NOTICE
TAIWAN STOCK EXCHANGE CORPORATION
	From
	：
	Taiwan Stock Exchange Corporation(“TWSE”)

	Date
	：
	January 22, 2009

	Ref. No.
	：
	Tai-Cheng-Chieh-Zi-0980300136

	Subject
	：
	This is to announce settlement procedure related to lenders selling TWSE-listed stocks on loan under negotiated SBL model with a same day early recall.

	Reference
	：
	This is done in accordance with Articles 20, 42, 50 and 51 of the TWSE SBL Regulations.

	Announcement
	：
	1.
When lenders of negotiated SBL model sell the recalled shares that borrowers return on settlement day（T+2 day） by a same day （T day）buy-back from the market, such shall be handled as follows:
(1) On T day, the lender under negotiated SBL model sells recalled shares, both the lender and the borrower shall report to TWSE the agreed return date and the quantity of the shares to be returned via the TWSE SBL System in accordance with Article 20, Paragraph 1, Item 2 of the TWSE SBL Regulations.  The revised return date shall be the second business day（T+2 day） following the lender’s selling day. 

(2) On the first day following the lender’s selling day（T+1 day）, the lender’s selling broker shall apply to TWSE under Article 50 of the TWSE SBL Regulations for late delivery of the sale settlement by submitting an application together with the related supporting documents.  As soon as the lender receives stocks from the borrower, he delivers them to the selling broker to close the deal of the late delivery with TWSE.  This shall not be deemed a default under Article 91, Paragraph 1 of the TWSE Operating Rules, and no borrowing fee will be charged for the first day.
(3) In the event the lender fails to deliver stocks to his selling broker on T+2 day, the selling broker shall report it to TWSE in accordance with the “Guidelines for Securities Brokers in Reporting Default by Principals” and the “Directions for Reporting and Handling of Out-Trades and Account Number Corrections by Securities Brokers.  Such broker shall provide collateral for borrowing from the TWSE Settlement Coverage System, or he is deemed a breach of the settlement obligation.

(4) According to Article 51, Paragraph 3 of the TWSE SBL Regulations, TWSE will hold the equivalent amount of fund and securities payable to the selling broker as collateral until the selling broker either fulfills the settlement obligation with the stocks received from the lender or provides collateral for borrowing from the TWSE Settlement Coverage System.

(5) If the borrower under negotiated SBL model does not return the stocks on T+2 day, the lender shall, in accordance with the “Agreement for Negotiated Securities Lending” between the parties, report how he deals with the breach of the agreement to the TWSE according to Article 42, Paragraph 3 of the TWSE SBL Regulations.  However, the lender shall be responsible for the securities settlement ultimately.
2.The TWSE notice, dated March 29, 2005, Ref. No. Tai-Cheng-Chieh-Zi-0940007527, shall no longer apply immediately.


