REVISED ARTICLES OF THE TAIWAN STOCK EXCHANGE CORPORATION SECURITIES LENDING AND BORROWING REGULATIONS（Amended May 13, 2005）

Article 2     A securities borrowing and lending transaction shall refer to an act that the lender agrees to lend the securities and the borrower shall return the securities of same category and volume.
The so-called "securities borrowing in demand" shall refer to exercise and trading purpose securities borrowing made by specific institutional investors, and settlement coverage securities borrowing made by securities firms or securities financing enterprises.
Article 5    The borrowers and lenders of exercise and trading purpose securities borrowing and lending shall be limited to the specific institutional investors as follows:
1. Lenders: insurance companies, banks, investment and trust companies, securities investment trust companies (the raised funds), futures dealers, and others as approved by the competent authorities.
2. Borrowers: securities dealers, securities investment trust companies (the raised funds), futures dealers, and others as approved by the competent authorities.
Article 6     A borrower and a lender shall entrust a securities firm to handle securities borrowing and lending transactions after they have entered into "Letter of Entrustment for Securities Borrowing and Lending Transaction" with a securities firm, opened a securities borrowing and lending account, a securities central depository account, and a bank account, and reported to and been approved by the TWSE.

The "Letter of Entrustment for Securities Borrowing and Lending Transaction" shall contain the following particulars and its format shall be as shown in Appendix 1 hereto:

1. The borrower and the lender agree that the securities borrowing and lending transaction shall be subject to the "Letter of Entrustment for Securities Lending and Borrowing Transaction" and the "Master Contract of Securities Lending and Borrowing Transaction" entered into by and between the securities firm and the TWSE, as well as the Taiwan Stock Exchange Corporation Securities Borrowing and Lending Regulations, and the provisions of other applicable acts and regulations.
2. A securities firm may from time to time submit the relevant information with regard to the account opening, details of transactions and inventory of securities, and the short position on exercise and trading purpose securities borrowing and lending of a borrower and a lender to the TWSE, or provide the same for review.
3. A securities firm shall report to the TWSE in regard to any violation or breach, by a borrower or a lender, of the obligations to be performed under a securities borrowing and lending transaction or its representations, and shall handle the relevant matters in accordance with the instructions of the TWSE, and may terminate or rescind the Letter of Entrustment.
Article 8     The loanable securities for exercise and trading purpose securities borrowing and lending shall be publicly announced by the TWSE.
Article 9     The business hours for services rendered by the TWSE for exercise and trading purpose securities borrowing and lending shall be from 9:00 am to 2:30 pm of the market trading hours of the current day; the business hours for return of securities and withdrawal and substitution of collateral are from 9:00 am to 3:00 pm.
Article 18   The term of exercise and trading purpose securities borrowing and lending shall not exceed 6 months from the date of conclusion of such securities borrowing and lending transaction.

If a lender does not early recall the lent securities, 5 to 10 business days prior to the original date for return of securities, the borrower may, through the TWSE, request that the transaction be rolled over, provided, that in the event that the lender does not consent thereto within 3 business days after receipting such request, such request is deemed rejected.

Except for the term, which may be extended once only and no more than 6 months, the terms and conditions of such transaction requested to be rolled over as provided in the preceding paragraph may not be changed.

A lender of a fixed-price transaction or a competitive auction transaction may apply for return of securities with the TWSE only upon expiry of 10 business days after the securities lending, and the TWSE will so inform the borrower.
Article 22   The securities collateral obtained by the TWSE on account of the securities borrowing and lending transaction shall be entrusted to the Securities Central Depository Enterprise for custody.

After a transaction of securities borrowing and lending has been concluded, the Securities Central Depository Enterprise shall mark on the borrowed securities. 


The marked securities referred to in the preceding paragraph shall not be assigned, transferred and withdrawn, except for being used for return of securities, exercise and trading purpose, and transfer to the securities central depository account of the borrower opened at a custodian bank pursuant to these Regulations.
