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1.
Foreign institutional investors which qualify as foreign banks, insurance companies, securities companies, fund managers, institutional investors operated by a foreign government, pension funds, mutual funds, unit trusts, investment trusts, trust companies and academic or charitable organizations ("Specified Offshore FINIs") may, for strategic purposes, borrow securities, and provide onshore assets as collateral.  Such securities borrowing transactions shall not be subject to the limitation on selling securities which are not owned/held by the seller and providing collateral as referred to in Article 21, Paragraph 1, Items 2 and 3, of the "Regulations Governing Securities Investment by Overseas Chinese and Foreign Nationals".  Pursuant to Article 82-2 of the “Operating Rules of the Taiwan Stock Exchange Corporation”, permitted strategic purposes consist of arbitrage and hedging with respect to (i) domestic and overseas convertible (exchangeable) corporate bonds, (ii) exchangeable government bonds,(iii) overseas depositary receipts, (iv) call (put) warrants and (v) ETF, and the performance of contractual obligations with respect to warrants, and the creation of ETF.  In addition, securities borrowing is permitted for purpose of returning securities, and for FINIs who have applied for converting domestic or overseas convertible (exchangeable) corporate bonds or government exchangeable bonds before receiving the [converted] shares.

2. Specified Offshore FINIs may lend their securities holdings.  For negotiated transactions, the collateral provided by the borrowers is limited to onshore cash or Taiex or GreTai listed shares deposited in the Taiwan Securities Central Depository Co., Ltd. ("TSCD"); collateral received by the Specified Offshore FINI lender shall be deposited into dedicated TSCD accounts.

3. Where Specified Offshore FINIs are the lenders in negotiated transactions, the cash collateral provided by the borrowers shall not be treated as "investment capital" or "investment revenue" and, thus, may not be remitted out [of Taiwan] in accordance with Article 14, Paragraph 1, of the "Regulations Governing Securities Investment by Overseas Chinese and Foreign Nationals".  However, repatriation of proceeds from selling borrowed securities shall be deemed a "remittance of investment capital".  Such remitted-out NT Dollar amount may not exceed the NT Dollar equivalent of the net investment capital then remitted into Taiwan [by such Specified Offshore FINI].

4. Where a Specified Offshore FINI engages in securities lending and borrowing transactions ("SBL"), the custodian institution shall add the following six (6) assets and liabilities accounts to the "statement of holdings": "Securities Receivable-Lending, Cash Collateral Out-Borrowing, Securities Collateral Out-Borrowing, Securities Payble-Borrowing, Cash Collateral In-Lending, Securities Collateral In-Lending".  Such statement shall be submitted to Financial Supervisory Commission and the Foreign Exchange Department of the Central Bank within ten (10) days after the end of each month in accordance with Article 22 of the "Regulations Governing Securities Investments by Overseas Chinese and Foreign Nationals".

5. Specified Offshore FINIs shall conduct SBL transactions in accordance with Article 82-2 of the "Operating Rules of the Taiwan Stock Exchange Corporation" and the "Taiwan Stock Exchange Corporation Securities Lending and Borrowing Regulations".
6. The Securities and Futures Commission, Ministry of Finance ruling of June 16, 2004 (Ref. No. Tai-Tsai-Cheng-(8)-Zi-0930002716) shall no longer apply.
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