NOTICE

TAIWAN STOCK EXCHANGE CORPORATION
From       ：    Taiwan Stock Exchange Corporation(“TWSE”)
Date       ：    March 29, 2005

Ref. No.  ：    Tai-Cheng-Chieh-Zi-0940007527

Subject
:
This is to announce rules related to early recall of lent securities under a negotiated transaction and the sale of such securities on the same day by lenders.  This is promulgated effective immediately.

Basis
:
This is done in accordance with the letter of the Securities and Futures Bureau, Financial Supervisory Commission, Executive Yuan, R.O.C., dated March 22, 2005, Ref. No. Cheng-Chi-(3)-Zi-0940106676.

Announcement:
1.
When a lender in a negotiated transaction early recalls lent securities and sells such securities on the same day, such shall be handled as follows:

(1) The lender and the borrower in a negotiated transaction shall by themselves negotiate the revised date of return and the quantity of the lent securities to be early recalled, and the mandated securities firm shall, through the securities lending system of the TWSE, enter the revised date and the quantity of returned securities in accordance with Article 20, Paragraph 1, Item 2, of the TWSE Securities Borrowing and Lending Regulations (the “SBL Regulations”).

(2) Under the above circumstances, if the lender has not yet received the returned securities to deliver to the entrusted selling securities firm, shall apply to the TWSE under Article 50 of the SBL Regulations on the basis of “other justifiable causes”, to borrow securities through the TWSE’s settlement coverage system to facilitate their securities settlement, by submitting an application together with the necessary supporting documents (form attached).  This shall not be deemed a default under Article 91, Paragraph 1, of the Operating Rules of the TWSE.

(3) No fee will be charged for the securities borrowed for settlement facilitation under the preceding paragraph for the first day.  A fee will be charged thereafter until the date of the actual return of the securities in accordance with the rules on the TWSE’s settlement coverage system.

(4) The securities firm shall use the securities provided by the lender to return the securities borrowed for settlement facilitation.  Such securities firm may also request the lender to reimburse relevant expenses incurred in accessing the settlement coverage system of the TWSE.  Responsibility for expenses as between the borrower and the lender shall be determined in accordance with their “Agreement for Negotiated Securities Lending”.
(5) If the borrower in a negotiated transaction does not return the securities when required, the lender may, in accordance with the “Agreement for Negotiated Securities Lending”, between the parties report the breach of the agreement to the TWSE in accordance with Article 42, Paragraph 2, of the SBL Regulations.  However, the lender shall be responsible for the securities settlement.
                   2.   The TWSE’s notice, dated December 10, 2004, Ref. No. Tai-Cheng-Chieh-Zi-0930450320 shall no longer apply immediately.
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