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Political Oversight BUAEE

The Foreign Affairs and Defence Committee in the Legislative Yuan is formally responsible
for reviewing the Annual Defence Budget Proposal, with general support from the Budget
Centre.

Legislators are generally aware of how much money in total the military intends to spend on
specified programmes, though details on certain programmes could be improved. Details
around the Sky Bow Missile programme, for example, appear abridged as does spending on
intelligence programmes more generally. Given that Taiwan is one of the region’s highest
per capita defence spenders, there might be a case for ensuring more robust Parliamentary
scrutiny over the defence budget. This could help ensure the highest levels of public support
for the way defence dollars are spent.

We also found only limited evidence of the LY influences budget decision, beyond the
cutting or freezing of prosals. Again there might be a case for enhancing the capacity of the
legislature to influence decision making on the defence budget. This could relate to the

overall expenditure or to individual budget items.

We found evidence of oversight mechanisms applied to the intelligence services in the
Ministry of National Defence, including from the LY, but it was difficult to judge how
effective these mechanisms were in practice, particularly given the role of the National

Security Bureau. Could oversight over intelligence matters be strengthened?

Taiwan has a rigorous acquisition planning process, but the oversight mechanism and peer
review process appears to be only internal. There might be a case for including parties
outside of the Ministry of National Defence in the planning stage of major arms acquisitions.

This could help ensure arms purchases align closely with Taiwan’s strategic needs.

Generally speaking, the government of Taiwan has engaged the public in defence policy
creation, for example in academic circles or at government-sponsored events. Furthermore,
many scholars and experts are invited to participate in the drafting of Taiwan’s two defence
policy publications: the annual National Defence Report and the Quadrennial Defence
Review. There might still be room to expand this engagement, particularly with the

non-profit sector, as former legislator and defence minister Tsai has suggested.

41



2R ERFLR LT %E&&Wﬁm;ﬁ’ié B %Eﬁﬁfﬁgﬁi

WP PR AT PAE T mE o 4o 2014 E RIFIEE F%E@mw SRS 0

L E e FATE R AR F 456 F 9 F Aen® 5 BIE L 4 g kA2 B> F 2 {4

FEEAT AL R L D aimEp o ¢ EARR @P4hWﬁAH&5mWﬁf
T LR 2OZZREAPIERLZEFBA O oy JENRIRPRE S o

CREEAAERPFAABREEZ  AFTRIC 2 ZAREERPIFE LK R > ¢ B E

BA* 2 BRFEEIER o

RIIP $192 2 B it SR 30 Pt AR IR E 8 8 (LIS R e b
AHFRPE 2 hRERP NG R RE 2T 2 RIRZ 2 haRE4 v

Rrs %"’5&‘?}5"] o IiT N %ﬁﬁ&ﬁhj)& ¥ deieag v ?

B0 Bz SRARBAEA > R ERSHIE FAEAT F RPN pE S TR R
FEARLBIFE B VL » RPN nE e AP ITE e A & 5 0 ot g 2t
FEEHREE NG s HE T f g fo

Uﬂ

s

E

KX B ek E&]E'I}’?]‘Q %%T% SRS R FCR IR 0 b4 D_L_?,{h‘/F‘?}ﬁ 1}{}"-]—??
B A o ?i%%wnm$L#QWﬁﬁﬁuw«&&@Hﬁ*ﬂwﬁ EY RS
ﬁ)°£Wﬁﬂ_%4?%%ﬁg%@mygﬁiw,£ﬁ¢£gﬂﬁfymggﬁo

42



Financial Risk B4#% & b&

According to the most recent National Defence Report, the percentage of secret spending in
the overall defence budget has been reduced from 18.94% in 2004 to 5.39% in 2014. This is
great improvement. Nonetheless, there is no publicly available information detailing what
this secret expenditure formally related to and how effective the internal scrutiny was. Some
level of secret spending is inevitable — but are there robust control mechanism to ensure
that this money is well- accounted for, and is directed at priorities that are in the public
interest?

The Legislature receives audit reports of secret items, but these reports appear to examine
only technical audit issues. These reports might be more useful to the legislature if they
were provided in the same form as the Budget Proposal itself. How else might the legislature
ensure the secret budget is designed to best effect?

Taiwan has two funds which manage the disposal of military-held real estate — the Military
Dependents’ Housing Reconstruction Fund and the Military Barrack and Facility Fund. Both
funds are characterized by high levels of public accountability and transparency. For
example, the legislature exercises robust scrutiny of the funds as do audit units within the
Ministry of National Defence, Executive Yuan, and Control Yuan. Taiwan might apply these
high standards for proper asset disposal to other items as well, such as intellectual property
of dual-use technology developed by military R&D units.
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Personnel Risk AZEmESE

There is a Witness Protection Act in Taiwan and the articles apply to corruption cases.
However, the legal definition of a witness is distinct from whistle-blower. Should Taiwan

adopt a law that specifically protects whistle-blowers?

According to the website of the Ethics Office, MND, the Ministry of Justice considered
legislation extending protection to whistle-blowers. The draft of Taiwan’s whistle-blowing
protection law was being discussed by the review committee of the Ministry of Justice and
was sent to the Executive Yuan in early 2015. How else might whistle-blowing be
encouraged and whistle-blowers best protected?

There are laws and regulations concerning rank promotion and position assignment in the
military. The Act of Commission for Officers and Non-Commissioned Officers of the Armed
Forces, for example, establishes some objective criteria for promotion, and several directives
as to the procedures of candidate selection. The MND also sets up a quantitative index of
performances and appointment review committees for a more objective selection process.
But a large scale investigation involving the military was conducted in 2009, some 50 cases
involving 150 military personnel in total were inspected, resulting in detailed public reports.
The Control Yuan identified procedural flaws as a source of corruption risk. Have these issues
been adequately resolved? Do you see any risk for corruption in the promotion process?

The pay rate of civilian officials and military officers is well regulated in Taiwan, and the
information of basic pay is openly published. Taiwan might similarly enhance transparency

surrounding allowances paid to military officers.

President Ma announced the establishment of the Agency against Corruption in 2010 to
enforce the government’s corruption-eradication policy. There is now a special section on
the EY website for government-wide anti-corruption codes, measures, standard operation
procedures, and performance indexes. Has the anti-corruption drive overall been successful?
What else might be done to ensure corruption cases are reported? Should special
investigations be undertake to check the financial status of MND personnel involved in

sensitive affairs or to investigate only those believed to have acted wrongly?
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Operations Risk E 75 f@

All officially-published doctrines in Taiwan’s armed forces appear to be confidential and
un-accessible to the general public. Is there a case for publishing some of these doctrines?

What responsibilities should political warfare officers that are assigned to field units bear to
prevent corruption? Does the General Political Warfare Bureau provide clear, practical
guidelines for corruption prevention during operations?

Although regulations are in place and due anti-corruption procedures are distributed, no
significant related training activities for field commanders could be found on the websites of
the Ethics Office, Office of the Inspector General, or the General Political Warfare Bureau.
While field commanders are perhaps more concerned with operational efficiency during
drills, exercises or overseas port calls than corruption prevention, how might these best raise
awareness of corruption risk across the ranks? The responsible units in the MND do well in
formulating anti-corruption SOPs and distributing these to all ranks, but it could be the case
that more training is needed to make them relevant in practice.

Since Taiwan’s military rarely deploys overseas, the biggest corruption risks are associated
with military representative units or personnel stationed in foreign countries, such as the
United States, France, or Japan. Because the United States military representative section is
the biggest and its arms sales to Taiwan the largest, the corruption risks associated with US
arms procurement are likely the highest. How might political warfare officers, assigned to
oversee these operations, be best prepared to handle corruption risk associated with

procurement?
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Procurement Risk #7852

Taiwanese arms deals are mainly single-sourced from the US through the Foreign Military
Sale (FMS) procedure. Under the FMS procedures, the US military bears the project
management responsibilities, including preventing corrupt behaviour of US defence
contracts. What responsibilities lie with Taiwan to prevent corruption in single source
purchases?

While most MND procurement are covered by the Government Procurement Act, arms deals
are exempt. Should this be the case? At the moment, they are regulated instead by the
“Regulations for Coverage and Handling of Special Military Procurement.” The law requires
that these exempt procurements be subject to independent scrutiny through a formal
three-stage planning process. However, because Taiwanese arms deals are mainly
single-sourced from the US through the Foreign Military Sale (FMS) procedure, Taiwan’s
purchases are largely constrained by US decision-makers. What corruption risks might be
associated with the FMS procedure? How might these be managed/ should Taiwan amend
the Regulations for Coverage and Handling of Special Military Procurement to include a

clause on corruption risk?

Compliance programme refers to 'systematic procedures instituted by an organisation to
ensure that the provisions of the regulations imposed by a government agency are being

met'. Article 17 of the Government Procurement Act indicates that a compliance
programme is not a necessary precondition for bidding by foreign companies. Should this be
the case? Are mutual treaties and agreements sufficient to ensure good behaviour on the

part of companies?

Current requirements for bidding companies, whether foreign or domestic, appear to be
mostly about the capabilities of fulfilment of contract obligation, rather than anti-corruption
commitment. The Government Procurement Act prohibits the bidding of companies
involved in bribery for three years, but it is likely that this prohibition is not sufficient
deterrent? It could be the case, for example that corrupt companies use a new company or

owner’s name to bid again.

Evidence suggests that the MND Industrial Cooperation Programme aims to obtain 40
percent offset for every foreign arms deal valued above 5 million US dollars, with 60 percent
of the offset quota used to bolster local defence industries (direct offset). Because the
Ministry of Economic Affairs plays no role in negotiating foreign arms procurement, and only
takes on this task after the signature of the contract, it’s likely difficult to implement
industrial cooperation programmes effectively. The Ministry might be brought into

discussions on MND acquisition planning to ensure offsets are spent on relevant investments.
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There appear to be some directives as to the management of offsets, but the oversight

mechanisms against corruption risk could likely be improved.

The MND officially permits contractor agents or brokers if they are formally registered, but
the perception among the general public of arms brokers is very negative. Reports in the
media suggest that brokers exist in various forms: local dealers of foreign companies, ghost
companies established to circumvent export-controlled items, lobbyists charged to persuade
foreign or local governments, or company-sponsored think tanks involved in marketing.
Brokers cannot be eliminated totally even in a strictly controlled U.S.-Taiwan FMS procedure,
as although the U.S. military is the contractor for FMS, brokers can be reimbursed by U.S.
suppliers. Although there are some regulations to govern agent activities, is enough being

III

done to exercise "control” over a company's use of agents and to build public confidence?
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