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III. Central Bank Operations

7. Fiscal Agency Functions

The CBC acts as a banker to the central government as well as to other banks. As the fiscal

agent of the government, the CBC performs various services for the national treasury. These services

include handling the treasury deposit account (TDA) , managing central government agency

deposit accounts, and undertaking the issuance, registration, redemption, and interest payment

of central government bonds and treasury bills.

Managing the Treasury Deposit Account

The CBC manages the TDA on behalf of the Ministry of Finance (MOF) , processing receipts

and disbursements of the central government. For the convenience of government agencies and

the general public, the CBC delegates the handling of treasury transactions to 13 financial institutions

and their 357 branches, including three overseas branches located in New York, Los Angeles, and

Paris. In addition, there are another 4,795 tax collection agencies set in financial institutions. In 2014,

the CBC received a total of NT$3,156.7 billion in treasury deposits, an increase of NT$69.3 billion or

2.24 percent over the previous year. Payments made on behalf of the national treasury were NT$3,170

billion, increasing by NT$80 billion or 2.59 percent from 2013. At the end of 2014, the TDA balance

was NT$10 billion, a decrease of NT$13.3 billion or 57.08 percent from the previous year end.

Handling Central Government Agency Deposits

Central government agencies are required to make their deposits with the CBC or other

delegated banks. However, the delegated banks are required by law to redeposit 60 percent of

the deposits with the CBC, except those in interest-bearing accounts. At the end of 2014, the

balance of central government agencies' deposits with the CBC amounted to NT$116.1 billion, a

decrease of NT$8.4 billion or 6.75 percent over 2013. Deposits with other delegated banks were

NT$455.6 billion at the end of 2014, increasing by NT$30.8 billion or 7.25 percent. Among them,

redeposits with the CBC registered NT$10.1 billion, decreasing by NT$4.3 billion or 29.86 percent from

the end of 2013.

Managing Central Government Bonds

As a fiscal agent, the CBC provides services related to the issuance, registration, transfer,

redemption, and interest payment of central government bonds. The CBC also conducts the auctions

of central government bonds. There are 61 domestic dealers qualified to directly participate in the

auctions, including 27 banks, 20 securities companies, eight bills finance companies, five insurance

companies, and Chunghwa Post.
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In 2014, the CBC handled 20 issues of central government bonds in book-entry form worth

NT$675.3 billion and paid NT$405 billion in principal and NT$115.7 billion in interest for central

government bonds. At the end of 2014, the outstanding amount of central government bonds was

NT$5,338.5 billion, an increase of NT$270.3 billion or 5.33 percent from the previous year end.

Managing Treasury Bills

The CBC also conducts the auctions of treasury bills, which are issued at a discount. Currently,

direct bidders include banks, insurance companies, securities companies, bills finance companies,

and Chunghwa Post.

In 2014, the CBC handled 10 issues of book-entry treasury bills with a total amount of NT$244.9

billion. At the end of 2014, the outstanding amount of treasury bills was NT$130 billion, a decrease

of NT$84.6 billion or 39.42 percent from the previous year end.

Improving Operational Efficiency

To encourage central government bond dealers to actively participate in auctions, and avoid

yields of competitive bids submitted deviating too much from those in the prevailing bond market,

the CBC amended the criteria of subtracting dealers' scores. For dealers who submit yields that

are more than a one percentage point deviation from the weighted average yields, the deducted

points would be raised to four from two, effective from January 22, 2014.

In addition, from September onwards, the MOF authorized the CBC to transfer a NT$3 billion

remittance fund from the TDA to the Interbank Fund Transfer Guarantee Special Account at the

Department of Banking of the CBC each day before daily operations of treasury deposit remittance.

At the end of the same day, the CBC would transfer the fund back. The mechanism helped streamline

the operation of the TDA.


