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:
Amending and renaming the "Regulations Governing Credit Card Business" as the "Regulations Governing Institutions Engaging in Credit Card Business".  

Enclosed herewith are the amended [and renamed] "Regulations Governing Institutions Engaging in Credit Card Business".
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ATTACHMENT TO
MOF LETTER, DATED
OCTOBER 7, 2003
REGULATIONS GOVERNING
INSTITUTIONS ENGAGING IN CREDIT CARD BUSINESS
("Regulations")
Promulgated by the Ministry of Finance ("MOF")

As last amended on October 7, 2003

CHAPTER ONE.
GENERAL PROVISIONS
ARTICLE I.
These Regulations are enacted in accordance with Article 47-1 of the Banking Law.

ARTICLE II.
The terms referred to in the Regulations are defined as below:

A. "Credit Card" shall mean a card which is used by a card holder to obtain in advance, by virtue of the card issuing institution's credit, money, goods, services or other benefits from certain special arranged third parties, and repay the relevant indebtedness thereafter or in accordance with other arrangements.

B. "Credit Card Business" shall consist of the following businesses:

1. issuing credit cards and handling matters related thereto;

2. matters relating to revolving credit and cash advances using credit cards; 

3. creating contractual relationships with merchants and handling matters related thereto;

4. paying or collecting bills through credit cards on behalf of merchants;

5. matters relating to the authorization of the use of trademarks or emblems on credit cards;

6. providing services in connection with the authorization or settlement of credit card transaction.

7. other businesses so designated by the Ministry of Finance ("MOF").

C. "Card Issuing Business" shall mean each of the businesses listed in Items 1 and 2, above [under the definition of Credit Card Business].

D. "Acquisition Business" shall mean each of the businesses listed in Items 2, 3 and 4, above [under the definition of Credit Card Business].

E. "Credit Card Company" shall mean any institution incorporated as a company limited by shares which has been approved by the MOF to engage in a Credit Card Business as its core/specialized business.

F. "Foreign Credit Card Company" shall mean a Taiwan branch of any foreign company incorporated in accordance with foreign laws which has been approved by the government of the Republic of China to engage in a Credit Card Business as its core/specialized business within the Republic of China under the Company Law and these Regulations.

G. "Credit Card Business Institution" shall mean each of the following institutions:

1. Credit Card Companies;

2. Foreign Credit Card Companies;

3. Banks, credit co-operatives or other institutions which have been approved by the MOF to engage in a Credit Card Business as an incidental business; and

4. Other institutions approved by the MOF to engage in a Credit Card Business.

H. "Specialized Credit Card Business Institution" shall mean an institution referred to in Items 1, 2 or 4 [under the definition of Credit Card Institution].

I. "Electronic Document" shall mean the electronic documents referred to in Article 2, Paragraph 1, Item 1, of the Electronic Signature Law.

CHAPTER TWO.
ESTABLISHMENT AND CHANGES
ARTICLE III.
The minimum paid-in capital, contribution and earnings thereon, or designated [credit card business] operating funds of a Specialized Credit Card Business Institution for handling Card Issuing Business or Card Acquisition Business shall be NT$200,000,000.  Such requirement may be adjusted by the MOF in accordance with social and economic conditions, and practical needs.  

The above minimum paid-in capital shall be subscribed in full by the promoters at the time of incorporation.

ARTICLE IV.
Two copies of the following information/documents shall be submitted by the promoters to the MOF in order to apply for MOF approval to establish a Credit Card Company:

1. an application;

2. the roster of the promoters and related evidentiary documents;

3. the promoters' meeting minutes;

4. an explanation of the source of the promoters' funds;

5. a business plan describing the scope of business, principles and direction of business operations and actual implementation methods, market prospects and risk/benefit analysis;

6. personal information of the responsible persons such as the proposed general manager and deputy general manager;
7. the Articles of Incorporation of the Credit Card Company;
8. internal Credit Card Business guidelines and business procedures;

9. agreements among relevant parties to such Credit Card Business regarding their rights and obligations; and

10. other documents as required by the MOF.
ARTICLE V.

Two copies of the following information/documents shall be provided to the MOF to apply for MOF approval to establish [a Taiwan branch of] a Foreign Credit Card Company:

1. an application;

2. a certified copy of the resolution adopted by the board of directors or an equivalent certified document approving the establishment of a branch in the Republic of China;

3. a business plan of the branch describing the scope of business, principles and direction of business operation and actual implementation methods, market prospects and risk/benefit analysis;

4. personal resume of the branch manager proposed to be assigned to such branch and relevant evidentiary documents;

5. internal Credit Card Business guidelines and procedures;

6. agreements among relevant parties of such branch's Credit Card Business regarding their respective rights and obligations;

7. a certified copy of the articles of incorporation;

8. a certificate of the qualification of the responsible person and a certified copy of the approval issued by the competent authority having jurisdiction over such branch's head office;

9. if the application is submitted by an attorney or accountant, a power of attorney issued by the responsible person of such Foreign Credit Card Company [to such attorney/accountant]; and

10. other documents as required by the MOF.

The certification of the relevant documents referred to in the preceding paragraph shall be made by a notary public in the place of such Foreign Credit Card Company's principal office.

ARTICLE VI.

The following information/documents shall be provided to the MOF to apply for MOF approval for a bank, credit co-operative or other institution to engage in a Credit Card Business as an incidental business:

1. an application;

2. photocopy of business license;

3. articles of incorporation or equivalent documents;

4. a business plan describing the scope of business, principles and direction of business operation and actual implementation methods, market prospects and risk/benefit analysis;

5. minutes of a board of directors meeting;

6. internal Credit Card Business guidelines and business procedures;

7. agreements among relevant parties to such Credit Card Business regarding their rights and obligations; and

8. other documents as required by the MOF.
After being approved by the MOF, [the approved business] shall be recorded on the applicant's business license.

ARTICLE VII.

[Internal]Credit Card Business guidelines shall contain the following:

1. the organization structure and department functions;

2. the allocation, management and training of personnel;

3. the internal control system (including management of business operations and accounting system);

4. internal audit system;

5. principles and strategies for business operation;

6. procedures for handling consumer disputes;

7. operations manual and allocation of duties and authorities; and

8. other matters as required by the MOF.

ARTICLE VIII.
If the application submitted by the Credit Card Business Institution for establishment or for engaging in the Credit Card Business as an incidental business has any one of the following situations, the MOF may reject such application:

1. any matter related to the application documents is false;

2. the applicant fails to complete relevant corrective actions required by the MOF within the period specified by the MOF;

3. in the MOF's opinion, the applicant would be unable to soundly and efficiently operate the business; or

4. any other nonconformity with these Regulations exists.

ARTICLE IX.
Within six (6) months after obtaining MOF approval for establishment, a Credit Card Company or a Foreign Credit Card Company shall complete the registration of incorporation [or branch establishment] and submit the following documents to the MOF to apply for issuance of the [credit card] business license:

A. Documents to be submitted by a Credit Card Company are:

1. application for business license;

2. documents evidencing registration of incorporation;

3. accountant's audit report certifying that the [minimum] capital has been paid in full;

4. articles of incorporation;

5. roster of shareholders;

6. roster of the directors and minutes of the meeting of the board of directors (the roster of the managing directors and minutes of meeting of the board of managing directors shall also be submitted if managing directors are intended);

7. roster of supervisors and the minutes of the meeting of the supervisors; and

8. other documents as required by the MOF.

B. Documents to be submitted by a Foreign Credit Card Company are:

1. application for business license;

2. documents evidencing branch registration;
3. evidentiary documents proving that the designated [credit card business] operation fund to be used in the Republic of China has been remitted in; and

4. other documents as required by the MOF.
The time limit referred to in the preceding paragraph may be extended upon the Credit Card Business Institution's application submitted prior to the expiration of [such time limit] if justifiable reasons exist; provided, that such extension may not exceed six (6) months and only one extension is permitted. The MOF may revoke or repeal the approval of establishment if the application for extension is not approved.

ARTICLE X.
If, after the Credit Card Business Institution has obtained a license, it is found that any matter related to its application for such license is false, or the Credit Card Business Institution does not commence business operations within six (6) months after its incorporation, the MOF may revoke or repeal the approval of establishment and [credit card] business license to such Credit Card Business Institution and notify the Ministry of Economic Affairs ("MOEA") thereof.  However, the time limit for commencing business operations may be extended if justifiable reasons exist; provided, that such extension may not exceed six (6) months and only one extension is permitted.

ARTICLE XI.
If a Credit Card Business Institution wishes to amend its business license, such Credit Card Business Institution shall apply for MOF approval and for issuance of a new [credit card] business license.

A fee shall be charged for the issuance/replacement of a business license.  The formula determined by the MOF pursuant to Article 60 of the Banking Law shall apply mutatis mutandis to said registration fee.
ARTICLE XII.
If a Specialized Credit Card Business Institution wishes to establish an additional branch and obtain a business license for such branch, the Specialized Credit Card Business Institution shall apply for MOF approval by submitting an application and a business plan to the MOF.  Such Specialized Credit Card Business Institution shall also apply for MOF approval to relocate or close a branch.

ARTICLE XIII.
The MOF may restrict the establishment of new Credit Card Business Institutions based on social and economic conditions the Republic of China.

CHAPTER THREE.
BUSINESS
ARTICLE XIV.
The clearing of International Credit Cards issued and used in Taiwan shall be made in Taiwan in New Taiwan Dollars.  The clearing of International Credit Cards issued in Taiwan but used in foreign countries, or issued in foreign countries but used in Taiwan, shall be done in the relevant foreign currency.  Related foreign exchange transactions shall be handled only by a licensed foreign exchange bank in accordance with the relevant regulations of the Central Bank of China ("CBC"). 
ARTICLE XV.

To apply for MOF approval to engage in other Credit Card Businesses the following business plan shall be submitted to the MOF.  Such approval shall be deemed to have been given if, within thirty (30) days from the day following the MOF's receipt of such application, the MOF does not object thereto.

The above business plan shall contain the following information:

1. reasons for engaging such business;

2. agreements among relevant parties to such business regarding their respective rights and obligations;

3. internal Credit Card Business guidelines and business procedures; and

4. market prospects and risk/benefit analysis.

ARTICLE XVI.

To apply for MOF approval to terminate some or all Credit Card Businesses of a Credit Card Business Institution, the a plan therefor shall be submitted.

The above plan shall contain the following information:

1. reasons for changing or not being able to continue the Credit Card Business; and

2. a concrete explanation of the handling of existing customers' rights and obligations or alternative methods for providing services.

ARTICLE XVII.

Credit Card Business Institutions should comply with MOF and CBC requirements to periodically report information regarding credit card activities to the MOF, the CBC, and other institutions designated by the MOF.
The other institutions designated by the MOF under the preceding paragraph shall determine the scope of information to be reported by Credit Card Business Institutions and standards for filing and scope of reports and submit same to the MOF for record/checking.

In order to ensure accuracy, the information reported by Credit Card Business Institutions pursuant to the first paragraph [of this Article] shall not contain any false statement.

ARTICLE XVIII.
A Credit Card Business Institution which issues cards ("Card Issuing Institution") may not issue a credit card without a written application or Electronic Document application from the applicant; provided, that, if the applicant already holds a credit card(s) issued by such Credit Card Business Institution and meets any one of the following requirements, the above requirement shall not apply:

1. a new card is issued because the card holder lost his/her card, such card was stolen or such card is or may be a fraudulent card, or such card is no longer usable due to being damaged, the magnetic information having been removed, scratches or other reasons;

2. a new card is issued because, at the expiration of the validity term of the prior card, in cases where the card holder has not terminated the contract;

3. a contract with a merchant for a co-branded card, affinity card or private label card has terminated and a new card is issued according to the provisions of the original contract entered into between the Credit Card Business Institution and the card holder; provided, that prior notice is sent to such card holder;

4. a new card is issued because a spin-off, merger or other credit card asset transfer occurred to the original Card Issuing Institution; provided, that prior notice has been sent to such card holder;

5. a new card is issued because the Card Issuing Institution has upgraded from magnetic cards to IC cards or adjusted the function of the IC card; provided, that a prior notice has been sent to such card holder; and

6. other cases as specified by the MOF.

A card holder shall be deemed to have given his/her agreement if such card holder does not express an objection to the notices referred to in the preceding paragraph, items 3 through 5.

ARTICLE XIX
When receiving a written application, a Card Issuing Institution shall notify the applicant in writing or by Electronic Documents of the following matters: 

1. annual fees and various handling fees which the credit card holder is required to pay, calculation methods regarding revolving credit interest rate and revolving credit interest, and costs/fees which are likely to be borne by a card holder (the revolving credit interest rate should be expressed as an annualized rate, and the calculation method of the revolving credit interest should be expressly stated in clear and easy-to-read language using examples);

2. the procedure for handling lost, stolen, or destroyed credit cards;

3. the relevant rights and obligations arising out of unauthorized third party use of a credit card; 

4. the procedures in the event of a discrepancy regarding a credit card transaction amount;  

5. rights/benefits of, or services provided to, card holders; and

6. other matters determined by the MOF to require notification.

The notification as referred to in the preceding paragraph, shall be made in clear and easy-to-read language, and the important terms contained therein which will effect card holders' interests should be high-lighted.

The contents of a notification given under the preceding paragraph shall be binding on the Card Issuing Institution.  Any increase of the annual fees and/or handling fees charged to card holders, an increase of the interest rate, a change of methods for calculating interest, an increase of expenses/costs card holders possibly would bear or any change of the matters in the preceding paragraph, Items 2 through 5, shall be done by giving at least sixty (60) days prior written or Electronic Document notice as agreed with the card holder in advance.  A card holder may terminate the relevant contract with the Card Issuing Institution if he/she does not agree to such amendment, change or modification.

ARTICLE XX.
If a card holder notifies the relevant Card Issuing Institution to terminate the credit card agreement within seven (7) days after his/her receipt of the credit card approved/issued by such institution, the Card Issuing Institution may not charge or claim any fee from such card holder unless such card holder has already used the credit card.

ARTICLE XXI.
A Card Issuing Institution must periodically deliver to each credit card holder a statement of credit card transaction amounts in writing or through Electronic Documents as agreed with the card holder in advance.

The written statement referred to in the preceding paragraph should fully disclose the transaction date, area and country, item, amount, type of currency, date from which interest accrues, New Taiwan Dollar equivalent of foreign currency amount, etc., in connection with the transactions paid by credit card, and set out the calculation method regarding various costs/fees borne by the card holder.

ARTICLE XXIII.
An institution may not advertise or promote credit cards before such institution is approved by the MOF to engage in Credit Card Business.

ARTICLE XXIV.

An institution engaging in an Acquisition Business entering into contracts with a merchant shall conduct an actual credit investigation of such merchant and strengthen such merchant's education, training, auditing and administration.

ARTICLE XXV.
Any Credit Card Business Institution that outsources Credit Card Business shall comply with MOF's [Outsourcing Guidelines].

Credit Card Business Institutions shall conduct a periodical auditing/checking on the internal control mechanism of the service provider handling the outsourced business referred to in the preceding paragraph. 

CHAPTER FOUR.
ADMINISTRATION

ARTICLE XXVI.
Banks, credit co-operatives and other institutions engaging in a Credit Card Business shall maintain independent accounting records for such business.

The accounting principles for the Credit Card Business shall be prepared by the Credit Card Business Committee of the R.O.C. Bankers' Association ("BA Credit Card Committee") and submitted to the MOF for approval.

ARTICLE XXVII.
Card Issuing Institutions shall establish bad debt reserves for, and write off, overdue debts as follows:

1. If the payment of the relevant minimum is delayed for one (1) to three (3) months from the specified payment deadline, the bad debt reserve shall be 2% of total outstandings; for a delay of three (3) to six (6) months, the bad debt reserve shall be 50% of the total outstandings and for a delay of more than six (6) months, the bad debt reserve shall be 100% of outstandings.

2. If the payment of the relevant minimum is delayed by more than six (6) months from the specified payment deadline, all outstandings shall be written off and listed as bad debt within three (3) months.

3. The writing off of overdue debts shall be handled in compliance with the limits authorized by the board of directors and approved by an authorized person(s) and a report thereof shall be submitted to the board of directors for record/checking; provided, that a Foreign Credit Card Company may handle such write offs according to the procedures authorized by its headquarters.

ARTICLE XXVIII.
Credit Card Business Institutions shall establish internal control and audit systems.  The Enforcement Rules therefor shall be promulgated by the MOF.

ARTICLE XXIX.
A Specialized Credit Card Business Institution shall submit the following information/documents to the MOF for record/checking within four (4) months after the end of each fiscal year:

1. a business report;

2. a balance sheet and the profit and loss statement; and

3. other information a specified by the MOF.

In addition to the above information/documents, a Specialized Credit Card Business Institution shall also submit financial statement audited by accountants to the MOF.

ARTICLE XXX.
If any one of the following occurs, a Specialized Credit Card Business Institution handling Card Issuing Business or Acquisition Business shall immediately submit its financial report/statement and written reasons for incurring a loss to the MOF:

1. its accumulated loss exceeds one third (1/3) of its paid-in capital, or contribution and the earning thereon; or

2. its net worth falls below two thirds (2/3) of the designated [credit card business] operating funds.

If a Credit Card Business Institution is in any one of the above situations, the MOF may require such institution to make up the deficit the, contribution and earnings thereon or the designated [credit card business] operating funds within a specified period or limit such institution's business operation.  If such Credit Card Business Institution fails to make up the deficient amount within the specified period, the MOF may order such Credit Card Business Institution to cease business.

ARTICLE XXXI.
A Credit Card Business Institution shall join the BA Credit Card Committee.

The Bakers' Association's rules/guidelines for handling Credit Card Business and meeting rules shall be reported to the MOF for approval.

ARTICLE XXXII.
The BA Credit Card Committee shall handle the following matters to assist members to maintain sound operations and to preserve the reputation of institutions in the same line of business:

1. assist the MOF to promote and study policies and rules related to Credit Card Business;

2. promulgate and periodically review and examine common business guidelines or self-disciplinary rules and report such guidelines/rules to the MOF for record/checking;

3. exercise necessary supervision of the business conduct of members or mediate disputes; and

4. handle other matters as designated by the MOF.


Credit Card Business Institutions shall comply with the business rules/guidelines and self-disciplinary rules referred to in the preceding paragraph, Item 2.

CHAPTER FIVE.
CONSUMER PROTECTION

ARTICLE XXXIII.

A Card Issuing Institution shall promulgate procedural rules to handle complaints relating to credit cards and publicly announce the hotline(s_ for handling such complaints in order to protect credit card holders' interests.

ARTICLE XXXIV.
A card issuing institution shall disclose information relating to credit cards as follows:

1. The revolving credit interest rates shall be posted in the Card Issuing Institution's business place;

2. Information relating to the revolving credit interest rates, annual fees, calculation methods for various fees and debts arising from transactions, procedures for handling lost or stolen cards, card holders' rights/benefits or services provided shall be published in periodicals or on the Internet; and
3. Other matters as required by the MOF or CBC.

ARTICLE XXXV.
In handling collections, whether internally or by outsourcing, Card Issuing Institutions shall not engage in any activity which is against the public interest or injurious to the public as its major purpose and shall exercise its rights using the principles of honesty and good faith. 

ARTICLE XXXVI.

The standards used for protecting consumers' rights and interests in the contents of standard contracts shall not be lower than those provided in the standard model credit card contract publish by the MOF.

ARTICLE XXXVII.
Unless otherwise provided by other laws or MOF's rules, Credit Card Business Institutions and merchants shall retain in confidence all information of credit card holders or applicants applying for credit cards which comes into their possession in the course of processing an application for, or the use of, credit cards by card holders.

The provisions of the proceeding paragraph shall also apply to information which has come into the possession of a Credit Card Business Institution or a merchant due to an official or contractual relationship.

ARTICLE XXXVIII.
Violations of these Regulations shall be punished in accordance with the relevant provisions of the Banking Law.

ARTICLE XXXIX.
A Credit Card Business Institution which [as of the date of this Amendment] is not in compliance with Articles XXVI or XXVII hereof shall make adjustment within one (1) year from the date [the amendment of] these Regulations comes into force.

ARTICLE LX.
These Regulations shall come into force as of the date of promulgation.
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