Appendix 2
MASTER CONTRACT OF SECURITIES LENDING AND BORROWING TRANSACTION
Parties to this Contract:

Taiwan Stock Exchange Corporation (hereinafter referred to as “TSEC”)

____________Securities Corporation (hereinafter referred to as the “Securities Firm”)

WHEREAS, the Securities Firm has accepted the entrustment of a borrower or a lender (hereinafter collectively referred to as the “Client”) of securities lending and borrowing transaction to act on behalf of the Client to open an account for securities lending and borrowing, to handle the fixed-price, competitive-auction, or negotiated borrowing transaction, to collect and pay for the object securities, the collaterals for securities borrowing, and the related charges and fees, and to deal with matters in connection with the rights and interests of the object securities in accordance with the “Regulations Governing Lending and Borrowing of Securities” of TSEC and its relevant regulations and rules.

NOW, THEREFORE, with respect to the mutual rights and obligations between TSEC and the Securities Firm, between TSEC and the Client, and between the borrower and the lender, the parties hereto agree to the terms and conditions as follows:

Article 1:
Definition

Unless otherwise provided for herein, the expressions or terms used in this Contract shall have the meanings as defined in the “Regulations Governing Lending and Borrowing of Securities” of TSEC.

Article 2:
Representations and Warranties of the Securities Firm
The Securities Firm hereby promises to truly perform the following:

1. Before accepting entrustment of the Client to handle a securities lending and borrowing transaction, the Securities Firm shall enter into a “Letter of Entrustment for Securities Lending and Borrowing Transaction” with the Client, and the continual validity of the Letter of Entrustment shall be a condition precedent for the Securities Firm to be entrusted for handling the securities lending and borrowing transaction.  Where the Letter of Entrustment is withdrawn, rescinded or terminated, such withdrawal, rescission or termination shall not be effective against TSEC without a written notice given by the Securities Firm to TSEC; the Client may not give such notice to TSEC.  In addition, the Securities Firm shall complete the procedures in connection with account opening and acquaintanceship of the Client pursuant to “Regulations Governing Lending and Borrowing of Securities” and other relevant regulations and rules of TSEC.

2. The Securities Firm entrusted by the Client to handle a securities lending and borrowing transaction shall exercise the care of a good administrator.  The Securities Firm shall guarantee that any declarations of intention made by itself to TSEC with respect to its acceptance of entrustment of the Client to handle the securities lending and borrowing transaction and the contents of such declaration of intention are under the entrustment of the Client or its duly authorized agent, and will by no means be erroneous or false, or arising from acting beyond authority or acting without authority or from any other causes that may lead to withdraw, rescind or terminate the declaration of intention for so acting on behalf of the Client.  If the Client denies any effect on lending and borrowing or refuses to perform any relevant obligations by reason that the Securities Firm acts without authority or beyond authority or on account of any other flaw in authority, the Securities Firm shall solely negotiate and clarify with the Client, and the Securities Firm and the Client shall be liable according to the laws; neither the Securities Firm or the Client may thereby raise any defence against TSEC.

3. The Securities Firm, when placing order for a fixed-price securities transaction or a competitive-auction securities transaction under the entrustment of the Client, shall verify such order pursuant to the contents of entrustment and collect in advance qualified object securities and the collaterals for such borrowing.  Also, except for failing to complete the securities lending and borrowing transaction, the Securities Firm shall not offset, seize, retain the securities and collaterals collected in advance or make an assertion or conduct any other activities that may hinder the settlement and payment of such lending and borrowing on account of the debts and liability between the Securities Firm and the Client.
4. The Securities Firm, when handling a securities lending and borrowing transaction under the instruction of TSEC, shall exercise the same care as it should do in handling its own affairs.  TSEC may from time to time conduct an inspection on the Securities Firm or request the Securities Firm to provide the relevant information of the Client with regard to the account opening, transaction and inventory of securities.  In the event that the Client is in breach of any of its obligation or representations with regard to the securities lending and borrowing transaction, the Securities Firm shall forthwith report to TSEC such default and handle the matters in relation to recovery in accordance with the instructions of TSEC
Article 3:
Fixed-Price Transaction and Competitive-Auction Transaction
1. Where a fixed-price transaction and a competitive-auction transaction between a borrower and a lender is concluded through deal-matching system of TSEC, the securities lending and borrowing relationship between the borrower and the lender shall come into force, and the control over the risks in breach and performance between the borrower and the lender shall be assumed by TSEC under this Contract, the “Regulations Governing Lending and Borrowing of Securities”, and the relevant regulations and rules of TSEC.

2. Upon conclusion of a fixed-price transaction and a competitive-auction transaction, TSEC will notify the Taiwan Securities Central Depository Co. Ltd. (hereinafter referred to as “TSCD”) to transfer the object securities into the securities central depository account of the borrower.  When the borrower is to return the securities, the Securities Firm shall inform TSEC and TSEC shall notify TSCD to transfer the returned object securities back to the securities central depository account of the lender.  During the term of securities borrowing, the right to dispose of the object securities shall be vested in the borrower, whereas the attribution and disposition of the rights and interests arising from the object securities shall be governed by the “Regulations Governing Lending and Borrowing of Securities” and other relevant regulations and rules of TSEC.

3. Upon conclusion of a fixed-price transaction and a competitive-auction transaction, title to the collaterals provided by the borrower to TSEC for the securities borrowing in accordance with the stipulated collateral ratio shall upon assignment be conveyed to TSEC.  After the borrower has returned the object securities and paid and settled the related charges and fees as well as the rights and interests, it may apply to TSEC via the Securities Firm for recovering the collateral for such securities borrowing.

4. The collaterals provided by a borrower for different securities lending and borrowing transactions may not be used for offset against each other.  Where any collaterals are found unqualified or where the collateral maintenance ratio is lower than the minimum collateral ratio, the Securities Firm shall forthwith notify the borrower to replace qualified collaterals or to make up the deficiency in the collateral within the following business day.  The attribution and disposition of the rights and interests arising from the collaterals for the securities borrowing during the term of securities borrowing shall be governed by the “Regulations Governing Lending and Borrowing of Securities” and other relevant regulations and rules of TSEC.

Article 4:
Default by the Borrower of Fixed-Price Transaction and Competitive-Auction Transaction

1. Where a borrower of fixed-price transaction and competitive-auction transaction fails to return the securities upon expiry of the securities borrowing or at the request of the lender for return of the securities in advance, or where a borrower fails to replace qualified collaterals or make up the deficiency in the collaterals in a timely fashion, or where a borrower is in violation of its obligations to pay and settle the related charges and fees as well as the rights and interests associated with the object securities, such borrower shall be deemed to be in default.

2. In the event of default by a borrower, the related securities borrowing shall be deemed to be due, and TSEC may dispose of the collaterals for such borrowing and purchase the securities from the exchange market so as to return the securities to the lender and to settle position on securities borrowing.  If TSEC is unable to purchase the securities within 3 business days as of the date of occurrence of the default, it shall return to the lender with cash in the amount calculated on the closing price of the exchange market as of the 3rd business day.

3. The borrower may not raise any objection to the time, the manner and the price at which TSEC disposes of the collateral and purchases the securities.  The money received from the disposition of the collaterals by TSEC and the amount payable to the borrower may be consolidated to offset the liability payable by the borrower to TSEC, and, in case of any deficiency, such deficiency may be recovered from the borrower, whereas, in case there is any remaining balance, such balance shall be returned to the borrower.

4. In the event of default by a borrower, TSEC may, in addition to recovery of the deficiency in payment, suspend its participation in the securities lending and borrowing transaction or cancel its account for securities lending and borrowing, and collect from the borrower a penalty equivalent to 10% of the total lending charges, and at the same time claim for damages.

Article 5:
Default by the Lender of Fixed-Price Transaction and Competitive-Auction Transaction

1. Where a lender of fixed-price transaction and competitive-auction transaction is in violation of its obligations to pay and settle the related charges and fees, such lender shall be deemed to be in default.

2. In the event of default by a lender, TSEC may consolidate the amounts payable by TSEC to the lender to offset the liability payable by the lender due to its default and, in case of any deficiency, TSEC may recover from the lender, whereas, in case there is any remaining balance, such balance shall be returned to the lender.

3. In the event of default by a lender, TSEC may, in addition to recovery of the deficiency in payment, suspend its participation in the securities lending and borrowing transaction or cancel its account for securities lending and borrowing, and collect from the lender a penalty equivalent to 10% of the total lending charges, and at the same time claim for damages.

Article 6:
Negotiated Borrowing Transaction

1. The borrower and the lender shall clarify their obligations with respect to the payment and settlement for the object securities, collaterals for securities borrowing, related charges and fees, and the rights and interest pursuant to the terms and conditions determined through negotiation for the negotiated borrowing transaction.  The borrower and the lender shall be solely responsible for all rights and obligations arising from the lending and borrowing relationship and bear the risks of seeking recovery out of the breach of contract; TSEC is not responsible for the performance of contract.

2. Where the borrower and the lender have determined the terms and conditions for a negotiated borrowing transaction, they shall report to TSEC via the Securities Firm on such terms and conditions, and TSEC shall, after having confirmed the same, notify TSCD to transfer through book-entry the object securities of the lender into the securities central depository account of the borrower.  When the borrower is to return the securities, the Securities Firm shall inform TSEC and TSEC shall notify TSCD to transfer through book-entry the object securities back into the securities central depository account of the lender.  During the term of securities borrowing, the right to dispose of the object securities shall be vested in the borrower, whereas the attribution and disposition of the rights and interests arising from the securities shall be handled in the manner determined by the borrower and the lender through negotiation.

3. The borrower shall provide to the lender with the collaterals for securities borrowing in the manner determined by the borrower and the lender through negotiation.  After the borrower has returned the borrowed securities and paid and settled the related charges and fees as well as the rights and interests, the lender shall return the collaterals for the securities borrowing.  The attribution and disposition of the rights and interests arising from the collateral during the term of securities borrowing shall be handled in the manner determined by the borrower and the lender through negotiation.

Article 7:
Default by the Borrower and the Lender of Negotiated Borrowing Transaction

1. The events of default and the manner in handling a default by a borrower and a lender of negotiated borrowing transaction shall be handled in the manner determined by the borrower and the lender through negotiation.

2. Where a borrower of negotiated borrowing transaction fails to return the securities upon expiry of the securities borrowing or at the request of the lender for return of the securities in advance, or where the borrower or the lender is in violation of its obligations to pay and settle the related charges and fees, TSEC may suspend its participation in the securities lending and borrowing transaction or cancel its account for securities lending and borrowing.

Article 8:
Charges and Fees

1. The lender may collect lending charges from the borrower in accordance with the transaction charge rate.

2. The Securities Firm may collect the lending handling charges from the lender and the borrower for the entrustment to handle the securities lending and borrowing transaction.

3. TSEC may charge the lender and the borrower the service fees for providing the service of securities market.

4. The rates of lending handling charges and service fees shall be framed by TSEC in conjuction with the Chinese Securities Association, and shall be implemented after the same is submitted to and approved by the competent authorities.

Article 9:
Default by the Securities Firm

In the event that the Securities Firm is in breach of any obligations or representations in connection herewith, TSEC may decline the Securities Firm to handle the securities lending and borrowing transaction under entrustment, and may rescind or terminate this Contract and at the same time claim for damages.

Article 10:
Supplemental Clause

All relevant rights and obligations between TSEC and the Securities Firm, between TSEC and the Client, and between the borrower and the lender shall be governed by this Contract.  With respect to any matters not set forth herein, the “Regulations Governing Lending and Borrowing of Securities” of TSEC, and the regulations and rules pertaining to securities lending and borrowing transaction enacted, publicly announced and amended by TSEC from time to time shall apply.

Article 11:
Assignment of Rights and Interests

Without the prior consent of TSEC, no rights and interests of the Securities Firm and the Client arising from the execution, performance, termination or rescission of this Contract may be assigned.

Article 12:
Notices

The declarations of intention and notices to be made hereunder by TSEC to the Securities Firm and/or the Client shall be deemed to have come into force upon delivery to the respective address contained herein or upon notice to the Securities Firm.  If service of any documents to the Client is required due to a litigation or arbitration between TSEC and the Client, such service shall be made to the contact address specified in the securities lending and borrowing account of the Client.

Article 13:
Governing Law and Arbitration

This Contract shall be governed by the laws of the Republic of China.  Any dispute between TSEC and the Securities Firm arising from or in connection with this Contract shall be submitted to arbitration in Taipei City in accordance with the Arbitration Law of the Republic of China.  In case a legal proceeding becomes necessary due to failure to render an arbitral award within the prescribed time limit or due to the fact that a party intends to nullify the arbitral award, the parties hereto agree to submit to the jurisdiction of Taipei District Court of Taiwan as the court of the first instance.

Parties to this Contract:

Taiwan Stock Exchange Corporation

Representative:

Address:

___________________Securities Corporation

Representative:

Address:

Date:______________

	This English translation is for reference only.  Should any discrepancy exist between the Chinese text and the English translation, the Chinese text shall prevail.
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