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Abstract

Treasury stock means stock that have been issued as fully paid to stockholders
and subsequently reacquired by the company to be used by it in furtherance of its
corporate purposes, and stock which is merely to be held as unsubscribed for and
unissued is not usually regarded as “treasury stock”. According to Article 167 of
the Company Law, a company shall not retrieve or buy back any of its own shares
nor accept any of them as security except as provided in Article 158, Article 186 and
Article 317. Until July 30th, 2000, the Legislative Yuan passed Article 28-2 of the
Securities and Exchange Law which permits a company whose stocks are either listed
on a stock exchange or traded on the over-the-counter market may, upon the approval

of a majority of the directors present at a directors meeting attended by two-thirds or
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more of directors, buy back its shares from centralized Securities exchange market or
over-the-counter market for transferring to its employees. Thereafter, the Securities
and Futures Commission promulgated regulations governing share repurchase by
listed and over-the-counter companies. The Company Law was subsequently
amended to add Article 167-1 as a general norm that a company may buy back its
own shares in a number not exceeding 5% of the total number of its outstanding
shares in November 2001. However, the total amount of the price for buying back
such shares shall not exceed the sum of the amount of its reserved surplus earnings
plus the amount of the realized capital reserve. Part I of this article states the
definition of treasury stock and analyzes its merits and bad effects. Part II provides
the legislative history, policy considerations and its application of Article 28-2 of
Securities and Exchange Law. Part III examines the legal controversies arising
from Article 28-2 of Securities and Exchange Law as well as provides information

for future application and amendment.
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may purchase, redeem, receive, take or otherwise acquire, own and hold, sell, lend,
exchange, transfer or otherwise dispose of, pledge, use and otherwise deal in and with
its own shares; ...; (b) Nothing in this section limits or affects a corporation’s right to
resell any of its shares theretofore purchased or redeemed out of surplus ....
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shares, unless the articles prohibit the reissuance thereof.
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