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After a long drawn out fight, the Lin family lost| 2 ¥ % & » $hfr& 4 #41E

control

£ L TR R X B2 P109£10% 21p

* ACGA, & CLSA (2021). CG Watch 2020: Future Promise- Aligning governance and ESG
in Asia. ACGA. Retrieved from https://www.acga-asia.org/advocacy-detail.php?id=425 -
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Control of Taiwan’s iconic home appliance maker,
Tatung, was finally wrested from the founding Lin
family on 21 October 2020 at an extraordinary,
general meeting (EGM) where dissident candidates
took five director and two independent director seats,
against just one director and one independent
director seat won by Tatung-nominated candidates.

%Wiiﬂ?{gg NP LiEEATETIR
_BFE CIRABE P HRREESA - 4%
¥ 2R BE o AR HRRESR AL IANE

MOEA gave investors permission to hold an
EGM after Tatung abused the AGM

The meeting was only made possible after the
Ministry of Economic Affairs (MOEA) granted
institutional investors permission to hold an EGM.
This followed Tatung unceremoniously throwing
out the votes of 27 investors representing a combined
53% stake at its annual general meeting (AGM) on
30 June 2020. It did so on the dubious grounds that
some investors aimed to acquire Tatung and had not
been truthful in their government filings, or that they
represented capital from China.

US & & £1: Y
YA TRt g

PR TR G L B AT AT A
U SESARR e 2 % Y 109267 30p 2+
FPALRF g3z § P A FIRAES KT A LR
BREA R P AR o 0 7 A B0 F
B R TEITA PR LT S 4B
2P LA

PREY D BARAHFRT AR

Officials objected to Tatung’s tactics, but could

do little about them

Although senior officials from every branch of the| {

requlatory regime strongly objected to Tatung’s

actions, it quickly became apparent that they had

limited tools to address this appalling breach of]

protocol and shareholder rights. Their first response(**
was to change Tatung’s classification to ﬁl]l-dE"VGry

stock eliminating margin trading on the day after the
AGM. This is the third most severe form of Taiwan
Stock Exchange (TWSE) punishment after delisting
and suspension of trading. Exchange spokesperson,
Rebecca Chen, charged that Tatung had ‘ignored the
fact that it is not a judge nor a government agency’
and had no right to block shareholder votes.

3}'%]3— $ 2 ;{7 Eg;@ fi}i 131#,;\
%@igoﬂAwﬁﬂ&mmWfﬁ<
R A
v}rﬁé °

=

2

MOEA said it considered the June AGM illegal,
but lacked powers to remove board

The MOEA said it did not consider the June 2020
board election legal, but could not declare it invalid
because only a court had the power to do so. The
MOEA did reject the registration of the board
members, but Stephen Wu, a lawyer from Lee and

EARAF Y RE H6Y LK fiki 0 B RIER

AR T X AR5 10067 2 B ¥ 6 iE
RN Ry B A SRR S RS
TR Foee léﬁ RIS w0 (e IW R R Y
TR kBRIl AP FreltE £ TR
12 ﬁPOH*a»%Q?Aﬁiﬂﬁﬁﬁﬁi

9



J =

Li, pointed out that registration was not al

requirement for a board to exercise its rights. “To put|

it simply, there is nothing the government can do if
Tatung is determined to ignore all the government’s
instructions and public opinion. Tatung must obey
the court ruling, but the legal process will likely take
along time.’

ESC looks into revising SEA to qive it more
options in future

Thomas Huang. the chairman of the Financial|=

Supervisory Commission (FSC). conceded this point
on 9 July 2020. a scant seven weeks into his term as
the new head of the regulator. He said plainly, “We
understand that the public hopes that we can guickly
solve the situation, but the Securities and Exchange

Act (SEA) does not offer us enough tools to do that.’
After a week of review, the FSC found that what it

could do was report the Tatung chair to prosecutors
for breach of trust because the AGM had led to
impairment  losses, a first for malpractice in
shareholder services. Huang said the FSC would

look at ways to amend the SEA to give itself more
options in future,

SEEFRBITIS > ARTENL S 4%
FTE L EATR AT 6L X farr b

AT RHPENA B MR TP > e IER

FREI ERIE c SFHLEE £ F EBR

FANAY g ARERT > RERT LR
WAL E AR T TR Al &
FEMERAL PO F RAAT 0 £F g
B2 20 HA AR H P o

YT
FpE 2

The system sort of worked. eventually
At long last, on 12 August 2020, the MOEA

EEM B NE Rgis

3109£87 12p > AR B pL b A £ 2

approved an application from individual and
institutional shareholders to hold an EGM and new

board election, setting the stage for the long-awaited
21 October 2020 transfer of control. The system

worked - sort of - but not before exposing gaping

ABAY F L BN TR AT GET ¥

13 109#10% 218 = FedrdfE >t 3 ik
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holes in requlatory powvers.
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(1) Rule of law is a mantra that regulators sometimes
hide behind: Under normal circumstances when
faced with those twisting the rules, regulators
would typically say ‘Taiwan follows the rule of
law’, then leave it to the system to deal with
wrongdoers. The enforcement process could take
years if the courts got involved or legislative
changes occurred. In other words, the rule of law
mantra served as something of a shield for
regulators to hide behind to avoid difficult
decisions and assuming personal responsibility.
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(- )& & » & % 47 (The Word Bank) p 2003 & 4= & & 3
'# "5 R H 4 2 J(Doing Business) - 5 d it R
PR EREAA 0 T fRL SR S PR
FIRAS2Z R FRIERLTTLIAAL CFRF
#iﬁw%%ﬂowﬁﬁﬁurﬁﬁi | (Starting
a Business) ~ ' ¥ %= & 3¥ 7  (Dealing with
Construction Permits) ~ T 7 4 E’» # , (Getting
Electr|C|ty) " B4 A2 % iz | (Registering Property) ~" j&

7 % B 4 (Getting Credlt) PR E D Bk L
(Protecting Minority Investors) ~ " . ft 3% | (Paying
Taxes) T8 7 %, (Trading across Borders) ~ " #

¥ ¥ , (Enforcing Contracts) 2 " # 3% iﬁ—lﬂ-’. ]

(Resolvmg Insolvency):!; 1078 4p 150 30t — B 5 7AE
HEFEP 2 2L ARAE o

()M > 49420192107 ¥ R &7 % + (202057 %%
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8 3F 2 ) (Doing Business 2020) ’"‘Ta% » AR A >R
1901 2 & B 2 SAHMY > 5 | & (Ease of
Doing Business, EoDB)#t E;715 A ifp #2019 # %
BrTf20 HLARSFRASL 28 &
B iz > sk L (Protecting minority mvestors)
R L KFIEBE S F21: > MY R RS
?“3@%%”&&iﬁﬁiﬁﬁ“ﬁ’£%W£
WEMNOKE R RH AL RFREEF Eq K
(Extent of director Iiabillty index) ~ L7 % % dp ik
(Ease of shareholder suits index) % % & & 1145 #(Extent
of shareholder rights index)°#. 33 » 4o % 2 :

22 wRAF (20205F mEHRL) 2 TRES LK *%*i"r

FNER R Eord
. . % “1iFOECD= B K
L 7 13 AR
il " | oecD high income Best Regulatory
Performance
TR R 41 40-100) 260 662 _
Score of protecting minority investors (0-100) ' '
LR A e (0-10) .
Extent of disclosure index (0-10) 90 65 1013 i £740)
T ¥ 7 E4p8k (0-10) PO
Extent of director liability index (0-10) 50 53 106 EAH)
o d 3 % 4 ik (0-10) .
Ease of shareholder suits index (0-10) 70 3 100 )
3K #1133 (0-6) A
Extent of shareholder rights index (0-6) 40 47 619 )
5 B2 It ldp sk (0-7) PO
Extent of ownership and control index (0-7) 60 45 70 kA
=~ G dpde 0-7) B g
Extent of corporate transparency index (0-7) 70 o7 T3 k)

° Doing Business (2019). Doing Business 2020. The Word Bank. Retrieved from https://www.doingbu
siness.org/en/reports/global-reports/doing-business-2020

‘¥ % gl #;1 # (Extent of director liability index) % f3= b > ik L 2 37 P4~ 2 2 2 F KA
VERRIPIE S 3 if]*:i LR A FARE ML FERF S #ﬁ #c (Ease of shareholder suits index) i % &

B AT AR PSP HN LR P B M ERLE R N
51 ;9&5?; o %% i F# 1 4p # (Extent of shareholder rights index) o #ifl % % & i 9 % 8 = & A& K
Zof A e
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T KR ¢ (202057 kB2 ) (Doing Business 2020) - 4k % https://www.doingb
usiness.org/en/reports/global-reports/doing-business-2020 -

(Z)F A T2 @524 ¢ (ACGA)=E & & 44 TR

Fehn PG TR g ¢ FIF L R
R~ ERZ2 P H AR R OERTF F CG Watch
AR E 0 H ;J‘—:,:“;% FXPLHERY ﬁv'z‘#ﬁb °
2021 & 5" I m o @ IE’_ 5 € (ACGA)# # 2. (2020
3 PN I «%F%)) (CG Watch 2020: Future
Promise)» % 8" scfipgr & £ 752 (Government &
Public Governance) ~" & & #1£ , (Regulators) ~ "
Pier TR H  (CG Rules) ~ T 1+ 3 = @ | (Listed
Companies) ~" # 7 4 | (Investors) ~" % ;Lﬁ’ B E
¥ #1451 (Auditors & Audit Regulators) ~ " = 2 4 ¢
22 4548 (Civil Society & Media) # 7+ #£ & » % 3+119
B R R 4-32019# 3 2020 Hp FF1273 4 Y B (R
-,‘J-]-'\:*ﬂ\z_%;ﬁ\gfv)i\,ﬂ, \gj\\ﬁgﬂ\‘%‘j{
B I BER AT L A2 % B 7o a3
FHE . AR FAEE LR @ ST R
Ak~ AT 0 22018 F £ LpdR o LR EH - Lo
f) }ﬁ._& ﬁ’\ é' d:

(z )#R A »(2020& 3; ' = 2 ;572 4% 2 ) (CG Watch 2020:

Future Promise) = §* p# » A B 2 @ jn B F % & %

T AT B EEF T A3 P AME A
AN > ERAR T 2T ER P\ PV EFL
R I BRI 1 RN TP A Al
a4 fHF G A RPN
FERHERTT AL AR T RERFE

N

ﬂl& ‘n\t
o+

" ACGA, & CLSA (2021). CG Watch 2020: Future Promise- Aligning governance and ESG
in Asia. ACGA. Retrieved from https://www.acga-asia.org/advocacy-detail.php?id=425
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RIFLFF > F R Ao
1 ~ Government & public governance(#z & = £ in

2

JHm

(1) Taiwan needs a more fundamental

(2)

transformation in governance thinking:
While it is important to provide companies with
detailed guidance on achieving sound
governance systems, the danger is that most
translate this into yet more Dbox-ticking
disclosure without any deeper CG understanding.
What the CG Roadmap should seek to engender
in coming years is more meaningful disclosure
and a fundamental transformation in the way
corporate boards in Taiwan think about
governance and sustainability, in particular how
these two major challenges intersect, and then
extending this to change company culture. (& #

AisB ARG G 2RI NAPEL  HEL
#@i%i%ﬁ%}ﬁ%ﬁﬂ,@#W%iﬁ
Ex g S TIEEE ) PR E o A K
ReFENTEfRE S PSR Rk o o PSR ER
ARBERBERL] REARG > P4
R ELFEFPIETEAF LY PR
EAHA ARI(FE D F L) fui g
D L E o)

Taiwan’s devotion to  standardisation
produces only incremental results : ...such

incremental changes will not produce the
answers that Taiwan needs for today’s most

pressing challenges. Instead, the regulatory
25



approach  must shift to challenging
companies to differentiate themselves and
communicate their individual CG situations
clearly and honestly, instead of churn out
reams of nearly identical reports. The
Roadmap as it stands does not inspire
confidence that it can bring about such a
result. (& #5404 FE L > T A 4 Wi
b2 V- ﬁbféfﬁfigiu% }«Lr}grdf rﬁ'é—”&-,
I AR RAE A v R miﬁﬁ\\ o 4P
Fdoo 4 MR LSRR L AP
A

:I"i’_’ L%L*{\ ‘I’E‘W Fﬁji: ‘?_JE] _E/_?‘V‘/r,Iﬁl
;}%;sﬁ’ﬁéhn%é’_:’z{rﬁ'k—ﬁ:;’%dﬂﬁﬁn
2 oK Emm I 2P LRER, B

PaEE L 3 gtk o)

(3) CG reform needs to transform business
culture: The CG Roadmap could be more
creative and put more emphasis on
individual company governance culture and
transformation, instead of just offering
checklists. Government should also provide
regular status reports on the Roadmap, with
point-by-point updates. (= &
¥EFE e 2 E R
Begd o L 2L E B e & E e
Al oM EE TR BRI A - KK
BET 2702 ER ) RN L
DB R o)

2~CGrules(= & ip AR )M

(1) Disclosure rules often do not produce
26
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meaningful disclosure(® 3F % %_jL /L X &t F
A LERR):

(1) Narrative versus template box-ticking: One
way to evaluate whether a company has truly
embraced sound corporate governance is its
degree of transparency and the effort it puts
into helping outsiders understand its inner
workings, and this comes through in the
quality of the narrative in disclosures. It is
Important to note that by narrative we do not
mean more words! Indeed, more information
can often obfuscate a reader. Instead, we are
looking for meaningful descriptions and
explanations of governance  practices.
Ironically enough, regulators may be the
victims of their own success here because as
they have Ilaboured to implement CG
requirements, many companies have been able
to coast by and just fill out templates and tick
boxes instead of doing the deeper work
required to produce excellent communication.
There are a few places in the rules where this
POPS Up(#: ¥ et vs. ik ff b4 4 132 £ %
AFILtAwmig2adinE vERELEP
B oo MEEERT S0 agrwa BB fRE R

7

Toomips BEX g X ﬁé? i+ it B

-—_\

2R 1

(R IEHEI W - R ST 3 A R
?E.rifgét.?ﬁ';:J’—— v%ifgl*'t FX;TL,?J\_/?.I.F m i ;%
HAarB I 2 H P 0 ACGAH ¥ ¢ 3| A 13

BN N BEIAES G HF R
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(1) CG Reports and CG Code compliance
statements: Disclosure frequently consists
of little more than a tick indicating
compliance, with no discussion of how
something was achieved. Perhaps the
authority should reword requirements to
comply and explain and show. (I = @ ;512
L % I IR - AP o I P
ﬁ@%w-ﬁ%9§aa@iﬁf$%a
iﬁ%ﬁﬁﬁ’ﬁ%ﬁ%%@§$°ﬁi
LEBMEAEY 3 TR - B
Hye)

(2) Quarterly reports: Explanatory notes are
required, but only to IAS 34 Interim
Reporting standard. There is often no
deeper management discussion and
analysis. (X 3F @ &  T_Jp M ML
oo fe WJE %k BIAS 34 # ¢ pAardR E
T ye® o L A S E EEA{E-
HFE s AT )

(3) Annual reports: Disclosures often make
reference to macro developments, but
offer few specifics on how an industry
or a company is adjusting to them. (#
FoHBEPMFAALEZE AR D
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it 2 88 0 7 ERie® TR )

3 ~ Listed companies(t # = & )4 &

(1)

(2)

CG reports cover a range of topics, but
provide very little useful detail: CG reports
tend to be complete in that they include a
response to every item in the CG code, but
they are far from detailed and are often

downright coy. (= @ /o 4R 2 & F % 18 4
o3 e d S 0P naEap L d At
R v R TP s FY 5L

ol idwmeg » ¥ A2 T8 )
CG disclosures often lack substance. For
example, CG report responses often consist
of a game that is played like this(= & ;532
PREMFFFAMZELZRE o Fbla g 02
Pe ALY e B AT )

(1) Regulators require disclosure on a comply or

explain basis, such as: Does the company keep
track of the list of its major shareholders as
well as the ultimate owners of those shares?
The company responds, ‘Yes,” then under the
detailed explanation section parrots back the
rule, ‘The Company tracks the shareholdings
of directors, officers and shareholders’ holding
more than 10% of the Company’s outstanding
shares.” This is a real example from a
well-known large cap. Notice it says nothing
about uItimate owners. (L & # B R ¥ >

B P , N den P
@?4#51“?“’"43‘:% 2R N ]
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(2) Occasionally, the company embellishes
the response with more words copied from
the rules, or the dates they adopted a
procedure to produce a list, details about
the procedures for producing a list, or
proclamations on the importance of
maintaining a list. But no actual list or
link to such a list is given. (% & » = & ¢
&L F2RF B EHEE ZF E\li”:f,%
I FPUEUBFASIMNTHAGE > &
A e o xéﬁﬁ\’ﬁiﬁmﬁ
HFHEH2Z £ &M LI XEEF R
L R R EE TN
(3) The company gets credit for this response
although it tells the reader nothing about
who those major shareholders and
ultimate owners are, or where one can find
the most recent information. (& X %= > A
®E <L &f&};"ﬁpljiﬁ LA
Sl B AR G- IV MR SRR =R
s AP R a @R o)
(3) Lack of meaningful CG disclosure points to the
immaturity of the system: This is a ridiculous

and frustrating game of cat and mouse. But
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(4)

it does make two things clear. First, such
companies have missed the point of good
corporate governance. Second, the CG
system in Taiwan is still immature. (= & /5

aé‘&ﬂ%fﬁ’?jho]ﬁ@7

S RS EEEERE ERE L R
j%;ﬁ—%ﬁ}a}amﬁmiit’ﬂ SR 3% »
o TR A AR o)

Board committee disclosure also lacks
detail: Disclosure on the activities of board
committees is often not much Dbetter.
Taiwanese firms typically show only the
dates when committees met, who was there
and the broad topic of conversation, eg,
approved financial reports. But such
disclosure tells the reader nothing about the
real content of these meetings or how the
members addressed them. This raises doubts
as to whether the board and its committees
are fulfilling their oversight function. (¥ ¥
BAEPF "3 Lwd ! AR ZETFE
%%%a,ﬁﬁﬁ#ﬁéﬂjoi

Ly iﬁgF’“gﬂﬂP~“"ﬁ?
’ D F M EE 0 AP Sk
S SR = S 1
tg ¥ gr et L
?)
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(1)

(2)

...seen to work for the person nominating
them: The prevalence of a dual chair/CEO and
the lack of lead independent directors is also
apparent in Taiwan. None of the firms we
evaluated  designated their chair as
independent and it is common for the chair
and CEO to be the same person - the case in
329 of 944 TWSE-listed firms as of the end of
2019. None of the firms we looked at has a
lead independent director. (JH & AR 2 F#
rEmAar R AL ERGE SR FA

-
BE s REE PR L o ACGATI=R 2
tF HEaEEAEBH2TEFLEA P EF
EfeRFESEY S k- A (2108 K 0 2
FO44 7 F % 2@ ¢ > X320%) X FTL
FrYERRABE )

Regulators boost number of independent

directors, but that may not help:
Regulators aimed to address this,
somewhat, in January 2020 by boosting
requirements  for the number  of
independent directors. For listed firms
with more than NT$600m in paid-in
capital, if the chair and general manager
are the same person or are spouses or
first-degree relatives, the company must
appoint at least four independent directors
by 31 December 2023. But it is doubtful
that this will do much good. Although

these independent directors will be
32



required to meet a range of independence
criteria, the fact remains that they are

generally nominated by the
controlling/major shareholders they are
supposed to oversee. Independent

directors often demonstrate allegiance to
the parties that nominate them and are
even included in media tallies of who
controls a board. This is another example
of where the letter of the law has been
met, but the spirit is disregarded. (L ¢
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