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For the purpose of monitoring is members to promote the spirit of self discipline, improving commercial ethics, ensuring compliance with laws and regulations, reinforcing solidarity and cooperation and joint development of the securities market, this Association established this Convention in accordance with Article 3, Section 5, Subsection 1 of the Organization Rules of the Taiwan Securities Association for respective signature by all members of the Association and commitment of mutual compliance.
Article 1 All members of the Association shall sign this Convention. New members shall also sign this Convention upon membership application.

Article 2 Members of the Association shall sign this Convention in the names of the member companies.

Article 3 Members of the Association shall pay into the Self Disciplinary Fund in accordance with the Rules for Provision of the Self Disciplinary Fund.

The Rules for Provision of the Self Disciplinary Fund referred to in the previous section shall be established in addition to this Convention.

Article 4 Members of the Association shall jointly comply with the following basic requirements:

1. Not to violate any law, regulation or “Business Charter” of its company.

2. Not to violate any self disciplinary rules or other rules published by the Association.

3. Not to damage the reputation of any member of the same industry.

4. Not to damage the joint interest of members of the same industry.

5. Not to damage the harmony and fair competition order among members of the same industry or engage in any other improper competition.

6. Not to directly or indirectly hinder the business development or participation in fair competition by other members through improper means.

7. Not to obtain the marketing secrets of other members or information of their transaction counterparties through threat, bribe or other improper means.

8. All members shall recruit their required working staff through proper means and perform long-term training in order to improve their professional knowledge and learning. With regard to staff with consigned purchase and sale activities in the same industry (including managers of the operations department), consideration shall be made about the endeavors made by their affiliated divisions for the long term investments made in the staff and no more than three (exclusive) persons or 1/2 of the total staff of the same industry in the same operating location shall be hired within three months, nor shall any futures contract or signing bonus be offered, in order to avoid any undue influence on the proceedings of the activities or damage to the harmony among industry members.
9. Members shall comply with government policies, laws and regulations, and shall take into consideration the reasonableness of cost and effect in the determination of their various fee rates, and shall avoid any unreasonable or improper price competition.

10. Securities dealers shall operate based on the principles of honesty and good faith.

Article 5 Members of the Association shall live up to the spirit of self respect and self discipline and strictly monitor the business activities and service quality of their working staff.
Article 6 Unless otherwise provided by law, securities dealers shall not solicit proxies for securities in their own portfolios of short-term investment or operating securities.

Article 7 When a securities dealer also operates securities investment consulting business or futures consulting business, it shall not provide its opinions on the market in any public media except in interviews under invitation.

Article 8 In operating any undertaking business, members of the Association shall jointly comply with the following basic requirements:
1. Perform the following underwriters’ functions to complete and expand the scale of the issuing market:

(1) Purchasing Function: In a declining market, it is preferred to undertake firm commitment to perform the function of risk bearing and to ensure the successful placement of funds.

(2) Consulting Function: Provide issuers with information related to the securities market and financial planning services, recommend appropriate types of securities to be issued, the timing and pricing of issuance.

2. In preparing the evaluation report, objective and reasonable data and information shall be adopted and no untruthful statement shall be made.

3. In performing securities underwriting or resale activities, underwriting prices and issuance conditions shall be carefully negotiated and various rules of the governing authority and of this Association shall be complied with.

4. In soliciting the underwriting business, none of the following improper acts of competition among industry members shall be engaged:

(1) Improper price competition with regard to remuneration under firm-commitment underwriting or commission or consulting fee for best-effort underwriting.

(2) Malicious criticism toward members of the same industry.

(3) Other improper competition with members of the same industry.

5. Not to reach any agreement about improper interest with any issuer or its related personnel.
6. Not employ untruthful or misleading methods that damage investors’ interest.

7. No staff engaging in any underwriting activity shall obtain any security under any name of which security his/her company is consigned to provide evaluation or consulting services for listing in any stock exchange or any over-the-counter market, until such the public placement of such security is completed, nor shall any such staff engage in any sale or purchase transaction based on any information known due to his/her job duties.

8. In principle, management remuneration charged by any lead underwriting for any underwriting mission shall not exceed sixty percent of the remuneration for firm-commitment underwriting or commission for best-effort underwriting.

9. The lead underwriter shall submit the underwriting agreement to the Association in accordance with the rules of procedures of the Association for the handling of submitting underwriting agreements by securities dealers and such submission shall not include any false statement or omission.

Article 9 In dealing with operating activities for their own account, members of the Association shall jointly comply with the following basic requirements:
1. Consider the sound development of the securities market as their responsibilities, establish correct investment concepts and improve the image of securities dealers.

2. Perform the market adjustment function of securities dealers in order to stabilize the securities market.
3. Process information with prudence and not to disclose any sale and purchase information.

4. Prior to engaging in any sale and purchase of securities for its own account, securities dealers shall perform proper planning and management of the investment portfolios and investment decision making process.

5. No stock speculation with other dealers or large accounts shall be performed.

6. No short-term transaction with large volumes or opportunistic transaction shall be engaged in, and precautions shall be made not to damage the interests of their companies and clients.

7. Activities shall not follow the upward or downward trend of the securities market that will reinforce such trend and disturb the formation of fair prices in the securities trading market.

8. No recommendation shall be made to any client for stocks purchased or sold by the securities dealer for its own account, nor shall any client be solicited to purchase or sell such stocks.

9. During the underwriting period ,where the underwriting division participates in the underwriting of securities, the division trading securities for the dealer’s own account shall not sell such securities which it holds (except securities dealers recommending any emerging stock who have the obligation to sell or purchase the recommended stock, in-kind subscription to stock index types of securities investment trust funds, repurchase or relevant hedging activities, hedging activities engaged due to the issuance of subscription (put) options and engagement of transactions of derivative financial products).

Article 10 In performing brokerage activities, members of the Association shall jointly comply with the following basic requirements:
1. Not to distribute false information or mislead public investors.

2. Not to instigate others for the joint speculation of stocks.
3. Not to engage in any illegal stock brokerage transaction.

4. Not to illegally provide funds or stocks to other persons in exchange for benefits.

5. Not to disseminate false statements or slander other members.

6. Not to use improper advertising promotions for commissions on public media or do any advertising that is controversial or detrimental to the sound development of the overall securities market for the purpose of soliciting business.

7. Take the initiative to disclose or report violations of rules by internal working staff and disclose any known violations by members of the same industry.

8. Abide by the principles of equality and fairness in the provision and disclosure of information to clients.

9. Fulfill the obligation of assisting with the maintenance of market transaction orders and prevention of illegal transactions.
10. Implement money laundering prevention rules and credit check system.

Article 11 Members of the Association shall accept inspections by the Association.
In case of any refusal or avoidance of inspections referred to in the previous section, the Association may give a warning and may perform an inspection again.  In case of further refusal or avoidance, the Association may impose a penalty for breach of convention in the amount of no less than 100,000 and no more than 1,000,000 NT Dollars.

The Association shall establish, in addition to this Convention, Inspection Rules on Securities Underwriters, Securities Dealers and Securities Brokers, Rules for Member Inspections and Project Inspection and Guiding Rules on Members.

Article 12 In case of any violation of this Convention by any member of the Association, the disciplinary committee shall report the case to the board of directors in accordance with Article 13 to request correction, give a warning or order the member to impose appropriate self disciplinary measures on its responsible person, employee or working staff. All or any of the following sanctions may also be imposed based on the level of gravity and reports may be filed with the authority governing the specific business:

1. Impose a penalty for breach of convention in the amount of no less than 300,000 and no more than 10,000,000 NT Dollars. The amount of the penalty may be increased 100% each time for consecutive sanctions until the correction is made or the required actions undertaken.

2. Suspend all or part of the entitlements enjoyed by the member.
3. Report the case to the governing authority for proper sanction.

In case of failure to perform the required actions within the deadline provided under the sanctions referred to in the previous section, the Association may impose further sanctions in accordance with this Article.

The payment and use of penalties for breach of convention under Subsection 1, Section 1 shall be in accordance with the “Rules for Establishment for Member Self Disciplinary Fund” of the Association.

Members of the board of directors, board of supervisors, disciplinary committee or any relevant committee of the Association shall recues themselves from the review of any matter to which they have an interest.

Article 13 In case of any violation of this Self Disciplinary Convention by any member of the Association, which is confirmed with substantial evidence following the Association’s investigation, the matter shall be reported to the board of directors by majority vote of members of the disciplinary committee attending a meeting which is attended by 2/3 of all members of the disciplinary committee for further handling in accordance with Articles 11 and 12.
Article 14 If any member subject to any sanction imposed by the Association believes that there is any fact which has not been submitted to in relation to the resolution of the board of directors and which may influence on such resolution, it may file a written request for reexamination with the Association, attaching substantial evidence thereof, within fifteen days from the day following the date on which the notice is delivered.

The implementation of sanctions shall not be suspended due to any submission for reexamination filed by the member.

The disciplinary committee of the Association shall give its opinion as to whether the request for reexamination has grounds within sixty days from the delivery of submission and shall submit such opinion to the management committee of the Association for discussion.

If the board of directors of the Association reaches a resolution to maintain the original sanction, the member subject to the sanction shall not file any further request for reexamination.

Article 15 The disciplinary committee may make a recommendation to the management committee for rewarding or public recognition of any member of the Association with any of the following events:

1. Significant performance for the establishment of securities market system.

2. Creative and adopted measures for the development of the securities market or performance of research and development of securities business.
3. Disclosure of illegality and violation of rules in the market that is confirmed to be true following investigation.

4. Maintenance of normal operation of the securities market and timely elimination of significant event or accident.

5. Maintenance of common interest with members of the same industry with substantial facts.

6. Other matters worthy of public recognition.

Article 16 This Convention shall be deemed reinstated and amended when any amendment thereto is notified to all members by the Association.
Article 17 This Convention shall be implemented following approval by a meeting of the board of directors and filing with the governing authority for reference.  The same shall apply in case of any amendment.
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