LETTER

TAIWAN STOCK EXCHANGE CORPORATION

	From
	：
	Taiwan Stock Exchange Corporation（”TWSE”）

	Date
	：
	August 2nd, 2006

	Ref. No.
	：
	Tai-Cheng-Chiao-Zi-0950019988

	Subject
	：
	Regarding the issues raised by FINIs concerning lending out the loaned securities and declaring the collateral ratio of a negotiated transaction at TWSE, please comply with the explanations given below.

	Explanation
	：
	1. This is done in accordance with the letter issued by Financial Supervisory Commission, dated July 26th, 2006（Ref. No. Chin-Kuan-Cheng-（3）-Zi-0950124014）.

2. In connection with lending out the loaned securities, it shall be viewed as conducting SBL business.  According to the existing SBL rules and regulations, SBL businesses are operated by qualified securities firms and securities financial businesses.  That is, other than the qualified securities firms and securities financial businesses, a FINI’s lending out the loaned securities will make a legitimacy dispute.
3. With respect to the present SBL rules and regulations, both parties of a negotiated transaction shall negotiate whether a borrower shall provide collateral or not.  In the meantime, the collateral ratio shall be declared at TWSE.  Currently, some of the negotiated transactions are collateralised, therefore, the declaration of collateral ratio of negotiated transactions as above shall remain unchanged.


