Corporate Governance Best-Practice Principles for Futures Commission Merchants
	Chapter I: General Principles

	Article 1 
	In order to assist futures commission merchants in establishing a sound corporate governance system and to promote the sound development of the futures market, these Principles are adopted by the Chinese National Futures Association in consultation with the Taiwan Futures Exchange Corporation.
Taiwan branch offices of foreign futures commission merchants are exempt from the application of Chapter I through Chapter IV of these Principles.
Futures commission merchants concurrently operated by other enterprises are exempt from the application of these Principles.
Futures Commission Merchants are advised to consult relevant provisions of these Principles in formulating their own corporate governance best-practice principles. 

	Article 2 
	In addition to abiding by relevant acts and regulations, a futures commission merchant shall adhere to the following principles in establishing a corporate governance system: 
1. Protecting shareholders' rights and interests. 
2. Strengthening the functions of the board of directors. 
3. Fulfilling the functions of supervisors. 
4. Respecting the rights and interests of futures traders and interested parties. 
5. Raising the level of information transparency. 

	Article 3 
	A futures commission merchant shall establish and effectively implement a comprehensive internal control system in accordance with the Regulations Governing the Establishment of Internal Control Systems by Service Enterprises in Securities and Futures Markets and in consideration of its overall operating activities and those of any subsidiaries. In addition to faithfully performing internal inspections, the board of directors and managerial staff shall critique the results of each department's internal inspection and the audit department's audit report no less than once a year. Supervisors shall likewise pay attention to and oversee such inspection matters. 
Managerial staff at futures commission merchants shall recognize the importance of the internal audit department and personnel, vesting them with sufficient authority and seeing that they faithfully inspect and assess any deficiencies in the internal control system and measure operating efficiency, to ensure the sustained effective operation of the system, and also shall assist the board of directors and the managerial staff to faithfully perform their responsibilities, to bring about the sound implementation of the corporate governance system. 

	Chapter II: Protecting Shareholders' Rights and Interests

	Section 1: Encouraging Shareholders to Participate in Corporate Governance

	Article 4 
	In corporate governance, a futures commission merchant shall be chiefly concerned with protecting the rights and interests of shareholders, and shall treat all shareholders fairly. 
A futures commission merchant shall establish a system of corporate governance that ensures shareholders' rights such as being fully informed, participating in, and making decisions over important matters of the company. 

	Article 5 
	A futures commission merchant shall convene shareholders' meetings in accordance with the provisions of the Company Act and related acts and regulations, and formulate comprehensive rules of procedure (which shall include 1. meeting notices; 2. preparation of attendance rosters and related documents; 3. establishing principles which will assure meetings are convened at appropriate times and venues; 4. choosing the chairman and participants; 5. archiving of the audio or video recording of the meeting; 6. procedures for convening, deliberation, statements from shareholders, voting, and examination and tabulation of ballots; 7. matters relating to minutes of the meetings and their signing; 8. announcement of shareholders' meetings in the case of publicly-issued futures commission merchants; 9. measures for recusal of shareholders who are affiliated persons; 10. principles regarding authorizations from the shareholders' meeting; and 11. maintaining order at the meeting site). The rules of procedure shall be 
strictly implemented for matters requiring a resolution of the shareholders' meeting.
Resolutions adopted by a shareholders' meeting of a futures commission merchant shall conform with acts and regulations and the company's articles of incorporation. 

	Article 6 
	The futures commission merchant's board of directors shall properly arrange the agendas and procedures for shareholders' meetings. Shareholders shall be granted a reasonable amount of time for deliberation of each agenda item and afforded an appropriate opportunity for making statements. 
For shareholders' meetings convened by the board of directors, attendance in person by a majority of directors is advisable. 

	Article 7 
	A futures commission merchant shall encourage active shareholder participation in corporate governance and cause shareholders' meetings to be convened in a lawful, effective, and safe manner. A futures commission merchant shall seek all ways and means, including full exploitation of technologies for information disclosure, to enhance the attendance rate of shareholders at shareholders' meetings and to ensure that shareholders may duly exercise their shareholder's rights at shareholders' meetings in accordance with law. 

	Article 8 
	A futures commission merchant shall keep minutes of shareholders' meetings in accordance with the Company Act and related acts and regulations. For proposals passed without shareholder objection, the minutes shall read, "The proposal passed without objection after the Chairman sought the opinions of all shareholders in attendance." Where there is dissent on a proposal and the matter is put to a vote, the minutes shall record the method by which the vote was taken and the results. For selection of directors and supervisors, the minutes shall record the taking of a vote and the number of share votes cast for the directors and supervisors. 
The minutes of the shareholders' meeting shall be properly and perpetually kept by the company during its existence; where the company has a website, full disclosure of minutes on the website is advisable. 

	Article 9 
	The chairman of the shareholders' meeting shall be fully familiar with the rules of procedure adopted by the company. The chairman shall ensure the proper progress of the meetings pursuant to the agenda, and shall not adjourn meetings at will. 
In order to protect the rights and interests of the majority of shareholders, should the chairman adjourn the meeting in violation of procedural rules, other members of the board of directors are advised to promptly assist attending shareholders in electing a new chairman in accordance with statutory procedures, by a resolution to be adopted by a majority of the votes represented by the shareholders attending the meeting, and continue the meeting. 

	Article 10 
	A futures commission merchant shall respect the shareholders' right to know, and faithfully comply with applicable rules relating to public disclosure of information on finances, operations, insider shareholding, and corporate governance. 

	Article 11 
	Shareholders shall be entitled to share in corporate earnings. For the protection of shareholders' investment rights and interests, the shareholders' meeting may examine the statements produced by the board of directors and the supervisors' audit reports in accordance with the provisions of Article 184 of the Company Act, and to resolve on distribution of earnings or compensation for budget deficit. 
The shareholders' meeting may select inspectors to carry out the inspections referred to in the preceding paragraph.
Shareholders may apply to the court for appointment of an inspector to inspect the business, accounts and property of the company in accordance with Article 245 of the Company Act.
The board of directors, supervisors, and managers of the futures commission merchant shall cooperate fully and shall not refuse, obstruct, or evade such inspections. 

	Article 12 
	A futures commission merchant entering into a major financial transaction, such as acquisition or disposal of assets, trading of financial derivatives, lending of funds, or provision of endorsements or guarantees, shall do so in accordance with the provisions of applicable acts and regulations, adopt related operating procedures, and report the same to the shareholders' meeting, so as to protect the rights and interests of shareholders. 

	Article 13 
	In order to protect the rights and interests of shareholders, it is advisable for a futures commission merchant tohave staff that will be exclusively responsible for handling shareholder suggestions, questions, or disputes. 
When a resolution of a shareholders' meeting or board of directors meeting violates an act or regulation or the articles of incorporation, or where a director, supervisor, or manager violates an act or regulation or the articles of incorporation in the course of his or her work, resulting in injury to rights and interests of shareholders, the futures commission merchant shall handle in an objective and proper manner any litigation duly instituted by a shareholder. 

	Section 2: Corporate Governance Relationships Between the Company and Its Affiliated Enterpris

	Article 14 
	A futures commission merchant shall clearly define the allocation of rights and responsibilities for management of personnel, assets, and finances with its affiliated enterprises, and conduct risk assessments and establish appropriate firewalls. 

	Article 15 
	Except where otherwise provided by act or regulation, a manager of a futures commission merchant shall not concurrently serve as a manager of an affiliated enterprise thereof. 
A director taking any action on behalf of himself or another person that falls within the scope of the company's business shall explain to the shareholders' meeting the material terms of the act and secure its approval. 

	Article 16 
	A futures commission merchant shall establish sound financial, operational, and account management systems in accordance with applicable acts and regulations; it shall further carry out combined risk assessments with its affiliated enterprises in regard to its major correspondent banks, clients, and suppliers and institute necessary control mechanisms for mitigation of credit risk. 

	Article 17 
	A futures commission merchant entering into a business transaction with any affiliated enterprise thereof shall adopt written standards based on the principle of reasonableness and fair dealing to govern the financial and operational relationships entailed therein. Any contractual agreements shall include clear stipulation of the terms and conditions governing prices and payment methods and shall preclude any transactional irregularities. 
Transactions or contractual agreements between a futures commission merchant, its related persons, and their shareholders shall also be carried out in accordance with the provisions of the preceding paragraph, with all forms of illicit transfer of profit or interests strictly prohibited. 

	Article 18 
	Any juristic person shareholder with a controlling interest in a futures commission merchant shall abide by the following provisions: 
1. It shall bear the obligation of acting in good faith toward other shareholders, and shall not directly or indirectly cause irregularities in the company's business or other management directed toward gaining unlawful benefits. 
2. Its representatives shall abide by the relevant provisions adopted by the futures commission merchant with regard to the exercise of their rights and their participation in resolutions; they shall exercise their voting rights at shareholders' meetings based on the principles of good faith and greatest benefit to all shareholders, and fulfil their fiduciary duty and duty of care when acting as directors or supervisors.
3. It shall abide by applicable acts and regulations and the articles of incorporation in nominating directors and supervisors for the company, and shall not exceed the scope of powers and functions granted by the shareholders' meeting or the board of directors.
4. It shall not improperly intervene in corporate decisions or obstruct corporate management activities. 
5. It shall not restrict or impede management of the company through unfair competition. 

	Article 19 
	A futures commission merchant shall retain in its possession at all times a roster of major shareholders who own a relatively high percentage of shares and who have an actual control over the company, and of the ultimate controllers of those major shareholders.
A futures commission merchants shall make regular disclosures of any pledges, increases, or decreases in the company shares held by directors or other material matters on the part of directors with the potential to cause changes in ownership of shares, so that other shareholders can exercise supervision. 

	Chapter III: Enhancing the Functions of the Board of Directors

	Section 1: Structure of the Board of Directors

	Article 20 
	A futures commission merchant's board of directors shall be responsible to the shareholders' meetings. Procedures and arrangements under its system of corporate governance shall be directed to ensuring that the board of directors carries out its functions in compliance with acts and regulations, the articles of incorporation, and the resolutions of the shareholders' meetings.
In structuring its board of directors, a futures commission merchant shall determine the appropriate number of directors with reference to the scale of corporate development and operations and the shareholdings of the major shareholders, while taking into account practical operational needs. In appointing independent directors, it shall give careful consideration to the reasonable professional composition of the board and the objective requirements for the independent exercise of their duties.
Board members shall have the knowledge, skill, and experience necessary to perform their duties. To realize the ideal of corporate governance, the board of directors as a whole shall possess the following abilities: 
1. ability to make judgments about operations
2. ability to perform accounting and financial analysis 
3. business management ability
4. crisis management ability
5. knowledge of industry 
6. knowledge of international markets 
7. leadership ability 
8. ability to make policy decisions. 

	Article 21 
	In order to achieve the goals of corporate governance, the major duties of a futures commission merchant's board of directors are as follows:
1. adoption of an effective and appropriate internal control system 
2. selection and supervision of managers
3. review of the company's management policies and operating plans
4. review of the company's financial goals
5. supervising results of the company's operations
6. supervising and handling risks faced by the company
7. ensuring corporate compliance with applicable acts and regulations 
8. planning the company's future development 
9. creating and maintaining a corporate image and fulfilling social responsibilities 
10. appointing professionals such as CPAs or attorneys
11. Safeguarding the rights and interests of futures traders 

	Article 22 
	The articles of incorporation of a futures commission merchant shall incorporate fair, just, and open procedures for the selection of directors, in accordance with the Company Act. Where independent directors are appointed pursuant to a resolution of the shareholders' meeting, standards for recognition of their qualifications shall conform with Article 25, paragraph 1 herein. 

	Article 23 
	Before convening a shareholders' meeting for re-election of directors, a futures commission merchant is advised to undertake a prior review of the qualifications of candidates recommended by shareholders or directors, their educational and professional backgrounds, and whether any of the circumstances set out in Article 4 of the Rules Governing the Establishment Standards of Futures Commission Merchants exist, and disclose the results of such review to the shareholders in order to assure selection of a suitable candidate. 

	Article 24 
	Clear distinctions shall be drawn between the duties and responsibilities of the chairman of the board and the general manager of a futures commission merchant. 
It is not advisable that the positions of chairman of the board and general manager be held by the same person. If the two positions are held by the same person or by two persons in a spousal relationship or by persons within the first degree of kinship, it is advisable to increase the number of independent directors. 

	Section 2: The Independent Director System

	Article 25 
	Where a futures commission merchant has independent directors, they shall be selected by a vote of the shareholders' meeting after an objective assessment by the board of directors. Independent directors shall be natural persons of good moral character with professional knowledge in the area of derivatives to whom none of the circumstances below applied within the past one year: 
1. Having been an employee of the futures commission merchant or a director, supervisor, or employee of one of its affiliated enterprises.
2. Having been a natural person shareholder having direct or indirect holdings of one percent or more of the total issued shares of the futures commission merchant or among the top ten in shareholdings. 
3. Having been either the spouse or a lineal kin within the second degree of kinship of the persons listed in the preceding two subparagraphs. 
4. Having been a director, supervisor, or employee of a juristic person shareholder having direct or indirect holdings of five percent or more of the total issued shares of the futures commission merchant or among the top five in shareholdings. 
5. Having been a director, supervisor, manager, or shareholder holding five percent or more of the shares of a company or institution having a financial or operational relationship with the futures commission merchant. 
6. Having been an owner, partner, director, supervisor, or manager of a sole proprietorship, partnership, company, organization, or association that provides financial, business, legal or other consulting services to the futures commission merchant or one of its affiliates, or a professional providing such services, or the spouse of any of the above.
Where a futures commission merchant has managing directors, not less than one of the managing directors shall be an independent director. The board of directors shall ensure that the number of independent directors during their term reaches the number specified by the shareholders' meeting. Where the number is insufficient, they shall arrange for selection of additional independent directors at an appropriate time. 

	Article 26 
	A futures commission merchant shall expressly define the scope of duties of independent directors and empower them with manpower and material support related to the exercise of their power. The company or other board members shall not restrict or obstruct the performance of duties by the independent directors.
A futures commission merchant shall expressly prescribe the compensation of the directors in its articles of incorporation or pursuant to a resolution of the shareholders' meeting. A reasonable level of compensation different from that of other directors may be prescribed for independent directors. 

	Section 3: The Risk Management and Audit Committee and Selection of CPAs and Attorneys

	Article 27 
	For the purpose of developing monitoring functions and strengthening management mechanisms, the board of directors of a futures commission merchant, in consideration of the size of the board and the number of the independent directors, may set up committees with various functions to be prescribed in the articles of incorporation.
The functional committees shall be responsible to the board of directors and submit their proposals to the board for approval. 
The functional committees shall adopt regulations governing the exercise of their powers and duties to be approved by the board of directors. The regulations governing the exercise of their power shall include at least the scope of their powers and duties, the means by which they exercise their powers (the status of the organization, the qualifications of the members, the resources they use, and procedures to be followed), and an annual re-review and assessment of the necessity of revising the regulations governing the exercise of their powers. 

	Article 28 
	It is advisable for a futures commission merchant to give priority to establishing risk management and audit committees, with primary responsibilities as follows:
1. examining the company's accounting system, financial condition, and financial reporting procedures; 
2. reviewing procedures for major financial and business activities, including acquisition or disposal of assets, trading in derivatives, lending funds to others, or providing endorsements or guarantees to others; 
3. communicating with the company's attesting CPAs; 
4. evaluating the company's internal auditors and their performance; 
5. evaluating the company's internal controls;
6. assessing, inspecting, and monitoring the company's existing or potential risks of all kinds;　
7. evaluating legal compliance by the company;　 
8. reviewing transactions as set out in Article 33 of these Principles requiring directors to abstain from voting due to conflicts of interest, particularly for material related-party transactions, re-investment, acquisition or disposal of assets, derivatives transactions, lending of funds, endorsements or provision of guarantees, and establishing investment companies for the purpose of making investment; 
9. assessing the qualifications of CPAs and nominating qualified candidates;　 
10. adopting policies for the protection of futures traders and evaluating their implementation; 
11. proposing compensation for directors, supervisors, and managers, and adjustments thereto; 
12. providing suggestions with regard to applications for recusal of directors; 
13. adopting risk management policies and standards for evaluating risk; 
14. appraising the qualifications and performance of the general manager and other managers and providing suggestions with regard to appointment or dismissal;
15. providing suggestions and a review report on the company's management policies and operating plan. 
Where a futures commission merchant has independent directors, the risk management and audit committee shall include an independent director, who shall be the convener. Inviting independent supervisors to attend meetings by is advised. 
At least one of the independent directors as referred to in the preceding subparagraph shall have a professional background in derivatives, accounting, or finance. 

	Article 29 
	A futures commission merchant shall select a professional, responsible, and independent CPA who shall perform regular audits of the company's financial condition and internal control measures. When the auditor makes timely discovery of any irregularities or deficiencies during the course of the review and provides concrete measures for their improvement or for prevention, the company shall review the matter and effect improvement.　 
A futures commission merchant shall regularly (at least once annually) evaluate the independence of the CPA engaged by the company. In the event that the company engages the same CPA without change for five years consecutively, or if the CPA is subject to disciplinary action or other circumstances prejudicial to independence, the company shall review the necessity of replacing the auditor and submit to the board the conclusion of such review. 

	Article 30 
	A futures commission merchant is advised to engage professional and competent legal counsel to provide adequate legal consultation services to the company, or to assist the board of directors, supervisors, and management in improving their understanding of the law, in order to prevent any infraction of acts or regulations by the company or its staff and to ensure that corporate governance will operate subject to the relevant legal framework and procedures. 
In the event that directors, supervisors, or management are involved in litigation as a result of performing their duties under the law or disputes with shareholders, the company shall retain legal counsel to provide assistance as required by circumstances. 

	Section 4: Rules for the Proceedings of Board Meetings and Decision-Making Procedures

	Article 31 
	The holding of board meetings no less than once per quarter is advised in view of operational needs; board meetings may be convened at any time in the event of an emergency. 
A futures commission merchant shall adopt rules of procedure for board meetings to enhance the operational efficiency and decision-making capability of the board, and report the same to the shareholders' meeting. Those rules shall include 1. notice of meetings; 2. preparation of attendance rosters and related documents; 3. establishing principles for meeting times and venues; 4. choosing the chairman and participants; 5. archiving of the audio or video recordings of meetings; 6. procedures for convening, deliberation, statements from directors, voting, and examination and tabulation of ballots; 7. any formulas for calculation of voting rights inconsistent with these Principles; 8. matters relating to minutes of the meetings and their signing; 9. measures for recusal of directors due to conflicts of interest; 10. principles regarding authorizations from the board of directors. 

	Article 32 
	A futures commission merchant shall plan and devise agendas in advance for regularly held board meetings, notify all directors and supervisors prior to the prescribed deadlines, and provide sufficient meeting materials.　 
In the event that two or more directors consider meeting materials insufficient for a given item on the agenda, and with the concurrence of one or more independent director, application may be made with the board of directors requesting that deliberation on that item be postponed, and the board shall comply accordingly. 

	Article 33 
	A director shall exercise a high degree of self-discipline and voluntarily abstain from voting, for himself or herself or as a proxy for another director, on a proposal submitted to the board that may involve the director's own interest to the detriment of the company's interest. The directors shall practice self-discipline among themselves and shall not provide inappropriate forms of mutual aid. 
Matters requiring a director to voluntarily abstain from voting shall be clearly set forth in the rules of procedure for board meetings. A futures commission merchant shall also adopt procedural rules under which shareholders, directors, supervisors, and interested parties may apply for the recusal of directors with regard to specific proposals; those rules shall include applicants' qualifications, particulars of the application, the review process, and the time limit and the method for giving a response. Whether the subject of the application shall recuse him or herself shall be decided by a resolution of the board; prior to such resolution the subject shall not participate or act as proxy for another in voting on the proposal. 

	Article 34 
	When a futures commission merchant convenes a board meeting, relevant materials shall be prepared for ready reference by the participating directors.
When the board deliberates on the internal control system, proposals for acquisition or disposal of assets, derivatives transactions, lending of funds, provision of endorsement or guarantees and other material financial or operational transactions, sufficient consideration shall be given to the opinions of the risk management and audit committee and the independent directors. Favorable or opposing views on the proposal and the reasons therefor shall be recorded in the minutes. 
During board meetings, managers from relevant departments who are not directors shall attend, report on the company's current operational status and respond to inquiries from the directors, in order to assist the directors in understanding the company's condition and make appropriate resolutions. 

	Article 35 
	Secretarial personnel for a futures commission merchant's boards of directors shall keep a full and accurate minutes of board of directors meetings, a summary of deliberation on all proposals, and the method of resolution and the results of voting in accordance with applicable regulations.　 
The meeting minutes shall be signed by the presiding chairman and the secretary of the meeting. The minutes shall include a full record of directors' attendance, and shall be placed in permanent safekeeping for the life of the company.
Where a resolution of the board of directors violates laws or regulations, the articles of incorporation, or shareholders' meeting resolutions, with resulting injury to the company, dissenting directors whose dissent is documented by the minutes or by written declarations will not be liable for damages. 

	Article 36 
	A futures commission merchant shall set forth in its articles of incorporation the scope of powers delegated to the board of managing directors or the chairman when the board of directors is in recess. The delegation shall address specific matters, and shall not take the form of a general authorization; when material interests of the company are involved, a resolution of the board of directors shall be required. 

	Article 37 
	A futures commission merchants shall entrust the appropriate corporate departments and personnel to handle matters pursuant to board of directors' resolutions, requiring that their execution be consistent with the planned schedule and objectives, and shall follow up on these matters and faithfully evaluate their implementation.
The board of directors shall adequately direct the implementation of these matters and make reports at subsequent meetings to ensure realization of the board's management decisions. 

	Section 5: Fiduciary Duty, Duty of Care, and Responsibility of Directors

	Article 38 
	Members of the board of directors shall conduct corporate affairs faithfully and act with the care of a good administrator, exercising their powers with a high degree of prudence and self-discipline. They shall faithfully adhere to the resolutions of the board in conducting corporate affairs, except for those matters reserved for resolutions of shareholders' meetings by law or the articles of incorporation. 
Board resolutions involving corporate management and development or the direction of major policies shall be considered with great care, and shall not be allowed to influence the promotion or implementation of corporate governance. 
Independent directors shall perform their duties in accordance with the requirements of relevant acts, regulations, and the company's articles of incorporation, in order to protect the rights and interests of the company and shareholders. 

	Article 39 
	If a resolution of the board of directors violates an act, regulation, or the company's articles of incorporation, at the request of an independent director or of shareholders who have held shares continuously for a year, or upon notification from a supervisor to discontinue the implementation of the resolution, members of the board shall promptly take appropriate measures or discontinue the implementation of such a resolution.
Discovery by any member of the board of directors of a likelihood of material injury to the company shall be handled pursuant to the provisions of the preceding paragraph, and shall be immediately reported to the supervisors. 

	Article 40 
	The total aggregate shareholding ratio of the board of directors of a futures commission merchant shall comply with relevant acts and regulations, and restrictions on share transfers, the creation or release of pledges, or changes in share ownership shall be carried out in accordance with regulations, with full disclosure of relevant information. 

	Article 41 
	Pursuant to its articles of incorporation or a resolution of the shareholders' meeting, a futures commission merchant may take out liability insurance for directors during their terms with respect to the liability they bear under the law for damages in relation to the scope of duties they perform, in order to reduce and spread the risk of material injury to the company or shareholders arising from any illegal conduct on their part. 

	Article 42 
	Members of the board of directors are advised, upon becoming directors or during their term of office, to participate in training courses on the subjects of finance, operations, business, accounting, or law that include topics related to corporate governance. They shall also ensure that company employees at all levels enhance their professional and legal knowledge. 

	Chapter IV: Fulfilling the Functions of Supervisors

	Section 1: The Functions of Supervisors

	Article 43 
	The articles of incorporation of a futures commission merchant shall prescribe a fair, impartial, and open procedure for the selection of supervisors in accordance with the Company Act.　 
The total aggregate shareholding ratio of the supervisors of a futures commission merchant shall comply with relevant acts and regulations, and restrictions on share transfers, creation or releases of pledges, or changes in share ownership shall be carried out in accordance with regulations, with full disclosure of relevant information. 

	Article 44 
	In prescribing the number of supervisors in its articles of incorporation, a futures commission merchant shall evaluate the appropriate number on an overall basis. Those serving as supervisors shall have ample professional knowledge and work experience, shall possess an honest, practical, and impartial attitude, and shall evaluate whether or not they will have sufficient time and energy to devote to the role of supervisor.
Prior to convening a shareholders' meeting to undertake re-selection of supervisors, a futures commission merchant is advised to undertake a prior review of the qualifications of candidates recommended by shareholders or directors, their educational and professional backgrounds, and whether any of the circumstances set out in Article 4 of the Rules Governing the Establishment Standards of Futures Commission Merchants exist, and disclose the results of such review to the shareholders in order to assure selection of a suitable candidate. 

	Article 45 
	A supervisor shall be familiar with applicable provisions of law, shall understand the rights, duties, and obligations of directors of the company, the separation of functions among the various departments and the content of their operations. A supervisor shall regularly attend meetings of the board of directors to supervise their operation and to state their opinions, when appropriate, in order to discover or control the occurrence of any irregularity.　 

	Article 46 
	In order to lower the possibility of financial crisis and to manage risk, supervisors shall monitor the implementation of the company's operations and the directors' and managers' performance of their duties, and shall give due attention to the implementation of the internal control system.
When a director, for himself or herself or on behalf of another, conducts any legal act with the company, a supervisor shall act as the company's representative. To enhance supervision, when the company has independent supervisors, it is advisable that the independent supervisor act as the company's representative. 

	Article 47 
	A supervisor may investigate the operational and financial condition of the company from time to time, and the relevant departments in the company shall cooperate in providing the account books or documents required for auditing.
When reviewing the finances or operations of the company, a supervisor may retain attorneys or accountants on behalf of the company to perform the review; the company, however, shall inform the relevant persons of their confidentiality obligations. 
The board of directors and managers shall submit reports in accordance with supervisors' requests and shall not for any reason obstruct, circumvent, or refuse inspections performed by supervisors. 
A futures commission merchant shall provide any necessary assistance to supervisors as they require in the performance of their duties and shall bear all reasonable costs connected therewith. 

	Article 48 
	In order to allow directors to make timely discovery of possible abuses, a futures commission merchants shall establish channels of communication between employees, shareholders, interested parties, and supervisors.　 
Upon discovering any abuse, a supervisor shall immediately take appropriate measures in order to curb the spread of any abuse, and when necessary, shall also file a report with the relevant competent authority or agency.　 
Given the resignation or replacement of an independent director, general manager, or chief officer of the financial, accounting, research and development, or internal auditing departments at a futures commission merchant, the supervisors shall thoroughly apprise themselves of the reasons therefor.　 
The supervisor shall be liable for damages in the event that neglect of his or her duties results in injury to the company. 

	Article 49 
	Based on the overall interests of the company and shareholders, any supervisor of a futures commission merchant, in exercising their individual supervisory powers, may exchange opinions by means of meetings, but may not thereby impede the exercise of independent supervisory powers by any other individual supervisor.. 

	Article 50 
	Pursuant to a resolution of the shareholders' meeting or its articles of incorporation, a futures commission merchant may take out liability insurance for supervisors during their terms with respect to the liability they bear under the law for damages in relation to the scope of duties they perform, in order to reduce and spread the risk of material injury to the company or shareholders arising from any illegal conduct on their part. 

	Article 51 
	Supervisors shall exercise a high degree of self-discipline and voluntarily recuse themselves with respect to any proposal submitted to the board that may involve the supervisor's own interest to the detriment of the company's interest. 

	Article 52 
	Supervisors, upon assuming their positions or during their term of office, are advised to participate in training courses on the subjects of finance, operations, business, accounting, or law that include topics related to corporate governance. 

	Section 2: The Independent Supervisor System

	Article 53 
	Where independent supervisors are established at a futures commission merchant pursuant to a resolution of the shareholders' meeting, they shall be selected by a vote of the shareholders' meeting after an objective assessment by the board of directors; the provisions of Article 25, paragraph 1 shall be applied with respect to standards for recognition of their qualifications. 
ROC residence is advised for independent supervisors in order that they may exercise their supervisory functions in a timely manner. 
The board of directors shall ensure that the number of independent supervisors during the supervisors' term reaches the number specified by the shareholders' meeting. Where the number is insufficient, they shall arrange for selection of additional independent directors at an appropriate time. 

	Article 54 
	A futures commission merchant shall expressly prescribe the compensation of the supervisors in its articles of incorporation or pursuant to a resolution of the shareholders' meeting. A reasonable level of compensation different from that of other supervisors may be prescribed for independent supervisors.
A futures commission merchant shall recognize the importance of independent supervisors and ensure full exercise of their powers, in order to strengthen the company's risk management and financial and operational controls. 

	Chapter V: Respecting the Rights and Interests of Futures Traders and Interested Parties

	Article 55 
	A futures commission merchant shall maintain open channels of communication with its correspondent banks, other creditors, employees, futures traders, and persons whose interests are connected with companies with which it does business, and shall respect and safeguard their legal rights. 
When an interested party's legal rights suffer injury, the company shall handle the matter in good faith and in an appropriate manner. 

	Article 56 
	A futures commission merchant shall provide sufficient information to correspondent banks and other creditors to facilitate their judgment and decision making process with respect to the company's operational and financial condition. Should any of their legal rights or interests be infringed, the company shall respond in a positive manner, giving creditors appropriate channels through which to obtain compensation. 

	Article 57 
	In addition to respecting and safeguarding the legal rights and interests of futures traders, a futures commission merchant shall act according to the principles of good faith and credit in conducting business, and handle trading disputes in an appropriate manner. 

	Article 58 
	A futures commission merchant shall establish channels for communication with employees, encouraging them to communicate directly with management, directors, and supervisors so as to reflect employees' opinions about the management of the company and its financial condition or any policies with a material impact on employee welfare. 

	Article 59 
	While maintaining normal business development and maximizing the shareholders' interest, a futures commission merchant shall attend to issues such as the rights and interests of futures traders and the trading order in the futures market, and shall also have a serious regard for the social responsibility of the company. 

	Chapter VI: Enhancing Information Transparency

	Article 60 
	A futures commission merchant shall carry out disclosure obligations faithfully in accordance with applicable acts and regulations. 

	Article 61 
	A futures commission merchant shall establish a public web reporting system, appoint personnel exclusively responsible for gathering and disclosing information, and establish a spokesperson system to ensure the proper and timely disclosure of information about policies potentially affecting shareholders and interested persons. 

	Article 62 
	In order to enhance the accuracy and timeliness of the information disclosed, a futures commission merchant shall appoint a spokesperson and acting spokesperson who understand thoroughly the company's financial and operating condition, or who are capable of coordinating with the various departments to gather relevant information, and who are able to independently represent the company in issuing statements. 
A futures commission merchant shall appoint one or more acting spokespersons, each of whom are capable of independently representing the company in making statements when the spokesperson cannot perform his or her duties, provided that their order of authority as deputy shall be made clear to avoid any confusion.　 
In order to implement the spokesperson system, a futures commission merchant shall unify the process of making public statements and require management and employees to maintain the confidentiality of financial and operational secrets and prohibit them from disclosing such information at will. 

	Article 63 
	Futures commission merchants are advised to take advantage of the convenience of the Internet and set up web sites for posting information relevant to the company's finances, operations, and corporate governance for the benefit of shareholders and interested parties, and are advised to provide English versions of information relating to corporate governance matters.　 
Special personnel shall be responsible for maintaining the website referred to in the preceding paragraph, and the information provided thereon shall be updated in a detailed, accurate, and prompt manner, to avoid the possibility of misleading information. 

	Article 64 
	Futures commission merchants shall disclose the following information regarding corporate governance for the given fiscal year pursuant to relevant rules or the bylaws of the futures exchange or futures industry associations: 
1. the framework and rules for corporate governance;　 
2. the company's ownership structure and shareholders' equity; 
3. the structure and the independence of the board of directors; 
4. the responsibilities of the board of directors and managerial personnel; 
5. the composition, duties and independence of the supervisors; 
6. the ongoing training being received by directors and supervisors; 
7. the rights of and relationships between interested persons; 
8. details of the management of public disclosures required by acts and regulations; 
9. any discrepancies between corporate governance as effectively executed and the requirements of these Principles, and the reasons therefor; and 
10. other information regarding corporate governance.
A futures commission merchant is advised to disclose concrete plans and measure for improvement of corporate governance in view of the actual condition of corporate governance implementation. 

	Chapter VII: Supplementary Provisions

	Article 65 
	A futures commission merchant shall at all times monitor domestic and international developments in corporate governance, as a basis for review and improvement of their own corporate governance mechanisms and enhancing their effectiveness.


