
appointed 20 members to a preparatory committee
to work on the establishment of the GTSM. The first
board of directors’ meeting was called on July 28,
1994. The organization was registered on September
26, 1994 and formally established on November |
the same year to take over the business of over-the-

counter trading from TSDA.

The initial fund of the GTSM in the sum of
NT$350,450,000 were donated by TSDA, Kaohsiung
Securities Dealers Association (KSDA), Taiwan Stock
Exchange Corp. (TSE), and Taiwan Securities Central
Depository Co., Ltd. (changed name to Taiwan
Depository & Clearing Corporation) in the amount of
NT$170,250,000, NT$200,000, NT$120,000,000, and
NT$60,000,000 respectively. With surplus in the sum
of NT$1,476,550,000 accumulated over the years,
the GTSM fund stands at NT$2,149,500,000 at the

present time.
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B Organization

|. Organization Structure

The board of directors is the highest executive
body of the GTSM. The chairman convenes and
presides over board meetings, and represents
the organization. Under the board, there are one
president who manages company business and one

or two vice presidents who assist the president.

The GTSM started out with five departments,
namely Listing, Trading, Computer, Auditing and
Administration. Subsequently in consideration
of the flourishing bond market, the Bond
Section under the Trading Department was
upgraded to Bond Department in July 2002. The
Computer Department was renamed Information
Department. To enhance market administration,
the GTSM further broke the Listing Department
into two departments - Listing Supervision and
Listing Examination in 2004 in the hope that this
division of labor would boost work efficiency. The
GTSM also has a compliance office under the
direct command of the president to take charge of

internal audit and internal control matters.
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Guo-Huei Ning

Senior Executive Vice President

Daniel C.Y. Chu

Senior Executive Vice President

Ching-Chuan Wu

Executive Director
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Management Profiles
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Sarah Wong Bing-Jing Huang Edith Lee Fulung Ko

Senior Vice President Senior Vice President Senior Vice President Senior Vice President

Trading Department Bond Department Listing Examination Listing Supervision
Department Department
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Tai-Hsiung Liu
Senior Vice President
Information Department

erEEE B3R
Frank Chen

Senior Vice President
Auditing Department

wiel TR

Thomas Tsai
General Auditor

gesce ZEEL

Jackson Li
Senior Vice President
Administration Department
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2. Responsibility

Listing Examination Department
Examine the listing of stocks and derivatives and handle registration matters.
Draft, study and propagate relevant rules and regulations.
Listing Supervision Department
Supervise and administer over stock issuers.
Draft, study and propagate relevant rules and regulations.
Trading Department
Manage the transaction and settlement operations for stocks and derivatives.
Set up, manage and implement the market surveillance system.
Draft, study and promote relevant laws and regulations.
Administer securities firms trading on GTSM.
Bond Department
Administer over the listing of bonds and derivative products as well as their issuers.
Manage the transaction and settlement operations for bonds and derivatives.
Draft, study and promote relevant laws and regulations.
Administer bond dealers trading on GTSM.
Information Department
Produce trading information and statistical data.
Carry out planning of computer system, develop and design software programs.
Carry out trading data, file, and server management.
Auditing Department
Carry out audits of finance and business of securities firms.
Carry out document review of the financial and business reports of securities firms.
Administration Department
In charge of meeting agenda, document, file and chop management.
In charge of the purchase, custody and maintenance of contract services and assets.
In charge of business communication and general affairs.
In charge of personnel affairs.
In charge of accounting affairs.
Compliance Department

Carry out internal audit of finance and business.
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3. Workforce
The GTSM started out with 29 employees and

expanded the workforce several times later on in
response to business needs. As of March 2007, among
the 209 employees, 120 were males and 89 were
female. An analysis of the workforce shows that 53%
of GTSM employees ages between 30 to 39 years old;

53% has master’s degree.

B &t Ph. D. T A 0.5 %
Bt Master 110 A 53 %
B <= University 74 A 35 %
o =3 College 18 A 8.5 %
B =0  High school 6 A 3%
F#27! By age
B 5o 13 A 6 %
40 — 49 74 A 35 %
B 30—39 110 A 53 %
0 20—29 12 A 6 %
5t : SEI9EFER 38 55
Note: Average age 38
St By gender
m = Male 120 A 57 %
[ emale 6
N g Femal 89 A 43 %
fast Total 209 A 100 %
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Funding

Sponsors of initial fund and respective donation

CSA
TSEC

U GEEPREGEMRIDABIRAT  TDCC
[RIGEEHST
U BERGEES
BrRIEEHR

Total

Aggregate transfer from surplus NT$ 1,799,050,000

Current fund size

A NEE/MFEIR Growth of GTSM Fund

NT$ 170,450,000
NT$ 120,000,000
NT$ 60,000,000
NT$ 350,450,000

NT$ 2,149,500,000

1994

1995

1997

1998

1999

2000

2002

2002

2003

2004

2005

2006

345,450,000

5,000,000

69,550,000

70,000,000

60,000,000

76,000,000

198,000,000

218,000,000

210,000,000

270,000,000

305,000,000

322,500,000

IBAIABBIZRIBEE

Initial fund from sponsors

BItMESBEFELSIEE

Donation of TSDA
S FERIEREFENED

Transfer of 1996 surplus

B6FERERGFENESE

Transfer of 1997 surplus

ST ERERGFENES

Transfer of 1998 surplus

B8FERERHFENEE

Transfer of 1999 surplus

BOFEREREFBNEE

Transfer of 2000 surplus

OFERERFENES

Transfer of 2001 surplus

NFERERFBNES

Transfer of 2002 surplus

QFERERFENES

Transfer of 2003 surplus

B FERERFENEE

Transfer of 2004 surplus

MUFERERFENES

Transfer of 2005 surplus

345,450,000

350,450,000

420,000,000

490,000,000

550,000,000

626,000,000

824,000,000

1,042,000,000

1,252,000,000

1,522,000,000

1,827,000,000

2,149,500,000

Combined into initial fund

HARIBEE

Introduction

23



24

h BB ERARGEARRK

Directors, Supervisors and Management
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Senior Vice President

TRIER

General Auditor
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Daung-Yen Lu
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Shuh Chen
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Gordon Yeh
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Michael L.C. Jong
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Chi-Hsien Lee
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Ching-Tsun Liu
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Yui-Chun Wu
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Frank Chen
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Thomas Tsai

EHKE
Ung-Sheng Wu
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Cheng-Yiao Chen
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Andy Yeh
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Hung-Wen Chien
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Edward H. Chow
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Daniel C.Y. Chu
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ZIRE

Jackson Li

RI58E
Yui-Chun Wu
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Sarah Wong

PSS

Chen-En Ko
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Peter Huang
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Min-Ju Huang
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BEEA

Supervisors
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FEEEZRES

Listing Qualification Committee
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FiEEEE BRI
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Examination Supervision
Department Department
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Trading
Department
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Board of Directors
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Chairman
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President
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OS5 FEEISIBIEEE ISR
Market Status

FHERE ST Issuance

B Stocks

I. Number of listing, shares and

capitalization on the general board of
GTSM

As of the end of 2006, there were a total
of 531 stocks listed on the general board of
GTSM (supervised stocks included), a net
increase of 28 or 5.57% as compared to 503
in 2005. If the 3 stocks that were transferred
to the Taiwan Stock Exchange (TSE) during
the year were included, the number of GTSM
listing in 2006 actually increased by 31 or 6.16%.
Shares listed totaled 72,620,000,000, with total
market value of NT$1,899,450,000,000, an
increase of 9.86% and 44.72% respectively as
compared to the end of 2005.
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GTSM Chairman Mr. Daung-Yen Lu,
President Mr. Yui-Chun Wu, former
Chairman Mr. Yung-San Lee and former
President Mr. Hsin-Nan Chien at the
inaugural ceremony.
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2. Revenues of listed companies

The total revenue of the 523 listed companies
(excluding 8 supervised stocks) in 2006 amounted
to NT$1,466,733 million, averaging NT$2,804
million per company, which represent an increase
over the total of NT$1,244,989 million for 496
companies and the average of NT$2,510 million

per company in 2005.

3. Change of listing

(1) In 2006, 41 companies (including 6 supervised
stock) made initial public offering of a total
of 5,099 million shares on GTSM, and 13
companies (including 3 transferred to TSE,
2 merged or shares converted, 4 put under
supervision, and 4 for other reasons) were
taken off GTSM.

(2) In 2006, 1,237 listed companies made secondary
offering of a total of 7.375 million shares on

GTSM.

4. Number, shares and capitalization of

emerging stocks
As of the end of 2006, there were a total of 230
stocks registered as emerging stocks on GTSM,
..-repkesentin'g a decreq_sé-. q_f':--_2l7__or 10.51% as
-comﬁa_réd to 257 |n2005|fthe 42 stocks that
were tﬁansf_erred'to;\the_ Taiwaih S‘Eock Exchange
(TSE) or the general board of GTSM during the
year were included, the number of registered
emerging stocks in 2006 actually amounted to 272.
Shares of emerging stocks totaled 33,240,000,000,
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with total market value of NT$723,450,000,000,
a decrease of 14.78% and increase of 2.34%

respectively as compared to the end of 2005.

. Revenues of emerging stock companies

The total revenue of the 230 emerging stock
companies in 2006 amounted to NT$524,760
million, averaging NT$2,282 million per company,
which represented a decrease of NT$123 million
per company from 2005 as compared to the total
revenue of NT$618,054 million in the year for 257

companies.

6. Change of emerging stocks

(1) In 2006, 47 companies registered first time as
emerging stock and 74 companies cancelled
their registration (including 42 stocks transferred
to the general board of GTSM or TSE). Shares
of emerging stocks totaled 3,373 million.

(2) In 2006, 239 emerging stock companies made

secondary offering of a total of 1,737 million
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B Bonds

As of year-end 2006, 6,483 issues of bonds in the sum
of NT$5,482.6 billion were offered on GTSM, which
showed continuing growth in both the number and
the sum of issue. Bonds issued in 2006 included 90
issues of government bonds in the sum of NT$3,382.3
billion, 1,139 issues of financial debentures in the
sum of NT$653.1 billion, 75 issues of beneficiary
certificates in the sum of NT$132.1 billion, 2,279
issues of corporate bonds in the sum of NT$933.4
billion, 285 issues of convertible corporate bonds in
the sum of NT$177 billion, | issue of corporate bonds
with warrant in the sum of NT$9 1 million, 140 issues
of foreign financial debentures in the sum of NT$7|
billion, and 2,474 issues of stripped bond in the sum
of NT$133.6 billion.

APORY TERESTERERESER R R
2, HBBEEINEHEBEIMNESTBERES
Bk " TEMEEHMESFormosa Bond 5 ©

GTSM and guests at the International Bond (Formosa
Bond) Name Release and Listing Inaugural Ceremony.
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ST EET
in NT$100m
. o e o N
Government Financial Beneficiary Corporate Convertible Cor orate/E)on d Forei nliaon q
bond debenture certificate bond bond .p e
with warrant
FE &%
Yr goa Total
HA® BR%E  HASN BRER  HAEN ARER  HAEl RRER HAEN  ERRE HAEN RREE  HAEN (E’;,gm)
No. of  Out- No.of Out- No.of Out- No.of Out- No.of Out- No.of Out- No. of 8 ':E”
issue standing issue standing issue standing issue standing issue standing issue standing issue stanL;Iji;lg
1996 42 9,951 - - - - 95 1,083 - - - - 5) 96 11,130
1997 44 10,344 - - - - 188 1,772 2 9 - - T 294 12,419
1998 45 10,420 - - - - 487 2,986 7 39 - - 11 631 14,076
1999 50 12,438 - - - - 907 3,861 11 61 - - 18 911 17,271
2000 57 14,783 - - - - 1,206 4,433 25 305 - - 25 1131 20,652
2001 65 18,569 21 50 - - 1,487 5,169 54 593 - - 46 1430 25,811
2002 74 22,127 327 1,299 - - 2,036 6,509 128 892 2 4 78 1426 32,260
2003 80 25,871 727 2,639 6 95 2,666 7,999 219 1,132 2 2.1 174 1530 39,268
2004 86 28,506 1,160 4,550 28 297 2,882 8,993 340 1,460 2 5.5 174 1165 44,977
2005 88 31,409 1,043 4,947 58 900 2,663 8,970 315 1,504 1 1.6 156 891
20054
DENES 50,006
Stripped 6 6 2,348 958 - - 947 419 - - - - - -
bond in
2005
2006 90 33,823 1,139 6,531 75 1,321 2,279 9,334 285 1,770 1 0.91 140 710
20064
DEIEH 54,826
Stripped B 216 1,787 938 - - 682 396 - - - - - -
bond in
2006
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In 2006, the GTSM had a total turnover of NT$5,129.1
billion with 154,206,252,000 shares of stocks changing
hands in 248 trading days (as compared to 247 days in
2005), representing an impressive increase of 37.45%
in terms of volume and increase of 61.98% in terms
of value from 2005. The total number of transactions
was 41,913,045 with average daily turnover and
volume at NT$20,68| million and 621,799,000 shares

respectively.

m Stocks

The total turnover of GTSM stocks in 2006 jumped
from 2005 in both volume and value. The daily average
trading in 2006 was NT$ 20,681 million, up 61.33%
from the average of NT$12,819 million in 2005. The
highest daily turnover in 2006 registered NT$43,473
million on January 4, and the lowest was NT$8,370
million on June 19.

The most active stocks by trading value in 2006 were
in order Powerchips, Motech, ProMos, Coretronic, and
Sino-American Silicon that accounted for respectively
7.42%, 6.31%, 4.14%, 3.33%, and 2.86% of the total
turnover; by trading volume, the top five stocks were
Powerchips, ProMos, Coretronic, AMTC and Etron,
accounting for respectively |1.63%, 10.60%, 2.21%,
1.82%, and |.79% of total shares transacted.

m Bonds

The turnover in the bond market in 2006 broke the
mark of NT$250 trillion mark, reaching NT$275,662.3
billion (convertible bonds and corporate bonds with
warrant excluded), of which, NT$169,548.2 billion
involved outright trades, accounting for 61.51% of total
turnover and representing a decrease of 31.41% as
compared to 2005 (the outright trade market totaled
NT$247,186.6 billion in 2005, accounting for 77.75%
of total turnover for the year). Government bonds still
represented a lion’s share in outright trade, accounting
for as much as 98.74% of all outright trades, followed
by corporate bonds with 0.80%, financial debentures
with 0.24% and stripped bonds with 0.09%. Practically
all outright trades of government bonds went through
the GTSM electronic bond trading system (EBTS)
since 2003, that recorded over NT$100 trillion in
trading for three years consecutively. In 2006, the
trading amount that went through EBTS broke the
NT$150 trillion mark to reach NT$160,457.5 billion,
accounting for 95% of outright trade. The turnover of
RP/RS trades totaled NT$105,663.8 billion, showing a
steady growth of 9% from NT$97,302 billion in 2005
(accounting for 38.33% of the yearly turnover). The
turnover of convertible bonds in 2006 amounted to
NT$450.2 billion, an increase of 24% from NT$450.2
billion in 2005.
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in NT$100m
£ B & =
GTSM listed bonds
o e Jma KRB
FE EBE2S K feRiE22 53 NEE NEE
YR Outright trade RP/RS N Convertible Corporate bond
(=) bond with warrant
,, o y Total
SERRAG SEEM  ,  g8¥sm
EBTS Over-the- Turmover
counter
1996 — 26,218 9.27 256,657 90.73 282,875 — —
1997 — 25,710 6.37 378,012 93.63 403,722 0.4 —
1998 — 71,065 12.93 478,507 87.07 549,572 20.8 —
1999 — 72,096 13.82 449,687 86.18 521,783 24.2
2000 4,666 161,506 24.12 522,696 75.88 688,868 8873
2001 119,690 409,409 4451 659,686 55.49 1,188,784 900.7
2002 500,930 105,165 45.11 737,400 54.89 1,343,495 1,959.7 1.79
2003 1,186,947 138,775 63.24 770,531 36.76 2,096,253 2,485.2 0.51
2004 1,272,394 123,349 62.86 824,796 37.14 2,220,539 4,432.1 7.15
2005 2,321,894 149,972 71.68 973,020 28.25 3,448,535 3,644.6 3.76
2006 1,604,575 90,907 61.51 1,056,639 38.33 2,756,623 4,502.5 -
> b >
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The figures above were obtained by adding up purchases
and sales of bonds by securities firms. If the value of trading
among securities firms that has been counted twice is
excluded, the 2003 total turnover of bond trades was
NT$135.6 trillion, in which, outright trades and RP/RS trades
amounted to NT$71.0 trillion (52%) and NT$64.6 trillion
(48%) respectively; the 2004 total turnover of bond trades
was NT$144 trillion, in which, outright trades and RP/RS
trades amounted to NT$74.5 trillion (52%) and NT$69.5
trillion (48%) respectively; and the 2005 total turnover of
bond trades was NT$210 trillion, in which, outright trades;
RP/RS trades amounted to NT$129 trillion (61%) and
NT$81.3 trillion (39%) respectively; and the 2006 total
turnover of bond trades was NT$176 trillion, in which,
outright trades and RP/RS trades amounted to NT$88 trillion
(509%) and N'T$87.9 trillion (50%) respectively.
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Lion Dancers congratulated Chairman, Daung-Yen Lu, at the Foreign
Currency Denominated Bonds Name Release and Listing Inaugural
Ceremony.

Business Operation 35



HEBFEL - BAPLHRITESBEEERM
BERBESRNICERRERTSBH102
XK IREBEEHBBSB45K  HPEFR
REKI R B EB I BHIET44K - BIKEB
BEBH 2B/ SBFNR  H102RPHIRRBE
RIMEBRE - EEEBRNRSTAE @ 102KIE
ERESEXEFNBSHHEE I 1,108RE
B2 BMEESEM - HomiERUeitme
BTRBRHRS  AXKFRBILHMN4E ' S
101 R - ERNT4R - BPHNTIRIE
B4 o

O FEFHBHDBFBEMRRMEE LEBRR
R EMAIABZESBKFRITARE
¥~ B3~ xEE - BE HMBSBRDBIR

9.52% ~ 7.23% ~ 5.66% ~ 5.51% » 5.25% ©

™ bk PR
BRDIBRENT IS - BNIMNEEALE
RBRE HENTRRIEE - RILsFEE

Z]

BEEBRPEUDIKBNE - BEISFEL @ 12
BAZRBEEBRPRRERTR1,0688
7,698F + BO4F[K21,03087,718F » 181037
B0,980F5 » 1BI8/3.69% - HPBIEINEMIER
IBAIMBINABEF 887,554 » BHITE(SS
£43,337F * 19BMIAFERME ©




B Securities Firms

As of year-end 2006, there were a total of 102
securities firms that have entered an agreement of
securities trading on over-the-counter market with
the GTSM, of which 45 engaged in proprietary
trade. Because 44 out of those 45 securities
firms engaged in both brokerage and proprietary
trade, there was in fact only | firm that engaged
in exclusively proprietary trade. Nine out of the
102 securities firms were financial institutions that
engaged concurrently in securities trading. In terms
of offices, the 102 firms had a total of |,108 offices
across the country with 337 in Taipei City, 141 in
Taipei County, |01 in Kaohsiung City, 74 in Taichung
City, and 73 in Taoyuan County.

The top five securities firms in 2006 by trading
amount through the EBTS system were Yuanta
Core Pacific, Fubon, Taiwan, SinoPac, and Jihsun,
accounting for 9.52%, 7.23%, 5.66%, 5.51%, and

5.25% of the market turnover respectively.

B OTC Accounts

With market mechanism in full play, domestic and
foreign investors have become more interested
in the GTSM listed stocks. Thus the number of
accounts opened to buy or sell stocks on GTSM
continued to grow in 2006. As of year-end 2006,
there were 10,687,698 accounts opened, including
87,554 accounts opened by foreign individuals and
institutions and 87,554 investment trust accounts,
which represent an increase of 379,980 accounts
or 3.69% as compared to 10,307,718 accounts in
2005.
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Business Operation

m Call (Put) Warrants

As of year-end 2006, 20 securities firms issued
altogether 180 warrants valued at NT$4,537 million,
representing an increase of 13.82% as compared to
NT$1,986 million in 2005. The total turnover in 2006
amounted to NT$32,345 million, a jump of 77.45%
from NT$18,228 million in 2005.

Convertible Bond Asset Swap

Trading of fixed-income securities:

Currently 23 securities firms have been approved to
offer the business. The nominal amount of outstanding
contracts totaled NT$22,718 million and total trading
value in 2006 amounted to NT$29,467 million.

Trading of options:

Currently 23 securities firms have been approved to
offer the business. The nominal amount of outstanding
contracts totaled NT$35,61 | million and total trading
value in 2006 amounted to NT$28,573 million.

NTD Interest Rate Derivatives ,

NTD interest rate options:

Currently 19 securities firms have been approved to

offer the business. The nominal amount of outstanding
contracts totaled NT$4802.7 million and total trading
value in 2006 amounted to NT$4,544.4 million.

NTD interest rate swap:

Currently 21 securities firms have been approved to
offer the business. The nominal amount of outstanding
contracts totaled NT$815.7 million and total trading
value in 2006 amounted to NT$444,883 million.

Short bond

Total value of short bond transactions in 2006
amounted to NT$9,739.5 billion (of which the total
trading amount of RP/RS trade was NT$9,528.2
billion).

When-issued trading of government

bonds

In 2006, 12 government bonds with nominal value of
NT$440 billion were issued in 2006. The amount of
when-issued trading for the year totaled NT$9,302.4

billion.
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Bond Derivatives

Bond forward:

Currently 36 securities firms have been approved
to offer the business. There was no bond forward
transaction in 2006.

Bond options:

Currently 19 securities firms have been approved to
offer the business. The nominal amount of outstanding
contracts totaled NT$59.35 billion and total trading
value in 2006 amounted to N'T$4,084 billion.

Structured Notes

Currently 24 securities firms have been approved
to offer this business and the nominal amount of
outstanding contracts totaled NT$4,596 million. The
total turnover of structured note market in 2006 was

NT$27,036 million.

Bond Lending Center
The total nominal value of bonds borrowed in 2006

amounted to NT$25.5 billion.
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SF e m TE O T RETANAZE
AERERHRE BB | 5000 | 2001 | 2002 2003 2004 2005 Accumulated
Product Date opened X
trading value
5088 (E) R Call (put) warrant
%=
SHTHRAZ ; : 10 16 88 180 .
No. of issues
— 2003.04.01
#%EE&@@E - - 31.06 56.03 182.28 323.45 -
Trading value
. BN SEEERIRA Convertible bond asset swap
. o
@Euﬂ.éﬁé% - 2000.06.17 1.54 67 109 151 302 294 924.54
Fixed-income securities
ﬁ%@ﬁ&% 2002.06.03 - 30 141 195 237 285 888
Options
. FTEEERIRSTE MRS NTD interest rate derivatives
LRI
%Gmﬂ RIHE . 2002.06.26 - 0 157 70 38 457 722
NTD interest rate options
N ar——
MO mﬂxﬁ&@ 2001.10.18 - 216 1,043 1,630 2,306 4,448 9,643
NTD interest rate swap
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NTD interest rate options
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EEPTEMRS Bond derivatives
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|. Developing foreign-currency bond trading

market

In support of government’s liberalization policy,
we continued the planning for international
bond market issuance system, and have so far
announced a number of relaxation measures,
including allowing ECB and other equity-based
bonds issued abroad to be traded in Taiwan,
and the public offering of certain international
bonds issued by domestic and foreign issuers.
Support measures include allowing over-the-
counter trading of international bonds by small
investors, reducing the minimum trading unit, and
allowing international bonds offered by foreign
issuers that meet certain requirements to be
issued in accordance with foreign regulations. We
also made planning for the stripped international
bond system comparable to the stripped
corporate bond mechanism for the reference
of the competent authority. In the efforts to
augment the scale of international bond trading
market and working in line with the schedule for
the listing of the first international bond on the
market, we solicited the name for foreign-currency
denominated bonds through public invitation and
voting, and named it “Formosa Bond.” We also
made efforts to boot the international visibility
of our international bond market through road

shows and promotional campaigns.

2. Planning the creation of computer trading

system for over-the-counter trading of
financial derivatives

The over-the-counter derivatives computer trading
system constructed by the GTSM went online
on March 26. Electronic trading can help lower
the trading costs of dealers, shorten the trading
system, reduce operational risk arising from man-
made errors, and enhance the transparency of
market trading information. When this system
is widely accepted by the market, it is expected
to drive further the growth and development of

bond derivatives market.
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3. Promoting foreign investment in the bond

market

To attract foreign investors into Taiwan’s bond
market, we vigorously pushed for the inclusion of
Taiwan's government bond market into the global
bond index of leading bond index providers.
Lehman Brother; a leader in global fixed-income
market index, started to include our bond market
as one of the tracked markets in its Global
Aggregate Index and Asian-Pacific Aggregate Index
on September 30, 2006.

To make it easier for foreign investors to understand
Taiwan's bond market, we created a bond market
inquiry zone (Chinese and English) on our website,
which describes Taiwan's bond market and regulations
for foreign investment in the bond market. We have
also established a foreign investor service window that
answers telephone and e-mail inquiries from foreign

investors.

4. Continuing the planning to build a cross-

border platform for electronic trading of
U.S. bonds

To build a cross-border trading platform and
settlement and clearing system for U.S. bonds that
meets the needs of domestic investors, we have
decided to work with a world leader in U.S. bond
B2B service, Cantor, eSpeed and BGC Partners. The
current planning is to build a cross-border trading

platform and settlement and clearing system for

U.S. bonds in two stages in line with the timetable
for regulatory relaxation and system construction.
In the first stage, the GTSM will link up with the
trading platform of eSpeed to access real-time
U.S. bonds trading and transaction information and
disclose such information on GTSM's EBTS system
for the reference of dealers. In the second stage
if it is called for, the GTSM will introduce the U.S.
bond quotation and order matching system, and

simultaneously, the settlement and clearing system.

. Boosting the international visibility of

Taiwan’s bond market and promoting
international exchange and cooperation

In the continuing efforts to promote the
internationalization of our bond market, step
up interactions with the international securities
community, and bring in new knowledge in the
international bond market, the GTSM hosted
the International Bond Market Conference
2006, and undertook a roadshow in Hong Kong
to introduce with considerable success Taiwan'
s international bond market to international
investors. To promote international cooperation
and information exchange, the GTSM entered a
memorandum of understanding (MOU) with Bond
Exchange of South Africa, and received delegates
from Stock Exchange of Thailand, Stock Exchange
of Malaysia, Mongolian Stock Exchange, Vietnam’s
State Securities Commission, Mongolian Securities
Clearing House, and Shanghai Stock Exchange, to
introduce to them the development experience of

Taiwan’s bond market.
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6. Promoting a sound bond market,

strengthening the long-short trading
mechanism

To provide more trading options, and at the same
time, shore up the long-short trading mechanism
in the bond market, the GTSM allows securities
firms to engage in RS trades and cover by adding
an inter-dealer RP financing trade system, which
offers the function of general collateral financing
that settles on day T+0 and differs from specific
collateral financing that settles on day T+0.The
new system was officially online on January 29,

2007.

7. Enhancing the transparency of bond market

information

To facilitate inquiry of bond information, we simplify
the reporting process for bond issuers and promote
e-announcement to enhance the efficiency of bond
information disclosure and inquiry. The Market
Observation Post System (MOPS) also underwent
a revision led by the GTSM. Officially rolled out on
December |1, 2006, the new MOPS adds a bond
information zone and has the reporting operations
for bond conversion (exchange), corporate bond with
warrant, and domestic and foreign securities revised,
and offers a report monitoring function.

In addition, we set up a database for the registered
government bond position of all securities firms, and
link up with the Treasury Department of Central
Bank of China to check the position data reported
by securities firms as a measure to step up the
supervision of bond market. It also allows us to
provide the competent authority with accurate and

instant administrative information.

8. Providing diverse products

To encourage the securities industry to innovate
and provide investors with a diversity of investment
choices, we planned the ETF trading system and
made suggestions to the competent authority
regarding necessary regulatory amendments. The
competent authority has promulgated the legal
basis for the issue of bond ETF and financing in
September 2006. In addition, in response to the
increasingly diverse financing channels, and to
promote the development of capital market and
augment the scale of capital market, we drew up
rules and regulations for over-the-counter trading
of exchangeable bonds, and implemented them on

December 12, 2006.
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9. Reviewing regulations on corporate

governance in line with the amendment
of the Securities & Exchange Act, and
undertaking propagation activities

In line with the amendment of the Securities &
Exchange Act, we reviewed the GreTai Securities
Market Review Criteria and Good Corporate
Governance Practice and made amendments. The
amendments were promulgated on October 2, 2006
and implemented on January |, 2007. We also held
four sessions of seminars in northern, central and
southern Taiwan in October 2006, and continued

the propagation campaign on the website.

10. Promoting dematerialization of securities in

support of the government policy, amending
related rules and regulations for listing
application and registration of emerging
stocks, and undertaking propagation
activities

In support of government’s call for dematerialization
of securities, we amended the rules and regulations
for listing application and registration of emerging
stocks, announced the amendments in two
stages on December 8, 2005 and June 30, 2006
respectively, and implemented the new regulations
on July |, 2006. We also held
middle of March 200

ops in the
Iaboratic_)h with the
Taiwan Dep ry & Clearing Corporation
(TDQ.Cj};-;er re-announced related regulations
on May 26, 2006 for propagation and reminding

purpose.

Planning the creation of a system for
differentiated management of underwriters

As the competent authority continued to push for
differentiated management of underwriters, the
GTSM was instructed to invite various organizations
to review and possibly revise the existing evaluation
benchmarks so as to step up the differentiated
management of underwriters. We called the review
meeting on July 19, 2006 and submitted the meeting
record and revision proposal to the competent
authority on July 26. The competent authority
approved of GTSM's proposal on August 30, and
Taiwan Stock Exchange (TSE) finished the subsequent

revision of computer programs on October 3 1.

. Stepping up corporate supervision to protect

the interests of investors

In line with market needs and international trends,
we worked with other organizations to promote
the applicable financial accounting principles and
harmonization with international accounting
principles. In October 2006, the GTSM, together
with Accounting Research anaw?velgpment
Foundation and Taiwan Stock Exchange osted
an International Accounting Standards Sy sium
that won positive feedback from the international
community with regard to our efforts in establishing
accounting standards and the endeavor of the

corporations and accountants in compliance.
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The GTSM held the Third Taipei Corporate
Governance Forum on February 10, 2006
with 750 attendees from home and abroad.
The forum helped gain international exposure
for our efforts to promote corporate
governance. In addition, in coordination with
the amendment of Securities & Exchange Act
with regard to corporate governance, we held
an “Amended Clauses of Securities & Exchange
Act and Sublaws Workshop” in April 2006, and
subsequently a “Sublaws of Securities & Exchange
Act, Corporate Governance, and International
Control Workshop” in October to help listed
companies and the investing public understand
the newly amended Securities & Exchange Act

and corporate governance rules.

In coordination with the implementation of new
underwriting system, we have set forth Points
to Note for Post-Listing Trade under the New
Listing System and GreTai Securities Market
Operating Procedure for the Control of Post-
Listing Price Fluctuation of IPO Stocks and Price
Stability Measures Adopted by Recommending
Securities Firms to strengthen the supervision of

underwriters and the evaluation of their quality.

I3. Continuing to promote over-the-counter

trading of warrants to further increase the
issue and trading of warrants.

We continued to amend the rules and regulations
for the issue and listing of warrants on GTSM
to allow more flexibility in the design of warrant
issue conditions, give the dealing department of
issuing securities firms more latitude in operation,
and simplify the warrant listing procedure to
enhance operating efficiency. We also held warrant
workshops targeting mainly the investing public
to enhance their understanding of warrant and
encourage their participation in over-the-counter
warrant market. In 2006, 180 over-the-counter
warrants were issued. The market turnover for
the year totaled NT$32,345 million with daily
average of NT$130 million, representing nearly
100% growth as compared to 2005 (88 warrants
issued, total turnover of NT$18,228 million, and

daily average of NT$74 million).

Business Operation

51



RPDBRGFI H2B8RITE
BFREISBTRERERZZE |
SERA SRR o —y
GTSM held the contract signing/ :_:_"
launch ceremony for the posting |
of Emerging Stock Market '\_‘,-I
information on yam.com on 2 |
January, 2007. ]Tw_

s

EAEERRELRZZEIMBIIN - INI0BEE

+00 « B{LIEREE AT SHINEE « RS HEBmH RINEEFBETEHBREGNOMN » I

1R INEBSNE WS B &N (Bloomberg) F 1Rt
PRI REMIBZ R SIEER - ES IBREBHEIZZAFE - MUBEINSREAY
MR EIBEEITZIRENIBIE : (1)HRE EERY T Z BRAREAZ B - 06 FINEINE NS

BREERWET S ZRIBLE » FRIEE SR
BinRFEERERTESHEREEMH - »
EARPLRFPOIRINERERSRIEINEE
MR BB B E R » PhsEtkiE
RS IRERIEIREM - DUERIIERE

RITIBZEEM ; (2)RE—TIRT EER
SR - BEERERZEELREETE
IE > NIBBKREBESBEIFEITEEMR
£ DRBEEEEEHZREERS
FERRIIROEMZL » IHEBRMEREERE
EITEE . )IRIBENIZRE ALTRENER

SEBRZER  APDOFHFEHEAR

BB o th 18102 3.68%  BRO4FE(INELL
ER1.54%)BKIBME ; (4)BWRE R T
BTMESNADCHRIESTE - IBIEREEERET
BX - BIRRZEN - ATEAER  BINE
K BBRHBRE - DRABEEAI A
RESPHTENZIBT » UREDEBHILE
ARSKRETEEN28M -



I4. Bolstering the market making function of

recommending securities firms and boosting
the efficiency of emerging market

We made efforts on many fronts to improve and
promote the emerging stock market, in particular
in the areas of market system, regulations,
propagation, and information disclosure: (1) We
underwent several amendments of the price
negotiation system to establish effective order
error control mechanism on the part of securities
firms, and add the price error detection function
to the GTSM system in the hope to prevent block
trade error and maintain the accuracy of emerging
market information with multi-layered automated
error control measures; (2) To further enhance
the liquidity of emerging stocks, we amended
related regulations to step up the requirements
for recommending securities firms to instantly
fulfill their obligation to execute matched orders,
encouraged them to actively execute orders with

price difference, and produced irregularity reports

through the system for control purpose; (3) To

help market investors understand more about
the trading of emerging stocks, we continued to
propagate the trading and settlement mechanisms
for emerging stocks, step up business briefing and
information exchange with foreign securities firms,
and provide foreign information vendors, such
as Bloomberg, with real-time trading information
to help foreign investors understand emerging
stock market better. In 2006, the weight of market
participation by foreign investors increased to
3.68%, which was a significant jump from 1.54%
in 2005; (4) We actively worked with well-known
stock information portals to increase the exposure
of emerging stock market information, real-time
trading information, basic corporate information,
revenue data, important financial information,
and ranking of emerging stock companies by
financial performance and trading volume, for the
reference of a large number of investors who are

used to acquiring stock information online.
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I5. Continuing to improve the trading system

in line with market needs and international
trends

In line with market needs and international
trends, we continued to promote the reform
of over-the-counter trading systems, including:
(1) implementing the omnibus account system
to allow foreign investors and institutional
investors to place order through the omnibus
account so as to achieve the average price
allocation of trading volume and enhance the
efficiency of order processing; (2) reviewing the
function of block-trade system and adding block-
trade matching mode to shore up the existing
mechanism. We also amended some clauses of
the GTSM Regulations for Block Trading. The new
regulations will be implemented early 2007; (3)
we promulgated the amended GTSM Guidelines
for Payment and Settlement and related
regulations to allow securities firms to make use
of balance in customer’s settlement account if so
instructed by the customer. The new amendment
helps diversify the services of securities firms;
(4) we amended the GreTai Securities Market
Rules Governing Securities Trading on Over-the-
Counter Markets and Over-the-Counter Account
Opening Contract to let investors place order
via DMA so as to enhance the efficiency of order
placement by foreign investors; (5) we planned
to revise the GTSM operating rules to let

institutional investors place order via CD order

to enhance the flexibility of order placement by
institutional investors; and (6) we amended Article
60 of GTSM operating rules to stipulate the
method of calculating the reference price for the
first-day trading of stock when a listed firm issues
new shares for decrease of capital and returns

cash to its shareholders.

. Continuing to strengthen the control of

payment and settlement risks of securities
firms

To strengthen the control of settlement risk, we
continued to carry out the following risk control
operations: (I) keeping close communication
with TSEC and TDCC to have a firm grasp on
the settlement operation of securities firms, and
reporting irregularities assiduously; (2) conducting
documentary examination or joint investigation
of securities and securities firms meeting certain
irregularity criteria, and securities firms late in
settlement; (3) conducting daily review of the
settlement value-at-risk (VAR) of securities firms
and cross-market alert indicators, and making
discussion and handling related matters through
block trade prevention meetings; and (4) holding
market settlement fund committee meetings
regularly, and faithfully executing resolutions
made by the committee, and taking appropriate
preventive and corrective actions against securities

firms and securities with trading irregularity.
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7. Continuing to step up control over the

operational risk of securities firms and the
administration of their business operations
To step up the control over the operational risk
of securities firms, we continued to carry out the
following control operations: (1) working with
the TSEC, immediately examining securities firms
with exceptional overall risk alert indicator to see
whether their order situation would affect normal
trading in the market and take actions in a timely
manner; (2) stepping up communication with
credit rating agency to strengthen the information
items and content of the joint credit information
service system; and (3) stepping up control over
orders placed by securities firms with low capital
adequacy ratio, and carrying out intra-day real-

time order control through computer system.

. Surveillance and audit of securities

(1) Stepping up the creation of surveillance data
file
In 2006, we have created the data file of 41
newly listed companies regarding changes of
equities held by company insiders in five years
prior to listing and the basic data of company
management and its related parties at the
time of listing. We have also created the data
file on the affiliated businesses of the GTSM
listed companies and their securities holdings.

(2) Beefing up the surveillance and management
of material information
We conducted daily on-line search of material
information concerning listed and emerging
stock companies appeared on the Internet
and published by information vendors, or on

newspapers, magazines, and other media, and

©)

(4

~

verified whether listed companies have any
major omission in information disclosure or
asked listed companies to clarify media reports
on MOPS. We also watched closely stock-
related infomercials and stock analysts who
recommended specific stocks on TV programs.
Actively examining irregular trades and
working closely with law enforcement

In 2006, GTSM completed 104 surveillance
reports initiated on our own or in
collaboration with the law enforcement
agency, of which 78 cases were forwarded to
the law enforcement agency for subsequent
investigation.

Stepping up administration over the equity
ownership of insiders of companies listed on
the general board or emerging stock market
of GTSM

We created an “Insider Equity Ex-Post
Reporting Violation Prevention System”, and
since the system went online in June 2006,
no incidents of ex-post reporting violation
have occurred. We also checked the monthly
reports on change of shareholding and off-
floor trading by insiders (ex-ante and ex-post
reporting), and the treasury stocks of listed
companies. We have completed the audit of
disgorgement of short-term trading by insiders
in the latter half of 2005 and first half of 2006.
We also held five sessions of workshops on
equity ownership by insiders of GTSM listed
or registered companies to beef up insider’s
legal concept and their understanding of the
obligation and responsibility to comply with

securities exchange regulations.
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19. International exchange

)

@

Actively participating in international
meetings, forums and activities to boost our
international exposure of the GTSM

We participated in the 2006 31st annual
conference of IOSCO and were in charge of
the delegation coordination work. In support
of government’s internationalization policy,
we continued to be active in the international
community by attending the 3rd Emerging
Markets: Asia-Pacific” forum in Busan, Korea,
the IOSCO EMC annual meeting in Shanghali,
the |IOSCO-STP in Madrid, the Cross-Strait
Financial Cooperation and Development
Symposium in Shenzhen, China, the 2006
annual meeting of Asian Securities Analysts
Federation, (ASAF) in Seoul, Korea, the
IOSCO Technical Committee conference
in London, and introduced GTSM to our
international friends.

Promoting exchange and cooperation with
foreign exchanges

We received foreign visitors from securities
exchanges and academic institutions
introducing to them the current status
and future development of the GTSM, and
exchanging views and discussions with the
visitors. We also published at home and
abroad monthly newsletter about the status
of the securities markets in both Chinese and

English.

20. Providing professional services and

enhancing service quality

(h

)

Stepping up services to listed and emerging
stock companies

The opening of Investors Relation Center
provides a venue for investors to obtain
information and for listed and emerging stock
companies to make presentation. It also helps
make market information more transparent.
We will continue to study how to improve
the quality and quantity of information
disclosure to help issuing companies reduce
the manpower and costs of maintaining their
information system. For example, we will
integrate the reporting system for domestic
and foreign securities so issuing companies
only need to report online without providing
documented data in the future.

Education and propagation

To enhance public literacy of financial
knowledge, we held eight investment
seminars to introduce to the public our new
businesses and correct money management
concepts. We also produced the abridged
edition of GTSM Investment Seminars and

made them available to the public.
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I. Continue the planning of international bond

market system and augment the scale of
international bond market

To implement the “international bond” system
and invigorate the primary and secondary
bond markets, we will continue the planning of
international bond issuance and trading systems
in line with government policy. To attract small
investors to the international bond market, we
will continue to the promote the stripping of
international bond and trading of stripped bond,
and amend relevant regulations. To increase the
types of bonds listed and offer investors more
choices, we will urge domestic issuers that have
issued ECB abroad to repatriate. We will also hold
international bond promotional campaign to boost
the issuance and turnover of foreign-currency

denominated bonds.

. Promote the listing of new products and

expand the derivative business of securities
firms

To further expand investment options for
investors, we have proposed a plan for the
creation of a bond ETF market in 2006, and will
continue the efforts to construct a complete ETF
market system. To balance the restrictions on the
derivative business of banks, insurance companies
and securities firms, we will study to relax the

administration over the derivative business of

securities firms and undertake a total review of
the prevailing rules and regulations for all kinds of
financial derivatives. We will also look at integrating
the administration of the hedge accounts of
securities firms for equity-based derivatives to
help securities firms lower their hedging costs and

bolster the supervision of competent authority.

. Continue the planning of cross-border

electronic trading platform for U.S. bonds

In line with the internationalization of bond market
and the business needs of securities firms, we plan
to open up the business of trading US government
bonds. For this, we will continue to work with
internationally known institutions to build a cross-
border electronic trading system and work with
depository and clearing institutions to build a

cross-border clearing and settlement system.

Business Operation

61



7

= FIBREIRT X EERENRZ TS

EESEBEFMBERKLERREETK @ R
EIFMESBEEXBINAEERIN IS
MEFRNBEBEIFRIEXEERERZIS R
% MRESHERERBEIIBIRESHEN
REIFRHE

ERNESTIRERR L

AP OEEPBEIRESTEE - MER - &
FERSETOBREREFR L ESMIEZY
1T - BIREESEHRE - HBINBREBES
MHIEESRAFS - WSHERSE  UMEESE
BEFMBERER - BRESNIECIFLR2EB
2 APORBINNBRRMEESHISEBER
MITEMEHBRMBEE - DEBERESS
IBEERBURELIRGHESE  LHESE
BN ERNEBESRITEMERNBRRZE
BERMIGHER - LURESTEN SRR

1~ BEESEMIBRE

RNEEEWHBRFRZNEE - RifEEER S
BRRMMBBERBTRRZZENSF R RIBRIE
EMH - INSBRIMEI LIRS\ BRIREARS
BECTER  BRFENESENRETS
BEFFITHIEENZBERE - AP DLOIAFRIY
BEFMHBEIEHERREBMEE - FEElNER
RS BYTVBIRSEEBR AR WEIN
BZ RIEN R bR L BN R AR R L A B R
BRIEIS SR - IIIRBERREE -
RBILESHIBD RG] FPORESESZ
128] - HEBSBPWEPRBEHRAEEERSZE
%o WERISREINERTE - B - BENEE
B - BRI EFFETRESLTEESEE
ZENE - WEEESRGHERIE345R IR
RISHEEERER - URMEZEFEREDAEEE

SR -



4. Promote the internationalization of bond

market

We have held two international bond conferences
to great success. In 2007, we will continue
to evaluate the possibility of holding another
international bond conference. In line with our
business planning, we will undertake roadshows
abroad and actively participate in international
meetings to promote the development experience
of Taiwan’s bond market. In view of the trend of
cooperation between exchanges, we plan to join
international bond organizations or derivatives
organization. We will also promote exchange and
mutual visits with leading institutions or other
exchanges in the international bond market, and
pay visits to internationally prominent financial
institutions to draw on their experience in the
trading and market development for bonds and

financial derivatives.

. Promote the sound development of bond
market

To improve the functions of fixed-income
securities trading system, we will study the system
for real-time disclosure of over-the-counter

trading of fixed-income securities and support

measures, and improve related mechanism to give
small investors more incentives to trade bonds.
We will also continue to improve the information
disclosure platform and upgrade the quality of
disclosure. We will reinforce the bond market
administration system and services, continue to
track the YTM curve of corporate bonds and
improve its representativeness, create a database
on zero-coupon bond curve and volatility curve as
well as an online inquiry system for access by the
investing public.

To shore up the long-short trading mechanism in
the bond market, we will, in line with regulatory
amendment, promote the registered government
bond lending business, and create a stable,
convenient and inexpensive model for the lending/
borrowing of deliverable bonds. We will create
a database for the monthly reassessment of
fair value of bonds held by securities firms, and
propagate related valuation and hedge issues
in line with Statements of Financial Accounting
Standards No. 34. We will also examine the issue

of over-concentration of some government bonds.
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6. Implement the government bond ETBS

surveillance system

In the efforts to uphold the order of government
bond trading market, we will continue to plan
and implement the online and off-line surveillance
system for government bond ETBS, and create an
extraordinary transaction database to prevent the
occurrence of non-arm’s length transaction that
might undermine the interests of the investing

public.

. Improve the quality of listing review

(1) Make sure listing review is carried out in
compliance with relevant regulations and
operating procedures.

(2) Invite underwriters to hold business
presentation.

(3) Examine the underwriter differentiated
management system in line with the action of

competent authority.

. Provide SMEs with effective financing venues

to help them enter the capital market

(1) We plan to make 60 visits to public companies
or companies with key operations abroad to
introduce to them the listing requirements of
both the general board of GTSM and emerging
market, and urge them to make listing
application.

(2) We plan to hold two workshops targeting
SMEs to help them enter the over-the-counter
market.

(3) We plan to visit underwriters and accountants
to consult their views on how to improve the
listing review mechanism, and urge them to
advice their clients on applying for listing on

GTSM.

(4) The target set in conjunction with the
aforementioned promotional efforts is to have
45 new listed companies on GTSM in 2007.

(5) We will continue to review and amend the

listing criteria and related regulations.

. Stepping up corporate supervision to

protect the interests of investors

We will continue the propagation efforts to urge
listed companies to pay attention to corporate
governance and encourage them to participate
in corporate governance measuring system. In
reference to the results of information disclosure
rating, and the execution of corporate governance
and internal control, we will gather information
on listed companies that have carried out
private placement, and analyze the patterns of
violating companies. We will continue to study
the establishment of differentiated management
benchmarks for listed companies, and review and
amend the prevailing supervision rules to enhance
the supervision efficiency. In line with market
needs and international trends, we will push for
applicable financial accounting principles and
align with the international accounting principles.
We will study to include a clause in the listing
agreement that "if deemed necessary, the GTSM
may require a listed company to enlist the service
of external professional examiner” to enhance the
viability of corporate supervision. In coordination
with the current status of industry and market, we
will look at adjusting the industry classification of
listed companies and emerging stock companies

and related propagation activities.
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10. Continue to promote the business of

emerging stocks to further boost the
turnover of emerging stock market

We will continue to propagate the trading of
emerging stocks to boost market participation
and urge recommending securities firms to play
the role of market maker to further enhance the
liquidity of emerging stock market. We will also
plan emerging stock business contests to call the
attention of securities firms to their emerging
stock business and boost the market turnover. In
the aspect of improving the efficiency of payment
and settlement operation for emerging stocks, we
will work with TDCC to study the amendment
of relevant regulations to further expedite the
payment and settlement process flow so as
to make trading and settlement of emerging
stocks more convenient. We will also look at the
possibility of including emerging stocks in the
stock lending/borrowing operation and as the

target for margin purchase and short selling.

. Continue to improve and innovate the

trading systems in line with market needs
and international trends

In 2007, we will collaborate with well-known
banks and mutual fund companies to plan and
develop international ETF and GTSM stock
ETF and in coordination with the industry
reclassification of listed companies, readjust the
sector index. Also, we will continue to adjust in a
timely manner mechanisms for trading (including
margin trading), payment and settlement, and
administration of securities firms that serve
the market needs and stay in line with the

international trends.

12. Stepping up the efficiency of managing and

auditing the equity change of corporate
insiders and enhancing the functions of
existing computer surveillance system

To reduce the incidence of violation by corporate
insiders, we will establish an “Insider Equity Ex-
Ante Reporting Violation Prevention System.” Also
to boost the efficacy of the surveillance operation
and quickly respond to market change, we will
build a foreign investor trading irregularity analysis
system and investor trading behavior matching
system to grasp in a timely manner possible
correlation between market information and
traders. To enhance the functions of computer
surveillance system for emerging stocks, we plan
to build a negotiated emerging stock trades
check system so we are able to shorten the time
for transaction analysis and rapidly re-create the
scenes at the time of transaction. In addition, to
shore up information communication security
and confidentiality, we will monitor the access to
reports, and store the reports in a specific closed
space for users in an encrypted manner and save
the file access records. We will also make sure
exceptional surveillance data are sent to relevant
departments for analysis to prevent block trade

default and uphold market order.
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95 EE FHBEE) 2006 Listing Changes

P LA W] 7% New Listing

REERA5
Code

2921
1815
3390
3221
3388
2628
3369
3452
8349
6298
8255
3227
3419
3466
8182
3313
3360
4128
3339

8996

NSIEZY

SEVARNIE

ot

BIX
JBERE TR
BERAR

IERIASE
ETRIS
TEIERERHR
RISEIFR
BB
ARFERH
[RABRHR
SEIEE
PR

Company name

HOLA HOME FURNISHINGS CO., LTD.

FULLTECH FIBER GLASS CORP.

SUNFLEX TECH. CO., LTD.

TAI-SAW TECHNOLOGY CO., LTD.

TOPCO TECHNOLOGIES CORP.

CHENG LIE NAVIGATION CO., LTD.

TAK TECHNOLOGY CO., LTD

E-TON SOLAR TECH. CO., LTD

QST INTERNATIONAL CORP.

FOXLINK IMAGE TECHNOLOGY

ACTRON TECHNOLOGY CORPORATION

PIXART IMAGING INC.

WHA YU INDUSTRIAL CO., LTD.

SKARDIN INDUSTRIAL CORPORATION

HARMONY ELECTRONICS CORP

FEEI CHERNG ENTERPRISE CO., LTD

SUNNIC TECHNOLOGY & MERCHANDISE INC.

MICROBIO CO., LTD.

TEKCORE CO., LTD

KAORI HEAT TREATMENT CO.LTD

2B

Date of listing

2006/01/19
2006/01/23
2006/02/22
2006/02/22
2006/02/22
2006/02/23
2006/03/06
2006/03/08
2006/03/10
2006/03/15
2006/04/25
2006/05/04
2006/05/12
2006/05/17
2006/05/25
2006/05/29
2006/06/06
2006/06/09
2006/06/27

2006/06/30
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P LA EI#A#% New Listing

70

RERAER

Code

2035

9962

3293

3438

3431

3454

8110

3128

8064

8024

3230

2114

3499

4426

3483

2407

1408

2326

5501

1807

2811

NSRS

EESemNG
BEimE
HsE
BERLERER
RARHR

RN
EEMES
il AEES
2Ki2
KEERHT
MNEER
DERER

Bﬂﬁé@ «<
(EERR)

cPER TR
(EERER)

CEFy S
'_E'EEHRT_R

Eal [
Afiﬂﬂm

RIS T

(BIERR)

BREP/NEFERIT

Afiﬂim

Company name

TANG ENG IRON WORKS CO., LTD.

YEOU YIH STEEL CO., LTD.

INTERNATIONAL GAMES SYSTEM CO.,LTD.

ADVANCED ANALOG TECHNOLOGY INC

HOLUX TECHNOLOGY INC.

VIVOTEK INC.

WALTON ADVANCED ENGINEERING, INC.

HI SHARP ELECTRONICS CO., LTD.

CONTREL TECHNOLOGY CO., LTD

ALPHA MICROELECTRONICS CORP.

JIIN MING INDUSTRY CO.,LTD

HSIN YUNG CHIEN CO.,LTD.

GLOBALSAT TECHNOLOGY CORPORATION

LI CHENG ENTERPRISE CO.,LTD.

FORCECON TECHNOLOGY CO., LTD.

SAINFOIN TECHNOLOGY CORP.
(SUPERVISED STOCK)

CHUNG SHING TEXTILE CO.LTD
(SUPERVISED STOCK)

CIS TECHNOLOGY INC.
(SUPERVISED STOCK)

PACCO TECH. CO.,, LTD.
(SUPERVISED STOCK)

UNITED CERAMICS CO., LTD.
(SUPERVISED STOCK)

TAITUNG BUSINESS BANK
(SUPERVISED STOCK)

HE2EH

Date of listing
2006/07/07
2006/07/10
2006/07/12
2006/07/19
2006/07/19
2006/07/25
2006/08/23
2006/09/04
2006/09/25
2006/09/25
2006/09/25
2006/09/28
2006/10/19
2006/11/10

2006/12/18

2006/05/10

2006/06/26

2006/06/26

2006/06/26

2006/08/08

2006/12/19

TIZENRE




FHEE F i A R] 48k Transfer to TSE Listing

R?ZEE% N=IRY Company name Da{jte:mi‘EllilsH‘:cqing
6155 PHEES KING CORE ELECTRONICS INC. 2006/08/18
6120 TS FORHOUSE CORPORATION 2006/09/13
8105 EBERIE GIANTPLUS TECHNOLOGY CO., LTD. 2006/12/27
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Internal Control Statement

GreTai Securities Market
Internal Control Statement

March 23,2007

The GTSM states the following with regard to its internal control system during the period from January |, 2006 to
December 31,2006 based on the results of self-evaluation:

I.The GTSM is fully aware that the establishment, implementation, and maintenance of the internal control system
is the responsibility of the board of directors and management. The GTSM has established such a system with
the objective to provide reasonable assurance for attainment of operating effect and efficiency (including profits,
performance, and safeguard of asset security), reliability of financial reports, and regulatory compliance.

2.An internal control system has its inherent limitations. No matter how perfect the system is in design, an effective
internal control system can only provide reasonable assurance for the attainment of the three goals described
above. However the GTSM internal control system is equipped with the function of self-monitoring, that the GTSM
will take immediate action once a deficiency is identified.

3. The GTSM determines if the design and implementation of its internal control system are effective based on the
criteria provided in the Guidelines for Establishment of Internal Control Systems by Securities and Futures Related
Organizations (referred to as the Guidelines hereunder) promulgated by the Securities & Futures Commission,
Ministry of Finance. Said criteria divides internal control into five elements based on the process of management
control: |. Control Environment, 2. Risk Evaluation, 3. Control Operation, 4. Information and Communication, and 5.
Supervision. Each element contains several items. Please refer to the Guidelines.

4. The GTSM has evaluated the validity of the design and implementation of its internal control system based on the
aforesaid criteria.

5. Based on the results of aforementioned evaluation, it is found that the internal control system of the GTSM for the
above-mentioned period was effective in design and implementation, that it reasonably assures the attainment of
aforesaid goals, including operating effect and efficiency, reliability of financial reports, and regulatory compliance.

6. This Statement shall become a major part of the annual report of the GTSM and be made public. Any false
representation or concealment in this Statement shall be subjected to legal consequences as stipulated in Articles
20,32, 171 and 174 of the Securities & Exchange Law.

7.This statement has been passed by the board of directors in the meeting held on March 23, 2007, where none of

the fourteen attending directors voiced any dissenting view to the content of this statement.

Gre Tai Securities Market
DW—%/Z/ Ll{/ Chairman
%I/‘” Cd:ﬁ M President
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BE&Et 344,395,659 11 300,763,284 11
HitaE
BE{E2E R 154,005,222 5 143,792,242 6
BARESE 7,788,780 1 8,433,514 A
HibaBs65t 161,794,002 6 152,225,756 6
8Es55t 506,189,661 17 452,989,040 17
ET RBIEIG
E =
BNIEE 345,450,000 11 345,450,000 13
BEEE 5,000,000 S 5,000,000 1
TEEREAE T 1,799,050,000 59 1,476,550,000 56
HEE58t 2,149,500,000 70 1,827,000,000 70
RIGIEES 396,990,691 13 351,122,195 13
HEERRBBEAEET 2,5646,490,691 83 2,178,122,195 83
BEBET R RIEEEAIES 3,052,680,352 100 2,631,111,235 100

Financial Statements



B4 #3B #IR & FINANCIAL STATEMENTS

GreTai Securities Market
BALANCE SHEETS
DECEMBER 31,2006 AND 2005

2006 2005
ASSETS Amount % Amount %
CURRENT ASSETS:
S REsRh $2,630434642 86 $2217.969299 84
886,939 - 2,031,829 -
Notes receivable $2,630,434,642 86 $2,217,969,299 84
Accounts receivable, net of allowance for
doubtful accounts $200,000 IRE3B TN R i g2 812399 4
Prepaid expenses and other current 12,468,094 3 12,450,195 )
assets
Total current assets 2,752,147,732 90 2,325,270,632 88
FUNDS
Special securities settlement fund 128,840,856 4 120,181,665 4
Default damages fund 122,281,832 4 122,132,453 5
Total funds 251,122,688 8 242,314,118
PROPERTIES
Cost
Leased asset improvements 47,473,163 47,473,163 2
Business equipment 58,782,568 47,210,562 2
Office equipment 5,303,136 - 5,303,136 -
Miscellaneous equipment 5,197,708 - 5218,108 -
Total cost 116,756,575 4 105,204,969 4
Accumulated depreciation 78,533,248 3 64,231,637 2
Net properties 38,223,327 | 40,973,332 2
OTHER ASSETS
Deferred charges, net 2,476,126 - 13,092,674
Refundable deposits 8,710,479 | 9,460,479 -
Total other assets I'1,186,605 | 22,553,153
TOTAL $3,052,680,352 100 $2,631,111,235 100
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(In New Taiwan Dollars)

2006 2005
LIABILITIES’ AND FUNDS AND 5 o
ACCUMULATED SURPLUS Amount = Aotk %
CURRENT LIABILITIES:
Accounts payables $48,510,812 | $35,648,854 I
Accrued expenses 122,442,487 4 122,495,192 5
Income tax payable 114,410,423 4 93,322,994 3
Other current liabilities 59,031,937 2 49,296,244 2
Total current liabilities 344,395,659 Il 300,763,284 I
OTHER LIABILITIES
Default damages reserve 154,005,222 5 143,792,242 6
Guarantee deposit received 7,788,780 | 8,433,514 -
Total other liabilities 161,794,002 6 152,225,756 6
Total liabilities 506,189,661 |7 452,989,040 17
FUNDS AND ACCUMULATED SURPLUS
Funds
Initial fund 345,450,000 I 345,450,000 I3
Donated fund 5,000,000 - 5,000,000 I
Surplus transferred to fund 1,799,050,000 59 1,476,550,000 56
Total funds 2,149,500,000 70 1,827,000,000 70
Accumulated surplus 396,990,691 13 351,122,195 I3
Total funds and accumulated surplus 2,546,490,69 | 83 2,178,122,195 83
TOTAL $3,052,680,352 100 $2,631,111,235 100
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MEEAPERBEEFBESEEPL
WSZ R BIGHERRIR
REN+RAFERNATOFEF—B—BE+"B=1t—8

E81] : ST

AR R REEE R TR T i R
*

£ 2B % 28 %
YEZEIRN
EFBRIBUIN 914,091,790 62 667,773,325 54
BEBIAN 263,540,272 18 260,819,913 21
=G TAN 171,496,700 12 172,699,600 14
BFEAIAN 85,451,440 6 88,822,300 7
BEIAN 17,280,000 1 20,335,000 2
BIREEIIN 8,650,000 1 10,550,000 1
= ftB 8,374,073 . 8,542,201 1
EZEINEET 1,468,884,275 100 1,229,542,339 100
EESZD
ASBEAR 380,768,051 26 371,692,897 30
BHERRE 182,820,128 12 121,808,709 10
BERIRFE 157,286,050 11 98,320,922 8
LBAREE 45,703,773 3 33,387,138 3
HEER 39,477,055 3 36,800,138 3
FBEEM 10,212,980 1 5,516,351 .
Hith 234,758,081 16 233,942,458 19
EESZHEET 1,051,026,118 72 901,468,613 73
YEZEFRIZE 417,858,157 28 328,073,726 27
PEZEINBN
AP\ 41,427,058 3 23,282,479 2
FEZWA 24,391,302 2 43,039,130 3
2 fk 191,979 - 7,958,551 1
66,010,339 5 74,280,160 6
FRBRSER $483,868,496 33 $402,353,886 33
FTiSiRER 115,500,000 8 74,480,000 6
B8R 368,368,496 25 327,873,386 27
FHRIERSEER 351,122,195 328,248,309
EEREANESE (322,500,000) (305,000,000)
FERRIESER $396,990,691 $351,122,195
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GreTai Securities Market

Statements of Incomes and Disbursements
for the Years Ended December 31,2005 and 2004

REVENUES
Operating income
Income of annual fee
Information equipment income
Information usage income
Examination income
Online business income
Other income

Total revenues

EXPENSES
Personnel expense
Data processing fee
Securities settlement service fee
Rent
Investors’ protection fee
Indemnity
Other expense

Total expenses
OPERATING PROFIT

NON-OPERATING REVENUES
Financial income
Compensation income
Other

SURPLUS BEFORE INCOME TAX

INCOMETAX

URPLUS AFTER INCOMETAX

ACCUMULATED SURPLUS, BEGINNING OF THEYEAR

SURPLUS TRANSFERRED TO FUND

ACCUMULATED SURPLUS, END OF THE YEAR

(In New Taiwan Dollars)

2006 2005
Amount % Amount %
914,091,790 62 $ 667,773,325 54
263,540,272 18 260819913 21
171,496,700 12 172,699,600 14
85,451,440 6 88,822,300 7
17,280,000 | 20,335,000 2
8,650,000 | 10,550,000 |
8,374,073 - 8,542,201 |
1,468,884,275 100 1,229,542,339 100
380,768,051 26 371,692,897 30
182,820,128 12 121,808,709 10
157,286,050 Il 98,320,922
45,703,773 3 33,387,138
39,477,055 3 36,800,138 3
10,212,980 | 5516351 -
234,758,081 16 233,942,458 19
1,051,026,118 72 901,468,613 73
417,858,157 28 328,073,726 27
41,427,058 3 23,282,479 2
24,391,302 ) 43,039,130
191,979 - 7,958,551 |
66,010,339 5 74,280,160 6
$483,868,496 33 $402,353,886 38
115,500,000 8 74,480,000 6
368,368,496 25 327,873,886 27
351,122,195 328,248,309
(322,500,000) (305,000,000)
396,990,691 $ 351,122,195
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