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Taiwan Futures Exchange OTC Derivative Clearing Enforcement Rules

# #o R
¥-F %P Chapter I General Principles
1.1 CGERARIE) 1.1 (Legal Basis)

AR E P RS ZRR Y D L- S These Regulations are established in accordance with Article 21,
~FE R AP R FFAL AR SR B Paragraphs 1 and 4 of the Regulations Governing Futures Clearing
- . o H d the Tai Futures Exch OTC Derivati
AR (T AL RN ) AP MR AT L - ouses and the Taiwan Futures Exchange erivative

Clearing Operating Rules.

12 (X&#M)
APRECIEL A PM o L ARERFELAE -

1.2 (Competent Authority)
The Competent Authority referred to in these Regulations shall be

the Financial Supervisory Commission.

13 (£HEZTE)
APERE 0 K BT

1. I EBRIBAAN B EBRINAANZ T RS TEWE
Bt AR R RSB A -

2. FBE AN B HE £ BB F LR (Code of Federal
Regulations, CFR) % 17 & % 23.23(a)(23)M&rr4% = U.S.
person e

3. £B# 57 (Futures Commission Merchant) : 351 £ B
WM E RS E 8 & (Commodity Futures Trading
Commission, CFTC) M A2 B E 7 -

1.

1.3 (Definition)
Offshore Chinese and Foreign Nationals: means offshore
Chinese and foreign nationals as defined by Article 3,
Paragraph 2 of the Regulations Governing Investment in
Securities by Overseas Chinese and Foreign Nationals.

U.S. Person : U.S. person generally includes, but not be limited
to definition under 17 CFR 23.23(a)(23).

U.S. Futures Commission Merchant: Futures commission
merchant registered under Commodity Futures

Commission (CFTC).

Trading
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B4 B 45 BR B 7 ( Approved Compression Service
Provider) : 4548 R0 3 A SR RUPUTE LR LI B
WA R X AMAE

FEARANEH ] (Tenor) 5 A TTAIFBEHE R 23T
1B %ﬁﬁﬁg&?ﬁﬁﬂizméﬁ'r&éﬁﬁ% FRABEZHREBEZ
MEEHD (FlloflRREELY) A FEHE (FHlh
TAIBOR ) Z #RfBH# 7 -

A7) (Base Currency) 5 & & Htk P 2 & HRES
BEHEFEMRES  RARXAEXERFFE AR
B EZIEA] -

MEGH AL FRMAZLEEE (PVOL) kA
ANES ESUES SR RoE S F S-S VIR ES 5
—fE&2 (0.01%) > HEERYHFRMAZEILLEHE -
REMRESL  HEERELHBLARUEERELZ
B -

4. Approved Compression Service Provider: means institutions
which, according to TAIFEX's announcements, are permitted
to execute compression of clearing transactions.

5. Benchmark Interest Rate Tenor: means tenors quoted by
valuation curves with relatively good liquidity for interest rate
clearing transactions or common interest rate products with
regular quotations (such as interest rate swaps) or by
benchmark interest rates (such as TAIBOR).

6. Base Currency: means clearing margins and clearing margins
payable on clearing accounts converted to currencies specified
by TAIFEX at exchange rates published by TAIFEX.

7. Basis Point Value (PVO01): means changes in net present value
of a clearing transaction in response to one basis point (0.01%)
interest rate change for different tenors according to the
valuation curves constructed by TAIFEX for interest rate
clearing transactions.

8. Excess Margin: means any excess of the clearing margin

balance over the required clearing margin.

Chapter I Clearing Members

$—8 SE g8 FHRGNF Section I Eligibility of Membership
211 (£EE4 B am) 2.1.1 (Clearing members are limited to financial institutions)




AL PHARLEFFIAEERT SEY BE K
(T AR R E) g F M P
CEEARSLEAR EFR
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EpPE o >R

Financial institutions applying to TAIFEX for engaging in
clearing operations of OTC derivatives (hereinafter referred to as
clearing operations) shall be those which have been approved by
the competent authority to engage in derivatives trading or handle
and have obtained TAIFEX clearing

membership qualifications.

derivatives operations,

212 (HEGBHANAEHRKE)

Bz £ 40 & 5 7 5= f8¢
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2.1.2 (Classification and business scope of clearing members)

Based on the scope of business, clearing members of TAIFEX
can be classified into:

1. Individual Clearing Member: Handles clearing operations of
proprietary OTC derivatives.

2. General Clearing Member: Handles clearing operations of
proprietary and client OTC derivatives.

For a clearing member being a branch established within the
territory of the R.O.C. by a foreign financial institution, if its
clearing operations of proprietary derivatives involve trading by
the head office or other branches, the head office shall issue a
commitment letter stating its obligation of jointly performing

clearing and settlement.

2.13 (ﬂﬂﬁd* E% B oA
Bl &7 7)iEi

L&@?ﬁtﬁ%E@&i%:—LﬁiofﬁﬁT5W%%4
q:

2.1.3 (Financial
members)
Individual clearing members of TAIFEX shall meet the

requirements of individual clearing

following criteria:




(1) X E€R ez Fafid ad » B 1. Required minimum paid-in capital of NTD 2 billion. However,
BABIT 2P A R ERER D P KT exception applies under any of the following circumstances:
LFAF LML RAT > 2 AP (1) The clearing member is a subsidiary of a financial holding
NE RS REHFUEE R LB company prescrl"bed n .th.e “Flnanc.lal. HOldll;lg Company
. Act.” The required minimum paid-in capital of such
KArA M F E . . . . .

financial holding company or foreign financial holding

@) Hr R FRafrilhsd Ak company is NTD 2 billion or above, and it will issue a
TP EMFRTAELATLT R~ guarantee letter to TAIFEX to guarantee its performance of
Forn AP M ERES FRBFZESR such clearing member's obligation and relevant
¢ R 2B ERAUABZEAPHF E o responsibilities to handle clearing and settlement.

(B) REERZTHMe&BBPHZZ LARNE P K (2) The clearing member is a subordinate company as
LN IS RSN NI prescribed in the “Company Act.” The required minimum
FRAM L RANT 2 e AP DR KE paid-in capital of such controlling company is NTD 2 billion
TR T g R BB AR or above, ar'ld it will issue a guarantee letter 'to TAIFEX to

y o+ ) guarantee its performance of such clearing member's
FABFE obligation and relevant responsibilities to handle clearing
2.Mir 5 i and settlement.

(1) SE &R s8F FOoORFT AR LS @E] (3) The clearing member is a branch established within the
A2 BET e territory of the R.O.C. by a foreign financial institution

(2) 2 ¢R 5w ¥ FOoOEF AR ESFAEHER according to the law. The required minimum paid-in capital
BAZZF ~EREWFDEMNE A= o of the head office is NTD 2 billion or above, and it will issue

(3) BEER 2w 35 P H O FF A RS a commitment letter to TAIFEX stating its commitment to
WO AL S F e jointly perform such clearing member’s obligation and

relevant responsibilities to handle clearing and settlement




(4)

(5)

(6)

(7)

(8)

3. %
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2.

Financial structure

(1) Ifthe clearing member is a bank, its-Capital Adequacy Ratio
shall not be less than 10.5%.

(2) If the clearing member is an insurance enterprise, its Risk
Based Capital Ratio shall equals or exceeds 200% and Net
Worth Ratio shall not be less than 3%.

(3) If the clearing member is a securities firm, its Regulatory
Capital Adequacy Ratio shall equals or exceeds 200%.

(4) Ifthe clearing member is a bills finance company, its Capital
Adequacy Ratio shall not be less than 8%.

(5) If the clearing member is a futures commission merchant
that concurrently operates as a leverage transaction
merchant, its adjusted net capital shall not be less than 30%
of the total amount of customer margins required for the
open positions of futures traders.

(6) If the clearing member is a subsidiary of a financial holding

company prescribed in the “Financial Holding Company

Act,”

adequacy ratio calculated and reported by a financial

the capital adequacy ratio of such a group capital

holding company or foreign financial holding company
shall not be lower than 100%.
(7) If the clearing member is a subordinate company prescribed
in the “Company Act,” the financial structure of such

controlling company shall meet the provisions of Items 1 to




5 of this subparagraph according to the type of business to
which it is attributed.

(8) If the clearing member is a branch established within the
territory of the R.O.C. by a foreign financial institution
according to the law, the financial structure of the head
office shall meet the provisions of Items 1 to 5 of this
subparagraph according to the type of business to which it
is attributed.

3. OTC derivatives Default Fund

(1) Clearing members are required to contribute to TAIFEX the
OTC derivatives Default Fund of NTD 20 million prior to
engaging in clearing operations of OTC derivatives.

(2) Clearing members are required to contribute to the OTC
derivatives Default Fund based on the amount computed by
TAIFEX subsequent to engaging in clearing operations of
OTC derivatives.

The formats of the guarantee letter or commitment letter
prescribed in items 1,2 and 3 of preceding sub-paragraph under
paragraph 1. shall be announced by TAIFEX additionally.

214 (—#&H &8 Mism)

L = SR E

2.04 7% B 4

2.1.4 (Financial requirements of general clearing members)
General clearing members of TAIFEX shall meet the

following criteria:

1. Required minimum paid-in capital of NTD 8 billion.

2. Financial structure
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(1) If the clearing member is a bank, its Capital Adequacy
Ratio shall not be less than 10.5%.

(2) If the clearing member is a securities firm, its Regulatory
Capital Adequacy Ratio shall equals or exceeds 200%.

(3) If the clearing member is a futures commission merchant
that concurrently operates as a leverage transaction
merchant, its adjusted net capital shall not be less than 30%
of the total amount of customer margins required for the
open positions of futures traders.

3. OTC derivatives Default Fund

(1) Clearing members are required to contribute to TAIFEX
the OTC derivatives Default Fund of NTD 30 million prior
to engaging in clearing operations of OTC derivatives.

(2) Clearing members are required to contribute to the Default
Fund based on the amount computed by TAIFEX
subsequent to engaging in clearing operations of OTC

derivatives.
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2.1.5 (Adequate personnel required for clearing operations)
Clearing members shall appoint at least 1 Supervisor to manage
the following matters:
1. Personnel in an adequate number shall be appointed to handle
clearing operations of OTC derivatives.

2. Appoint competent specialists to conduct clearing operations.
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3. Personnel conducting the collection and payment of Margin and

Settlement Amount, cashiers and accountants shall not
concurrently serve one another's positions.

4. The company applying to become a general clearing member
must appoint competent specialists to engage in client clearing
operations.

Clearing members must compile a list of supervisors and
specialists conducting clearing operations prescribed in the
preceding paragraph to file a registration with TAIFEX prior to
launching clearing operations. Any changes to the aforementioned

list shall be filed with TAIFEX within 5 business days.

216 (HE&BHREHES)
SRR MAEEY REERLZHE 2 ARG AR
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2.1.6

members)

(Premises and equipment requirements of clearing

The premises and equipment of clearing members engaging in
clearing operations of OTC derivatives must meet the following
criteria:

1. Premises for handling clearing operations.

2. Installation of information equipment for handling clearing
operations.

3. Completed connection with TAIFEX's OTC clearing system.
Completed connection with TAIFEX-approved trade
confirmation platform.

5. Designation of specialists and installation of hotlines to contact

TAIFEX.




2.1.7 (Clearing members are required to issue a negative
qualifications statement for the applicant of the clearing
member)

A company intending to apply to become a clearing member
shall issue a Declaration of non-violation of any disqualification to
TAIFEX, and the content of the aforementioned statement will be
announced by TAIFEX additionally.

218 (#HEGBEITIIANIREHRHE)
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2.1.8 (Clearing members are required to establish an internal
control system)
Clearing members shall establish an internal control system
pursuant to the rules and regulations of clearing operations
prescribed by the competent authority and TAIFEX.
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2.1.9 (Reporting and corrections by clearing members failing
to meet membership criteria constantly)

A clearing member failing to meet the criteria prescribed from
Articles 2.1.3 to 2.1.8 shall file a report with TAIFEX before the
10th day of the next month and make corrections before the set
deadline.

For a clearing member failing to meet membership criteria as
mentioned in the preceding paragraph, TAIFEX may adopt the
following measures:

1. A letter to be sent to the clearing member requesting the reasons
for the failure and a concrete improvement plan, and provision

of the latest finance-related data.




A letter to be sent to the competent authority.
To conduct inspections when necessary to gain an understanding
of the financial and business health of the clearing member, and

follow up with further guidance.

2110 (EE B RAEFEHAOMBASIEHIEIR
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HEECRFANHFRLY 213 1AE 1
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2.1.10 (Disposal in cases where clearing members fail to meet
financial criteria and shall improve within specified period)
A clearing member failing to meet the criteria prescribed in
Subparagraph 1 or 2 under paragraph 1 of Article 2.1.3 and
Subparagraph 1 or 2 of Article 2.1.4 shall make corrections within 3

months.

2.1.11 (Disposal in cases where clearing members fail to
contribute to the OTC derivatives settlement fund constantly
according to the regulations)

A clearing member failing to contribute to the OTC derivatives
Default fund according to the Clause 2 under Subparagraph 3 under
paragraph 1 of Article 2.1.3 and Clause 2 under Subparagraph 3 of
Article 2.1.4 shall make corrections within 15 days.

FSEERAEEY BT EBRE > ARy 213 0%
$ 15 35% 20 A% 214E%35% 20 R
SRR EEE L R S
LI ppEg o

2112 (BEGBAR - b uBd B REHESLE
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EEECRANFEB LY 215 FELFH 216 %
2 REFEFZ - F o AP H B B PR

2.1.12 (Disposalin cases where the premises and personnel of
clearing members fail to meet membership criteria constantly)
A clearing member failing to meet the criteria prescribed in
Article 2.1.5 or Article 2.1.6 shall make corrections within 1 month.

10
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2.1.13 (Disposal in cases where clearing members fail to meet
financial criteria)

Clearing member involved in conditions prescribed in Article
2.1.10, TAIFEX may impose an additional clearing margin or
suspend a part or all of the OTC clearing operations.

If the clearing member meets TAIFEX’s criteria of clearing
membership, TAIFEX may, depending on the condition, cancel its

imposition of the additional clearing margin and suspension.

2114 (B EGERFEST G RENTRMAEHEA
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2.1.14 (An extension of the deadline by clearing members
failing to make corrections before the deadline with justifiable
cause)

A clearing member failing to make corrections before deadline
with justifiable cause may apply to TAIFEX for an extension before
the deadline; such an extension shall not exceed the provisions of
Articles 2.1.10 to 2.1.12, and shall be granted once only.

2115 (B E G B AL ERLEBD KT BT BIEME
# K ILHEEBEER)

2.1.15
member fails to meet criteria, fails to make corrections before

(Termination of clearing membership if a clearing

the deadline, or still fails to meet criteria after corrections)
Subsequent to the setting of a deadline for correction by
TAIFEX, if a clearing member fails to make corrections or still fails
to meet the criteria for clearing membership after it made
corrections, TAIFEX will terminate its clearing membership

immediately.

11




L PAp e L B S FHELE - BPR LA A clearing member that fulfills either of the circumstances
LT EEER FHRIER below shall be deemed as still failing to meet the criteria after it
2. 57— E PP L S HeE = K o made corrections:

1. After the clearing member made corrections to meet the criteria
before the deadline, it fails to meet the same criteria for clearing
membership again within a month.

2. The clearing member has been required to make corrections
following the setting of a deadline as many as three times in the
past year.

2116 (AndiF LS54 8 A2 Fd) 2.1.16 (Reasons for TAIFEX’s termination of a clearing
&5 g ﬁ THAHEL- o AP WKL AR membership)
R T A RN TI G - If any of the following circumstances exist with respect to the

clearing member, TAIFEX may terminate its clearing membership,
.nprssmmﬁ NP F A A & g | ¥ P
and handle the matter according to Article 54 of the Futures

Trading Act:
1. A relevant authority has revoked the clearing member's
Po {5 4L 3| R I3 ° . . . .
Pl & company registration or dissolved the clearing member.
ER A A PN AL S Fres @3 # | 2 The competent authority has issued an instruction revoking the
= —‘ﬁ ° clearing member's operation license.
6. F * 2> 7 £/ R EMRRLP AR £ R -2 > | 3. Theclearing member has been pronounced bankrupt by a final
Ao E - JFT . court ruling.
7HEE A FLREBET L 0 LRE AL ;[5 . 4. The' cleiarmg member fails to perform clearing and settlement
PN < 5 obligations.

12




5. The clearing member violates a law or regulation or continues
to fail to comply with administrative orders by the competent
authority based on laws and regulations.

6. The clearing member violates the Articles of Incorporation or
OTC Operating Rules of the Taiwan Futures Exchange
Corporation, or other rules or regulations, and the
circumstances are serious.

7. The clearing member's clearing or settlement practices violate
good faith and integrity in a manner sufficient to harm others.

8. The clearing member is unable to meet the criteria of TAIFEX's
clearing membership and, following an inquiry by TAIFEX and
the setting of a deadline for correction, the clearing member
fails to make corrections or continues to fail to meet the criteria

after making corrections.

% -

HECBRPHES

Section II Application Procedures to Become a Clearing
Member

2.2.1 (Documents required for an application to become a
clearing member)
An application to become a clearing member requires the
following documents to be filed with TAIFEX:
1. An application form.
2. Company registration Certificate.
3. Documents evidencing permission by the Competent Authority

to engage in derivatives trading or handle derivatives operations.

13
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10.

11.

A business plan specifying: principles of business operation; risk
management measures for head and branch offices; internal
organization and internal division of labor within the
organization.

The company's internal control system.

Declaration of non-violation of any disqualification.

The financial report audited and attested by CPAs for the latest
fiscal year or the most recent period.

If the clearing member's application is subject to Paragraph 2 of
Article 2.1.2 and Clause 1 to 3 under Subparagraph 1 under
Paragraph 1 of Article 2.1.3, it shall provide a guarantee letter
issued by the financial holding company, foreign financial
holding company, or controlling company, or a commitment
letter issued by the head office, and the financial report audited
and attested by CPAs for the latest fiscal year or the most recent
period.

A list of directors and board of board meeting minutes, or a letter
of consent signed by an officer authorized by the head office in
the case of the branch of a foreign bank in Taiwan.

A list of supervisors in charge of clearing operations of OTC
derivatives and specialists conducting clearing operations.
Declaration stating completeness of tests conducted with
TAIFEX's OTC clearing system and the TAIFEX-approved trade

confirmation platform.
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12. Other documents as required by TAIFEX.
222 (¥HZHRBHBEEZRE) 222 (Modification procedures for applications and
S B¢ R kA F RN FE 2 2E A ;\; rejections of applications)
TR A B RSP UG WP A R AT If the application documents submitted by the clearing member
AP EEE A e according to this Chapter are incomplete or have insufficient
information and so TAIFEX schedules a deadline for modification,
but such company fails to complete the modification before the
deadline, TAIFEX may reject such an application.
223 (IMERZFHFEMHEMER ¥ XFAR) 2.2.3 (All documents shall have Chinese versions)
BEERRARTRN LY FE B2 i If the application documents submitted by the clearing member
'%lz DR 2R Aot BB v A g according to this Chapter are prepared in foreign language, a
translated Chinese version shall be submitted as well; in case of
discrepancies between the foreign language and Chinese versions,
the Chinese version shall apply and prevail.
224 (H3iTHERHRYBEEZEMH) 2.24 (Documents required for signing of clearing
LEERBU AP ETRERUTYE RAE A agreements)
R A clearing member intending to enter into a clearing agreement
= :
kP % 5 ? KR E s sl A with TAIFEX shall prepare the following documents:
2 N 1. Documents evidencing the deposit of OTC Derivatives
P Default Fund in accordance with the TAIFEX’s clearing
o o .
2 membership.
BB GREP FLEN R 2. Signature card.
sEA P RL RN E 3. Documents evidencing payment of the registration fee.
4. Other documents as required by TAIFEX.

15




225 (MEWMESE B S iTRSRY) 2.2.5 (Entering into a succession agreement with another
B g R TR g ’FTJF K jﬁ B clearing member)
BT BEERR oA 0o If a clearing member has entered into a succession agreement
P 1 Vin o
with another clearing member, it shall file a report with TAIFEX
within 5 business days after entering into the succession agreement.
I BECBEAEML S AHRASEEHR Section II'  Conversion of Criteria of Clearing Membership,
Merger, and Transfer of Business
231 (HEecEae 8 AR EMIEEE) 2.3.1 (Information of conversion of membership criteria by a
HE g R FEHERTHR RS LHEEEE R clearing member)
FHEE o F kT SR AR The clearing member intending to apply to convert its
N R e = -
&5 ERFH membership criteria shall meet the membership criteria before
T - i i conversion and conduct the following matters:
BHEeARRATIEHR AR FH o . :
1. Criteria of clearing membership
(1) %%éﬁ?%ﬁﬁ@%3° - | - '
An application by a clearing member requires the following
(2) TFEAREH SR ER T HERP # % 2 | documents to be submitted to TAIFEX:
BEAFE PR 2 L BHEH PR | (1) An application for conversion of criteria of clearing
AR ERR G A2 membership.
3) 2 A% A SR R L AEEET T Y1 2 | (2) Board meeting minutes, or a letter of consent signed by an
+ ¥ F T =
B EBM G ED S EP 2 2o officer authorized by the head office in the case of the branch
(4) B L =BT G2 EP AP S & of a foreign bank in Taiwan.
(5) i hnP R ik _— (3) Document or declaration evidencing completeness of handling
o BN = B ,_:_L = o
. !;; o client margin and position, and discharging any responsibilities
e ‘fp— - ' ) and obligations between clients and clearing member.
—REELCAPHRBAENGEE A RRLOLE PR
LS A ARAERBA MEE PR ZRELSBAIM

16
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R Ty L LEBRPE BTz R PpEERE | (4) Document or declaration evidencing completeness of
o terminating client clearing agreement.
3 AL S E A & (5) Other documents as required by TAIFEX.
(1) BHSEEERY @ -RBEER% & 2. Client margin andposition | |
n ; L ) . If a general clearing member applies to convert into an
HRELRTRLoeR )Tﬂ EoREEERT individual clearing member, it shall notify its clients and handle
B i LT R R RS A £ AT clients’ positions and margins, and terminate client clearing
(2) -~ BSH R GFH#EBHSEER '*Ff * % | agreements prior to the effective date of membership conversion.
REPFR R EH 0 T N ERE g R T2 % | 3. OTC Derivatives Default Fund
pie > ZBYSY R FHRESY 54w %8 | (1)If an individual clearing member applies to convert into a
LB L E AL L general clearing member, it shall contribute to the OTC
derivatives Default fund based on the criteria for general
clearing members prior to the effective date of membership
conversion.

(2) If a general clearing member applies to convert into an
individual clearing member, it shall complete procedures in the
preceding subparagraph first before it applies for a return of the
OTC derivatives Default fund based on the criteria for
individual clearing members subsequent to the effective date of
membership conversion.

232 (£E e840 EMEEE) 2.3.2 (Information in case of a merger of a clearing member)
HEHEREG L H TR kT R LSRR The clearing member must comply with the following
LE R TR provisions in case of a merger:
(1) WETa3 B0 hampde 1. Criteria of clearing membership

17




I TEERTSH - HEERFIRMeERP % (1) An application by a clearing member requires the following
BAARBM R Z AL BES > TR documents to be submitted to TAIFEX:
BEBARNEFLE AL I.  Board meeting minutes, or a letter of consent signed by

I, 24 % 16 % M 2 R 4 AT 7 % an officer author'ized by tl.le h62.1d office in the case of the
G ATBM AL ED A RP S O . branch of a foreign bank in Taiwan.

II. Document or declaration evidencing completeness of

HI #2322 Sri&ngmdsn i handling client margin and position, and discharging any

V. B g 2@ RUBHR N2 B responsibilities and obligations between clients and

2) 3FREEREAREgRTRFEY2Z TR Clearing member.
s B e R FRIEE I1l. Document or declaration evidencing completeness of

B) #L2RBEFEHEFTHRLFFLATKERBPB terminating client clearing agreement.

LE i d L RE ER Jﬁ B NI S IV. Other documents as required by TAIFEX.
z ¥ # i FER TR 2 A surViVir'1g clearing me'mber can maintéin .its clear%ng

4) W § T IR S IR membersh%p and shall continue to meet the criteria of clearing

B R R T membership | | |
(3) A surviving company without clearing membership or a newly
established financial institution intending to become a clearing
member after merger shall file an application pursuant to
2R RFEEE T Section II. Application Procedures to Become a Clearing

HRBEACERBOEEPNAHAEBA WEEPLIRP Member.

ZALBABBBRIMBATA LR BR Ty b & s T pE | (4) A dissolved clearing member shall apply to terminate the

Kz Bp AR Ry clearing membership according to Section IV prior to the

3.0 3 BE mRBm AR N reference date of the merger.

2. Client margin and position

18




HARERGERNSHRARERN - MEAALERP, Z/RE A dissolved clearing member shall notify its clients and handle

ABMEBMMENE LI XBEEY > BRI BEE ST RY . clients’ positions and margins, and terminate clearing agreements
AR L L A4 prior to the reference date of the merger.

(1) T’ ééji%,é; ﬁ)ﬁ; ’\L‘ ]z} E'E'EB 311 ’ |z: g ﬁ
ke AP HE RS E AL
(2) Wi=%

3. Proprietary margin and position
A dissolved clearing member shall handle proprietary
positions, margins, and terminate clearing agreements prior to the
reference date of the merger.
P Acrdfe s pd o 4. OTC Derivatives Default Fund

(1) A surviving clearing member must contribute to TAIFEX the

Asis 2 Ryl s
=

OTC derivatives Default fund based on the membership criteria
prior to the date of the merger.

(2) For the OTC derivatives Default fund and interests accrued
paid by the dissolved clearing member, TAIFEX will return
such fund after such dissolved clearing member completes the
procedures according to Section IV Application to terminate

clearing operations and membership.

2.3.3 (Information in case of a transfer of business of a

233 (LHE4 B2 LR mmEwEEE) clearing member)
2 z A clearing member must comply with the following provisions
i

SEE¢R3 P EEELRFE R . . . . .
< e when encountering a transfer of business involving clearing
&R 7| & ’;‘ie' = .
operations:
1L.2% ¢ A F# o . .
1. Criteria of clearing membership

(1) An application by a clearing member requires the following
documents to be submitted to TAIFEX:
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(4) FEe b g R X REARP > 2R
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BALECERBIOEEPNEERALERA HERR

PRP ZARHELBBRIMBATA L RBEF T P& AR

BPHEITZEPEERERY -

3. 7 BERELE
RO AeARNERRAREA O MEA AL AR, X
FRELBHERIIMRATR L IBBRF T SR LLEHFREE

I.  Board meeting minutes, or a letter of consent signed by
an officer authorized by the head office in the case of the
branch of a foreign bank in Taiwan.

II. Document or declaration evidencing completeness of
handling client margin and position, and discharging any
responsibilities and obligations between clients and
Clearing member.

I1l. Document or declaration evidencing completeness of
terminating client clearing agreement.

IV. Other documents as required by TAIFEX.

(2) An succeeding clearing member may maintain its clearing
membership and shall continue to meet the criteria of clearing
membership.

(3) An succeeding company without the clearing membership
intending to become a clearing member shall file an
application pursuant to Section II. Application Procedures to
Become a Clearing Member.

(4) A transferring clearing member shall apply to cancel the
membership according to provisions of membership
cancellation in Section IV Application to terminate clearing
operations and membership prior to the date fixed for the
transfer of business.

2. Client margin and position
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4B EE K4 A transferring clearing member shall notify its clients and

REEER )'%,‘« S O I g i handle clients’ positions, margins, and terminate client clearing
Bt AP G I,,i AL A4 agreements prior to the date fixed for the transfer of business.
e R
) 3. Proprietary margin and position
ﬁf%ﬁﬁﬁ%7EW¢i% hgzd pricily e 2ae b .
) A transferring clearing member shall handle proprietary
Lo AP HE A aamE S92

clearing positions, margins, and terminate clearing agreements prior
to the date fixed for the transfer of business.
4. OTC Derivatives Default Fund
(1) An succeeding clearing member shall contribute to TAIFEX
the OTC derivatives Default fund based on membership criteria
prior to the date fixed for the transfer of business.
(2) For the OTC derivatives Default fund and interests accrued
paid by the transferring clearing member, TAIFEX will return
such fund after such member completes the procedures to

terminate clearing operations and membership.

HECRERITEPLEE Enmrs a8 T4 Section IV Application to terminate clearing operations and
membership
(EEcaRILEFHEE L EMIEER) 2.4.1 (Information on termination of clearing operations and

¥R % B¢ RE ¥, e T 5% gys | membership)
Clearing members must comply with the following provisions

Lo L when terminating clearing operations:
Y g B T g g op

1. Criteria of clearing membership

(1) A clearing member taking the initiative to apply to terminate

¢ & ¥z YT e S N o2 ' ‘
B2k i * ¥ B A clearing operations shall apply to TAIFEX no later than the
Fad B E R TR

21




(2) #=p FY L P REERE B AT 10th business day prior to the date of termination of clearing

*~
A H IR MY SRR REERTF operations.
1, P EN AL PR R B B BEE (2) A clearing member been ordered to terminate clearing
P ﬁ BB LB E B G R S operations shall return the clearing agreement and the clearing
. s membership certificate before the deadline advised by
20 R E R R TAIFEX; such a clearing member shall terminate its clearing
HETRBERAEP RELRTHERF A MWLE agreements and cancel clearing accounts earlier before the date
P kP ZARE SR AR E RS RFE > B of termination of clearing operations designated by TAIFEX.
EOEP RTXEPEARTNRGEERP - 2. Client margin and position
3.pF R EFEEZ I Such clearing member shall notify its clients and handle clients’
SE S BREMNKILEPLEE L% AR T A A LA ME S > | clearing account positions, margins, and client clearing agreements,
(R ABEBR MR ITEL XS Ty & EE 32 terminating accounts prior to the date of termination of clearing
W PLIEAEPE P o operations.

3. Proprietary margin and position
Such clearing member shall handle proprietary clearing

position and margins, terminating clearing agreements and accounts

v prior to date of termination of clearing operations.
FFHEEAE 4. Collection of the OTC derivatives Default fund
(2) BF¢R B2 B B EEH 4 4% | (1) Such clearing member must fully fulfill its obligations of
B REEERp L ppikEAKETN B settlement and payment derived from OTC clearing operations
FARR > TTRHTEI e AP G4 at TAIFEX before it may apply return of its OTC derivatives
T o Default fund.

(2) Such clearing member shall make an announcement that

creditors of its clearing operations may claim rights according
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W LE R ELREY BB Enp w08y A to the law within 30 days after the termination of clearing

LE R HERF BEER P RRAL DR operations. If no disagreement arises after such period, Such

BRI LA EREABEAHL T E clearing member may submit affidavits to TAIFEX to apply
for the collection.

In case of a default by other clearing members prior to the date
of termination of clearing operations designated by TAIFEX, such
clearing member shall still be subject to the shared default loss
stipulated in Article 58 of TAIFEX OTC Operating Rules.

242 (HE BRI EREHEZEZN) 2.4.2 (An application to terminate the membership by a clearing
LE ¢ R M B E e R FHRoOBI BN R member requires the following documents)
BEEBP AL L BYEp e k2P o B .Aclearing me.mber taking the initiative to apply to terminate
G T A sep 5T Al p R Jﬂz cleér1ng membe'rshlp shall apply to TAIFEX no late'r than the .IOth
business day prior to the date of termination of clearing operations,
lLgb g Riprz it 7 B8 f3rp - o . y
membership withdrawal would be effective on the later day of:
2AFPGAEEANELRHERETE I RS 1. Designated date of termination of clearing operations by such
Feraanrlp e clearing members.
mAY o k& TG E 2. The business day when the clearing member has closed out all
R EREHTRY FF - its proprietary and client positions and margins, and fulfil all
BEERIH BT ER LI RA PSR AR clearing obligations.
BB ] X =2 A 2 Jf? ;[5 s E L s e 3% 4 4 R An application to terminate the clearing membership requires
R N IR the following documents to be submitted to TAIFEX:
Bz 1. An application for clearing membership cancellation.
BECRTHREPS -
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2. Board meeting minutes, or a letter of consent signed by an
officer authorized by the head office in the case of the branch of
a foreign bank in Taiwan.

3. The clearing agreement.

4. The clearing membership certificate.

243 (Announcement of cancellation of clearing
membership)

A clearing member applying to terminate its clearing membership
shall, within 5 days after the receipt of a notification letter by TAIFEX,
announce the date of termination of its clearing operations and enclose
such announcement in the letter to be sent to TAIFEX. The same
applies to the clearing member receiving TAIFEX’s notification to
terminate its clearing membership.

In case of the termination of clearing operations by the clearing
member prescribed in the preceding paragraph, TAIFEX shall

announce it to the market immediately.

IR RIRESRY BEER

Chapter 3 Account segregation and client clearing

operations

B SRR

Section I Clearing Accounts

3.1 (A3 ERBEE&EEP)
AP REEERY LS TR E Y
WA KRBEERAFEBYESNG > ABAESR
FERp7RENESZBRESREERS Y€
H

”
*‘2‘;
=8
e
(\x.
™
T
iy
=
i
H »
34
e
peits
=\
-3
&
i
\,Vq
b
@
i‘i

3.1.1 (Clearing accounts opened by TAIFEX)
According to the account details and daily settlement type filed
by the corresponding clearing member, TAIFEX will, by clearing

member and by individual customers, open clearing accounts for
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TR EEE S 2 %% o p Y dRp - 4 % p &k | proprietary and individual client accounts. Clearing members shall
¢ R AP A ke B S A S carefully check all details to avoid errors or missing data.
R Jﬁ C kP EAE A2 - The account w1‘11 be effective on the ne.xt business day of the
BEER YA B EE S o R R e .ﬁlmg date 01-‘ the designated date by the clearing mem‘t.)er: HO\fvever,
AP B RE A - A AR R if th.e c.learmg membe-r has made an erroT or 0m1SSlon-1n the
3 application, TAIFEX will postpone the effective date accordingly.
R When applying to TAIFEX to cancel clearing account, clearing
member must fully fulfill its obligations of settlement, payment,
etc., derived from clearing operations at TAIFEX before it may
apply to TAIFEX for its clearing account to be canceled.
312 (BECBREAAREPIERL) 3.1.2  (Proprietary and Client accounts opened by clearing
:sgs:gﬁ;,@gg»ﬁa%wmw”,gajagﬁg member)
4 Ep B ? Mz g EEAETA o ¢learing member must separately ope?n' proprieta.ry and
BEBEER I R AE B AS R individual client achount and record the positions, margins and
e A A T? T 1‘# - T#» TN other account d.etalls each day. | |
If a clearing member under the preceding paragraph is a
ﬁﬁg R ;ﬁ RS R branch established within the territory of the R.O.C. by a foreign
FooAERER GRS - financial institution, and handles proprietary clearing operations
BEERREpFLEARS e AP Y for the head office or other branches, it shall separately open
e 2 T2 Eop R HRIFTR - proprietary accounts for the onshore and offshore institutions.
WO Y OARHE S E R B g Az » 5 2 RA When opening an account, clearing member shall file the
SERMYFR jﬁ 3 5 N clearing account information for the proprietary and individual

client account with TAIFEX according to the rules in the preceding
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Article. The same applies to all subsequent change and
cancellation.

When the clearing member or its client is U.S. person or U.S.
Futures Commission Merchant , the clearing member shall state on

the account information filed the clearing member.

303 (#eL&EEpEBASEHED) 3.1.3  (Change of daily settlement type for clearing accounts)
R FR LR BEHE S E p BEFA R Clearing members applying to TAIFEX for changing the daily
EIERE settlement type shall follow the instructions below:

REN T I AT E N 1. Applications are accepted between 8:30am to 5:00pm on
TAIFEX business days.

2. Clearing members shall specify the clearing accounts for which
the daily settlement type is to be changed.

3. Daily settlement type can only be changed from CTM to STM.

3HF P R EHAES FRAFL FFED - Clearing members who have one of the following

SEER T TAFEL- 'R Y 3% L % % | circumstances are not allowed to apply to change the daily
tE 2 & op A settlement type:

1LY 8¢ R T A2 R EHA0 %I L2 if 1. The clearing member is deemed to be in default as provided in
e i Article 53 of the Taiwan Futures Exchange OTC Derivative
TREHFEFZ - o _ .

2EEWE S BE S T A BEER Y Wi Clearing Operating Rules.

2. When clearing account is a client account, the client has been

reported to be in default by the clearing member.
AP n e - B GFERIEFFAI P %

o ¥ oL F & OE kA A & TR, yo2LF . . . . . .
e frEsEE"FpelylRg Fx 254 operation from the deadline of application to daily closing, and
p pp y g

TAIFEX will execute the daily settlement type change

calculate the amount of variation margin and mark-to-market
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L EpREHFEANGE BRERESH R 4L £ % e | difference that should be returned or received after the daily
HEBIEE &3 - settlement type is changed.
5 REeEP Section I  Margin Accounts
321 (RN HziFEHELEL) 3.2.1 (Margin accounts opened by TAIFEX)
AP PR LY g AR Eded %2 For the deposit, payment, and disposal of funds and securities

W fe i 2 s BN BEREFAE B ERXER

between TAIFEX and clearing member, TAIFEX may open margin
accounts with settlement banks or other institutions, in order to

segregate margins of clearing member and assets of TAIFEX.

£ REEERFHRELS AT PG FT AL S
%i o
322 (AN Mafimsipn Ry cER)
AXPREIRAFEI AL BEEFRERE L 2

TETZEY BPP TR
1“$E§ﬁ‘§$2€M;@w IERP R T e ER
SHEZEE BRI LAY - R R A
GAEAHEEEFEREE AL SN LK
AR S EAREE e B RR DT TR

2A 2P FERFT R R REIARGFANE B PR E
%Egﬁaﬁﬁﬁﬁ,@¢%H@”?ﬂ’%ﬁﬁ
ERAE N N TR

3.2.2 (Agreement between TAIFEX and settlement bank)

TAIFEX shall enter into agreements with the settlement bank
and other institutions with which TAIFEX opens margin accounts
to establish the following terms and conditions:

1. Where TAIFEX freezes or transfers funds and securities in a
clearing member's OTC derivatives clearing margin account in
accordance with Article 54, Paragraph 3, Subparagraph 3 and
Article 56, Paragraph 1, Subparagraph 2 of the Taiwan Futures
Exchange OTC Derivative Clearing Operating Rules, the
settlement bank and other institutions shall proceed according
to TAIFEX's instructions.

2. Where the information is needed for it to conduct business,
TAIFEX may require settlement banks or other institutions to

provide details of clearing members' OTC derivatives clearing
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margin accounts, and the settlement banks or other institutions

shall provide assistance as appropriate.

3.2.3
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3.2.3 (OTC clearing margin accounts opened by clearing
members)

For the delivery of funds and securities with TAIFEX,
clearing members shall open separate OTC derivatives proprietary
clearing margin accounts and OTC derivatives client clearing
margin accounts for NTD, multiple currency, and securities
deposits at settlement banks or other institutions designated by
TAIFEX. The number of such institutions to be named by each
clearing member with TAIFEX shall not exceed two.

The agreements entered into by clearing members to open the
aforesaid OTC derivatives clearing margin accounts shall provide
the following:

1. Where TAIFEX freezes or transfers funds and securities in the
clearing member's OTC derivatives clearing margin account in
accordance with Article 54, Paragraph 3, Subparagraph 3 and
Article 56, Paragraph 1, Subparagraph 2 of the Taiwan Futures
Exchange OTC Derivative Clearing Operating Rules, the
clearing member agrees that the settlement bank and other

institution will proceed according to TAIFEX's instructions.

2. The clearing member agrees that the settlement bank or other

institution may provide details of the clearing member's OTC
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derivatives clearing margin accounts with TAIFEX at TAIFEX's

request.

3. A copy of the agreement will be sent to TAIFEX for filing

purposes.

The aforesaid provisions to be included in an agreement may
be provided in the form of commitment letter to TAIFEX if the
OTC derivatives clearing margin account is opened by a clearing
member, who i1s one of the settlement banks and other institutions
designated by TAIFEX, at its own financial institution.

324 (BHGARLANHTEREALIFELE
F)

BEER R L9 2 pFEEFEL
FEoRBEETRIEARIAFSEFELES Y
FE o RHEMBEIRGFAE S B RS ER TR
T2EOETRAAREREFRLEE S AR
AREP BRI EFSEREEE S Loep D
TREFFRPELZ AP

AP FPEAY G FEREAFE Lol gR L
FAkpH o B R ERY G RTHAFSLAY 0 A

ST REES

o

3.2.4 (Change of OTC clearing margin accounts designated
by clearing members)

To change details of OTC clearing margin account provided
to TAIFEX, clearing member shall complete an Application Form
for Change of OTC Derivatives Clearing Margin Account, and
attach a copy of the agreement entered into with the new settlement
bank or other institution in accordance with Section 3.2.3 and a
copy of the OTC derivatives clearing margin account passbook or
proof of account. The application package must be delivered to
TAIFEX at least ten business days prior to the effective date of
change of OTC derivatives clearing margin account.

TAIFEX will review the application documents and, if no
error is found, notify the clearing member of the official effective

date. However, if clearing member has made an error or omission
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in the application, TAIFEX will postpone the effective date

accordingly.
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3.2.5 (OTC derivatives client margin accounts opened by
clearing members)

Clearing member shall open “OTC Derivatives Client Margin
Account” with settlement banks designated by TAIFEX for client
margin deposits.

The OTC derivatives client margin account agreement entered
into between clearing members and financial institutions shall
providing the following:

1. Account shall be used for deposit, payment, and disposal of
funds and securities with the corresponding clients according to
Article 18, Paragraph 1 of the Taiwan Futures Exchange OTC

Derivative Clearing Operating Rules.

2. Name (which shall state explicitly "XXX OTC derivatives client

margin account"), account number (or code), account opening

date, and deposit type.

3. Clearing member may not overdraw, apply a guarantee, or

exercise other rights over the deposits or securities in the OTC

derivatives client margin account.

4. All withdrawals from the account must be made by transfer.

Cash withdrawal will not be allowed.
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TRECRFLEARPBRITIVERT F TR LHE 5. Clearing member agrees that the financial institution may
(47 EDD - ®i&F -~ p & FAH ( ATM) provide details of the account for auditing purpose by
z @ ;é; TEPHLRFATIEE LS Ny Competent Authority or TAIFEX.
e R CE  RP PET I Ep P 6. When Competent Authority orders in accordance with law for

AR TR 2
FRATEEZGER Y withdrawals from the account to be terminated and all funds and
7 53 Z %R R e

AEI AT HFE o

securities in the account to be transferred, the financial
* institution and the clearing member shall proceed accordingly.
BAHAZGELPFA > SL G ENANEYLERBE | 7 [fihe clearing member and a financial institution agree to make
EERREER S F o B e A n PN EKGET N withdrawal transfers on the account by financial Electronic Data
2 o Interchange (EDI), online banking, automated teller machine
(ATM), telephone banking or any other automated method of
electronic fund transfer, a maximum single transaction
withdrawal limit and a maximum single day withdrawal limit
shall be specified.
8. A copy of the transaction will be sent to TAIFEX for filing
purposes.
The aforesaid provisions to be included in an agreement may
be provided in the form of commitment letter to TAIFEX if TC
derivatives client margin account is opened by clearing member at

its own financial institution.

326 (HECBYREBERZPRELERL) 3.2.6 (Filing of OTC derivatives client margin accounts by
REECRBYWRFETFHFEL S ZERH clearing members)

AR AP AT BEELEIPN RFTAEE S A D

L4
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S mEEL Y S
2EFEECRELEE S EF G A o

Clearing member shall file, within five business days since the
effective date of OTC derivatives client margin account open and
change or termination, the following documents to TAIFEX:

1. OTC derivatives client margin account registration form.
2. Copy of OTC derivatives client margin account agreement.

3. Proof of account closure, if filing for termination

Section III  Client Clearing

F L e EMREC R BEER O RBRE S g
$ B E AR A

tEE R B L BT E S 2R RER
HEH S @ a0 £EB G pi 203

-h_‘\

3.3.1 (Clearing member shall obtain approval from clients
before applying for client clearing operation)

When applying for client clearing operation, clearing member
shall proceed according to the client's instructions and the client
clearing agreement.

Clearing member shall keep the client clearing agreement
entered into with the client in a safe place. The storage period shall
be a minimum of five years starting on the day on which the

business relationship is terminated.

332 (HHEeEMEEPETEAEBREAREE
P E@ER)

FEERMRL Ry RN ¥ RPEESRE 2
BER APHALLEEREY S ¥ Kl
ERRBF G2 AT AAM AT .

3.3.2 (Clearing members shall obtain clients' written Letter
of Pledge before proceeding with client clearing operations)
When engaging in client clearing operations, clearing member
shall obtain the client's signed Letter of Pledge in writing to
indicate that the client fully understands the clearing process and
agrees to adhere to the client clearing agreement and TAIFEX

rules.
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ol 4 52 Clearing member shall deliver the client's written Letter of
Gz BYEPPELRALP B fEA o d AL Pledge to TAIFEX within three business days after signing the
client clearing agreement with the client. TAIFEX will make a
separate announcement on matters to be provided in the aforesaid
written Letter of Pledge.

333 (iﬂﬂl‘i‘f’&‘ﬁ% SIEAG 7 BETAF IR ) 3.3.3  (Registration and filing of overseas Chinese and

S8 &R & hEHE DRABITE S REER foreign nationals)

Ao BARREE G REFLARART RS When entering into client clearing agreements with overseas
D R N R Y Chinese and foreign nationals to establish the rules for clearing

operations, clearing members shall check first whether the client

has followed the Regulations Governing Investment in Securities
&3 PEIE B ¢ g3 % ¢ AR z W . . .
P RRRE G EG R R by Overseas Chinese and Foreign Nationals to complete
& . . . . ..
e registration, and the transactions shall comply with the existing

IR v _t;ﬁv' REFPEF RREFFE
o SEINUN Y [ T A e trading guidelines.

ol A e A o L A When margin payment/receipt for overseas Chinese and
foreign nationals involve fund transfer and reporting of purpose of
foreign remittance, clearing members shall follow the Regulations
Governing Investment in Securities by Overseas Chinese and
Foreign Nationals, the Regulations Governing the Declaration of
Foreign Exchange Receipts and Disbursements or Transactions,

and the other foreign exchange competent authority's rules.

334 (BPpEFIECHBELEETE) 3.3.4 (Clients may designate backup clearing members)

SECRFEETHBEEEE N RES Client may designate other clearing member as backup
& Je GEBEER - clearing members. All rights and obligations derived from cleared
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FRERSVRERESEEAP RET N R R
WECREEERF LR B L S R IR 2R
BEIFELEER  LHAT B FLE LA

EORTARREGRBEAELBE R F 0 B r S
WIS BEHARES ¢ R wALSPU AR GHER
FERARLA2P- RBHER T REANT -

transactions will be transferred to backup clearing members if the
current clearing members default.

When requested to be as a backup clearing member, such
clearing member shall first enter into an agreement with the client
to agree that the client will, if the current clearing member defaults,
transfer the rights and obligations derived from cleared
transactions in part or in whole to the backup clearing member,
who will perform the clearing obligations to TAIFEX associated
with these cleared transactions.

When having designated different clearing member as backup
clearing member, clients may complete the filing procedure
through the backup clearing members to TAIFEX after establishing
the agreement in the preceding paragraph. The backup clearing
members designated by clients in the first paragraph should be
general clearing members of TAIFEX without default.

To terminate the relationship as a backup clearing member
with a client, the clearing member shall negotiate termination with
the client, and file the result with TAIFEX.

3.3.5

335 (HECBRIER/RIGIEBREPRRIETL (Reasons for which clearing members shall or may
zFEH) refuse client's clearing requests)

BEERHNET A TANE L - _%z Ty When a client is found in any of the following c'1rcumstanc.es,
cHA L EQRAE? BE a clearing member shall refuse to undertake the client's clearing
X = N3 5 .5‘ s < = -t

) ’ requests on the client's transaction.
1LZ 2853227 FREMDEE ¢ A 222 BHE
cRE A e
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I IER R

1. Client margin deposited by the client is below the client margin
payable by the clearing member.
2. The client fails to perform clearing and settlement obligations.
If given a client is found in any of the following
circumstances, a clearing member may refuse to undertake the
client's clearing requests on the client's trade transaction.
1. The client's financial standing or the transaction's risk level is
deemed inadequate to accept clearing requests.
2. The transaction may disrupt market order or endanger public
interest.
When refusing a client's clearing requests pursuant to the two
preceding paragraphs, clearing member shall promptly notify
client and TAIFEX of the reason for refusal.

3.3.6 ( Effect of client's written Letter of Pledge upon
termination of clearing agreement )

When a clearing member and its client terminate a client
clearing agreement pursuant to Article 21 and Article 22 of the
Taiwan Futures Exchange OTC Derivative Clearing Operating
Rules, the client's Letter of Pledge under Section 3.3.2 will lose
effect at the same time. However, the client's Letter of Pledge will
remain effective if the client's clearing account has not fulfilled all

settlement or payment obligations derived from clearing operations
at TAIFEX.

3.3.7 (Clearing members filing client defaults)
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LY R BE TS TANTE L - —"z S S Clearing members shall deem a client to be in default where
9 ESREAHUZT NI RERLNLE A m the client is found in any of the following circumstances; unless

SR EEIA R E AL AR RE % there are other stricter stipulations in the client clearing agreement,
" ¢ the stipulations shall be followed:

1. The client is unable to fully fulfill its settlement or payment

obligations derived from clearing operations at TAIFEX before

the given deadline; and is unable to fulfill its obligations within

three business days after given notice by the clearing member.

FEERBRAECEHNF P 0 BT IRES A2 F | 2 Except for the circumstances in the preceding subparagraph, the
ARE S R TR client has violated other provisions in the client clearing
L REEERLIAP Y Ep 24 12 T 27 pFo agreement, and fails to improve within thirty business days after
2.¢ R R JO% SN EHRW TP LA E R given notice by the clearing member.

TR EEE R Under the above circumstances, the clearing member shall file

St R AL E SRR AT RE LY the client as in default to TAIFEX on the same day, and notify the
client at the same time. Clearing member filing client in default to
TAFIEX shall meet the following requirements:

1. Filing is accepted between 9:00 and 17:00 on TAIFEX business

days.

PIRENZBEERAF - 2. Clearing member file its client in default shall specify default

date, client name, client clearing account code and default facts.

3. To file client in default, clearing member shall submit the client

clearing agreement and margin call or clearing notice.

TAIFEX will disclose information filed by the clearing

member to all clearing members after receiving default filing from
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such clearing member. Clearing member who file default shall be

solely responsible for any damages to clients or other disputes.

338 (HECBEHRGANIPHENEL EEK 3.3.8 (A clearing member may apply to TAIFEX to set
JFi L3 - % position limit over individual client accounts)

BEECREo 2270 AT AL BYE P BHES | .Acle?arl.ng membe.r m.a}./ apply .to TAIFEX to add OI" m0<311fy
BEEE S HEARAMAL T NE AL PR QI position limit over an individual client account. When its client
q—? 7 v ] 3 ] |24 . . . .

P A Rk I 2 b B R submits a transaction for clearing, once the transaction has passed
RIS NN SV ok B EEE R ion eligibil i
= R TR TAIFEX's transaction eligibility and margin adequacy checks,

TAIFEX will further check it based on the position limit set by the
clearing member, and it will not be necessary for the clearing

member to give consent for each transaction.

Yr¥ BEY Chapter 4 Submission for Clearing
B0 XHBOARIFE Section I Approved Trade Affirmation Platforms

411 (RXLEEFZ) 4.1.1 (Approved trade affirmation platforms)

AL B REFEASPL L T 2L E YR The counterparties in each transaction shall submit the
AT E O RABC B FRTRILY BE DR transaction for clearing through an approved trade affirmation
2L R o platform announced by TAIFEX and complete the affirmation

procedure before submitting the transaction for clearing.

The counterparties may appoint a third party to submit the
transaction for clearing through an approved trade affirmation
platform on their behalf.
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TAIFEX shall not discriminate against the submission of an
eligible transaction executed bilaterally or on or subject to the rules
of an unaffiliated electronic matching platform or trade execution

facility without rational reasons during the clearing operation.

412 (An

R R
T Fil,“i’_ ~ E:’PE%AI‘:}_

WRA S F I

NEHARTTFERERLHERELT)
EORAT A BET QFHL
SR BB N g gEs

fa';_%f{o

4.1.2 (Exemption scope for transaction transactions )
TAIFEX will not be responsible for the accuracy, immediacy,
integrity of transaction data transmission, delay, inability to
transmit, completeness, any other damage, or other incidents that
can be attributed to the trade affirmation platform arising from

problems in the transaction transmission process.

ot RAEPHEHE Section Il Transaction Submission Procedure

421 (#BREPEELER) 4.2.1 (Transaction submission procedure)

AL EYR LB LE LR % DI S Unless otherwise stipulated, transactions can be submitted for
LA PHER I E Y EITETIEL R Z YN clearing between 9:00 and 17:00 on TAIFEX business days.
P T —ﬁ N e IR Transactions subm‘ltted atjter 17:00 will be checked by TAIFEX at
_ 9:00 on the following business day.
e Where the business day in the preceding paragraph is a make-

BAHFRPF S FRRAL LA FL TR A up workday as announced by the Executive Yuan, TAIFEX will not
PREPAXEIIRORILS HL L ADTRE e accepting transactions for clearing on the day, but may announce
R R R R .

adjustments as needed.
The

backload transactions) for clearing shall meet the following criteria:

submission procedure for transactions (including

1. Transaction eligibility: Transactions must comply with the

specifications in Chapter 5.
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2. REABEM IR HEFABEENES 2 BIEILE4A AR | 2. Margin adequacy: The excess clearing margins in the transaction

AR TR S E R AT R EA o parties' clearing accounts must not be lower than the required
3. BPRLPAREEECBR B AR EAALN G clearing margin for the new transaction.

3. The clearing member's agreement for client clearing

MERBELFP R RHZRRGR—IENEA -
ARAEERDEF UL S R ARTKE
L AAMAGAE BRREARS  BRUSERGZ

transactions: For transactions made by clients of clearing
members, TAIFEX will check with the clearing members to

confirm their agreement to submission of these transactions

Y%~ AR L B AR BT FEAM AR within one hour.
2. AEEARAMGHZ—F BREREAHES  ETRAEES TAIFEX replying submission status for transaction parties:
FH - 1. Where all criteria in the preceding paragraph are met: The status
RPRABLECE2EPE  ANIBABEEERS is replyed to "Accepted", and the number and date and time of
PR R RETEEGE o transaction will be provided.
2. Where any of the criteria in the preceding paragraph is not met:
The status is replyed to "Rejected", and TAIFEX will give reason
for rejection.
For transactions made by client of clearing member, TAIFEX
will send the transaction status to the client and its clearing member.
422 (@B R#Z) 4.2.2 (Backloading process)

FRmEE 2 AL EYRAP AL P TR GFE L When a backload transaction is submitted, TAIFEX will

D R R A I IS A BRSO T N R proceed immediately to check the transaction eligibility, and then

iy

check the required margin adequacy for the new backload

e e . .| transaction after daily closing.
CES TR EE > B p SRR

-\ P
EF EHNATH RGN Z T BHIFEE -
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ASPREIMHrREEZGRIFELFLIRE > & The excess clearing margins in the transaction parties'
BEEA R SR IR ILE L 2 FIERHRE L clearing accounts after daily closing must not be lower than the
Bt p RISz b E R L required clearing margin for the new transaction.

" TAIFEX provides what-if margin calculator. The calculator

generates the required margin of clearing accounts for transactions
for clearing as reference only. Actual clearing margins required will
be those provided by daily closing calculation.

TAIFEX replying submission status for backload transaction
AR S ¥ 0 T8 FE | parties by 9:00 on the next business day following the submission
£ K22 h 2B REER SN FEE M GTE | date

oot 2Ll o Eail kPR ELEHELEES 1. Where the margin adequacy is met: The status is replyed to
R EE] R TR R SRR ¥ Y - g "Accepted", and the number and date and time of transaction will

FSREBEE A2 G S g prm e | Deprovided

T 2. Where the margin adequacy is not met: The status is replyed to
h ) o - "Suspended", and a margin payment notice will be sent to the
(2) REZNE- 2 EFEEAGL v RREIESZE . . . . .
clearing member(s) associated with the party(ies) with an
inadequate margin. Another check will be performed by 11:00 to
determine whether margin adequacy is met.

(1) Where both parties have adequate margins: The status is
replyed to "Accepted”, and the number and date and time
of transaction will be provided.

(2) Where either party have an inadequate margin: The status
is replyed to "Rejected", and TAIFEX will give reason for

rejection.
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423(ﬁﬂ%¢%ﬁﬁiﬁm)

4.2.3 (Mandatory clearing submission deadline)

dEEYL LA BHATLREE Y —_é'-_ i Fo b For transactions within the scope of futures trading for which
S RN EZ UL P A - FEP AP LIRS central clearing is required by Competent Authority, the transaction
LEERR L Qg B counterparties shall follow the rules for central clearing submission
in this section and complete the procedure by the central clearing
submission deadline on the next business day following the
transaction date.

424 (RIBESSIAEEHRMMALFR) 4.2.4  (Submission under the regulations required by the

AP E R BMART TR E ¢ R foreign competent authority)

3.

PP ARERORIES R RPE
BEERSERAAH Wi d g iaX
%ﬁﬁﬁﬁﬁﬂﬁﬁﬁﬁo

,.:"L‘ N g ﬁ A —%" 1B 7‘%
(Affiliated U.S. Person) pogotR 2 g E
= él/ o

“& 8

FRAPEF AP %EER +
BT & 7 (Affiliated Broker) 5 ~ = 2 %
o B S H A G RRETNE YRS
FEH o

R

K

N
p-auy]

H de
IS

TAIFEX may, in accordance with the regulations required by
the foreign competent authority, restrict the scope of the clearing
business for certain persons. According to CFTC’s rules on Exempt
DCO, TAIFEX limits its Clearing Business for U.S. Persons and
Futures Commissions Merchants to the following circumstances:
1. AU.S. person that is a clearing member of TAIFEX may clear

swaps for itself and those persons identified in the CFTC’s

definition of proprietary account;

2. Anon-U.S. person that is a clearing member of TAIFEX may
clear swaps for any affiliated U.S. persons identified in the
CFTC’s definition of proprietary account; and

3. An entity that is registered with the Commission as a futures
commission merchant may be a clearing member of TAIFEX,
or otherwise maintain an account with an affiliated broker that

is a clearing member, for the purpose of clearing swaps only
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(Swap Data Repository, SDR) ¥ 4% & » 2 % f = jf £ &
AP H Y IR ﬁ&ﬁé AP RILEILIENR
TR w Y FATS 22

LE 22 B2 R
b EH  REE¢RA L REERY o
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for itself and those persons identified in the CFTC’s definition

of proprietary account.

The proprietary account in this rule refers to a proprietary
account that complies with Article 1.3 of Title 17 of the United
States Code of Federal Regulations (CFR).

When a clearing member requests TAIFEX for clearing
eligible transaction that was reported to the Swap Data Repository
(SDR), TAIFEX shall report to the relevant SDR the information
on the cleared transactions established as a result of the novation.
In such cases, the clearing member does not make the duplicative
report for the cleared transactions that have been reported to the
SDR by TAIFEX.

The foreign natural person or foreign juridical person
submitting a contract to TAIFEX for centralized settlement shall
comply with the regulations of the foreign competent authority.
The company may announce relevant matters separately when it

deems it necessary.

Chapter 5 Cleared Transactions

Section I General Provisions

5.1.1 (Cleared transaction specifications)
Specifications of transactions to be cleared by TAIFEX will

be announced separately.

5.1.2 (Time for building valuation curves)
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TAIFEX starts building the intraday valuation curves and the
end-of-day valuation curves at 11:00 am and 4:00 pm, respectively,
every business day.

Notwithstanding preceding paragraph, TAIFEX may build

valuation curves as needed to reflect market conditions.

B MERARZBRBZLIFET X

Section I TWD interest rate swap transaction pricing

521 (MERAHERBRBZOFBHRLITIRER
FBLR T )
AN LFE AR R F g2 R T
i?ﬁiﬁﬁﬁéﬁ»é’iﬁwiw*ﬁﬁiéw%*ﬁ@m
HA iy 2 flF TR ST
1. FBEFFEBRY —EZH-—_EH - —EAH @R =
BA~NEA - BA-—F - =F -=ZF wWF- &
FotF -+ FE T —FRTEF
2. FIEFHEBUR AT ARIGARAF IR A R ETH o AN
SIHHRFTERBAKMABERNEL~CLAM S e E
b oz gibeamEdfRTHAE (TAIBOR)
RARAN R BRI 2R F LBRA L2 55 F F R
Hz -
3. RIARF R EMEEBRGE 0 ANEFRT 7 A
(1) maBAd 238 2 o
Q&R EEREFFTRETT2L -

5.2.1 (Methods for building valuation curves and pricing data
for TWD interest rate swap cleared transactions)

Valuation curves that TAIFEX builds to calculate net present
value of TWD interest rate swap cleared transactions include
forward interest rate curves and discount rate curves. The maturities
and the pricing data for interest rate benchmarks are as follows:

1. Maturities for interest rate benchmarks: one week, two weeks,
one month, two months, three months, six months, nine months,
one year, two years, three years, four years, five years, seven
years, ten years, twelve years, and fifteen years.

2. Pricing data: Regarding the pricing data for the maturities of
preceding subparagraph for interest rate benchmarks, TAIFEX
may use the Taipei Interbank Offered Rates (TAIBOR) or
substitute rates published by the Bankers Association of the
Republic of China and the market rates for TWD interest rate

swaps.
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4, A _HBFZEH AN ALEEERBRETHKAKRSA | 3. Where the pricing data of preceding subparagraph are not
b BE o ANEFRREZ - available, TAIFEX may supplement the data in the following
RS EN FEIERE R LN EET T I |

A2 P@dariss L AMpNEE - (1) by interpolation.

) ) . . (2) by the interest rate data that TAIFEX asks clearing

B TE B E B R I TR A2 P ERD H .

members to provide.

4. Where TAIFEX deems the interest rate data in the two preceding
subparagraphs are unable to reflect market conditions or where
necessary, TAIFEX may decide otherwise at its discretion.

Regarding the interest rate data under Subparagraph 3, Item 2
of the preceding paragraph, clearing members are to provide the data
within thirty minutes after being notified by TAIFEX.

TAIFEX may adjust the maturities and pricing data for interest

rate benchmarks in the first paragraph as needed to reflect market

conditions.
522 (22| BH2 FHME) 5.2.2 (Net present value of TWD interest rate swaps)
PN FEp o ET S R N 11 TAIFEX calculates net present value of TWD interest rate
R R G2 R E swaps by the following methods every business day.
. BB R BT A A B2 Il 1. Present value of cleared transactions’ cash flows based on the

. . N valuation curves:
(1) ARfIFARE RENL L0 A 22 BRlF 3

ET oW EPIRPHp AT RENEIFRIVE S
PZ_ITE e

(1) Present value of the fixed rate interest amount: The
present value calculated by discounting all cash flows
which are based on cleared transactions’ notional and

fixed rate from the next business day to the maturity date.
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(2) FoFIFHmE HF G2
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2. RBAAREZRMAITEFRME
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KAWL iFE I AR

() fePFEdfIF L ARIF F o F R RE L FH )
SRR EAry F R S AR
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(2) Present value of the floating rate interest amount: The
present value calculated by discounting all cash flows
which are based on cleared transactions’ notional, fixing
rates and forward interest rates estimated by valuation
curves from the next business day to the maturity date.

2. Net present value is calculated based on preceding present
value:

(1) If the party to the cleared transaction is a floating rate
payer, the net present value of a cleared transaction is the
present value of the fixed rate interest amount less the
present value of the floating rate interest amount.

(2) Ifthe party to the cleared transaction is a fixed rate payer,
the net present value of a cleared transaction is the present
value of the floating rate interest amount less the present
value of the fixed rate interest amount.

The net present value calculation above may be determined at
TAIFEX's discretion when TAIFEX deems it necessary to reflect

reasonable market value or facilitate market regulation.

R MEREASR

oy

3B HA ON R 32 493748 7 K

Section III  Valuation Method for TWD Non-Deliverable

Forwards (NDFs)
d (EHEAALTHBBIERLNIFE S 5.3.1 (Methods for Building Valuation Curves and Data
Sampling for TWD NDFs)

5.3
ZATR R T HBAEF )
. CE A A LB BY O ER Y

i) = F

PRGN NI 3 ) B Vs A 1

Data that TAIFEX uses for valuation of TWD NDFs include spot

rates, FX forward rates or swap points, maturity settlement rates,
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521 F—TAF =% FWOHRRE_ARE -
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(2) #R AR FEL R BR EMTA S ARFTTZ 5 H14

HERNAEGR ML -
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A

¢

and discount rate curves. The data sources, update frequency, and
maturities are as follows, and may be adjusted by TAIFEX
depending on market conditions.

1. Spot rates

(1) Data source: Taipei Forex Inc. and foreign exchange brokers.

(2) Update frequency: updated by Taipei Forex Inc. every 15
minutes from 9:00 to 16:00; set by foreign exchange brokers
according to those update times.

2. FX forward rates or swap points

(1) Data source: foreign exchange brokers.

(2) Update frequency: set according to the times of updates by
the foreign exchange brokers.

(3) Maturity: 1 week, 1 month, 2 months, 3 months, 6 months, 9
months, 1 year, 2 years.

(4) If information cannot be obtained on the FX forward rates or
swap points under the preceding subparagraph, the
provisions of subparagraphs 3 and 4 of paragraph 1, and
paragraph 2, of Section 5.2.1 shall apply mutatis mutandis.

3. Maturity settlement rates

(1) Data source: Taipei Forex Inc.

(2) Sampling time: set according to the maturity settlement rate
announcement times adopted under the transaction
specifications and EMTA template.

4. Discount rate curve
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(1) Data source: Refinitiv.
(2) Update frequency: set according to the time for building
valuation curve.

TWD NDF valuation curves include FX forward rate curves
and discount rate curves. They are built by the following methods:
1. FX forward rate curves are built using the spot rate and FX

forward rate or swap points, and are used for calculating forward
cash flows.

2. Discount rate curves: USD Secured Overnight Financing Rate
(SOFR) and SOFR Overnight Index Swaps (OIS) rate data are
used to build zero rate curves, which are used for discounting
forward cash flows.

532 (MEWRALRIBMIEZHZFAR
1)
Ao PN E - FEp TN EME R A

AERLBY A RET G ERE
LR ppeén RTHL
ﬁﬂ%*~ﬂ$§ﬁ%§"
FIpRE P2 RERE  THRIFEF P -

;h_r

22X QR P PHREZOERPLE CRZHELD A
£ F T2 R PRF NP EERFZ TR
MpP2PFRF P REEP2ZRETE T

5.3.2 (Net present value of TWD NDFs )
TAIFEX calculates the net present value of TWD NDFs by
the following methods every business day:

1. Before end-of-day on the transaction valuation date: The present
value calculated by discounting cash flows which are based on
the transaction's notional amount, the transaction's stipulated FX
forward rate, and FX forward rate and discount rate estimated by
valuation curves for the maturity settlement date.

2. End-of-day on the transaction valuation date and after the
transaction valuation date: The present value calculated by
discounting cash flows which are based on the transaction's

notional amount, the transaction's stipulated FX forward rate,
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WGP R DI PBAPH £ RY maturity settlement rate, and discount rate estimated by
AEE R L AR D AP T FOL 2 valuation curves for the maturity settlement date.

- M AEREIE S RN ANPANERE L TAIFEX will separately announce principles for adjustments
R CE P @Y A A to be made in the event atransac‘tlon valuation date or maturity
Lwa . sett?ement date under the precedl.ng paragraph falls on a non-

business day of a relevant financial center.

The net present value calculation method under paragraph 1
may be determined at TAIFEX's discretion when TAIFEX deems it
necessary to reflect reasonable market value or facilitate market
regulation.

YA F s Chapter 6 Margin
B—8 1RE4SRARBEE Section I Margin and Mark-To-Market Difference

6.1.1 (R4HRES) 6.1.1 (Initial margin)

AOPwE - ¥ EPPRAE PRSP ERGT R TAIFEX calculates the initial margins for the -cleared
BER QLR R I A R GR IR O REE ¢ transactions of clearing members’ proprietary account and each
Rp 1 4BIES2 2 s MEIES 2 BE2 L Ay client account respectively during the intraday and the end of each

_ business day to cover the expected loss of net present value changes
FEICTME-THPRFEIRERFHERAEAR » 2 . . .
over the certain period at a 99.5% confidence interval based on the
CARIRHERLFRHALE SRS ST NE changes of interest and exchange rates in last five years and the
CRADFLAFRHFAE Fo & BREE T 2 R4 | oypected loss given TAIFEX's chosen stress period.
wE The certain period of preceding paragraph refers to five
wHLE - THPFoREER PG REMR S L | business days for proprietary accounts of clearing members; and
I BEEPESRLERSZ B ED - seven business days for client accounts of clearing members.
6.1.2 (g RES) 6.1.2 (Liquidity risk margin)
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TAIFEX may require additional liquidity risk margin for the
cleared transactions of clearing members’ proprietary account and
each client account respectively when the change in net present
value as a result of a basis point change in interest rates or exchange
rates, or the notional amount, in excess of the threshold that TAIFEX
sets for the corresponding maturities.

The threshold and the level of liquidity risk margin for the
corresponding maturities of preceding paragraph will be determined
by TAIFEX according to the bid/ask spreads and relevant
information  provided by clearing members as required by
TAIFEX.

6.1.3 (G245 B holL 58 IMEES)

Ao P EE 0k

FHaFBEpHFREE S

6.1.3 (Additional margins for holidays)
TAIFEX may require addition margin for holidays for clearing

members’ proprietary account and each client account respectively

Z B RABPLR G T RS EHR PG HEESZ
Lo s EIE S > A u ok B2 RE A A to cover potential fluctuation risks in cleared transactions during
long holidays. The corresponding methods will be announced by
B"";\‘Fj ﬂ\é 55’1’?4\%1 o
TAIFEX.
6.1.4 (&R ELARBRE) 6.1.4 (Variation margin and mark-to-market difference)
AAPRE - FEDPRZ B ))J'}“é; EERp TAIFEX calculates the variation margins and mark-to-market
4B AR RSB R L B8 RR dlffer‘ence for the cleared tr‘ansactlons of clea.rmg me@bers
B3k E Y E 4o proprietary account and each client account respectively during the
1 intraday and the end of each business day as follows:

PR REE ARG IE 4
S

@%Eiﬁm@’#%m

Es 2. £ 37 0 1T 5 R4ni

Ta'T;._.

1. Intraday variation margin or mark-to-market difference: The

difference between the net present value of cleared transaction
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2. PRRPEHEELNAGHF LRERYRE PP BT based on the intraday valuation less the net present value of
kol
A

I cleared transaction based on the end of previous business day

B E2Z EZRE ’a‘r“f DT 3

B2 A3 T FEP2LEBERA -

AN PP HFEERE G- Y EP LD
i p &Pl %y ppF Wixfma:izqrx,f;x ;L:'K_
FPEPRBREBAPLEIND S EHF £FHFRIGE
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valuation and it is treated as the adjustment for the initial
margin.

2. End-of-day variation margin or mark-to-market difference: The
difference between the net present value of cleared transaction
based on the end-of-day valuation less the net present value of
cleared transaction based on the end of previous business day

WER R - valuation and it is treated as the the settlement amount for the
following business day.

When TAIFEX calculates net present value of cleared
transactions at the end of day, if the following business day is the
coupon payment date or maturity settlement date for the cleared
transaction, the present value of coupon or the maturity settlement
amount on the following business day discounted to the calculation
date will be added or deducted from the net present value. For
cleared transactions newly established on the day, the net present

value on the previous business day is zero.

6.1.5 (fasutrE4 6.1.5 (Pre-margin)

HBEER2ZpFRAEEZNANE S AL TR Before a clearing member submits a proprietary transaction or
AP RV BET AP PR REEERFAAS client transaction to TAIFEX for clearing, TAIFEX may require that
.| the clearing member deposit margin in advance so that the excess

S B S 2 AZHE R & R0 AT g P £

margins of the clearing accounts are sufficient to pay required

clearing margin of newly added cleared transactions.
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6.1.6 (Price alignment interest and price alignment amount)
TAIFEX calculates the price alignment interests and price

alignment amounts for the cleared transactions of clearing members’

proprietary account and each client account respectively at the end
of each business day as follows:

1. Price alignment interest (PAI): calculated as the end-of-day
variation margin accumulated up to the previous business day
multiplied by the interest rate designated by TAIFEX and
multiplied by the number of interest counting days.

2. Price alignment amount (PAA): calculated as the end-of-day
mark-to-market difference accumulated up to the previous
business day multiplied by the interest rate designated by
TAIFEX and multiplied by the number of interest counting days.
Where TAIFEX collects from or pays to clearing members

end-of-day variation margins or end-of-day mark-to-market

differences, TAIFEX pays or collects the price alignment interests
and price alignment amounts of preceding paragraph. Where the
interest rate in the preceding paragraph is negative, the direction of
collection and payment of price alignment interest or price
alignment amount will be reversed.

Where the cleared transactions in the first paragraph are
denominated in New Taiwan Dollars, the interbank offered rates

published by the Central Bank of the Republic of China and the 365-

day of a year will be adopted. The number of interest counting days
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will be the actual number of days counting from and including the
calculation day to the end of the day before the next business day.
If a cleared transaction under paragraph 1 is denominated in US
dollars, the latest available daily USD secured overnight financing
rate (SOFR) published by the Federal Reserve Bank of New York
will be used. On the basis of a year of 360 days, the number of
interest counting days will be the actual number of days counting
from and including the calculation day to the end of the day before

the next business day.

6.1.7 (A EERYG P ABBAAGZREEH 6.1.7 (Calculation of return of variation margin and pay or
(2B A MBI Bk ’f‘f FEFR) receive of mark-to-market difference when a CTM transaction
& CRRLBE T FT’“J IR is changed to a STM transaction) | |
L E i“]'*ﬁ BT R AE B R AR A When a clearing member change's the daily clearing type of a
5 clearing account from CTM to STM, it shall comply with return of
1. BEZXYAFIL R @Bbv]zrf% [ ;aﬁfg—‘ﬁ, o ) i ]
variation margin and pay or receive of mark-to-market difference as
‘%%é’ﬁf,@i&ﬁz AR RHRBERE S ADD |
et AR £ ERHE - 1. Where the cumulative variation margin paid/received up to the
2. BEEZHYA ﬁi L P e eH 3‘%@7 EE S fEF change date is positive, the clearing member shall return the
AP RERZE R LA P ERELE REER cumulative variation margin, and TAIFEX will pay the mark-to-
Bt gk £ 2 AR E - market difference of the same amount.

2. Where the cumulative variation margin paid/received up to the
change date is negative, TAIFEX will return the cumulative
variation margin, and the clearing member shall pay the mark-

to-market difference of the same amount.
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Section I Margin Deposit Notifications
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6.2.1 (Intraday margin deposit notifications)

TAIFEX calculates initial margins, variation margins, and
mark-to-market differences based on the intraday valuation for the
cleared transactions of clearing members’ proprietary account and
each client account respectively at 12:00 pm on every business day.

Where the clearing margin balance of a clearing account is
lower than the required clearing margin after the calculation above,
TAIFEX will issue an intraday margin deposit notification for the
shortfall to the clearing member, and the clearing member shall meet

TAIFEX's margin requirement by 3:30 pm on the same day.

6.22 ( B&ARBE LGB L)

i??%,ggiﬁﬁ’mpﬂﬁ$
HEME SR AR S R E RS 2 AR

CE P PR T AP K
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AR T
B A 2R E 0 £ -
&

2. HHW®Pz ﬁﬁﬁéﬁﬁﬁ%ﬁ%ﬁiﬁ %ﬁ $
NEAERRZ AR RN EFARE

HRPEFREL IR LBRAAE GBS R AM
1R & ST AR R

% AN EFABZ
+oteBrdE el BEBERENLEF+ A

6.2.2 (End-of-day margin deposit notifications)

TAIFEX will calculate initial margins, variation margins, and
mark-to-market differences based on the end-of-day valuation for
the cleared transactions of clearing members’ proprietary account
and each client account respectively when performing daily
settlement at the end of day, and issue the end-of-day margin
deposit notifications below on the following business day.

1. Where cash balance of the clearing margin is not sufficient to pay
variation margin and mark-to-market difference of the account,
TAIFEX will, on or after 8:30 am, notify the clearing member to
make a deposit, and the clearing member shall make up the
shortfall by 11:00 am.
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Gi17 >  BHCARN LA+ —FAT 0 6 A 3 YR
ERARE

2. Where the clearing margin balance of a clearing account is lower
than the required clearing margin, TAIFEX will, on or after 8:30
am, notify the clearing member to make a deposit, and the
clearing member shall meet TAIFEX's margin requirement by
11:00 am.

6.2.3 (AL B2 GFEE)

Ao P RESFRE PR EE § R
FREESZ AT S EENES 2 RAREE SRR R
REZEGFE -

TR E G B R S 2 R H R kA
B BB ﬁ-;‘if_’ﬁ A PR EZ AR
Aad s sd -8 g AR s nd
e A PR 0 B AR P REIEE L BE -

6.2.3 (Ad hoc margin deposit notifications)

TAIFEX may, depending on market conditions, calculate
initial margins, variation margins, and mark-to-market differences
based on ad hoc valuation for the cleared transactions of clearing
members’ proprietary account and each client account respectively.

Where the clearing margin balance of a clearing account is
lower than the required clearing margin, TAIFEX will issue a margin
deposit notification for the shortfall to the clearing member after the
calculation above. The clearing member shall meet TAIFEX's

margin requirement within two hours after the notification is issued.

624 (AR B EHMEEPIRESL)

REEABUE S LHES 20 FHEELELE
‘*"@f&%%%; 0T miEt A SR BN BE
Fosh g R A W*ﬁ%%i%qp,ug?%
[ -G E O

6.2.4 (Clearing Member’s own funds cover client's margin
obligation)

Where the clearing margin balance of a clearing member's
client account is lower than the required clearing margin and the
client is unable to make up the shortfall by the deadline given herein,
the clearing member shall deposit the shortfall from its own funds to
TAIFEX by the deadline.

54



file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/彙整/0.OTC市場規章檢核及進度規劃-(彙整版修改請通知chimu).xlsx%23作業條文明細!G72

When making a deposit into a client's clearing account from its
own fund, a clearing member shall complay with the rules below:

1. Where the clearing member is making a deposit from its cash
margin of proprietary account, the clearing member shall submit
the appliciation to TAIFEX to transfer the amount from the
clearing member's proprietary account to the client's clearing
account.

. Where the clearing member is making a cash margin deposit
from its own funds, the clearing member shall deposit the amount
into TAIFEX's OTC derivatives clearing margin account, and
notify TAIFEX to allocate the amount to the client's clearing
account.

For the amount deposited into the client's clearing account
from the clearing member's own funds in preceding paragraph, the
clearing member may request to withdraw the amount according to

the margin withdrawal rules after the client makes up the shortfall .

Chapter 7 Clearing and settlement

Section | Calculation and Payment of Settlement Amount

1L MpFRERS2LRERERRENTY K
APV G RIS RS LB
hE 2o
2. MpFFAMSZMAEMTE > BHP T T AR
;j;)g’;;gg}%ﬁiﬁ;gﬁﬁ%ﬁ T R T I3l PSR-
VAR BRI
DHEEEERAMNAFFTEAMGIE S RER S 2 £
@RS GEANRE ) REEERARTY FRA
$o% BRoy
% — 8 & HEROE B st
710 (BE#HAESE)
AP E - FEPpEpREREEEE R
P3PS ERS 2 LR SRR 2R AR R
-

7.1.1 (Calculation of settlement amount)
At closing each business day, TAIFEX calculates settlement
amounts for client accounts and proprietary accounts of clearing

members as follows:
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. Where the daily settlement type for a clearing account is STM,

calculate the end-of-day mark-to-market difference and PAA for

each cleared transaction.

. Where the daily settlement type for a clearing account is CTM,

calculate the end-of-day variation margin and PAI for each

cleared transaction.

. The payable or receivable amount of interest at fixed or floating

rate on a cleared transaction on the following business day.

. The payable or receivable amount of maturity settlement amount

on a cleared transaction on the following business day.

. Where a cleared transaction becomes effective at position

transfer on the day, calculate the payable or receivable amount

on the position transfer.

. The payable or receivable amount of compression on a cleared

transaction on the following business day.

. Where a clearing account changes the daily settlement type on

the day, calculate the variation margin to be returned and mark-

to-market difference on each cleared transaction.

. For positions in a clearing account to be transferred into an

auction portfolio on the day, calculate the amount of winning
bids.

. Other payable or receivable amounts on a cleared transaction on

the following business day as required.
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10.Other payable or receivable amounts on the following business
day stipulated by TAIFEX.

7.1.2 (B8 2EA) 7.1.2 (Payment of settlement amount)
WEREHET AP N - FEp b Az Regarding the aforesaid settlement amount, TAIFEX is to pay
N %A LIRS gl IS TR & e e o | OTTECCIVE the net cash amount 1n.the sarr.le currency in the clearing
BEERABEIES L R ERE Rk B account by 8:30 am on the. following bus1ness.day. |
AR S E BT S k2P ferp s o - Wh.ere. the cas.h margin balance on a clearing member's clearn.lg
account is insufficient to pay the settlement amount, TAIFEX will
TRl SR R s AR P LSS notify the clearing member on 8:30 am on the payment date and
oo ‘T‘h PREFFHUIRAEBGTI AT HEEESR clearing member shall deposit the shortfall in cash into TAIFEX by
EEH o REERBELATE SN EIUN A H 11:00 am on the same day. Where the clearing account is a client

account, the clearing member is to notify the client to make up the
shortfall by the deadline.

713 (HEHELEEIS D) 7.1.3 (Change of settlement date for settlement amount)

A2FBFFAARLT  RFARBAL @ . In the event of a natural dis:?lster, .riot or war or any other fo.rce
Trl L R RPE AL EE QML o fE majeure event that causes disruption to TAIFEX's clearing
o WM R B KR operation, the settlement date for the settlement amount may be

postponed.
BB S EARE A Section II Clearing Margin Payments

721 (BHAEBEALRATIKGZFEESR) 7.2.1 (Cash margin and eligible securities)

& B2 822 @uirdiz Aop o % 2 When clearing members handle clearing margins for clearing
PR G R RB AR RS REA A A a2 operations and clients handle client's margins for clearing
B Y R R R e Ry _% ¢ operations, the deposits may be made in TWD and foreign currency

o - ) announced by TAIFEX, or Book-entry central government bonds
A2t o EH2 PR F SR EREZE
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and other securities announced by TAIFEX. However, if the client
of the clearing member is an overseas Chinese or a foreign national,
the clearing member and the client should deposit the required
clearing margins and client’s margins by foreign currency
announced by TAIFEX. The settlement amount including variation
margin and mark-to-market difference should be paid or received in
the currency of the cleared transaction. Exchange settlement of the
necessary funds should be handled by the custodian bank or agent in
accordance with the relevant regulations.

If a clearing member is a branch established within the territory
of the R.O.C. by a foreign financial institution, and handles
proprietary clearing operations for the head office or other branches,
the proviso of the preceding paragraph shall apply mutatis mutandis
to the head office or offshore branches.

The scope and single deposit limit of the other securities under
Paragraph 1 will be filed by TAIFEX with the competent authority
for approval and then announced. The same applies to any

subsequent amendments.

722 (HEEARBEEEN)

7.2.2 (Deposit of clearing margins)
When depositing a clearing margin, the clearing member is to
follow the rules below:

1. The hours are 8:30 am to 5:30 pm on business days.
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HEE R G 2 BYE S EEES 242 | 20 When depositing cash and securities, clearing members are to
PR FPL b 2P MEL G RESHSG T follow the method designated by TAIFEX and deposit cash and
oo securities into TAIFEX's clearing margin account.
SEERMBLMAES B AP 3. Clearing meml?ers are to follow the r.nethod designated by
B T LA B Bk kit a B R TAIFFX and 1r?form TAIFEX c?f detall's of such .cas.h. and
A ' Y securities deposits based on their proprietary and individual
£ - client accounts.

Where TAIFEX confirms, by 5:30 pm, a cash and securities
deposit from a clearing member on the same day, the deposit will be
included in the clearing margin balance for the day.

723 (SEAREALIRE) 7.2.3 (Withdrawal of clearing margins)
SEE R TR B A Bk OA M s When withdrawing a clearing margin, the clearing member is

to follow the rules below:
1. The hours are 8:30 am to 2:00 pm on business days.
2. Clearing members are to follow the method designated by

TAIFEX and request to withdraw clearing margins from TAIFEX

FhE ARG 2 "% based on their proprietary and individual client accounts.
e AP FRESE FEE - Clearing members requesting to withdraw clearing margins
FRERY RASZEREET FF »>2 7 F | shall not be in default as defined under Article 53, Paragraph 1 of
TEBRRR YT Lz iEY - AT YHF 2 - 0 # | the Taiwan Futures Exchange OTC Derivative Clearing Operating
TR T PRI Rules and should follow the rules below:

PE P LRI R A R T RAT R R R LD 1. Only when the total excess margin of the clearing account and
~ the balance of the currency desired to be withdrawn are both
[

positive in value, can an application be submitted to withdraw
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such currency; the withdrawable amount shall be limited to the
total excess margin of the clearing account, or the balance of such
currency, whichever is lower. If the clearing account is belong to
an overseas Chinese or a foreign national, the withdrawable
amount of New Taiwan Dollar is limited to the total excess
margin of the clearing account, or the excess margin of New
Taiwan Dollar, whichever is lower; the withdrawable amount of
foreign currency is limited to the total excess margin of the
clearing account, or the total excess margin of the foreign
currency of the clearing account, or the balance of such currency,
whichever is lower.

2. Only when there is a balance of the securities desired to be
withdrawn, can an application be made to withdraw such
securities. After deducting the amount applied for withdrawal,
the balance of the total clearing margin of the clearing account
shall not be less than the required clearing margin.

Where a clearing member requests to withdraw clearing margin
by 11:00 am, TAIFEX will start processing the withdrawal requests
at 12:00 pm on the same day, and transfer the funds to the OTC
clearing margin account designated by the clearing member. Where
a request is made by 2:00 pm, TAIFEX will start processing the
withdrawal requests at 3:00 pm on the same day, and transfer the
funds to the OTC clearing margin account designated by the clearing

member.
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24 (RBEALREE) 7.2.4 (Foreign exchange settlement agent services for margin)
R A Jo® If the clearing margin in the clearing account of the clearing

" 5 member is insufficient, and in the event that the fund transfer cannot
.. | be completed within the time limit, or force majeure, or the clearing
=7

member fails to perform its clearing and settlement obligations,

" TAIFEX may handle the exchange settlement on behalf of the
FRERFEARLEA A2 BRE clearing member.

PrAAREARLER - Exchange settlement of the payment between clearing member
o i Y FFE o KR EMAPM | and client should be handled by such client or its agent.

HOEFEIL o Such foreign exchange transactions and reporting procedures

are to be completed as required by the foreign exchange authority.

725 (AR TIG 2 HIBHAPHITAE) 7.2.5 (Withdrawal of securities ineligible to be posted as
BEE R LREME S KA E BB L2 G margin collateral)

S P I SR SR S ST For securities in clearing members' clearing accounts that are

, , reclassified as ineligible to be posted as margin collateral as
SRR Y N S EE LAY T 8 P 8
¥ e . announced by TAIFEX, the clearing members are to request to
PAct i PER LR E D withdrawal according to TAIFEX's rules within five business days
SEH 6 R ARWIER LY BByt

after TAIFEX's announcement comes into effect.

Where a clearing member fails to withdraw the securities as
required above and the clearing margin in the clearing account is not
lower than the required clearing margin, TAIFEX may unilaterally
return the securities to the clearing member's OTC clearing margin

account.

B8 HBEBEARULERES Section III Margin Securities
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7.3.1 (Collateral Ratio)

The percentage of securities in a clearing member's clearing
account that can be posted as margin collaterals out of the required
clearing margin for the account ("collateral ratio") is 100%, unless
otherwise stated by the competent authority or TAIFEX.

TAIFEX may adjust the limit for the aforesaid collateral ratio
according to a clearing member's financial standing and credit

history.
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7.3.2 (Haircut rate and net collateral value)

When handling securities posted as margin collaterals, TAIFEX
follows the haircut rates and net collateral values below:
1. Haircut rate

(1) Based on securities prices, a haircut rate is the value at risk
expected to be able to cover price volatility over a certain
period of time.

(2) TAIFEX reviews and announced haircut rates regularly every
quarter. TAIFEX may adjust haircut rates as needed in response
to larger changes in market prices or exchange rates.

2. Calculation of net collateral value

(1) Net collateral value of book-entry central government bonds
are based on the weighted average prices per hundred dollars
or theoretical prices in the electronic bond trading system
disclosed by Taipei Exchange calculated at the haircut rate and

converted to the corresponding base currency.
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(2) Net collateral value of other securities are based on the latest
market price of such securities, calculated at the haircut rate,
and then converted to the corresponding base currency.

(3) Where the exchange rate for the base currency and the price of
securities are not available, the value will be decided by
TAIFEX.

AP yERG BEIKREAZEFREE T K
EHMF TS ER
Lightes >332 5 BFXFHHE -
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7.3.3 (Collateral margin amount)

When handling securities posted as margin collaterals, TAIFEX

will take the smaller of the following as the collateral margin

amount:
1. The net collateral value of securities in a clearing account.
2. The amount required clearing margin for a clearing account

based on the collateral ratio.

2 EANE S RE Y PR TR
JE .
1L sz L eflad v flg Fhntr 4

SEHZABL2L &

7.3.4
collaterals)

(Provisions on posting clients' securities as margin

When a clearing member posts a client's securities as margin
collateral, the clearing member is to state the following explicitly in
the settlement transaction or agreement with the client in advance:

1. All interest, dividends or other benefits from the securities are
the property of the client. All taxes and related expenses are to be
paid by the client.

2. It is agreed that the clearing member will deposit such securities
with TAIFEX to pay the required clearing margin for the client's

clearing account.
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4.7 BEEIEF RLEA TR PP LA PR A% | 3 Themethods of securities deposit and withdrawal.
Btz {#BRFED - 4. The provisions on withdrawal where securities are changed to
ineligible to be posted as margin collateral, expire, or have

SRR AR AR BERMET YL EARFE F HE e
" principal installment payments.

RV S . o iy e
5. The provisions on disposing securities where the client fails to

BrE R S T

6.7 form i L
perform its settlement obligations.

7.7 BRSSO B] o

8.3

6. The scope and single deposit limit of the securities.

PR S ITAO R R BN S 7. The percentage of margin securities.
W E AR FNFRLER > FE R FA® | 8 The calculation of haircut rate and net collateral value.
FHEG BESPRABRRZ E 2R F RN R Clearing members may adopt stricter standards and modify the
G A rules under Items 6 to 8 above as needed to reflect volatility in
exchange rates and securities prices and a client's credit history.
Bty FABEABARAML LMK S Section IV  Principal and Interest Payments on Securities and
Disposal
741 (tHEEER) 7.4.1 (Return of principal on bond)

- LB H A A Where a clearing member deposits securities in the form of

CHERNRIRHELE ER
FAp . ppRrpae By X
(/AT Y TP ENEEERS
AFIH A PRAEE g YA
%B&?ﬁﬁﬁi%%ﬁo

&

é; s A D P pRIm bonds, the clearing member is to complete a withdrawal starting on

5 the fourth business day preceding a maturity date or installment date.

The clearing member is not to post such bonds as margin collaterals.

However, bonds that return the principal in installment and have not
reached maturity may be posted as margin collaterals starting on the

FEERAETDARILPHERRAE 227 FE | frot pusiness day following the current principal installment

TS R payment date.

BX R E

[EEY
N
RX)
v
\_
Ly
\
S
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Where the clearing member does not withdraw bonds as

required above, TAIFEX may proceed as follows:
1. Not calculate the net collateral value of such bonds.

2. Where the clearing margin in the clearing account holding such

bonds is not below the required clearing margin, TAIFEX may
unilaterally return the bonds to the clearing member's OTC

clearing margin account.

. Where the clearing margin in the clearing account holding such

bonds is below the required clearing margin, TAIFEX will treat
the principal payments at maturity or installment payment dates

as cash payments of clearing margin.

B
£ R RBERS &

R LM pREE S L R R AP M R
RS AR s LR TE RN ¥ i
HM32Z ey REE o
742 (fAHAHE)
R RN EARMEERELE A H LR
VNN N S
L%%ﬁﬁi??ﬁ’ﬂiéﬁﬁ%iﬁﬂﬁiik
HpAEET M ?J:E.ﬂ)xiﬁif'ﬁ;fﬁa—r}\ [CIESEE S fﬁgﬁ
IREER AR EFRELE S - FEXRHE ﬂ,
%Egﬁ@ﬁ%iﬁﬂd—K#Aﬁﬂiio

2.tz frurngh iy o4 BE ¢ R ERTIPLA
LE B F o AL AT e AR (S L E T B
IE SRS o

7.4.2 (Interests on bond)

For clearing members posting securities in the form of bonds

as margin collaterals, the rules on accrued interest and withholding
tax are as follows:
1. Where the bonds are deposited with TAIFEX, TAIFEX will

handle accrued interest and withholding tax according to the
rules, and allocate the net amount of interest after taxes to the
clearing member's OTC clearing margin account. Where the
bonds are the client's securities, the clearing member will handle

accrued interest and withholding tax according to the rules.

. Where the client's securities are deposited with the clearing

member, the clearing member will handle accrued interest and
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withholding tax according to the rules, and allocate the net

amount of interest after taxes to the client's designated account.

7.4.3 (Disposal of clearing members' securities by TAIFEX)
Where a clearing member is in default, TAIFEX may dispose
the securities in the clearing member's clearing accounts. The
proceeds received, after fees and taxes, will be added to the

corresponding accounts' cash balance of clearing margin to make the

v = necessary payments.

PEFHES A GG R L Jf‘:f A A Where principal and interest payments are due on the aforesaid
/e ",f FeAr 2 AIL A 2 B &~ R £ F LA B soorities before disposal, TAIFEX may treat the interest payments
RZLREFEFEE o after taxes and principal deposits as cash payments of clearing

margin.

744 (HECBENZRPHFEEEL) 7.4.4 (Disposal of clients' securities by clearing members)

HEER2E F L 9HE _«ﬁ VB &R Wk Where a client is in default, a clearing member may dispose
B E G WA B kg M L ARl A ST the client's securities, and withhold taxes as required by law.

N Where the aforesaid client's securities are deposited with
s , . TAIFEX, the clearing member may not make a request to withdraw

WHEE S LG RES AT AP ;ﬁ R the securities from TAIFEX until the clearing member has reported
(A T A A the client's default.

AR o

Chapter 8 Position Management

B s

Section I Position Transfer

8.1.1 (¥ idsn[E )

8.1.1 (Scope of position transfer)
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EEERERATRGEERRPY - L4 ER When applying for position transfer in accordance with
SHRE AL P o IR 2B % i Article 29, Paragraph 2 of the Taiwan Futures Exchange OTC
R L Rt e R Rl s R RN BN Derivative Clearing Operating Rules, clearing members may apply
S BB R RATREE KMo MY FBE AR to traflsfer.all or.part of their positions. Except for client default as
Jap described in Article 29, Paragraph 2, Subparagraph 4 of the I'UI.GS,

both the transferor and the transferee shall have adequate margins

FHRER RO AFEBBEIAD G R and clearing members may apply to transfer the margins at the
RS E o R ESENT YR p G R ES same time.

K3 LRk RESL - Clearing members applying to transfer defaulting client’s

LR N L L FIR S ol SRR I positions to its proprietary account shall attach documents of
BYORER L BEES N REZY defaulting client and its proprietary account shall have adequate

margins.

All positions in the first Paragraph 1 mean all cleared
transactions in a clearing account after the deadline of transaction
submission for clearing on the application date.

8.1.2 (F|RfrFpsP ) 8.1.2  (Position transfer application)

B ER Y FE A ﬁ DO kT | R PR Clearing members shall apply position transfer in accordance

P TEBR LAY Ep AL BT T o with the terms set forth below:
S BNE RIS N ﬁ kP e ARk 1. Application can be submitted between 9:00 and 17:00 on
P ¢ B e ;jg'—lr‘%ﬂ%r-"a& R FEILZ o TAIFEX business days.
¥ FRamie s BN mw A %%ﬁrg,—ﬂk DB HE R R 2. Clearing member of transferor or transferee shall submit the
PRERARS TR A g o application to TAIFEX, and the clearing member for the
¥ A5 4 o AL ,i,-ﬂk B BEE R RE A counterparties shall confirm within the application hours.
PR LR MR R REE L S o
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5. ¢ A SEEEELT RES ﬁ PG RSB AR 3. For applications for transfer of all positions and margins,

FAme BEEPPAEFLZL B> EEERARR S clearing member for the parties shall confirm the transfer

NPT AKRZG PHEFBEREFHELEE Z o details before daily closing on the same day, TAIFEX may
accept the applications.

4. For clearing members applying to transfer foreign currency
denominated cleared transactions, the transferee clearing
member shall open a foreign currency clearing margin
account designated for trading with TAIFEX.

5. For applications to transfer securities as margins, the
application date must not have reached the securities
scheduled repayment date or within four days prior to the
repayment date, and the transferee clearing member should
open a securities clearing margin account designated for
trading with TAIFEX.

8.1.3 (P fih > fR]) 8.1.3  (Restrictions on position transfer application)
BRERY HmeBE 2@ TAHTL - Clearing members applying for position transfer shall not be
|, E—FEEeBE AN EEEARIEEL - =55 in any of the following circumstances:
TR Er — 1. The clearlr'lg member of either party is in default as defined
. under Article 53 of the Taiwan Futures Exchange OTC
2. PHBBXEHIONTHEAIN - o . .
Derivative Clearing Operating Rules.

2. The cleared transactions in the transfer application expires
on the application date.

8.1.4 (3Ffw# A 20 8.1.4  (Procedure for effecting position transfer)
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TAIFEX executes position transfer between 17:00 and daily
closing on the day when clearing member making the application.

Once position transfer is effected, the rights and obligations
between the transferor clearing member and TAIFEX regarding the
cleared transaction will be extinguished immediately and the
cleared transaction terminated. At the same time, the transferee
clearing member will create a new cleared transaction with
TAIFEX with the same rights and obligations as those associated
with the original cleared transaction.

If the original cleared transaction in the preceding paragraph
is a client cleared transaction, the rights and obligations between
the transferor clearing member and the client regarding the client
cleared transaction will be extinguished immediately and the
cleared transaction terminated. At the same time, the transferee
clearing member will create a new client cleared transaction with
the client with the same rights and obligations as those associated
with the transferor's original client cleared transaction.

The daily settlement type for the new cleared transaction
created in Paragraph 2 and Paragraph 3 will be determined by the
type specified by the transferee's clearing account.

TAIFEX will perform daily closing on the position balances
of the transferor's and the transferee's clearing accounts after the

position transfer is effective. TAIFEX will also calculate the
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payments to be paid or received for the position transfer according
to Section 8.1.5.

8.1.5 (¥t = A 2kE )

AR R L AR B A R

HE P BB NE P RETEF AT
1. #42
(1) 2= xp %

(2) gy p B R@A i FEAUF FEB LS
FEYERKE £ B F P ARFENNT R
FoarRER2Z IS S T E R KA

o

(1) gt Fp 2B gmily 3 Eirs
T REZOL P LR FELE LT RRAM
Mz REZQRABIBED @ d BH FF
E R EINEH N I oo

(2 gyt xp e R FASHFEIUF - HAT
PEREZNLIpRAERHIEE DREAS D
ZHEEZNAFISED el Ep RBH
A

8.1.5 (Payments to be paid or received for position transfer)

According to the daily settlement type for the transferor's and

the transferee's clearing accounts, payment to be paid or received
for position transfer will be calculated as follows:
1. Transferor:

(1) Where the daily settlement type for a clearing account is
CTM, calculate the amount of return of variation margin,
early termination charge and PAI for the transferor's
cleared transaction.

(2) Where the daily settlement type for a clearing account is
STM, calculate the amount of PAA for the transferor's
cleared transaction. There are no rights and obligations
for the return of mark-to-market difference.

2. Transferee:

(1) Where the daily settlement type for a clearing account is
CTM, calculate the amount of end-of-day variation
margin for the new cleared transaction and the position
transfer charge which based on the net cumulative
variation margin paid and received for the original
cleared transaction up to the transfer date.

(2) Where the daily settlement type for a clearing account is
STM, calculate the amount of end-of-day mark-to-
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market difference for the new cleared transaction and the
position transfer charge which based on the cumulative
mark-to-market difference paid and received for the
original cleared transaction up to the transfer date.

The return of variation margin and early termination charge
for the transferor's cleared transaction in the Subparagraph 1 of the
preceding Paragraph is based on the net cumulative variation
margin paid and received for the cleared transaction up to the
transfer date. If the amount is positive, the transferor will return the
variation margin, and TAIFEX will pay early termination charge
equal to the amount; and if the amount is negative, TAIFEX will
return the variation margin, and the transferor will pay the early
termination charge equal to the amount.

If the amount of net cumulative variation margin or the mark-
to-market difference paid and received for the original cleared
transaction up to the transfer date in Paragarph 1, Subparagraph 2
is positive, the transferee will pay the position transfer charge equal
to the amount; and if the amount is negative, TAIFEX will pay the
position transfer charge equal to the amount.

TAIFEX will settle the payments for position transfer on the
next business day following the position transfer effective date.

R RV 2

Section II Netting

82.1 (R EILF %)

P FEEINE T

8.2.1 (Netting methods)
TAIFEX adopts the following netting methods:
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REEL  HYHNMARZELEERZY R LB AE
BREEIGQHARRIN > Hib@ R ) AiT 522
R 545 HRARTR

AR CHEEPHIMARZELEERY BB A

Basic Netting: means that the cleared transaction in a netting
application must, except for notional amount and trade
direction which may vary, have identical designated terms of
transaction as announced by TAIFEX.

- = e e e o 2. Blending Netting: means that the cleared transaction in a
& RATOREARAFREMEFFAFS > S netting application must, except for notional amount, trade
LR AZTREHLZR S IRARIBE - direction, and fixed interest rate or FX forward rate which may
vary, have identical designated terms of transaction as
announced by TAIFEX.
822 (P& ¥ 3F) 8.2.2  (Netting application)
BEHER Y I kT R AR The netting application procedure for clearing members is as
PHEEEMAANIEER EFABET FRmg. | Ollows |
B e B sk 38 2 ok gk 3] W e T 1. Application éhall be submitted between 9:00 and 17:00 on
Sh B Z B A I 0 3BT 7] K HIE TM@XWM%M@& . .
) 2. Clearing members shall submit applications to TAIFEX for
(1) & F4 KL > 345 AL BIRT % netting of products in the same categories, and the application
Q) FTHEFRP EPIMAM  BARANE—F X methods are as follows:
B %4 HRk P SR AP Ik Ty A IR 2 o (1) Specify each of the positions to be netted as well as the
FHIMEHKEBDRR—F X0 RFARLEZLOE netting method.
WA kB Z A o (2) Apply for netting for eligible positions in clearing account,
WAy BARZ MRS R W E B RIEA S whereby TAIFEX will perform netting procedures for the
AR R A MEF - positions in that clearing account on each business day.
3. The netting application date and the following business day

must not be a payment date for the cleared transactions.
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4. If a position transfer or compression is effected for the
clearing account provided in a netting application on the
netting application date, the netting application will be

invalid.
823 (AL BIEA ) 8.2.3  (Procedure for effecting netting)
A2 PREEERY FE P T ET AT Y P TAIFEX exechtes netting betw.een 17:00 ar.ld d.ally closing on
BHET o M T I the day when clearing member making the application.
ST BE RN BE§ R AP 0y Once cleared transactions are netted, the rights and
, _ obligations between the clearing member and TAIFEX regarding
BEZH2ZENNERTYP R ZHEEZT QR S EE . . o . :
the cleared transactions will be extinguished immediately and the
DHENR I RKBT T ERENEE Y R . . :
TEMEIBRBTFERETE poe §RTE cleared transactions terminated. Where a net cash flow remains
by N A A S B 23 R = GBS TS M R R SN, . . X
R AP H TR ETELIEE R after netting, the clearing member will create a new cleared
WHMEI R BEROBE S F % H € B2 | transaction for the cash flow with TAIFEX at the same time.
EEeNZE BT Q2 Bl ARTW R BEE X If the old cleared transaction in the preceding paragraph is a
gk REZygM I K ERENE -ﬂﬂz ) client cleared transaction, the rights and obligations between the
BEERTRPFEL S S R AR LS clearing member and the client regarding the client cleared
B E . transaction will be extinguished immediately and the cleared
. _ s transaction terminated. Where a net cash flow remains after
m:IEGN:L%‘r,‘%%?f-.‘J’%?Ejxﬁ\%?1 ' w s afte
- g A 5 N netting, the clearing member will create a new client cleared
w HEflF g EFEFER Il I oAz g . ) . .
s T T 7 transaction for the cash flow with the client at the same time.
B3 e B g AP Y Fot w2 :
- 17k ~ ’ Faddpea2hi The new cleared transaction created under Paragraph 2 and
ERARE

Paragraph 3 must, except for notional amount, trade direction, and

fixed interest rate or FX forward rate which may differ from the
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netted old cleared transactions, have identical designated terms of
transaction as announced by TAIFEX.

o R4

Section I1I Compression

8.3.1 (RHAEA EHASMIELE)
R s R LN 3 I & R &

. AR EMALNMBLE D ERNELSTRM
ARG Z R & RS RS RERGE -

8.3.1 (Compression schedules regularly or by request)
TAIFEX announces compression schedules regularly or by
request as follows:
TAIFEX

regularly. These announcements will include the product type

1. Regular: announces compression schedules

2. FRHCEECEAOARTHMRESFMBYE > A : : :

for compression, the schedule, and the compression service

NIRRT FZEERP §i§&ﬁﬁ’fﬁ LR RN R i AR providers.

A ELE - N NELTARME IR LB 5 2. By request: Clearing members may submit compression

VE % B Fa] B3R A3 R g HRZ’%?}]— ° applications to TAIFEX. TAIFEX will announce compression
schedules as needed based on the number of clearing accounts
and total positions involved in an application. These
announcements will include the product type for compression,
the schedule, and the compression service providers.

832 (LR 4E W FHoperd ) 8.3.2  (Procedure for applying compression)

LHER R AP AR kAP A A
SR RT AN ERBRAF I LY %

LRI N I

1\4
=
K

A clearing member shall, by the deadline announced by
TAIFEX, apply to participate in compression cycle by the
procedure specified by TAIFEX or the compression service
provider .

Clearing member and client participating in compression shall

agree that TAIFEX may provide position details on the clearing
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PR
=N £
E IR _% R 20 RT 8 S5 _,-r Erid ‘/] ’ —,t—' ffE; ‘i/I H l”f};‘ .,EJ,:

FRIL N R M2
5 e i

accounts participating in compression to the compression service
providers.

For cleared transactions to be compressed and the expected

Pood @I RaEtonp 2 B FEP o | s to be
new cleared transaction with identical future net cash flows, the
clearing payment due date shall not be the compression effective
date or the following business day.

8.3.3 (BPfrE4s 4 %) 8.3.3  (Procedure for effecting compression)

D PTINE R LT A D P R8RS Where TAIFEX, before compression is effected, follows
BT L AR FE R R AR BEES B E R TAIFEX's or the compression service provider's final execution
kT MY B ELE R 4 'ﬂﬁ S A AP EE AH e adv1.cc? an.d calculat.es and finds the clearing margin balance on. the

participating clearing accounts to be lower than the required

BREEERATHERESL - . . . .
clearing margin, TAIFEX may require that the clearing members

PR R T R e 4 o pay a margin.

L & & 00k P 3 Ar B 48 5 ¢ AT SR R 3P B 4 TAIFEX procedure for effecting compression should meet the

A ARA TR BE2@ERZEH 48 | following requirements:

REPRE ARBRAEHR > BRI MESHEEXE | 1. Final execution advice and compression data on clearing

o accounts will require the consent of all participating clearing

2. ANANHMBEAL KB TFAGRE T 0 & members and clients. Compression will be invalid if any of

RAT » R BEERLEPTER  REBESFHZE
ERPHEIRELEBEINAHULEERESL
B AN RTHMBEEREE EF—S B2
HHERPEIRELBBERNBEHLEELRES
BF > 3% R 3FA R 4E4E ¥ Bk o

the parties is in disagreement.

2. Where TAIFEX, between 17:00 and daily closing on the
compression effective date, follows the compression service
provider's final execution advice and checks the clearing
margin balance on the participating clearing accounts to be
higher than the required clearing margin, TAIFEX will
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PHIMBEZEEZY AP HFIFMLP
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AN ) M H @ B2 B R 45 A ARR 0 BN
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proceed to effect compression. If the clearing margin balance

on any of the participating clearing accounts is lower than the

required clearing margin, compression will be invalid.

TAIFEX performs the procedure for effecting compression as
follows:

1. Once cleared transactions are compressed, the rights and
obligations between the clearing member and TAIFEX
regarding the cleared transactions will be extinguished
immediately and the cleared transactions terminated. Where
new cleared transactions should be created after compression,
the clearing member will create new cleared transactions with
TAIFEX at the same time.

2. Ifthe old cleared transaction in the preceding subparagraph is

a client transaction, the rights and obligations between the
clearing member and the client regarding the client cleared
transactions will be extinguished and the cleared transactions
terminated. Where new cleared transactions should be created
after compression, the clearing member will create new client
cleared transactions with the client at the same time.

3. The daily settlement type for the new clearing transactions
will be determined by the type specified by the clearing

accounts.

4. If TAIFEX performs compression and encounters a position

transfer application for a clearing transaction to be terminated
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due to compression on the same day, except where the
clearing member or the client is in default, suspension or
termination of business, or any other circumstances under
which TAIFEX finds it necessary, the position transfer
application will be invalid.

5. Compression termination amount to be paid or received
between TAIFEX and a clearing member should be made on
two business days following the compression effective date.

834($ 5) R4 HE RS T X R RO EA)
Ao PRI ER IR L PV R R

8.34 (TAIFEX's disclaimer for compression service
providers)
TAIFEX is not responsible for the compression performance or

3T 5 EL,‘*;#EFﬁ@FRjZ-’ZﬁFw’E“T{o
efficiency or any other service provided by the compression service
providers.
%4 i I AR Chapter 9  Position Surveillance
91 (BEwEIMEFEIFEFRX) 9.1 (Calculation of Position Concentration for Clearing
AP L RED HAAE BB k2 g B0 @ | Members)
B E G R B R MR R METAR In order to maintain market order and protect soundness of
S 3 SE Tt Pl
, L , market development, TAIFEX may perform clearing member
ARG RER Y R AR R e - P P e
N O HE O e g L B R position surveillance based on position concentration.
- S N FHE 2 IR RN . o L
' i P Lk § R %% o i For TAIFEX clearing members, position concentration is
WE AT o

based on the ratio of the sum of required margin requirement for
all clearing accounts of a clearing member to the total required
margin requirement for all clearing accounts of all clearing

members.
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9.2 (Standards for Position Concentration for Clearing

Members)

Based on position concentration of clearing members,

TAIFEX sets out position concentration standards as follows:

1. Warning standard: The position concentration of a clearing
member reaches 15%, and the required margin requirement
meets TAIFEX's standard.

2. Disposition standard: The position concentration of a clearing
member reaches 20%, and the required margin requirement
meets TAIFEX's standard.

TAIFEX may notify clearing members to monitor position
concentration when the position concentration standard is

reached ; where the disposition standard is reached, in addition to

notify clearing members to monitor position concentration,

TAIFEX may take measures set forth below:

1. Collect additional margin.

2.0ther necessary measures to maintain market integrity or

protect the sound development of the OTC derivatives market.
The margin requirement under Paragraph 1 and the method of
calculation for additional margin under Paragraph 2 will be
specified by TAIFEX in a separate announcement.

FLE ApBEAS

Chapter 10 Default Fund

-8 BAXNSEALZHERMAE

Section I (Calculation of the OTC derivatives default fund and

contribution)
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10.1.1 (Establishment of total OTC derivatives default fund)

The amount of additional OTC derivatives default funds to be
deposited by clearing members as a whole after the carrying out of
OTC derivative clearing and settlement operations shall be the
amount by which the total OTC derivatives default fund exceeds
the base OTC derivatives default fund.

TAIFEX shall calculate and review the "total OTC derivatives
default fund" referred to in the preceding paragraph at least once
annually, depending on market scale, and after fixing an amount,
shall report the amount to the competent authority for approval and
recordation. However, exceptions apply where recalculation is
required under Article 60 of the Taiwan Futures Exchange OTC
Derivative Clearing Operating Rules.

The amount of the total OTC derivatives default fund shall be
calculated as the sum of the first and second largest possible losses
of clearing members estimated by using stress testing.

The base OTC derivatives default fund referred to in
paragraph 1 is OTC derivatives default funds contributed by
clearing members prior to carrying out OTC derivatives clearing
and settlement operations.

1012 (&#H¢
BN

BRGHEARBLEEALZ 44

10.1.2  (Calculation of the amount of additional OTC
derivatives default funds to be contributed by clearing

members)
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RBBER L2 b kLR The amount of additional OTC derivatives default funds to be

Hhp Tsi b ALY contributed by clearing members as a whole shall be divided

N TR P among the clearing members according to the ratio of the average
E R~ B

daily required clearing margin of each clearing members to the
average daily required clearing margin of all the clearing members
in the last three months.

Regarding the calculation of the amount of additional OTC
derivatives default funds to be contributed by each clearing
member in the preceding paragraph, TAIFEX may make
adjustment as needed or in the event of a clearing member

terminating the clearing service.

EAhwzdrsge) 10.1.3  (Contribution to and withdrawal from the OTC
B F $ULEE 2 2|28 4 4 | derivatives default fund)

@f FAF2 A b Where the am01'1nt of addition.al OTC derivatives default fund

$o A3 dﬂz @k s Ad required to be deposited by a clearing member as calculated under

the preceding article is greater than the amount already deposited,
the clearing member shall deposit the difference; where the amount
of'additional OTC derivatives default fund required to be deposited

is smaller than the amount already deposited, the clearing member

%%éﬁ
LB X ¢ BT HEARLE | may withdraw the difference following notification by TAIFEX.

Az P42 By £ p p S Except for the cooling-off period in Article 58 of the Taiwan

Futures Exchange OTC Derivative Clearing Operating Rules, at

g B . ,§ #H }:L FFRAEE A h A the beginning of January, April, July, and October of each year,

TAIFEX shall calculate the amount of additional OTC derivatives
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default funds required to be deposited by each clearing member
pursuant to the preceding article. Each clearing member shall
deposit or withdraw the amount to be deposited or withdrawn
under the preceding paragraph within three business days counting
inclusively from the date of notification by TAIFEX.

TAIFEX may change the frequency of calculation of
additional OTC derivatives default fund to be contributed by each
clearing member in the preceding paragraph as needed to reflect

market conditions.

P EHERIGEEASZH MM Section II  Disbursement and replenishment of the OTC
derivatives default fund
102.1 (JEBAREGEEEL22HF) 10.2.1 (Disbursement of the OTC derivatives default fund)
BEECR I HAHERBERGL LB GEL > RAD TAIFEX may use resources in the order provided in Article
AR TERAR ST L A - K- B N o AL 58, Paragraph 1, Subparagraphs 1 to 3 of the Taiwan Futures
B mF PR jﬂz DR RS 6B S REE L LT Exchange OTC Derivative Clearing Operating Rules to cover
CHBERER BT RSB LT (T TN default losses when a clearing member fails to fulfill its clearing
)N I AT AL () “ER ¢ EA . .
’ AT RS (sl i and settlement obligation. Any shortfall will be covered by non-
AP BRTAFEAATLRERE

defaulting clearing members' contributions to the OTC derivatives

—_ %}
. ~my

o W~ W
{

PEOETERATEOF LA - F L o FF L default fund in Subparagraph 4 of the same article and pro rata
R AT R ERT LR e amount of additional contribution in Subparagraph 5 (hereinafter

2.% 1152 ezt MR Y R 284 g ) referred to " Member Assessment "). The utilization may be
(1) &4 ¢ % g ;F‘k AHEARY ARG Mg determined by the following factors.

1. For each non-defaulting clearing member, the risk of

transactions in such product category owned by such non-
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(2) % i* 3 ‘% % % BB RE Y AR T defaulting clearing member to the aggregation of risk of

i Rt ’Jﬁ o transactions in each product category owned by the same non-

3) &ird § %2 XL AR % defaulting clearing member, on the business day preceding
default.

2. Each non-defaulting clearing member's participation in auction

as provided in Article 11, Section 5(2):

HENGEGRAFRHULIAEZFAAF LTS (1) A compulsory auction participant who did not make a bid
AR S R ki S N or whose bid was lower than the reserve price.
NS BAE 2 A0 R ERRP ST L NiEF A (2) A compulsory auction participant who made a bid higher
TLEEFF o than or equal to the reserve price but lower than the winning
bid.

(3) A compulsory auction participant who made the winning
bid or a bid higher than or equal to the winning bid.
(4) A non-compulsory auction participant.

The cap that the non-defaulting clearing member contributes
to the OTC derivatives default fund to compensate the default loss
shall be the amount that is equivalent to the required OTC
derivatives default fund contribution amount on the business day
immediately preceding the first day of the cooling-off period. The
cap of Member Assessment to compensate the default loss shall be
referred to Article 58, Paragraph 3 of the Taiwan Futures Exchange
OTC Derivative Clearing Operating Rules.

1022 (FFEXHLEHETEREGFZHII>ELE) 10.2.2 (The required Member Assessment to be contributed

by non-defaulting clearing members)
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When TAIFEX calculates that OTC derivatives default fund
contributions by non-defaulting clearing members are insufficient
to cover default losses, TAIFEX may notify non-defaulting
clearing members to provide Member Assessment to cover the
losses.

The non-defaulting clearing members shall deposit the
amounts in cash on the first business day counting inclusively from
the date of notification by TAIFEX.

Any balance of Member Assessment deposited by non-
defaulting clearing members after covering the losses incurred by
the default(s) during the relevant cooling-off period will be
returned to each non-defaulting clearing member notified by
TAIFEX.

1023 (AR LERALHH XEZ

AAPRLEDBRG- P LA ER

10.2.3 (Replenishments of the OTC derivatives default fund)
TAIFEX calculates the total required amount of the OTC
derivatives default fund and contributions to be made by clearing
members on the last day of the cooling-off period in order to
compensate the losses incurred by a new default of clearing
members following the last day of the cooling-off period.
TAIFEX manages separately the contributions from clearing
members in the preceding paragraph and the balance of OTC
derivatives default fund on the last day of the cooling-oft period.
Following the completion of the default management process

of default(s) relating to such cooling-off period, clearing members
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may reclaim the balance of the OTC derivatives default fund in the
later sentence of preceding paragraph after covering default losses
notified by TAIFEX.

Contributions required of clearing members in Paragraph 1
shall be made within three business days counting inclusively from
the date of notification by TAIFEX.

A clearing member, from the effective date of cancellation of
its clearing membership, shall bear no obligation to make
contributions to the OTC derivatives default fund under this article.

Chapter 11 Default Management

Section I
Default

Measures in Response to a Clearing Member's

11.1.1 (#HREEF)
F¥ERFIMB TS ERE YK

11.1.1 (Default Management Process)
Where a clearing member defaults for financial reasons,

TAIFEX may initiate the following default management process:
1. Suspend the defaulting clearing member's clearing operations and

clearing margin withdrawals.

2. Proceed to transfer positions and clearing margins of non-

defaulting clients of the defaulting clearing member.

3. On the date of occurrence of a default by a clearing member, to

transfer cleared transactions from the defaulting -clearing
member's proprietary accounts and defaulting client accounts to

TAIFEX's OTC default management account for disposal. Once

84




ey N jmR e
Xk
!
b

= e
o
o \",3: ~
(\x,
%
=
>
<%

T

Lo~

4F i
Jo

N o
de e
2
el (i
B

i\

(LR S
B2 @G b M Fpg o
ARIE S BN 4R
3R E R
R LA
Fokx g Rdpsrid

(‘;1\* Yy Yoy
\4

>

N
=4

PR
SR

N
«—l

A
1vr:
*'—“ IRy IRy

e
|

#
e
P

g

et ™ ey
T
N,
DI
AS

,
N

|
=y
e

bo

>L.
i e =
R

1

)
~

...\

IRy IRy
My WY

PN
(\.
ik

ST
W =%

ECINC R N L
(\

0%
iy
X

R
o

g

3T (A W28 R
Jfﬁ AT KR

A

o

I

the position transfer is complete, the cleared transactions of the
defaulting clearing member's proprietary accounts and defaulting
client accounts will immediately be terminated.

. After 17:00 on the second business day after the occurrence date
of the clearing member default, cleared transactions of non-
porting clients will be transferred into TAIFEX's OTC default
management account, and the cleared contracts of non-porting
clients will immediately be terminated.

. The Default Management Group (hereinafter referred to as the
DMG) will be convened to propose hedging strategies and auction
methods for the defaulting clearing member's positions and other
default procedures.

. The defaulting clearing member's positions will be hedged.

. The defaulting clearing member's positions and hedging positions
will be auctioned.

TAIFEX prescribed in the preceding paragraph sets up
separate  TAIFEX's

individual defaulting clearing members. Separate accounts must be

OTC default management accounts for

kept to distinguish the defaulting clearing member's proprietary
and individual client accounts, and record whether the clearing
member and its client agree to deposit all margin to TAIFEX.

The non-porting clients in the first paragraph refer to the

defaulting clearing member's non-defaulting clients whose cleared

85




contracts and clearing margins have not been transferred to any
clearing member with whom the defaulting clearing member has
entered into a succeeding arrangement(hereinafter referred to as a
succeeding clearing member) or other clearing members
designated by the clients.

The defaulting clearing member's positions in the first
paragraph refer to the defaulting clearing member's proprietary
positions, defaulting client positions, and non-porting client
positions that have already been transferred to the OTC default

management account.
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11.1.2 (The convene and advice of DMG)

In the event of a clearing default for financial reasons,
TAIFEX will convene the DMG to consult on the matters relating
to the disposal of the positions and clearing margins of the
defaulting clearing member.

The DMG shall give advices regarding the following:

1. Hedging strategies for a defaulting clearing member's positions,
selection of hedging counterparties, and terms and execution of
transactions.

2. Position composition of an auction portfolio, and auction rules,
date, and time.

3. Matters relating to default management and loss control

procedures.
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TAIFEX may convene the DMG at any time during the period

of default management process.
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11.1.3 (Clearing members' duty of confidentiality)

Clearing members shall keep confidential all information
obtained from their participation in TAIFEX's default management
process. Clearing members shall not disclose such information to
any third party, except in response to queries made according to the

law.

11.14 (BEGEamEEPLEEEREMS)
RECERFIEYRT EAP AN REY BE ¥
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11.1.4 (Conditions for clearing members to resume clearing
operations)

Clearing members who have been suspended from clearing
operations by TAIFEX due to a default may submit an application
to resume clearing operation and a Statement to TAIFEX after the
cause for suspension no longer exists.

Clearing members whose applications to resume clearing
operations have been approved by TAIFEX may resume their
clearing operations, and have TAIFEX make the announcement to

the market.

11.1.5 (EHRITFEHR)
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11.1.5 (Default Fire Drills)

TAIFEX will notify the timetable and scope for each default
fire drill prescribed in the preceding paragraph to the clearing
members and the DMG.

Upon receiving such notification, the clearing members shall

dispatch their representatives to participate in the default fire drill.
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REEE X AIL | B RF E Y 28 A0 PG 9 ILF The DMG shall participate in regular default fire drills
o conducted by TAIFEX on an annual basis.
Pt BHEECBERENE, 2R EEE Section II  Protection of Non-defaulting Clients of the
Defaulting Clearing Member
1121 (RBHEP IMBRIRESILHE L) 11.2.1 (Protection of non-defaulting clients' positions and
FEEAFIMATIZFERE Y LA {g‘r £ clearing margins)
S Jﬁz B 4y A LD B R A2 A QL S C}earing members who have been suspended from clearing
PRSI RERE ER o RS RE RS f ey operatlo.ns by TAIFEX for ﬁnar.101a1 reasons shall transfer cleared
SR A A transactions and clearing margins of non-defaulting clients who
TEE LK : : :

" v , have agreed to transferring to the succeeding clearing member and
EHeEr AR T L ST SR 5 W= . . )
EARFEAAROT S HANEA FE E BRI have the succeeding clearing members to perform the clearing

A2 A Sh g Ry 2954 R BRAH L | opligations to TAIFEX.

Where non-defaulting clients of defaulting clearing members
instruct to transfer their cleared transactions and clearing margins
to other clearing members designated by the non-defaulting clients,

the defaulting members shall follow the instructions.

1122 (REHZPIMRAHELFE)
BEERZDIERTIHINCE FHES T REE
RS EERUT Y E NG HF A pE oY Ep T
moo RTHR TS ASDTHE ISR ;%—

LY GREREL AP YEP I AL PFI TSI
2. ¥ A IR » ¢
MR FEILAS TR -

! =4
-8 ﬂﬁ- i
il

11.2.2 positions and

clearing margins)

(Porting of non-defaulting clients'

Clearing members, following the rules above, shall enter into
client clearing agreements with the clients before applying to
TAIFEX for the porting of the clearing contracts and clearing
margins of the clients. In addition, such clearing members shall
follow the rules below and submit a porting application to TAIFEX
by 17:00 on the second business day after the default.
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. Application can be submitted between 9:00 and 17:00 on TAIFEX

business days.

2. Where an application requests whole positions and clearing

margins to be transferred, the receiving clearing member shall
confirm the porting details before the end of daily clearing
process.

. The receiving clearing member shall have a sufficient clearing

margin in the client's clearing account.

4. Client accounts applying for porting that have received a margin

call notice from TAIFEX shall make up the shortfall before
submitting an application.

Where the receiving clearing member accepts a porting
application from the client, the receiving clearing member may
apply to TAIFEX to review a detailed statement on the positions
and clearing margins of the client in the defaulting clearing
member's account.

TAIFEX will execute porting of non-defaulting clients'
positions and clearing margins between 17:00 and the end of daily
clearing process on the same day of a receiving clearing member's
application. The end-of-day clearing process will be performed
according to the position balance after porting, and the amount
payables/receivables by the clearing members for position porting
will be calculated accordingly.
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11.2.3 (Handling of non-porting client positions)

Where a non-defaulting client of a defaulting clearing
member is found in any of the following circumstances, TAIFEX
positions into the OTC default

management account for disposal:

may transfer such client's

1. The client fails to transfer positions and clearing margins by the
porting deadline.

2. TAIFEX determines that the client's positions poses too great a

risk to TAIFEX or the client involves any other material event which

may cause a default deemed by TAIFEX.

ZH BB

Section III  Hedging Transactions

11.3.1 (i
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ENEE B BRERS)

Hrdl- e $FEHgE ¢ RN

EEEL L .

R A L

BEEEIE2ZAIHE I ELEYLEER -
FoMERLE SFAHZOE N ERII AL

\’:T-rr'%z:ilq

o

11.3.1 (Hedging of defaulting clearing members' positions)

TAIFEX may consult DMG for hedging the risks from
defaulting clearing member’s positions.

The counterparty for hedging transaction must not be a
defaulting clearing member.

Where the hedging transactions in the first paragraph are
interest rate swaps, such interest rate swap transactions are limited
to those that can be submitted to TAIFEX for central clearing.

SN
1.

1132 (#BFBRHZH4T)

j‘\’j*if’r@/]lé;‘ gﬁ%&fi7 .J.Eflfﬁ % ,l,,ﬂ}'fil
PR R E R e RPN F

e ﬁ;“é 7_3TTE_o
&

THEAPH G 2 EE -

11.3.2 (Execution of hedging transactions)

For execution of hedging transactions, TAIFEX may consult
the DMG on the following matters, TAIFEX may in its discretion
enter into hedging transactions:

1. Formulation of hedging strategies
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3.2k E g o 2. Selection of hedging counterparties
4, 23 BHRBE - 3. Specifications of transaction agreement
5. 2 A o 4. Range of transaction price
5. Execution of transaction
6. His & B FEIF o
6. Other necessary matters.
IR - RWERE LT RRE I Y E For formulation of hedging strategies in the first item above,
TR the DMG needs to consider the following factors:
I @& b 230 le st 7~ R b e 1. Composition and size of a hedged position and the risks
2. F'E A ZHEHI F2 T P 2. Potential effects of execution of hedging transactions on the
MR h PR AE GRS - market
3. Completion of hedging transactions at better prices
1133 (BB HhzLsitAmiashdsgde 11.3.3 (All necessary fees for hedging transactions and losses
B Ak are to be borne by defaulting clearing members)

SRR DA SRR FRVE S RN X All necessary fees for hedging transactions and resulting
G e OB E ¢ f AR losses/gains are to be borne by defaulting clearing members.
FwE HBE Section IV Auctions

1141 (BEFBEESZHEMR) 11.4.1 (Composition of auction portfolios)

AP EHEARFE A B HiEGRE € R TAIFEX may consult DMG, constructs separate auction
2 BN B H & R 2 R g A B 2 4 portfolios in respect of a defaulting clearing member's positions
$ut and relevant hedging positions of same products, same currencies,

and same risk attributes.
1142 (38 & 481%) 11.4.2 (Auction participants)
Non-defaulting clearing members who, within sixty business
days preceding the date of default, hold products identical with
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oA Ly Ep p o454 | those in an auction portfolio announced by TAIFEX are to
25 fijﬁ D EE R participate in the auction ("compulsory auction participants").

Clearing members who are non-compulsory auction

participants may apply to TAIFEX to participate in an auction on

a voluntary basis.

Clients of non-defaulting clearing members may, after having

v the respective clearing members’ consent, submit auction

Lim d 2P he g %2 S ‘? 7@3} "ii % >4 | applications to TAIFEX. Matters that clients shall comply will be

Py Ead e stipulated by TAIFEX.

ENEEERA TS E T - Defaulting clearing member may not participate in auctions.
1143 (44 &i#4EE) 11.4.3 (Auction notification)

AP GEHE T LAY FEE T TR Before conducting an auction, TAIFEX will notify auction

participants of the following:

1.
1. The date and time of an auction. (auction hours
2. dpFEEZIWEPNF o . : ( : :
‘ 2. The composition of an auction portfolio.
3. AR .
3. Auction currency .
= X,
4. dp % 7 s 4. The method of an auction.
5. X ‘? PR 5. The date and time of auction result announcement.
6. REHPHEFRT - 6. The date and time of settlement.
7. H#@ B EIE 7. Other necessary matters.
Ao P ? B gL AR ? » 338 Srdp TAIFEX may change or cancel an auction before such auction
g o closes, and notify the auction participants accordingly.

1144 (3EHRIB) 11.4.4 (Auction bids)
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:hfl \% b,;,‘téj R AP A w2 qp g FEF PN R dp g AR Auction participants are to provide bids during the auction
755 4 % RN ST SR NO N VR O WS S R hours as informed by TAIFEX. In addition, auction participants are
allowed to amend their bids within the auction hours. TAIFEX will

=
_j

@—;ﬁﬁmﬁﬂﬁéﬁﬁo

. . - , , treat each participant's last bid before the auction deadline as the
EEEE RS I N R R C R )] parieip

final bid.
TAIFEX may consult DMG the bids it receives in the first

i S R AR L R A paragraph, provides the bidders’ identity has been kept anonymous
A HZEF GEEF AP ELHTRERLEHEEL | fom the DMG.
e When an auction participant wins a bid, if the bid is positive,
REEEGRIL | w4 B3 FERATHRL EZPIPF 2 | the winning bidder is to pay this amount to TAIFEX; and if the bid
—%,z Ferdp g TE o is negative, TAIFEX is to pay the absolute amount of this bid to the
winning bidder.
None of the members of the DMG is to participate directly or
indirectly for any of the auction participant in auction bidding.
1145 (EHFEHERGREBEHRETHFR) 11.4.5 (Determination of winning bidder and winning bid in
AP ERT S \LL@% ﬂl_}z; 2R 1 an auction)

TAIFEX may determine winning bidder and winning bid in
«z‘"\ B ;Ey NS T y
Lrr 2 v dp § A2 5 F4p 8 3F '%’ FLEER R the following methods:

AR R LR B H S A f F AR 1.  The highest bid above the reserve price will be the winning bid,

2.0 b B dp f 2R ’ﬁ By ;ﬁ sl A D P BE RE _?;Iz and the bidder will be the winning bidder.
2. Where multiple bidders submitted the same highest bid, the

(L
first bid received by TAIFEX will be the winning bid.
W E R ;F% B FRAIUBBL B SR 5 In the event that a winning bidder may be unable to perform
BEBR2INEFG EARTY AP FEATRA LAY | its settlement obligations or has a material impact on the normal
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clearing operation, TAIFEX may take the other auction
participants' bids and determine another winning bidder and
winning bid by the method described above.

Where there is no bid received by TAIFEX in such auction or
TAIFEX is unable to determine a winning bidder by the method
above, TAIFEX may declare auction failure. TAIFEX may adjust
positions in such auction portfolio and relaunch the auction after
consulting the DMG.

Once TAIFEX announces the result of an auction, the winning
bidder will have the obligation to perform settlement with
TAIFEX. In the event that a bid winner is the client of a non-
defaulting clearing member, such clearing member shall have the
obligation to perform settlement with TAIFEX.

1146 (HEasHdin FHERBEERE)

AP RGP T AT F PSR S B
fba g A2 P AFEAAILE S i f TR
HEE o FPH g R AR M TR SRS i
SESECRRCE S

WA F TR AP - FEp = apz L
AR E R SRR S kAR R SR £ R CH

PE AR RS R A R AR L
Fp g EEAEY AP PP AR A Al e
g EHE R P o 3 R AR AR

11.4.6 (Auction

settlement)

portfolio porting and bid payment

TAIFEX will transfer positions in an auction portfolio from
TAIFEX's OTC default management account to the winning
bidder’s clearing account between 17:00 and daily closing.
TAIFEX will also calculate the auction payable/receivable amount
due for transferring positions in the auction portfolio to the winning
bidder’s clearing account.

Regarding the aforesaid winning bid, TAIFEX will

pay/receive the net cash amount in the auction currency to/from the
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FIALT 4 E Jfﬂl LEESFE —?5 » 2% ¢ A pid | winning bidder’s clearing account currency by 8:30 on the
S GNP Ao following business day without notice.

Where the net clearing margin balance on a winning bidder's
clearing account is insufficient to pay the aforesaid winning bid,
TAIFEX will, on or after 8:30 on the payment date, notify the bid
winner to deposit the shortfall in cash into TAIFEX by 11:00 on the
same day. Where the winning bidder clearing account is a client
account, the clearing member shall notify the client to make up the
shortfall by the deadline.

1147 (% j%j%fﬁ‘ _s(;agc 1) 11.4.7 (Partial Tear-Up process)
FORFERLBET o P4 A2 PR Where a defaulting clearing member's cleared transactions
Tk 4 ? . Jﬁ DR Y bk failed to be auctioned multiple times; or TAIFEX determines that
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agreement on sharing default losses on cleared transactions cannot
be reached, TAIFEX will consult the DMG, and may initiate the
Partial Tear-Up process and notify the clearing member to
terminate prematurely the following cleared transactions ("Tear-
= Up Cleared transactions"):

SR I NI ,Th ¥ - FH 2 E & g7 | 1. Cleared transactions of defaulting clearing member that failed to
BB EZ Yo be auctioned.

N l§ B E P SIER . R SRS R 2. Cleared transactions held by the non-defaulting clearing member
22 it H 2T - which have equal but opposite terms to the cleared transactions in

TR H AT A 2P B RTR L p - the preceding subparagraph.
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3. Cleared transactions executed between the non-defaulting
clearing member and TAIFEX for the purpose of hedging the
cleared transactions in subparagraph 1.

When performing end of day clearing process on Partial Tear-
Up process date, TAIFEX calculates the amount
payable/receivable on each Tear-Up cleared transaction based on
the net present value of such Tear-Up cleared transaction at the end
of the Partial Tear-Up process date.

Regarding the aforesaid amount payable/receivable, TAIFEX
will pay/receive the net cash amount in the same currency by 8:30
on the first business day after the Partial Tear-Up process date
without notice. Where the clearing margin balance on a clearing
member's clearing account is insufficient to pay the amount,
TAIFEX will, on or after 8:30 on the payment date, notify the
clearing member to deposit the shortfall in cash into TAIFEX by
11:00 on the same day. Where the clearing account is a client
account, the clearing member shall notify the client to make up the
shortfall by the deadline.

Once the clearing member settles the amount
payables/receivables on Tear-Up cleared transactions, all rights and
obligations between the clearing member and TAIFEX regarding

these cleared transactions will be immediately extinguished.

FRE EHBEZ 5

Section V Default Waterfall
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11.5.1 (Calculations of net settlement amount of the positions
of the Defaulting Clearing Member)

TAIFEX will perform calculations of net settlement amounts
by setting off the amount receivables and the amount payables for
the defaulting clearing member's positions and hedging positions
in each OTC default management account.

In accordance with Article 49 of the Futures Trading Act,
TAIFEX shall first apply the defaulting clearing member’s clearing
margin to cover the loss from the net settlement of the defaulting
clearing member in the preceding paragraph. If that is insufficient,
TAIFEX shall apply, in the order, the Defaulting Clearing
OTC derivatives default fund, TAIFEX's OTC
Derivatives Compensation Reserve Fund, the other clearing

Member’s

members' contributions to the OTC derivatives default fund, and

the Member Assessment.
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11.5.2 (The utilization order and attributed method of
financial resources from non-defaulting clearing members)

Where losses on the defaulting clearing member's positions
and relevant hedging positions are covered by the OTC clearing
fund for non-defaulting clearing members, the order and attributed
method are as follows:

1. The attributable amounts are firstly calculated by the risk ratio of

each product:
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In respect of a non-defaulting clearing member and a product
category identical to the defaulting member’s position, the
attributed amounts to cover the losses relating to each product
position based on the ratio of the end-of-day required clearing
margin at the business day preceding to the relevant default date
for such product category positions held by such a non-defaulting
clearing member to the aggregate end-of-day required clearing
margin at the business day preceding to the relevant default for
each product positions held by such a non-defaulting clearing
member (i.e. risk ratio by product).

2.The attributable amounts are then calculated by the risk ratio
among each auction portfolio belonging to the same product
category:
In respect of a non-defaulting clearing member and auction
portfolios belonging to the same product category, the attributed
amount to cover the losses relating to each auction portfolio based
on the ratio of the end-of-day required clearing margin at the
business day preceding to the auction date for such an auction
portfolio to the aggregate end-of-day required clearing margin at
the business day preceding to the auction date for each auction
portfolio belongs to the same product category. (i.e. risk ratio by

auction portfolio)
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3. Losses from each auction portfolio will be covered in the
following order based on the result of auction participation:

(1) Compulsory auction participants who do not make a bid or

whose bid was lower than the reserve price.

(2) Compulsory auction participants who made a bid higher than or

equal to the reserve price but lower than the winning bid.

(3) Compulsory auction participants who made the winning bid or

a bid higher than or equal to the winning bid.

4. Non-defaulting clearing members’ attributable amount of the
same order in the same auction portfolio in the preceding item are
applied by the ratio of the attributable amount of such a non-
defaulting clearing member to the total attributable amount for all
clearing members of the same order.

5. In cases where it is not possible to fully compensate the loss
pursuant to the previous paragraphs, remaining OTC derivative
default funds from other auction portfolios belonging to the same
product category will be applied.

6. In cases where it is not possible to fully compensate the loss
pursuant to the previous paragraph, remaining OTC derivatives
default funds from non-defaulting clearing members will be
applied based on the ratio of such non-defaulting clearing

member’s remaining OTC derivatives default fund to the total of
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each non-defaulting clearing member’s remaining OTC

derivatives default fund.
In cases where it is not possible to fully compensate the loss
pursuant to the previous paragraph, the article shall apply to the

case of utilizing Member Assessment.
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11.5.3

Margin Gains Haircut amounts)

(Default losses to be covered by using Variation

Where the Member Assessment from non-defaulting clearing
members is insufficient to cover the default loss incurred by
TAIFEX, the amount of the remaining default loss shall be allotted
to each account of non-defaulting clearing members according to
the ratio of the net receivables of clearing amounts by each account
during the period from the cooling-off period to the date on which
all auctions portfolios have either been successfully auctioned or
been terminated.

The total amount (so called Variation Margin Gains Haircut
amount) allotted to each account of non-defaulting clearing
member shall not exceed the net receivables of clearing amounts
during the cooling-off period.

When a clearing member is notified by TAIFEX of the
Variation Margin Gains Haircut amount prescribed in the first
paragraph, the clearing member shall deposit such amount in cash
to TAIFEX before 11:00 of the next business day following the date

of notification.
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NE RERLH Section VI  Close-out Netting
11.6.1 (#3E&HE) 11.6.1 (Close-out Netting)
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In accordance with Article 65 of the Taiwan Futures Exchange
OTC Derivative Clearing Operating Rules , when terminating a
clearing member's cleared transaction by conducting close-out
netting (hereinafter referred to as “Close-out Netting”), TAIFEX
shall calculate the termination values of each clearing account on
the same day (i.e., the date of Close-Out Netting).

The termination value of a clearing account of a clearing
member is the aggregate of the positive and negative values of each
subparagraph listed below. If the aggregated net amount is positive,
TAIFEX shall pay that amount to the clearing member; if it is
negative, the clearing member shall pay the absolute value of that
net amount to TAIFEX:

1. The net present value and related collateral values of the cleared
transaction as of the end of the close-out netting date.

2. Settlement amounts for cleared transactions receivable or

Rt ERE LRy GRBEHD 2272 i EJF'Z ’ payable on or before the Close-Out Netting Date (including
MR e e receivables and payables for the period from the original
FoBBEEC 2w B E o AN TR scheduled maturity date to the Close-Out Netting date).
Z-FFEPpIEAEZ L oW ’fii’l‘ﬁ F] ’H:i BEFIRE T o 3. Other receivables and payables of the clearing account.
BEECEHEES2ZMERY BRSPS LA REY If an amount under any subparagraph of the preceding
#ﬁ_ﬁ P AP PP P AP LAl RN R paragraph is a receivable due and payable by TAIFEX to the
BEERRER S - pER o RAFFURE MG clearing member, it shall be expressed as a positive amount; if it is
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AP S HEERSFHE S —?5 P BB E R B R PR a payable due and payable by the clearing member to TAIFEX, it
TR shall be expressed as a negative amount.

In respect of the termination value of a clearing account
prescribed in paragraph 1, TAIFEX shall pay or receive the cash
amount in the same currency before 8:30 am on the business day
following the date of Close-Out Netting.

Where the cash margin balance on a clearing member's
clearing account is insufficient to pay the settlement amount,
TAIFEX will notify the clearing member on 8:30 am on the
payment date and clearing member shall deposit the shortfall in
cash into TAIFEX by 11:00 am on the same day. Where the clearing
account is a client account, the clearing member is to notify the

client to make up the shortfall by the deadline.

¥L-o% RIRDBFEIRMALTRFESE Chapter 12 Clearing Service Fees and Network Fees
¥ SEBREE Section I Clearing Service Fees
12.1.1 (Z£E G BxmE) 12.1.1 (Registration fees for clearing members)
PR AP R RN E BB ERTHR When an applicant becomes a clearing member of the TAIFEX,

the applicant shall pay a registration fee according to the following
provisions:
1. Fee: NT$300,000. If the applicant is a shareholder of the
TAIFEX when it enters the clearing and settlement
transaction, the registration fee shall be NT$200,000.
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2.

The registration fee shall be paid before the applicant enters
the clearing and settlement transaction. After it begins
operations, the clearing member may not request a refund.

1212 (HEEHE)
BRERAMARZEY BRER TG RT&
TR TG LR
HEFHRE
() Z3w7 HAPREEARIBETYFEIH e
BIHPFd ARPT F L2
(QarFy REPLEEASEFEFEET N2 2P
N ERIE B “’g_#.é??g.’* ;_,’f_!'?jffrj AT A2 2 o
FakFRE
(1) B8 6 R ¢ 15 0E 03 45 30 T 4578 5 ok 2
SR F- LR8P LENZF Ko
(2) BH g R Y iR £V 450 0T 4RI 2
BEZ O B - BEEQHMFTERT FAK o
ARG FEE B AE SR PANRLE IR
B2 B TR B-BEROEm R =g -

BB TFEE LA R THAINBE  BATLER
GTRBBE-BABEZ MR Y - epEig
HELTERENEPIIMBHEE  LUNTFHRE -
EEFEE  AQARLEREMIELES > THMNEE
FHRE BEHER—GAE-

12.1.2 (Clearing Fees)

Except where otherwise provided, clearing members engaging

in clearing and settlement business shall remit clearing fees
according to the following provisions:

1.

2.

Clearing fees

(1) Registration fee: The registration fee is charged according
to the terms of cleared transactions submitted by a clearing
member on the day. The rates will be announced separately
by TAIFEX.

(2) Maintenance fee: The maintenance fee is charged according
to the nominal principal balance of surviving cleared
transactions at daily closing. The rates will be announced
separately by TAIFEX.

Netting fees:

(1) When a clearing member requests a basic netting, NT$300
will be charged for each terminated cleared transaction.

(2) When a clearing member requests a blending netting,
NT$500 will be charged for each terminated cleared

transaction.

103



file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/市場規章上網公告/店頭衍生性金融商品集中結算業務施行辦法（第五、六、八、十、十一章草案）_0706.docx%23AINDEX
file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/市場規章上網公告/店頭衍生性金融商品集中結算業務施行辦法（第五、六、八、十、十一章草案）_0706.docx%23AINDEX

3. Compression fee: When a clearing member requests a
compression, NT$300 will be charged for each terminated
cleared transaction.

4. Position transfer fee: When a clearing member makes a
position transfer request, the transferee is to pay NT$500 for
each cleared transaction transferred to it. However, the fee is
exempted for position transfers made for non-defaulting
clients of a defaulting clearing member.

5. Foreign exchange fee: Where TAIFEX makes foreign
exchange for clearing members, TAIFEX will charge a
foreign exchange fee of NT$200 per transaction.

—
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12.1.3 (Securities As Administrative Fee Payments)

Where a clearing member performs clearing and posts book-
entry central government bonds as margin collaterals, unless
otherwise stated, the clearing member is to pay the fees below for
posting securities as margin collaterals:

1.  Account management fee: 0.05% p.a. calculated daily as
collateral used to cover margin in individual client account and
proprietary account of the clearing member.

2. Account maintenance fee: 0.007% p.a. calculated daily as the
balance of book-entry central government bonds in individual
client account and proprietary account of the clearing member.

3. Interbank transfer fee: as stated in the fee schedules of

individual settlement banks.
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12.1.4 (& HARAS B Ui F )

12.1.4 (Clearing Fee Payment Method)

AAPE R B ¢ ﬁ - ME R w3t TAIFEX calculates the fees under the two sections above due
FH RS OE SRS AR L T Y- for tITe month from client accounts and proprietary account§ of faach
HoREE R Bua0 LT p s j\ 2P g clearl'ng member at the end of eac‘h month, and sen(?s the invoices.
) Clearing members are to deposit the payments into TAIFEX's
o designated account by the 15th day of the following month.

1215 (BEBRHEE LML) 12.1.5 (Late Penalty On Clearing Fees)

BEERBRVHRY UL HY LT B R All fees payable under the provisions of this Fee Schedule shall
X G- P AP W R AT AL - be remltted by the relevant due date. TAIFEX may add a one percent
B AW ITI- B 9 A HA jﬁ N L delinquency charg_e to Iate_ payments for each day past the due date.
EH T L AR ERB LB AR - For f_ees that remain unpaid one month after t_he due date, TAI_FEX

may impose a penalty of NT$500,000 or terminate the transaction.
Bt R IEE Section I  Connection Fee Schedule

12.2.1 (B H ;’g ) 12.2.1 (System usage fee )

BEERAA LS B AP G REA Y When a clearing member or its client enter into an OTC
BE SR BRI wd MY BE g R BT R Deri\./atives Cleafing Connection A.greement with TAIFEX, the
TEeY /f@ = clearing member is to pay the following System Usage fee:

T Y T T EE Ty 1. Fee: NT$2,000 per syst(?m account per month. ‘
2. The System Usage fee is to be calculated on a monthly basis.
2. RHRRERFRREAAAFM  RE—EAL > A Odd days will be rounded up to one month.

BAHE 3. The System Usage fee for the first month is required to be paid
3. BERFEITEHETAMLRBSETLEETHERZYA before signing of the OTC Derivatives Clearing Connection

BANE — A B 2 iR R IR % o Agreement.

4, AP E REF % W tEH G & E ¢t H 4. TAIFEX will send the invoice for the following month to each

105



file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/市場規章上網公告/店頭衍生性金融商品集中結算業務施行辦法（第五、六、八、十、十一章草案）_0706.docx%23AINDEX
file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/彙整/0.OTC市場規章檢核及進度規劃-(彙整版修改請通知chimu).xlsx%23作業條文明細!G143
file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/市場規章上網公告/店頭衍生性金融商品集中結算業務施行辦法（第五、六、八、十、十一章草案）_0706.docx%23AINDEX
file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/彙整/0.OTC市場規章檢核及進度規劃-(彙整版修改請通知chimu).xlsx%23作業條文明細!G144
file://///bdc/結算部/共用區/_104年店頭衍生性商品集中結算/51.%20Rulebook%20and%20Procedures/2.OTC相關規章辦法/市場規章上網公告/店頭衍生性金融商品集中結算業務施行辦法（第五、六、八、十、十一章草案）_0706.docx%23AINDEX

P
2,

=

4
Jor

X R EEE V-1 I
RS

o

‘”\

§ R RS

clearing members at the end of each month. The content of that
invoice includes the Systems Usage Fees of clients. Clearing
members are to make the payments before the 10th day of the
following month.

1222 (##4)

12.2.2 (Penalty for late payment )

Where a clearing member fails to make payment as required
above, TAIFEX may charge a penalty at 1% of the amount for each
day after the deadline. TAIFEX may impose a penalty of
NT$500,000 or terminate the OTC Derivatives Clearing Connection

Agreement if a late payment remains outstanding after a month.

Chapter 13 Business Filing and Record Keeping

F—m EHTR

Section I Business Filing

1311 (HHEGBFMFAR)
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13.1.1 (Ttems that Clearing Member Shall File )
Clearing members are to report the following to TAIFEX:

1. Basic information

(1) A clearing member's profile information is to be reported
before start of operation or within three business days after a
change.

(2) Changes in the list of a clearing member's directors,
supervisors, managers, and shareholders with a more than 10%
stake in the clearing member and changes in shareholding are

to be reported by the fifteenth day of the following month.
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(3) Any succession agreement with another clearing member is to

be reported to TAIFEX within five business days after the

agreement is entered into.

(4) Basic clearing account information is to be reported before the

()

business day preceding the effective date for account opening
or change.
A list of clearing supervisors and staff is to be reported within

five business days after the change date.

2. Material business changes

(1)

2)

&)

Where a clearing member is in any of the circumstances that
renders it unable to continue to meet the criteria for clearing
members, such circumstance is to be reported by the tenth day
of the following month.

Where a clearing member or its head office conducts a capital
decrease that changes the capital by 10% or more of the initial
paid-in capital, the capital decrease is to be reported to
TAIFEX within five business days after the shareholders
meeting passes the resolution.

Where a clearing member is in any of the circumstances listed
in Article 11, Paragraphs 1, Subparagraphs 4 to 7 of the Taiwan
Futures Exchange OTC Derivative Clearing Operating Rules,
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such circumstance is to be reported within five business days
after the fact becomes known or occurs.

(4) Suspension, resumption, and termination of a clearing
member's business; or launch, addition, change, or termination
of a clearing operation are to be reported in advance.

(5) Revocation of a clearing member's or its head office's license
to make derivatives transactions or conduct derivatives
operations is to be promptly reported.

(6) Suspension, revocation, or termination of a clearing member's
or its head office's clearing membership by reasons of
defaulting on a foreign exchange or clearing institution is to be
promptly reported.

(7) Clearing member who is unable to pay debts or are in danger
of default due to significant deterioration in business or
financial conditions, should report immediately.

(8) Where a clearing member or its head office is required by
foreign regulations to report financial ratio changes or other
circumstances with a material impact on its financial structure,
such requirement is to be promptly reported.

(9) Where a clearing member or its head office conducts

dissolution, liquidation, bankruptcy, restructuring, relief or
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2)

other similar legal proceedings, such proceedings are to be
reported in advance.

(10)Interruption or failure of a clearing member's power supply,
computer systems, or communication equipment; natural
disasters, riots, or war; or other force majeure events that affect
normal operation or cause material losses is to be promptly
reported.

(11)For clearing members whose applications are subject to the
conditions in paragraph 2 of Article 2.1.2 and Clause 1 to 3
under subparagraph 1 under paragraph 1 of Article 2.1.3, their
financial holding company, foreign financial holding company,
controlling company or head office who has Clause 2, 4 to 9,
shall immediately report to TAIFEX.

3. Client clearing data

(1) Client clearing and settlement contracts are to be reported

within three business days after they are entered into between a

clearing member and a client or amended.

Written statements made by clients are to be reported within

three business days after a client clearing and settlement

contract is entered into between a clearing member and a

client.
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4)

()

(6)

Opening, change, or termination of an OTC client margin
account is to be reported within five business days after the
effective date.

Data on client default are to be reported on the respective
default date.

Termination of a client clearing and settlement contract by a
clearing member is to be reported ten or more business days
prior to the termination date.

Where a clearing member terminates a relationship as a backup
clearing member for a client, such termination is to be reported

within three business days after the termination date.

4. Financial reporting

(1)

2)

€)

Monthly statements: to be filed by the fifteenth day of the
following month.

Semiannual statements: to be filed within two months after the
end of the second quarter of each fiscal year. However, if a
clearing member is a Taiwan branch of a foreign bank, it is
exempted from reporting.

Annual statements: to be filed within three months after the
end of each fiscal year; or to be filed within four months if the

clearing member is a Taiwan branch of a foreign bank.
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(4) Where Section 2.1.2, Paragraph 2 and Section 2.1.3, Paragraph
1, Subparagraph 1, Items 1 to 3 apply to a clearing member's
application, the clearing member's financial holding company,
foreign financial holding company, controlling company, or
head office is to file semiannual financial statements and
annual financial statements according to the preceding two
items. If the competent authority in the place where the foreign
head office is located has otherwise stipulated the deadline for
filing, such stipulation shall prevail.

5. Financial structure reporting is to be completed according to the
respective sector and within three months after the end of the
second quarter of each fiscal year and the end of each fiscal year.

(1) Where the clearing member is a bank, the Capital Adequacy
Ratio is to be reported.

(2) Where the clearing member is an insurance enterprise, the
Risk Based Capital Ratio and Net Worth Ratio is to be
reported.

(3) Where the clearing member is a securities firm, the
Regulatory Capital Adequacy Ratio is to be reported.

(4) Where the clearing member is a bills finance company, the

Capital Adequacy Ratio is to be reported.
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(6)

(7)

(8)

Where the clearing member is a futures commission merchant
that concurrently operates as a leverage transaction merchant,
the percentage of adjusted net capital out of the total amount of
customer margins required for the open positions of futures
traders is to be reported.

Where the clearing member is a subsidiary of a financial
holding company prescribed in the “Financial Holding
Company Act”, the capital adequacy ratio of the financial
holding company or foreign financial holding company on a
consolidated basis is to be reported.

Where the clearing member is a subordinate company
prescribed in the “Company Act”, the controlling company's
financial structure information listed under Items 1 to 5 for the
respective sector is to be reported.

Where the clearing member is a branch established within the
territory of the R.O.C. by a foreign financial institution
according to the law, the head office's financial structure
information listed under Items 1 to 5 for the respective sector is
to be reported. If the competent authority in the place where
the foreign head office is located has otherwise stipulated the

deadline for filing, such stipulation shall prevail.

112




Where a clearing member is notified by TAIFEX to provide in
a specific amount of time financial or business information on
TAIFEX clearing operations that it conducts, the clearing member is

to report by the given deadline.

1312 (#£HEg8FMHK) 13.1.2 (Reporting Method for Clearing Members )
FOEFA O SE R B N e A D Clearing members are to report the information above by

LR P B E R T AREANS G T media. However, TAIFEX may notify clearing members to provide
information separately in writing as needed.

1313 (FREHVEBARATZRE) 13.1.3 (Disposition of False Filing )

L B #F 43 AR 9 & ALY Where clearing members make false or untrue statements in
DA P kR EE R AR AR B PRI o reporting information, or fails to duly report information, TAIFEX
may take measures under applicable provisions of the Taiwan

Futures Exchange OTC Derivative Clearing Operating Rules .

Bt RMARTE Section I Record Keeping
13.2.1 (&1BB%EL %ﬁ&{%ﬁ—@l‘&) 13.2.1 (Title of Statements, Vouchers and Certificates and
LE B RIKERTER > REEEMEE - Preservation Periods )

Clearing members are to keep records according to the length

of time provided in the table attached.

13.2.2 (fRFFRAERERE) 13.2.2 (Preservatiion Periods and Legal Compliance )
A E AT IT R £ LG hp RGERLY R The storage periods herein begin at the end of the year-end
P T BB mum kg ﬁ) D B ek closing process (meaning the shareholders meeting passing the
P4 1321 EAIE A B WL BT RE L final accounts) for the respective year. Furthermore, where a longer

storage period than that provided by Section 13.2.1 is provided by

X R R E KL PER : ; i
T e ix &% 5 7% other applicable regulations, such regulations shall apply.
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13.2.3 (MR &R B LR KD Js&iﬁkzﬁﬁﬁ}%)

13.2.3 ( Handling Procedure for Certificate Damage or Lost )

BEERZEABHEREFLNT AL 7 gl In the event that a clearing member's account certificates are
R ;fﬁ ;‘)éi bR KL ENETEE LT PR dama'ged or destro‘yed by accident f)r dls‘aster Peyond control‘, tl‘le
LAESEAL PR G 7'\ NP R TR R R clearing member is to ﬁle‘ a 'detalled list with TAIFEX within
5 fifteen days after the incident, and TAIFEX may send

X o
" representatives to perform an onsite inspection as needed.

1324 (LLE FREEEEARE) 13.2.4 (Account certificates stored on electronic media )

CEECR B EE AN L2 g LR Where a clearing member processes accounting data
DA AR E P FAMAE R TS S N g electronically according to Article 40 of the Business Entity

_ L. Y o o s D v o Accounting Act and the Regulations on Businesses Electronicall
PEHRE R RE LT EBL NP THRE EBE e e | =
o o , ; . o _ Processing the Accounting Data, all accounting data and business
BEEMEES SR BERRIKRSEF R . : \ . o

certificates for the clearing member's business activities may be
B oo 2 m WX B L gz B E @7 . . . . .

FRERAER R BEELFEARRRY T stored by media, provided they are printed in the appropriate
FO N RE GV TR R R format and meet the requirements. Where a clearing member does
FHREF R EBEBETFUHEMS NG 0 LRBEAR | not process accounting data electronically according to Article 40
TRNE G RAE B E U RE S 13.2.1 0% of the Business Entity Accounting Act and the Regulations on
S A A - SR I S N 6 F L R ) R Businesses Electronically Processing the Accounting Data, the
T s AT oA clearing member may store accounting data and business
B L D S e I certificates for its business activities by media, provided they are

. N =)

84k 5 printed in the appropriate format and meet the requirements. The

R T °
T storage period for media is to follow those provided by Section

. 7 SRAE AR ° . . . .
o= e 13.2.1 for different account certificates. Media storage is to comply
3. ZFATHER BTEEKEFHETHRRAETER

with the following:
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1. Using storage media where stored data can not be altered or

deleted, provided that records are made on the day the deals are

made.

2. The records are fully indexed, and management procedures are

in place.

3. A specific person(s) is responsible for records management, and

it is possible at any time to convert the electronically stored data

to hardcopy format.

$or g apicE

Chapter 14 Auditing

B8 BATERAEEEN

Section I Routine Audit and Selective Audit

14.1.1 (GR#:84 )

AT HEEERMBERE P NERELER
Pro ik A ERTFHEL2 L AFERARLLY 0 EADP
JREREGEARRIE R W Ap B TR e

14.1.1 (Legal Compliance)

TAIFEX is to follow the provisions in this section when
auditing financial, business, and internal audit operations
conducted by clearing members handling clearing transactions.
Matters not specified herein are to be governed by the Taiwan
Futures Exchange OTC Derivative Clearing Operating Rules and

other applicable rules.

14.1.2 (
TSR

hr

1. Bl4TEM

2. EEEHE:
BHAENBRIEBEEREZE

R FE )

Bk
"L‘—E?g _ﬂ/{ﬁ%ﬁy/&ﬁ&dﬁ‘ﬁ*ﬁag

‘W

R~ EHANISRELAEERITES
HEPEHEEHFZBES ~ Koa B3R
EHMAMFATE

14.1.2 ( Audit Category and Scope )

General audits performed by TAIFEX on clearing members'
clearing transactions are divided into routine audits and selective
audits.

1. Routine audit: means an audit of financial, business, and

internal audit activities.
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2. Selective audit: means an audit of reported clearing violations,
TAIFEX inter-department communications, and tasks assigned

by the competent authority that are not special inspection tasks.

1413 (BAEL£2HR)

CPHEEER AP TERY S

14.1.3 (Method of Auditing )
Audits performed by TAIFEX on clearing members' clearing

transactions are conducted as onsite audits and paper based audits.

AN L2 TP AR RO ERFE G B
b Such audit are performed generally on a randomly selected sample,
‘ but may be performed on the entire population if necessary.
14.1.4 ( B4z 48 M X 4) 14.1.4 ( Audit Document )
AP @EN Y Ep RABAS BN ¢ R TAIFEX may, on a business day, send representatives to
PAR et s MY BE L2 G E RS inspect or make inquiries about a clearing member's audit reports
: v : g T 2. &3 ; )

N Y e I T T and all certificates, invoices, accounting books, books of forms,
records, transactions, and related documentary proof related to
clearing transactions.

1415 (B E4BRESBABRBRIEL LT 14.1.5 ( Penal Provisions of Evade or Refuse Auditing by

) Clearing Member and its Employees )

PO i}“ AP AP EE 2 BRWRIES leaarmg mer.nbers may not evz.slde or refuse TAIFEX audits.

EE K kPR E ﬁ%m $ L4 Eama Acc_ordl_ng to Al_rtlcle 79 oT the Taiwan Futures Exchange_ OoTC

" i . Derivative Clearing Operating Rules, TAIFEX may, depending on

AAPEREEEE R - A XM BE . _ ST
the seriousness, suspend all or part of a clearing member's clearing

ix > ) 309 MR o . . . .

o L RFLEPH operation for evading or refusing a TAIFEX audit, and report the

FRERL S B RUEFRBAMIAL B | (learing member to the competent authority in writing.
e P oW RELAIESRAETE > kA Clearing members' employees are to be cooperate with the

areas of an audit related to their roles and responsibilities. In the
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event that a clearing member evades or refuses an audit, according
to Article 82 of the Taiwan Futures Exchange OTC Derivative
Clearing Operating Rules, TAIFEX may, depending on the
seriousness, unilaterally give the clearing member a warning and
suspend its operations.

Evasion or refusal in the two preceding paragraph means one
of the following:
1. A clearing member deliberately creates one or more incidents
during an onsite audit; while not deliberately creating such
incidents, allows such one or more foreseeable incidents to occur;
or neglects to eliminate incidents that should have been eliminated
during the process, thereby hindering the audit process.
2. TAIFEX sends a request by mail to a clearing member during
an onsite audit for account books, bills and data, but the clearing

member fails to present the documents by the deadline.

1416 (B ABZ£7%)

AP A RAERE CREEPE S BRA A7 PR
2 hPEm e 2o

AP AR RGBS BASOT TR 2B Fn

E SR SN T T

14.1.6 ( Obligation of Auditor )

When visiting a unit to perform an audit, an auditor is to
present the appropriate proof of audit issued by TAIFEX.

When performing his/her duties, an auditor is to strive to be
impartial and objective and uphold work ethics. In addition,
auditors have a duty of confidentiality.

14.1.7 ( E4Z3%E)
EPARRFLAPA T BRAPTR - APE
o REZRABETIE B HDAPEREL

14.1.7 (Auditing Report )
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Auditors performing an audit are to issue an audit report on
the audit items and audit results and propose recommendations or

improvements.

1418 (A FRZRELF)
PAPEE ER TR
FRRAEAAM RS VSR RS
el HpEF
YCRISE RN I L % A

o

(0 I PN
ﬁww4ﬁi

ﬁF% TEEAMIEL 2 'Tiidﬁ ’

14.1.8 ( Handling Procedure of Deficiency )

Regarding deficiencies identified in a TAIFEX audit, TAIFEX
may follow the Taiwan Futures Exchange OTC Derivative
Clearing Operating Rules and related rules to take action against
the clearing member or its personnel as appropriate. Any violation
of the Futures Trading Act or other applicable regulations is to be

reported to the competent authority.

1419 (£ %m%E)

ﬂ\’;}?ﬁ—?}_f‘%;ﬁ:gﬁ—.&;é*% ’}?Iﬁ*}’ 5 u]%{ ,

BARERE Y B RE o A8

REEE AP

TP irEF LR E > TLLARE > £ W E

BRET T2

14.1.9 ( Special Auditing )

Where TAIFEX finds in a general audit of a clearing member's
clearing transactions that the clearing member is mismanaged,
incurring losses jeopardizing its credit standing, facing an
unexpected event, or found with material errors in its internal audit
procedures, TAIFEX will immediately initiate a special inspection
and give assistance. The rules are to be established in a separate

document.

ERAGFLEE

14.1.10 ( Summary of Audit Results )
TAIFEX is to summarize audits of clearing members'
financial and business performance and present reports to the

competent authority every month.

ot FEEMREZFRBY

Section II  Regulations Governing Procedures for Special
Audits and Provision of Guidance
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1421 (k#3848 )
*\j§fpﬁ§ﬁ% _3#7

PORGFERNZ H B MO AR

14.2.1 (Legal Compliance )

Unless otherwise provided by law, TAIFEX is to follow the
provisions in this section regarding the assistance and procedure
for handling special audits on clearing members' clearing
operations. Matters not specified herein are to be governed by the
Taiwan Futures Exchange OTC Derivative Clearing Operating

Rules and other applicable rules.
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14.2.2 ( Special Audit and Guidance )

Where a clearing member is found in any of the following
circumstances, TAIFEX may send representatives to perform a
special audit and provide assistance.

1. Material errors are identified in the internal audit process.

2. The clearing member is unable to fulfill its clearing and
settlement obligations.

3. Violation of the law, the Taiwan Futures Exchange OTC
Derivative Clearing Operating Rules, and other rules and
regulations is not improved after given notice by the competent
authority or TAIFEX.

4. Other unanticipated major events or tasks assigned by the
competent authority.

1423 (BEAABZE%%)

PR RS R ERE

R B

a1 kR

14.2.3 ( Obligation of Auditor )
When visiting a unit to perform a special audit, a TAIFEX
auditor is to present the appropriate proof issued by TAIFEX.
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B A RRABAELASOD TR 252 KRG When performing his/her duties, an auditor is to strive to be
; ,

AR X f B2 R IR o impartial and objective and uphold integrity. In addition, auditors
have a duty of confidentiality.
14.2.4 (#3dR%E) 14.2.4 ( Review Report)
A2PREFL IR WEREEER RN When conducting a special audit, TAIFEX may require that
FL P TAT TSR B R AR the clearing member present a review report to provide the

following details and related documents and forms:

L AR 422G FZRERLBERM - . L
) A ’ Y 1. Reason for an incident under 14.2.2 and its impact.

2. MAMARARERELAATLE 2. Any violation of the law or responsibilities by the personnel.

3. MABFIRGL MR SRR AR 1 AR AR R - 3. Keepers of financial conditions, account books and documents,
4. HEMAFE - and valuables and their residence.

5. HREEMMAANSNIELZFR - 4. Proposal for improvement

SEERENAFe L 2l ko AP 5. Other tasks designated by the competent authority or TAIFEX.
REH THHLHFERE D AT RN T L0k £ Clearing members devising improvements and solutions according
g R it . to Subparagraph 4 of the preceding paragraph are to follow the
schedule given by TAIFEX and deliver regular status reports.
TAIFEX may require clearing members to perform reviews and
make improvements depending on performance.

1425 (B ECBRESHRARBRIBEBEZZH 14.2.5 ( Penal Provisions of Evade or Refuse Auditing by
al) Clearing Member and its Employees )

SR ERMA P AP TE S A ARBAESR le:aring mer‘nbers may not eV.ade or refuse TAIFEX audits.
@ 5 '-F}IZ kAP According to Article 79 of the Taiwan Futures Exchange OTC
P

Derivative Clearing Operating Rules, TAIFEX may, depending on

the seriousness, suspend all or part of a clearing member's clearing
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operation for evading or refusing a TAIFEX audit, and report the
clearing member to the competent authority in writing.

Clearing members' employees are to be cooperate with the
areas of an audit related to their roles and responsibilities. In the
event that a clearing member evades or refuses an audit, according
to Article 82 of the Taiwan Futures Exchange OTC Derivative
TAIFEX may, depending on the

seriousness, unilaterally give the clearing member a warning and

Clearing Operating Rules,

suspend its operations.

Evasion or refusal in the two preceding paragraph means one
of the following:
1. A clearing member deliberately creates one or more incidents
during an onsite audit; while not deliberately creating such
incidents, allows such one or more foreseeable incidents to occur;
or neglects to eliminate incidents that should have been eliminated
during the process, thereby hindering the audit process.
2. TAIFEX sends a request by mail to a clearing member for
account books, bills and data, but the clearing member fails to
present the documents by the deadline.

REEEBRRAS AL FEZ AT AP FARFEE
ToEFE Y R N EL A BEHF LR
A G RBERIES G T ANFL - K
. FThREEHT SHeRAREREFm  RBHFLE
PHEED > wEATHARLMSELELE  RFFT
FHERR T BB HER B R E TR VBA BAITH -
2. BARIRFEE AR TAMER - BFEREH &
BARRTA -
1426 (BEF=HFALZEF)
CPHRE R AL AP AR B
PEAIT B R R R ﬂ+4%€%%ﬂ~%é?%

R o e AP s W L H BB iR e

BAHAY A EL LG A BB R LR

14.2.6 ( The Procedure of Selecting Third Party )

When performing a special audit and providing assistance for
a clearing member, TAIFEX may select at-arms-length lawyers,
accountants, or other parties familiar with clearing operations to
assist with audits, assistance, and other necessary actions.
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All expenses arising from the aforesaid audits and assistance
are to be borne by the clearing member.

1427 (REZF£EF)

PSR R R F AR E TR
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14.2.7 (Procedure of Disposition )

After performing a special audit on a clearing member,
TAIFEX may take the following actions:
1. Provide assistance and advice for improvement of clearing
operations.
2. Violation of the Taiwan Futures Exchange OTC Derivative
Clearing Operating Rules and other rules and regulations is to be
handled according to the appropriate rules.
3. Any violation of the law is to be reported promptly to the
competent authority.
4. other necessary measures.

Clearing members who find TAIFEX's instructions hard to
follow may give detailed reasons and file an appeal with TAIFEX.

2.
N L
HRELA P EZRETHRMY -
4, HibLB2ZRE -
%ﬂgﬁfﬁ\jﬁﬁwaaﬁﬁ
Buo @M Ed m AP F o
1428 (BHEGBEARERBAER
HSHEERZAEEFAER R
F o A2 PR BRI

BT 2 )

A F A& 2R T

14.2.8 ( Handlinng Procedure of Violation of Rules by Clearing
Member and Its Employees )

TAIFEX may take action as provided by the applicable rules
against clearing members, their persons in charge, or employees

who violate these Regulations.

FLIF O RER Y REEW

Chapter 15 Emergency response measures

3 )

151 (Apa)éEH

A P BT SR X R IR

15.1 (Response to interruption or malfunctioning of TAIFEX
clearing system)
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In the event of malfunction or interruption of the TAIFEX
OTC Derivatives Clearing System ("the clearing system") that
affects TAIFEX's normal clearing and settlement operation,
TAIFEX may change the times in the clearing process and notify
clearing members.

Under such circumstances, if TAIFEX remains unable to
resolve the malfunction or interruption before the scheduled
clearing and settlement date, the clearing process will be deferred,

and clearing members will be notified.

15.2 (d&a}é]é%‘ﬁ

j\ T“L-E?/b
‘i‘;znfﬂ\: I\%@ﬁ ‘} i%‘}
ARG R

F A Y B R T

B RE R 2 R TR )

=
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wEH R PRIET B2

Moze B H TR - RN RN 4
Bz Egrgarx
REAHIEY B E -

15.2 (Response to missing data of TAIFEX clearing system)
After the malfunction is eliminated, if the data in the computer
memory of the TAIFEX is fully intact, transaction submitted for
clearing shall remain valid in the current business hour. If data in
the computer memory of the TAIFEX is lost in part or in whole,
transaction that the submission is incommplete for clearing shall
be void and shall notify clearing memmbers to resubmit transaction

for clearing.

¥t % R

Chapter 16 Supplementary Provisions

16.1 (EM44#4R)
AR AR TAPMF

PY Fad 2 o

SRS R R SN

16.1 (Format)

These provisions provide the formats in which documents and
electronic media are to be transmitted, which are to be announced
by TAIFEX in a different document.

16.2 (K8 )

16.2 (Supplement Provisions)
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.,

AR EEFLEBM P LG L% F o gL @ The Regulations shall come into force upon the competent

A

e o authority's approval. The same applies to all subsequent

amendments.
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Addendum

Account certificate category

Account certificate category Storage period

1. Clearing contract

(1) OTC derivative clearing and Permanent for the duration of the
settlement agreement agreement Five years or more, starting on

the termination date of the agreement

(2) Client clearing and settlement Permanent for the duration of the
agreement and written statement agreement Five years or more, starting on

the termination date for the business

relationship.
(3) General account agreements for Permanent for the duration of the
OTC margin account and client agreement Five years or more, starting on
margin account the termination date of the agreement
2. Clearing transaction certificate
(1) Records of establishment and Permanent for the duration of the
amendment of a clearing agreement Five years or more, starting on

agreement, and early termination of | the termination date of the agreement
related records.

(2) Transaction submission receipt and | Five years

statement

(3) Position management certificates One year

and statements

(4) Statement of positions in a clearing | One year

account

(5) Clearing margin deposit and Five years

withdrawal receipts

(6) Statement of clearing margin Five years

payment/receipt and balance

(7) Client margin deposit and Five years

withdrawal receipts

(8) Client margin payment/deposit Five years

notification log
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(9) Statement of client margin Five years
payment/receipt and balance
(10) Statement of securities balance Five years
3. Service application forms Five years
4. Client default reports Five years
5. Other certificates One year
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