Fourth Study Commission: Answers to the

Questionnaire for the 2005 Meeting

Republic of China, TAIWAN

WHAT ARE THE CONSEQUENCES OF PRIVATIZATION OF
PUBLIC COMPANIES AND, OR PUBLIC FUNCTIONS
REGARDING THE PARTIES RIGHTS IN LABOUR RELATIONS?Y

WHAT ARE THE CONSEQUENCES OF THE CHANGE OF LEGAL
STRUCTURES OF A PRIVATE ENTERPRISE REGARDING THE
PARTIES RIGHTS IN LABOUR RELATIONS?

1. Are public entities in your Country, or public functions within
them, facing a phenomenon of privatizations? Is it possible to
quantify it? Did the legislator in your country provide for any kind of

legal restriction?

Taiwan is a free economy with some planning elementeveloping its
economy. Accordingly, government-owned enterpr{(§&SEs) played an
important role in Taiwan’s industrialisation bothettly and in terms of
encouraging the growth of the private sector. Té@nemic contribution
of the GOEs was especially important before thed$98

In the face of global trend of liberalization, mtization of public
enterprise was promulgated Since 1989 .In mid-X09®Beveral
consensus were reached by major political partiesha ‘National
Development Conference” held in 1996, including :(1) 42 chosen GOEs
should be privatized in 5 years. (2) Privatizatshrould be promoted in
broader scale. (3) State holdings of the privatiZB@Es in the
competitive industries should be entirely releageds years. Up to
October 2002, 27 GOEs have been privatized, yiglttimal proceeds of
US$ 13 billion, including 8 enterprises in bankimglustry, 2 in steel &



Machinery, 3 in transportation, 1 in constructidrin petrochemicals and
5 in Trust & Insurance Industry. Till 2005, moreath 38 public
enterprises have been privatized, most by way$afesselling or assets
selling. (The definition of privatization of GOE)A state-owned
enterprise with less than half (50%) of the equityres being held by
government has transformed itself into a privatelyred enterprise.
(2)The parliament has the monitoring power onlyGDESs in accordance
with the provisions of the Budget Law).

2. Has your country a specific set of rules concerning change in

legal structures of public or private companies?

Yes, ‘Statute for Privatization of Government-ownEdterprises’, and
‘Enforcement Rules of Statute for Privatization ®bvernment-owned
Enterprises’ set basic legal framework for privatian of GOEs. Besides,
‘Labor Standards Act’, ‘Merger and Acquisition LgM&A Law), ‘The
Protective Act for Mass Redundancy of Employeesd’ d.abor Pension
Act’ are also relevant regulations.

3. In the affirmative, please describe the conditions for the
application of such rules and their consequences in the

relationships between the employer and the workers.

Most employees serving in GOEs are also civil seijaand this is not
allowed after privatization of GOEs .After privaton of GOEs, the
employment between employer and workers would ligestito Labor
Standards Act, which in most cases is of harm ® tights of the
employees who also hold civil servant position.id\t 8 of ‘Statute for

Privatization of Government-owned Enterprises’ ¢&sic rules for this

issue:

(1)In principle, the employments are by law automdcmansferred to
the new company/employer: Upon the date when
government-owned enterprise is privatized, the eyg®#s who are
willing to be transferred shall be so transferrpthvided, however,

a



that if it is otherwise agreed upon by the new antil
companies/employers upon the time of restructuongransferring
the enterprise, such agreement shall prevail. Ts®vex mentioned
‘restructuring’ or “transferring” refers to “Formah of a
private-owned enterprise by joint venture with ptav individuals by
way of contribution in kind’, or ‘Merger of compi@s with the
surviving enterprise being a private-owned entsgriln such cases,
article 16 of ‘M&A Law’ and article 20 of ‘Labor &hdards Act’ shall
come into play, the old company/employer and thew ne
company/employer are able to negotiate and detidetrainsfer of
employees.

(2) Severance Pay and seven-month additional salarthéme who are
not transferred: Upon the date when a governmemiedventerprise is
privatized, the employees who are not willing to tbensferred, or
who are not transferred because of the provisohef fireceding
paragraph, shall clear the procedures of severdbeeerance pay
shall be paid to such employees and shall be ed&mllin accordance
with the criteria for payment of pensions as stped in the Labor
Standards Act, without being subject to the restms of age and
seniority of service. An additional six-month sglat the salary rates
applicable to them at the time of the privatizatiand an additional
one-month wage in lieu of the one-month advancéceoshall be
paid.

(3) Hesitation clause: For the employees retained ipleyment after the
privatization of a government-owned enterprise,dhginal employer
of the enterprise may, on the date of their transfettle the account of
their benefits with respect to their respectiveiagies of service
based on the payment criteria set forth in thequmg paragraph, but
the six-month salary and the wage in lieu of the-oonth advance
notice shall not be paid. Where any of such rethiemployees are
laid off within five (5) years from the date of tipeivatization of the
government-owned enterprise, the said employed(@) be paid a
severance pay to be calculated based on the gal@applicable to
him/her at the time of the transfer to the privatened enterprise or at
the time of his/her lay-off, whichever is more bicial to the
employee, plus a six-month salary based on themmpls salary rate
at the time of the transfer to the private-owecdemrise and the wage
in lieu of the one-month advance notice.



(4)Compensation for rights affected: For the employeks are laid off
and who meet the retirement conditions, it shall dalitionally
handled according to the retirement regulations. the employees
who clear the procedures of severance, or aredgjdshould they
suffer any loss of pension payable to them underdiil servant
Insurance program or the old-age payment undefath@ insurance
program, their losses of such benefits shall bepsorsated. For the
employees who are transferred to and retained pyivate-owned
enterprise privatized from a government-owned @nisz, if they
incur any loss with respect to their insuranceqekariginally covered
under the civil servant insurance program as dtresswitching their
insurance enrollment to the labor insurance progrdmay shall be
compensated by analogy. Any reduction or loss bkrmwtights or
interests which are originally available shall als® compensated by
government, primarily funded by the funds obtaitgdgovernment
from privatizing government-owned enterprises.

Precise in detail the obligations to be met by the employer
before or at the moment when a change in the legal structure of

his company occurs

The obligations of the GOEs’ employer include:

(1)Advance notice according to article 16 of Labom8trds Act.

(2)Conduct employees' job transfer training, secomnéeratraining
or employment assistance before it is privatized

(3)Severance Pay and the additional one month salatiger
Compensation for existing rights affected and thgliteonal
six-month salary shall be the burden of Governmenmarily
funded by the funds obtained by government fronvatizing
GOEs.



- Which are the legal mechanisms that assure in your country the
maintenance of workers' rights, especially those granted by
collective agreements, face to the criteria of maximum

profitability pursued with such type of structural changes?

Except in case of ‘restructuring ’'or ‘transferringall rights and
obligations are transferred automatically to thev m@mpany/employer,
including collective agreements legally reachedtliy labor union and
the old employer. But there is no legal limitatidor the new
company/employer to renegotiate with the Labor nnio modify the
collective agreements. In case of ‘restructuring’ ‘transferring’,

collective agreements reached could lose its foese] there is no
regulation obligating the new employer to negotiatitn the labor union
before the occurrence of ‘restructuring’ or ‘tragrsing’.

- Which are the consequences that must be faced by a worker

who refuses to work for the "new employer"?

As mentioned above, the worker who refuses to desferred is entitled
to claim severance pay calculated in accordanch tie criteria for
payment of pensions stipulated in Labor Standards @nd additional
seven-month salary. In case the workers suffer laeges of pension
payable under civil servant insurance program lboransurance program,
the government shall compensate their losses of Isencefit.

- Did your country restrain the personnel's right to use collective

actions against a structural change?

No, collective actions are allowed. There were stvikes held by Union
of Chun-hwa telecom and Taiwan Business Bank labelih GOEs in the
process of privatization.



