IV.
Accounting Examples of Lent securities by Securities Firm
Example 1:
Borrower applies to the securities firm for securities lending
1. Assume that both Party A and Party B are domestic corporations. The borrower of securities (Company A) borrows 10 certificates of Securities X from Lender B (Securities Firm) on December 1, 2007 (The Securities have a book value of $13.5 per share on account at Lender and the reference opening price on the same day is $15 per share). Party A and Party B have stated in the borrowing contract that Party A shall return Party B the borrowed securities and stock dividends accrued thereon for the term of borrowing, plus shares issued in secondary equity offering. The parties further agree that the equity compensation associated therewith shall be returned on the following day of allocation of the compensation. It is also agreed Party A shall pay Party B the handling charge of $150 and borrowing fee of $250 per month, payable in a lump sum upon return of securities.
2. Party A provides the collateral with a value of not lower than 140% collateral maintenance ratio of the original subject of loan (Securities Collateral Y or cash bond of $210,000, and Party A and Party B have agreed to an annual interest rate of 2% for payment and receipt of interest on the cash collateral, with the period of interest inclusive of the first day and exclusive of the last day).
3. Party A sells all 10 shares of Securities X at the price of $17 per share on December 25, 2007.
4. On December 31, 2007 the closing price of Securities X is $14 per share.
5. On January 20, 2008 the closing price of Securities X is $20 per share. Party A provides supplemental securities collateral or cash collateral to keep the collateral maintenance ratio above 140%.
6. On January 30, 2008 Party A buys back Securities X at the price of $17.5 per share to cover short positions and returns all these securities to Party B. During the period of borrowing, Securities A have not been distributed with dividends or bonuses or granted new subscription right.

 



1. Party A borrows securities from Party B
2. Party A sells the borrowed securities
3. Valuation and estimation of amount of income and expense
4. Party A provides additional collateral
5. Party A covers short positions and returns securities
	Time of Account Entry
	Lender
	Borrower

	1. Securities firm performing other securities lending services collects collateral from the borrower of securities
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Bank deposits $210,000
Cr.: Securities lending refundable deposits $210,000
	1. Securities collateral
The fact that securities are provided as collateral should be disclosed in the notes to the financial statement.
2. Cash collateral
Dr.: Securities borrowing margin $210,000
Cr.: Bank deposits $210,000

	2. Lender lends out securities
	1. Margin purchase of guaranteed securities, or lending the securities borrowed from the securities lending system of the TWSE:
Described in the securities firm's business report. No accounting entry.
2. Lending from owned securities
Dr.: Lent securities $135,000
Cr.: Securities held for operations - proprietary $135,000
	Produce memorandum entry

	3. Borrower sells the borrowed securities
	N/A
	Day T (12/25)
Dr.: Operating securities $170,000
Cr.: Liabilities on sale of borrowed securities - hedging (non-hedging) $170,000
Day T+2 (12/27)
Dr.: Bank deposits $170,000
   Cr.: Operating securities $170,000

	4. Month end and date of balance sheet
a. Lender must valuate borrowed securities; Borrower must valuate liabilities on sale of borrowed securities
b. Estimate securities borrowing fee (income)
c. Estimate interest expense (income)
	1. Valuate lent securities
Dr.: Valuation adjustment on lent securities: $5,000
Cr.: Gain on valuation of Securities held for operations - proprietary $5,000
(Valuation entries may be reversed at the beginning of the following month.)
2. Estimate income from securities lending
Dr.: Accounts receivable $400
Cr.: Income from securities lending $400
3. Estimate interest expense
Dr.: Interest expenses $357
Cr.: Other accounts payable - non-related parties $357
31/365*210,000*2%=357
	1. Valuate borrowed securities
Dr.: Valuation adjustment on liabilities on sale of borrowed securities - hedging (non-hedging) $30,000
Cr.: Gain on valuation of borrowed securities and bonds with resale agreement - short sales $30,000
(Valuation entries may be reversed at the beginning of the following month.)
2. Estimate securities borrowing fee
Dr.: Securities borrowing fee $400
Cr.: Accounts payable $400
3. Estimate interest income
Dr.: Other accounts receivable - non-related parties $357
Cr.: Interest income $357

	5. Borrower's collateral ratio for borrowing account is lower than collateral maintenance ratio, and is notified to make up for the difference of borrowed securities collateral
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Bank deposits $70,000
Cr.: Securities lending refundable deposits $70,000
21/20=105%

28/20=140%

(28-21)*10,000=70,000 
	1. Securities collateral
The fact that securities are provided as collateral should be disclosed in the notes to the financial statement.
2. Cash collateral
Dr.: Securities borrowing margin $70,000
Cr.: Bank deposits 70,000

	6. Borrower covers short position on borrowed securities
	-
	Dr.: Operating securities $175,000
Cr.: Bank deposits $175,000

	7. Borrower returns borrowed securities to Lender
	Dr.: Securities held for operations - proprietary $135,000
Cr.: Lent securities $135,000

	Dr.: Liabilities on sale of borrowed securities - hedging (non-hedging) $170,000
Dr.: Losses on covering of borrowed securities and bonds with resale agreement - short sales $5,000
Cr.: Operating securities       $175,000

	8. Pay fees relating to borrowing of securities
	Dr.: Bank deposits $634
Cr.: Incomes from borrowing of securities       $234
Cr.: Accounts receivable      $400
250*29/31=234
	Dr.: Securities borrowing fee $234
Accounts payable $400
Cr.: Bank deposits $634

	9. Lender returns bond to Borrower and pays interest on cash collateral
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Securities lending refundable deposits $280,000
Dr.: Interest expenses      $372
Dr.: Other accounts payable - non-related parties $357
Cr.: Bank deposits    $280,729
(60/365*210,000*2%)+(10/365*70,000*2%)=

690+39=729

729-357=372
	Dr.: Bank deposits    $280,729
Cr.: Securities borrowing margin $280,000
Cr.: Interest income      $372
Cr.: Other accounts receivable - non-affiliated person  $357



Example 2:
Borrower of securities receives ex-rights/ex-dividends (or subscription rights of new shares) of the underlying securities (Borrower has not sold securities before the ex-rights/ex-dividends date.)
1. Same as paragraphs 1 and 2 of Example 1, December 20 is the ex-rights/ex-dividends date for Securities X, with cash dividends of $0.1 per share and stock dividends of $1 per share. Each share is entitled to 0.05 share for subscription, and the subscription price per share is $12. The distributed cash dividends and stock dividends are $1000 and 1000 shares, respectively. The ex-right reference price on the same day is $16. Distribution of rights and dividends are granted on January 20, 2008, and are returned on January 21, 2008. Securities X is entitled to 0.5 new share for subscription. On January 5, 2009 Lender indicates the intention of subscription and deposits the price to the designated account (the market price for the securities on the same day is $16) and Borrower A subscribes the shares on its behalf. The shares in secondary equity offering are issued on January 21, 2008 and the shares issued in secondary equity offering are returned on January 22, 2008.
2. On December 25, 2007 Party A sells all 10 certificates of Securities X at the price of $17 per share. The closing price of Securities X on December 31, 2007 is $14 per share.
3. On January 30, 2008 Party A buys back Securities X at the price of $17.5 per share to cover short positions and return all these securities to Party B.
 



1. Party A borrows securities from Party B

2. Ex-rights/ex-dividends and cash capital increase
3. Party A sells the borrowed securities

4. Valuation and estimation of amount of income and expense
5. Lender pays the price for cash capital increase
6. Distribution of rights and dividends
7. Issue of new shares from cash capital increase
8. Return of rights and dividends
9. Return of new shares from cash capital increase
10. Party A covers short positions and returns securities
	Time of Account Entry
	Lender
	Borrower

	1. Securities firm performing other securities lending services collects collateral from the borrower of securities
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Bank deposits $210,000
Cr.: Securities lending refundable deposits $210,000
	1. Securities collateral
The fact that securities are provided as collateral should be disclosed in the notes to the financial statement.
2. Cash collateral
Dr.: Securities borrowing margin $210,000
Cr.: Bank deposits $210,000

	2. Lender lends out securities
	1. Margin purchase of guaranteed securities, or lending the securities borrowed from the securities lending system of the TWSE:
Described in the securities firm's business report. No accounting entry.
2. Lending from owned securities
Dr.: Lent securities $135,000
Cr.: Securities held for operations - proprietary $135,000
	Produce memorandum entry 

	3. Cash dividends
	A. Lending from securities owned by securities firm
12/20

Dr.: Other accounts receivable - non-related parties $1,000
Cr.: Dividend income $1,000
1/21

Dr.: Bank deposits $1,000
Cr.: Other accounts receivable - non-related parties $1,000
B. Lending from securities borrowed from securities borrowing center
(Borrower returns to securities firm, and securities firm then returns to lender of securities borrowing center)
12/20

Dr.: Other accounts receivable - non-related parties $1,000
Cr.: Receipts under custody $1,000
1/21

Dr.: Bank deposits $1,000
Cr.: Other accounts receivable - non-related parties $1,000
1/21

Dr.: Receipts under custody $1,000
Cr.: Bank deposits $1,000
	12/20

Dr.: Other accounts receivable - non-related parties $1,000
Cr.: Receipts under custody $1,000
1/20

Dr.: Bank deposits $1,000
Cr.: Other accounts receivable - non-related parties $1,000
1/21

Dr.: Receipts under custody $1,000
Cr.: Bank deposits $1,000

	4. Stock dividends
	A. Lending from securities owned by securities firm
1. Lender chooses return of securities
Lender notes that the number of securities is increased and the unit costs reduce, which will be reflected on the unit costs in future sales.
2. Lenders chooses return of cash
12/20

Dr.: Other accounts receivable - non-related parties $16,000
Cr.: Revenue from sale of securities $16,000 

1/21

Dr.: Bank deposits $16,000
Cr.: Other accounts receivable - non-related parties $16,000
B. Lending from securities borrowed from securities borrowing center
1. Lender of securities borrowing center chooses returns of securities
(Borrower returns to securities firm, and securities firm then returns to lender of securities borrowing center)
Described in the securities firm's business report. No accounting entry.

2. Lender of securities borrowing center chooses return of cash 
(Borrower returns to securities firm, and securities firm then returns to lender of securities borrowing center)
12/20

Dr.: Other accounts receivable - non-related parties $16,000
Cr.: Receipts under custody $16,000
1/21

Dr.: Bank deposits $16,000
Cr.: Other accounts receivable - non-related parties $16,000
Dr.: Receipts under custody $16,000
Cr.: Bank deposits $16,000
	1. Lender chooses return of securities
12/20 - Produce memorandum entry, noting the number of securities received as stock dividends
1/20 - Confirm the number of securities received as stock dividends
1/21 - Produce memorandum entry, returning the number of securities as stock dividends to lender
2. Lenders chooses return of cash
12/20

Dr.: Stock dividends receivable $16,000
Cr.: Other accounts payable - non-related parties $16,000
1/20

Dr.: Operating securities $16,000
Cr.: Stock dividends receivable $16,000
1/21

Dr.: Other accounts payable - non-related parties $16,000
Cr.: Bank deposits $16,000


	5. New subscription rights

	A. Lending from securities owned by securities firm
1/5

Dr.: Securities receivable $6,000
Cr.: Bank deposits $6,000
1/22

Dr.: Operating securities $6000
Cr.: Securities receivable $6,000
B. Lending from securities borrowed from securities borrowing center
(Collect price of capital increase from lender of securities borrowing center and deliver the price to the borrower to subscribe shares on its behalf)
1/5

Dr.: Bank deposits $6,000
Cr.: Receipts under custody $6,000
Dr.: Receipts under custody $6,000
Cr.: Bank deposits $6,000
	1/5

Dr.: Bank deposits $6,000
Cr.: Accounts collectible  $6,000 

Dr.: Accounts collectible  $6,000 

Cr.: Bank deposits   $6,000 


	6. Borrower sells borrowed securities 
	N/A
	Day T (12/25)
Dr.: Operating securities $170,000
Cr.: Liabilities on sale of borrowed securities - hedging (non-hedging) $170,000
Day T+2 (12/27)
Dr.: Bank deposits $170.000
Cr.: Operating securities $170,000

	7. Month end and date of balance sheet
a. Lender must valuate borrowed securities; Borrower must valuate liabilities on sale of borrowed securities.
b. Estimate securities borrowing fee (income)
c. Estimate interest expense (income)
	1. Valuation of lent securities
Dr.: Valuation adjustment on lent securities $5,000
Cr.: Gain on valuation of Securities held for operations - proprietary $5,000
(Valuation entries may be reversed at the beginning of the following month.)
2. Estimate incomes from borrowing of securities
Dr.: Accounts receivable $400
Cr.: Income from securities lending $400
3. Estimate interest expense
Dr.: Interest expenses $357
Cr.: Other accounts payable - non-related parties $357
31/365*210,000*2%=357
	1. Valuate borrowed securities
Dr.: Valuation adjustment on liabilities on sale of borrowed securities - hedging (non-hedging) $30,000
Cr.: Gain on valuation of borrowed securities and bonds with resale agreement - short sales $30,000
(Valuation entries may be reversed at the beginning of the following month.)
2. Estimate securities borrowing fee
Dr.: Securities borrowing fee $400
Cr.: Accounts payable $400
3. Estimate interest income
Dr.: Other accounts receivable - non-related parties $357
Cr.: Interest income      $357

	8. Borrower covers short position on borrowed securities
	-
	Dr.: Operating securities $175,000
Cr.: Bank deposits $175,000

	9. Borrower returns securities
	Dr.: Operating securities $135,000
Cr.: Lent securities $135,000
(Confirm 10 certificates of securities are returned)
	Dr.: Liabilities on sale of borrowed securities - hedging (non-hedging) $170,000
Dr.: Losses on covering of borrowed securities and bonds with resale agreement - short sales $5,000
Cr.: Operating securities              $175,000

	10. Pay fees relating to borrowing of securities
	Dr.: Bank deposits $634
Cr.: Income from securities lending     $234
Cr.: Accounts receivable $400
250*29/31=234
	Dr.: Securities borrowing fee $234
Accounts payable $400
Cr.: Bank deposits $634

	11. Lender returns bond to Borrower and pays interest on cash collateral
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Securities lending refundable deposits $210,000 

Dr.: Interest expenses $333
Dr.: Other accounts payable - non-related parties $357
Cr.: Bank deposits   $210,690
(60/365*210,000*2%)=690

690-357=333
	Dr.: Bank deposits   $210,690
Cr.: Securities borrowing margin $210,000
Cr.: Interest income     $333
Cr.: Other accounts receivable - non-related parties $357
    


Example 3:
Third party receives ex-rights/ex-dividends (or subscription rights of new shares) of the underlying securities (Borrower has sold securities before the ex-rights/ex-dividends date.)
1. Same as paragraphs 1 and 2 of Example 1, on December 17, 2007 Party A sold all 10 certificates of Securities X at $17 per share. December 20 is the ex-rights/ex-dividends date for Securities X and new subscription rights are granted. Cash dividends are $0.1 per share and stock dividends are $1 per share. Each share is entitled to 0.05 share for subscription, and the subscription price per share is $12. The distributed cash dividends and stock dividends are $1000 and 1000 shares, respectively. The ex-rights reference price is $16 on that day. The closing price of Securities X for December 31, 2007 is $14 per share.
2. Distribution of rights and dividends are granted on January 20, 2008, and are returned on January 21, 2008. (Assuming Borrower subscribes the shares in the number equivalent to the stock dividends at the price of $16 per share on January 19, 2009.) Securities X is entitled to 0.5 new share for subscription. On January 5, 2008 Lender indicates the intention of subscription and deposits the price to the designated account (the market price for the securities on the same day is $16) and Borrower A subscribes the shares on its behalf. The shares in secondary equity offering are issued on January 21, 2008 and the shares issued in secondary equity offering are returned on January 22, 2008. (Assuming Borrower subscribes 500 new shares approximately equivalent to the cash dividends at the price of $16 per share on January 20, 2008.)
3. On January 30, 2008 Party A buys back Securities X at the price of $17.5 per share to cover short positions and return all these securities to Party B.
 



1. Party A borrows securities from Party B
2. Party A sells borrowed securities
3. Ex-rights/ex-dividends and cash capital increase
4. Valuation and estimation of amount of income and expense
5. Lender pays the price for cash capital increase
6. Subscribe the shares in the number equivalent to stock dividends

7. Distribution of rights and dividends
8. Subscribe the shares in the number equivalent to cash capital increase
9. Issue of new shares from cash capital increase
10. Return of rights and dividends
11. Return of new shares from cash capital increase
12. Party A covers short positions and returns securities
	Time of Account Entry
	Lender
	Borrower

	1. Securities firm performing other securities lending services collects collateral from the borrower of securities
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Bank deposits $210,000
Cr.: Securities lending refundable deposits $210,000
	1. Securities collateral
The fact that securities are provided as collateral should be disclosed in the notes to the financial statement.
2. Cash collateral
Dr.: Securities borrowing margin $210,000
Cr.: Bank deposits $210,000

	2. Lender lends out securities
	1. Margin purchase of guaranteed securities, or lending the securities borrowed from the securities lending system of the TWSE:
Described in the securities firm's business report. No accounting entry.
2. Lending from owned securities
Dr.: Lent securities $135,000
Cr.: Securities held for operations - proprietary $135,000
	Produce memorandum entry

	3. Borrowers sells borrowed securities
	N/A
	Day T (12/17)
Dr.: Operating securities $170,000
Cr.: Liabilities on sale of borrowed securities - hedging (non-hedging) $170,000
Day T+2 (12/19)
Dr.: Bank deposits $170,000
Cr.: Operating securities $170,000

	4. Cash dividends
	A. Lending from securities owned by securities firm
12/20

Dr.: Other accounts receivable - non-related parties $1,000
Cr.: Revenue from sale of securities $1,000
1/21

Dr.: Bank deposits   $1,000
Cr.: Other accounts receivable - non-related parties $1,000
B. Lending from securities borrowed from securities borrowing center
(Borrower returns to securities firm, and securities firm then returns to lender of securities borrowing center)
12/20

Dr.: Other accounts receivable - non-related parties $1,000
Cr.: Receipts under custody $1,000
1/21

Dr.: Bank deposits    $1,000
Cr.: Other accounts receivable - non-related parties $1,000
Dr.: Receipts under custody $1,000
Cr.: Bank deposits    $1,000
	12/20

Dr.: Loss from securities borrowing transactions $1,000
Cr.: Other accounts payable - non-related parties $1,000
1/21

Dr.: Other accounts payable - non-related parties $1,000
Cr.: Bank deposits      $1,000


	5. Stock dividends
	A. Lending from securities owned by securities firm
1. Lender chooses return of securities
Lender notes that the number of securities is increased and the unit costs reduce, which will be reflected on the unit costs in future sales.
2. Lender chooses return of cash and recognizes collectible amount based on the ex-right reference price of securities and credits incomes from sale of securities
12/20

Dr.: Other accounts receivable - non-related parties $16,000
Cr.: Revenue from sale of securities $16,000
1/21

Dr.: Bank deposits $16,000
Cr.: Other accounts receivable - non-related parties $16,000
B. Lending from securities borrowed from securities borrowing center
1. Lender of securities borrowing center chooses return of securities
(Borrower returns to securities firm, and securities firm then returns to lender of securities borrowing center)
Described in the securities firm's business report. No accounting entry.
2. Lender of securities borrowing center chooses return of cash
(Borrower returns to securities firm, and securities firm then returns to lender of securities borrowing center)
12/20

Dr.: Other accounts receivable - non-related parties $16,000
Cr.: Receipts under custody $16.000
1/21

Dr.: Bank deposits    $16,000
Cr.: Other accounts receivable - non-related parties $16,000
Dr.: Receipts under custody $16,000
Cr.: Bank deposits    $16,000
	1. Lender chooses return of securities
12/20

Dr.: Loss from securities borrowing transactions $16,000
Cr.: Liabilities on sale of borrowed securities $16,000
1/19

Dr.: Operating securities $16,000
Cr. Bank deposits $16,000
1/21

Dr.: Liabilities on sale of borrowed securities $16,000
Cr.: Operating securities $16,000
2. Lender chooses return of cash
12/20

Dr.: Loss from securities borrowing transactions $16,000
Cr.: Other accounts payable - non-related parties $16,000
1/21

Dr.: Other accounts payable - non-related parties $16,000
Cr.: Bank deposits            $16,000


	6. New subscription rights

	A. Lending from securities owned by securities firm
1/5

Dr.: Securities receivable $6,000
Cr.: Bank deposits $6,000
1/22

Dr.: Operating securities $6,000
Cr.: Securities receivable $6,000
B. Lending from securities borrowed from securities borrowing center
(Collect price of capital increase from lender of securities borrowing center and deliver the price to the borrower to subscribe shares on its behalf)
1/5

Dr.: Bank deposits $6,000
Cr.: Receipts under custody $6,000
Dr.: Receipts under custody $6,000
Cr.: Bank deposits $6,000
	1/5

Dr.: Bank deposits $6,000
Dr.: Loss from securities borrowing transactions $2,000
Cr.: Liabilities on sale of borrowed securities $8,000
1/20

Dr.: Operating securities $8,000
Cr.: Bank deposits $8,000
1/22

Dr.: Liabilities on sale of borrowed securities $8,000
Cr.: Operating securities $8,000


	7. Month end and date of balance sheet
a. Lender must valuate borrowed securities; Borrower must valuate liabilities on sale of borrowed securities
b. Estimate securities borrowing fee (income)
c. Estimate interest expense (income)
	1. Valuate lent securities
Dr.: Valuation adjustment on lent securities $5,000
Cr.: Gain on valuation of Securities held for operations - proprietary $5,000 
(Valuation entries may be reversed at the beginning of the following month.)

2. Estimate Income from securities lending
Dr.: Accounts receivable $400
Cr.: Income from securities lending $400
3. Estimate interest expense
Dr.: Interest expenses $357
Cr.: Other accounts payable - non-related parties $357
31/365*210,000*2%=357
	1. Valuate borrowed securities
Dr.: Valuation adjustment on liabilities on sale of borrowed securities - hedging (non-hedging) $30,000
Cr.: Gain on valuation of borrowed securities and bonds with resale agreement - short sales $30,000
(Valuation entries may be reversed at the beginning of the following month.)
2. Estimate securities borrowing fee
Dr.: Securities borrowing fee $400
Cr.: Account payable $400
3. Estimate interest income
Dr.: Other accounts receivable - non-related parties $357
Cr.: interest income $357

	8. Borrower covers short position on borrowed securities
	-
	Dr.: Operating securities $175,000
Cr.: Bank deposits $175,000

	9. Borrower returns securities
	Dr.: Securities held for operations - proprietary $135,000
Cr.: Lent securities $135,000
(Confirm 10 certificates of securities are returned)
	Dr.: Liabilities on sale of borrowed securities - hedging (non-hedging) $170,000
Dr.: Losses on covering of borrowed securities and bonds with resale agreement - short sales  $5,000
Cr.: Operating securities         $175,000

	10. Pay fees relating to borrowing of securities
	Dr.: Bank deposits $634
Cr.: Income from securities lending $234
Cr.: Accounts receivable    $400
250*29/31=234
	Dr.: Securities borrowing fee $234
Accounts payable $400
Cr.: Bank deposits $634

	11. Lender returns bond to Borrower and pays interest on cash collateral
	1. Securities collateral
No account entry required. Client-specific accounts should be created pursuant to Article 9 of the Operating Rules for Securities Lending by Securities Firms. Details of each of the transactions relating to collateral should be recorded.
2. Cash collateral
Dr.: Securities lending refundable deposits  $210,000
Dr.: Interest expenses $333
Dr.: Other accounts payable - non-related parties $357
Cr.: Bank deposits   $210,690
(60/365*210,000*2%)=690

690-357=333
	Dr.: Bank deposits   $210,690
Cr.: Securities borrowing margin     $210,000
Cr.: Interest income     $333
Cr.: Other accounts receivable - non-related parties $357
    


Example 4: Borrower fails to provide required supplementary collateral
Same as paragraphs 1 to 4 of Example 1, the closing price of Securities X on January 20, 2008 is $20 per share. Party A fails to make up for the shortfall within the prescribed time limit, and Securities Firm disposes of the collateral on the following business day according to Article 32 of the Operating Rules for Securities Lending by Securities Firms:
	Time of Account Entry
	Lender
	

	1-1
In case where Borrower provided cash collateral, repurchase securities as required
	Dr.: Securities lending refundable deposits $210,000
Cr.: Bank deposits          $200,000 
(Note: price for purchase of securities)
Cr.: Other accounts payable - non-related parties  $10,000
	After repurchase of securities with cash collateral, there is still money to be returned to the client.

	1-2
In case where Borrower provided securities collateral, dispose of collateral and repurchase securities as required

	Transfers of securities as part of disposition of collateral are described in the securities firm's business report. No accounting entry.
1-2-1

Assuming the market value of Securities Collateral Y is $33. (33*0.7/20=115.5%) Disposition of Collateral Y generates an income of $330,000. The income is used to repurchase borrowed Securities X ($200,000). The remaining amount should be returned to the client.
Dr.: Bank deposits $330,000
Cr.: Bank deposits        $200,000 
(Note: price for purchase of securities)
Cr.: Other accounts payable - non-related parties    $130,000
1-2-2

Assuming the market value of Securities Collateral Y is $15. (15*0.7/20=52.5%) Disposition of Collateral Y generates an income of $150,000. Advance $50,000 from own funds to repurchase borrowed Securities X ($200,000).
Dr.: Bank deposits   $150,000
Dr.: Other accounts receivable - non-related parties $50,000
Cr.: Bank deposits       $200,000 
(Note: price for purchase of securities)
	After purchase of securities with the income from disposition of collateral, there is still money to be returned to the client.
The income from disposition of collateral is insufficient for purchase of securities. Notify the client to make up for shortfall within time limit.

	2.
Return securities
	1.
Where a Securities Firm providing securities lending services borrows securities from the securities lending system of the TWSE and acquires guaranteed securities with funds from margin purchase and short sale of securities and lends out the two types of securities, these activities are only described in the securities firm's business report and there is no accounting entry. Thus, the operation involving disposition of collateral for purchase and return of securities is also described only in the securities firm's business report.
2.
Return of securities in the case where a Securities Firm providing securities lending services lends own securities

Dr.: Securities held for operations - proprietary $135,000
Cr.: Lent securities $135,000
	

	3.
As provided in Article 33 of the Operating Rules for Securities Lending by Securities Firms (the "Operating Rules"), Borrower will be deemed breach of contract if failing to make up for the shortfall within the prescribed time limit according to Paragraph 3, Article 32 of the Operating Rules. Under such circumstance, Securities Firm lending the securities may collect a penalty at 10% of the agreed lending rate on the shortfall portion from the default date until the date of settlement.
	Continued from 1-2-2, assuming the shortfall is made up for and the required penalty is paid in 10 days:
50,000*2% (assumed lending rate)*10/365*10%=3

Dr.: Bank deposits   $50,003
Cr.: Other accounts receivable - non-related parties  $50,000
Cr.: Other non-operating revenues and gains - others    $3
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� Same as the explanation in Note 3
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