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CHAPTER I GENERAL PROVISIONS

Article 1: Governing scope and applicable entities

1. This Guideline stipulates the organization of securities borrowing and lending activities provided by Vietnam Securities Depository (hereinafter referred to as “VSDC”), the powers and responsibilities of VSDC, depository members (hereinafter referred to as “DMs”), direct account holders at VSDC (hereinafter referred to as “DAHs”) and related institutions and individuals participating in securities borrowing and lending transactions at VSDC.
2. The purpose of stipulating securities borrowing and lending activities in this Guideline is to:

a. Support securities transaction settlement in case of temporary securities shortage by VSDC’s depository members as a result of error correction;

b. Support ETF authorized participants to have sufficient securities to make a capital contribution and execute creation/redemption transactions with ETFs according to current regulations.

c. Support DMs or clearing members to borrow the Government bonds (hereinafter referred to as GBs) for the settlement and transfer of underlying assets upon executing GBs futures if clearing members do not have the right type and sufficiency of assets for transfer.

d. Support market makers to make borrowing and lending transactions of debt instruments.
3. Applicable entities of this Guideline consist of:

a. ETF authorized participants, VSDC
b. DMs, DAHs acting as lenders or borrowers

c. Institutions, individuals owning deposited securities acting as lenders.

Article 2. Interpretation of terms

1. Lenders are organizations or individuals holding  securities deposited at VSDC who offer to lend  securities  and  conduct  lending  business at VSDC via DM where their accounts are opened.

2. The DM representing a lender is the DM that opens securities depository account for the lender and is authorized by the lender to engage in the securities borrowing and lending negotiated trading system (hereinafter referred to as the SBL system).

3. Borrowers are DMs, institutions recognized as ETF authorized participants, market makers who are qualified to borrow securities for their operations pursuant to relevant regulations.

4. Settlement bank is any commercial bank chosen by the State Securities Commission (SSC) in order to make cash payment for on-exchange securities transactions and other payments.

5. Asset haircut rate means the percentage deducted from the price used to evaluate assets being collateralized securities as stipulated in this Guideline.

6. Direct negotiation is the case where the borrower and the lender directly discuss and reach agreement on securities borrowing and lending terms and conditions before inputting information into the system to recognize the deal.

7. On-system negotiation is the case where a party intending to borrow/lend securities inputs its borrowing/lending offer into the SBL system to seek a securities lending/borrowing partner.

8. Borrowing/lending offer is an offer to borrow/lend securities, which shall be put into the SBL system to look for a respective lending/borrowing partner.

9. Borrowing request means the whole information about a borrowing/lending transaction under the provisions of Clause (2) of Article (17) hereof, which has been agreed by the lender and the borrower and is inputted by the borrower into the SBL system to conclude an agreement on securities borrowing/lending.
10. Debt instruments in this Guideline are Government bonds, Treasury bills, Government bonds for national construction, Government-guaranteed bonds issued by policy banks and municipal bonds as stipulated in Article 1, Circular no.30/2019/TT-BTC dated 28th May 2019 by Minister of Finance on guiding registration, depository, listing, trading and settlement of transactions of Government debt instruments, Government-guaranteed bonds issued by policy banks and municipal bonds.
11. Market maker are organizations annually selected and announced by the Ministry of Finance to exercise rights and obligations in the issuance and trading of Government debt instruments in the domestic market according to Article 3, Decree no. 95/2018/ND-CP dated 30th June 2018 by the Government stipulating the issuance, registration, depository, listing and trading of government debt instruments on the securities market.
12. Digital signature is an electronic signature format as designed in  accordance  with  the  Decree  No. 130/2018/ND-CP dated 27th September 2019  by the Government detailing the implementation of the Law on e-transactions  with respect to digital signatures and the certifying service of digital signatures used by authorized persons of VSDC, DMs, DAHs, issuers to verify their outgoing information and/or data.
13. Electronic documents refer to information about business operations at VSDC,  which  is  generated,   sent,   received   and   stored   by   electronic means in accordance with Decree no. 165/2018/NĐ-CP dated 24th December 2018 by the Government on e-transactions in financial operations via VSDC’s terminal-based gateway or ISO message-based gateway or web-based and authenticated by CA of authorized persons of VSDC, DMs, DAHs, issuers. Electronic documents specified in this Guideline shall be as follows:

- Confirmation of lent securities transfer; 

- Confirmation of securities collaterals blocking transfer;

- Confirmation of securities return record;
- Confirmation for securities collaterals release transfer
Article 3. Scope of SBL intermediation by VSDC
VSDC shall play as an intermediary and operate the SBL system with the following key functions:

1. Acting as an intermediary to connect securities lenders and borrowers to execute transactions in accordance with relevant regulations.

2. Providing supporting services for securities borrowing and lending business, including:

a. Organizing the securities borrowing and lending negotiated trading system;
b. Transferring and returning securities between borrowers and lenders;

c. Evaluating and managing collateral;

d. Defining and calculating the entitlements derived from securities owned by lenders and transferring interests arising from the entitlements from borrowers to lenders under mutual agreement and request.

3. Managing the use of securities traded on the SBL system under the right purposes and current regulations.

CHAPTER II

ELIGIBLE SECURITIES FOR SBL TRANSACTIONS

Article 4. Eligible securities for SBL transaction

1. Securities eligible for SBL transactions are securities listed/registered for trading on the Stock Exchanges (hereinafter referred to as SEs), legally owned by lenders and registered, deposited at VSDC, excluding securities prescribed in Clause 2 of this Article. Lenders shall meet legal requirements when intending to lend securities.

2. Ineligible securities for SBL transactions:

a. Securities under warning, control and temporary suspension of trading by SEs;

b. Securities are currently pledged, blocked or temporarily held at VSDC;

c. Securities are restrictedly transferable under legal regulations or the issuer’s charter;

d. Convertible bonds.
Article 5. Value of lent securities and interest rate

1. The value of lent securities is determined by the following formula:

VL = QL x P

Where:

VL is the value of the Lent securities

QL is the quantity of the Lent securities

P is determined as bellows:

+ For  debt instruments: P is calculated by applying the model of standard Yield Curve offered by Hanoi Stock Exchange on the day immediately preceding the SBL transaction execution date or the trading day on which any additional  collateral  is  required.

+ For shares, investment fund certificates: P is calculated at the closing price on the trading day immediately preceding the SBL transaction execution date or the day on which any additional collateral is required.

+ For corporate bonds: P is the execution price/average execution price on the trading day immediately preceding the SBL transaction execution date/the latest trading date preceding the SBL transaction execution date or the day on which any additional collateral is required.
 

2. The value of the lent securities shall be marked to market on 16:00 on a daily basis according to the above formula as the basis to determine the respective collateral amount under the provisions of Clause (3) of Article 10 hereof.

3. The lending interest rate shall be determined upon agreement between the borrower and the lender without exceeding 20% per year.
4. The loan interest rate shall be computed as follows:
L= [image: image3.png]



Where:

L: is the loan interest

(1, n): is the period calculated from the SBL transaction execution date to the expiry/maturity date of the loan

Vd: is the value of lent securities on the date d(( (1, n)
I: is the annual loan interest rate.

5. Interest payment shall be made on the day on which a borrower returns full lent securities. Where a borrower fails to pay the SBL interest to a lender, VSDC will deduct an amount equivalent to such interest from the borrower’s cash collateral (if any) to pay to the lender.
6. Where a borrower and a lender agree to extend the loan term as provided in Article 6 hereof, the loan interest rate during such extended period shall be agreed upon by the two parties without exceeding 20% per year.
Article 6. SBL term and extension

1. The term is pursuant to the agreement between the lender and the borrower with the maximum period is as follows:

a. 5 working days for borrowing/ lending agreement to support settlement.

b. 90 days for borrowing/ lending agreement for capital contribution or ETFs creation/redemption transactions.
c. 30 days for GBs borrowing/ lending agreement for settlement and transfer of underlying assets.

d. 
 In case market makers borrow debt instruments, the loan term should not exceed the remaining time to the maturity date of debt instruments.

If the maturity date falls on weekend or a public holiday prescribed by the law, the SBL transaction shall be due on the next following working day.
2. A borrower may request for extension if a lender consents thereto. Requests shall be made for a maximum of 3 times and followings are the duration for each time upon loan purposes:

a. Covering settlement fails: not over 5 working days;

b. The extension of loan term shall not exceed 30 days for loan to make capital contribution or implement ETFs creation/redemption transactions; GBs borrowing/ lending agreement for settlement and transfer of underlying assets;. In case of GBs loan, the loan term should not exceed the remaining time to the maturity date of GBs.

c. In case of debt instrument lending by market makers, the loan term shall not exceed the remaining time to the maturity date of debt instruments.
3. Procedures for extension

a. When intending to request for an extension, a borrower shall send a written notice to VSDC (Form 01/SBL hereof) and an extension agreement (Form 02/SBL hereof) signed by the borrower and the lender and input such information into the SBL system.
b. VSDC shall send the confirmation on loan term extension (Form 01/SBL hereof) to borrowers within one working day from the date of receiving a written extension notice.
Article 7. Loan return
1. A lender is not permitted to request return of SBL securities before the termination date of SBL transaction.

2. Unless otherwise agreed by the two parties, a borrower may return in partial or full SBL securities at any time during the loan term. The loan must be returned the lent securities except the case prescribed in Clause 3 of this Article. Where the loan is returned in cash (partial or full), a written approval by the lender shall be required (not applicable to lending and borrowing transactions of market makers)

3. If receipt of lent securities return that makes the lender’s holding exceeds the foreign ownership limit according to the regulation on foreign investors, the excess of securities is agreed to be returned in form of cash. The returned value in cash is negotiated by the two parties as stipulated in item b Clause 4 of this Article.

4. Procedures

a. Full return of lent securities:
The borrower shall submit VSDC the loan return documents as the followings:

i. A written request to return lent securities (Form 03A/SBL and 03B/SBL hereof);
ii. The contract liquidation report among the borrower, the lender and the lender’s DM (if any);

iii. A securities transfer request (Form 04/SBL hereof) (03 copies)

The borrower shall at the same time input return/contract liquidation information into the SBL system (Form 05/SBL hereof).

b. Full or partial return in cash:
i. The parties shall negotiate themselves the monetary value equivalent to the value of lent securities in the SBL contract liquidation report. However, this value shall not be less than the value of the lent securities as of the return date, which is determined according to the formula provided in Clause 1 of Article 5.

ii. The SBL contract liquidation report shall be submitted to VSDC within 1 working day from the signing date of such report. Where partial return is made in cash, the report shall be accompanied documents specified in paragraph (i) and (iii), item (a) of this Clause.

The borrower shall simultaneously input SBL contract return and/or liquidation information into the SBL system (Form 05/SBL hereof).

c. Within 1 working day, VSDC shall process such SBL transaction return documents and make record under the provisions of Article 20  hereof.
Article 8. Non-performance of obligations

1. The following cases are deemed to be non-performance of obligations:

a. Where the period of SBL transaction is due and borrower fails to return SBL transaction and is not approved for extension by a lender.

b. Where the duration of SBL extension is due and a borrower fails to return SBL transaction.

c. Where a borrower fails to additionally provide collaterals as specified in Article (12) hereof.

d. Where a borrower fails to provide any replaced collateral as required by VSDC under the provisions of Article 14 hereof.

2. Where there is not enough cash collateral in a borrower’s deposit account to be blocked upon VSDC’s notice, the settlement bank shall notify VSDC of the deficiency. And then, VSDC shall send notification to the borrower of determining the contract to be defaulted as stipulated at item (c) and (d), Clause 1 of this Article.

3. The cases under Clause (1) of this Article shall be handled in accordance with the SBL contract or any other written agreement between the two parties.

4. Where there is not any agreement, all collaterals (cash or securities) shall be immediately transferred to the lender via VSDC on the day that the SBL contract shall be deemed to be defaulted. In the case that receiving securities collateral results a lender’s holding in exceeding the foreign ownership limit according to the regulation on foreign investors, the excess shall be paid in cash and the value shall be negotiated by the two parties.

Article 9. Collaterals


CHAPTER III COLLATERALS

1. Eligible collateral for a SBL transaction at VSDC shall be cash (VND) or listed securities, depending on the lending purpose.

2. Collateral for a SBL transaction covering settlement for DMs shall be cash. Collaterals for a SBL transaction supporting the capital contribution or ETFs creation/redemption transactions, GBs borrowing for settlement and transfer of underlying assets; borrowing debt instruments by market makers are cash or eligible securities as described in Clause 3 of this Article, including:

a. GBs and Government - guaranteed bonds, excluding convertible bonds and treasury bills;
b. Securities listed on the SEs (equities, fund certificates excluding ETFs).

3. Following securities are subject to collaterals for a SBL transaction at VSDC :

a. Being subject to the list of securities eligible for collaterals identified by VSDC for each period based on their liquidity, which is under Appendix 01 issued herewith;

b. Not being under warning, supervision or temporarily ceased status by SEs;

c. Not being pledged, blocked, held at VSDC;

d. Being freely transferrable and deposited on securities trading account at VSDC.

e. Being owned by a borrower and accepted by a lender pursuant to the SBL contract between the two parties.
Article 10. Evaluation of collateral

1. The value of collaterals shall be calculated according to the following formula:

VTC = C + QTC X P X (100% - H)

Where:

VTC is the value of collaterals

C is the amount of cash collateral (if any)

QTC is the quantity of securities collaterals

P is the price of securities collaterals applied in evaluation:

+ Where securities collaterals aredebt instruments: P is calculated by applying the model of standard Yield Curve  offered by Hanoi Stock Exchange on the day immediately preceding the SBL transaction execution date or the day on which any additional collateral is required.

+ Where securities collaterals are equities/fund certificates listed on SEs: P is calculated at the closing price on the day immediately preceding the SBL transaction execution date or the day on which any additional collateral is required.

H is the asset discount rate as stipulated in Article 13 hereof.

2. The value of collateral which is marked to market at 16:00 on a daily basis according to the formula set out in Clause 1 of this Article is used to determine the borrower’s maintenance of the collateral value as stated in Clause 3 of this Article.

3. The borrower must ensure that the initial value of collateral is equivalent to 115% of the value of the lent securities. The borrower must provide additional collateral where the collateral value is lower than the above limit as specified in Article 12 hereof and shall be entitled to withdraw the collaterals when the collateral value is higher than the prescribed limit.
Article 11. Provision of initial collateral

1. A borrower shall be responsible for listing all collateral while integrating the borrowing request into the SBL system.

2. Collateralized securities shall be blocked at VSDC and cash collateral shall be held at the settlement bank before the SBL agreement is concluded in the SBL system as prescribed in Article 21 hereof.
Article 12. Handling in case of collateral deficiency

1. Where the marked – to – market value of the collaterals is lower than the limit set out in Clause 3 of Article 10, a notice shall be sent by fax to the borrower (Form 06/SBL hereof) on the date of marking to request for additional collaterals.

2. Where the marked – to – market value of the collaterals is lower than the prescribed limit but still above 110% of the value of the lent securities within 3 consecutive trading days, the borrower shall additionally provide collaterals on the fourth working day to make the collateral value reach 115% of the value of the lent securities. If the borrower fails to provide additional collaterals within the timeline notified by VSDC and the marked – to – market value of collateral is less than 115% of the lent securities value, the SBL transaction shall be handled in the same manner of non-performance of obligations stipulated in Article 8 hereof.

3. Where the marked – to – market value of the collaterals is lower than 110% of the value of the lent securities, the borrower shall additionally provide collaterals within 1 working day from the date of notification to make the collateral value reach 115% of the value of the lent securities. If the borrower fails to provide additional collaterals  within  the  timeline notified by VSDC,  and the value of marked – to – market collaterals is less than 115% of the value of lent securities, the SBL transaction shall be handled in the same manner of non-performance of obligations stipulated in Article 8 hereof.

Article 13. Asset discount rates

1. The asset discount rate applied in evaluating securities collaterals, except for cash collateral, shall be as follows:
a. GBs: 5%

b. Securities in the VN30/HNX30 baskets: 30%; the other securities: 40%
2. VSDC may adjust the asset discount rate for each type of collateralized securities based on their liquidity and risks.

Article 14. Withdrawal, replacement of collaterals

1. A borrower may request for collateral replacement, provided that the replaced collateral must be subject to the list of securities eligible for collaterals and the value of the substituted collateral meets the required rate in comparison with the lent securities value as specified by VSDC and approved by the lender according to the SBL contract between the two parties.

2. Where the collateral is replaced, the borrower shall submit a written replacement request to VSDC (Form 07/SBL hereof) and input the substitution information into the SBL system.
3. The borrower may be requested to replace its collateral in the following cases:
a. The collateralized securities fail to meet requirements as provided as in Clause 3 Article 9 hereof.

b. GBs are matured or subject to the component portfolio for conversion transactions.

4. In case of the request under Clause 3 of this Article, a request for substitution shall be faxed to the borrower on the date of disclosing the list of securities eligible for collaterals (Forms 08A/SBL and 08B/SBL hereof) or on the working day preceding the date on which GBs are ceased being traded on the SEs.

5. The borrower shall, within 1 working day upon receipt of VSDC’s request by fax, submit a collateral replacement application (Form 07/SBL hereof) to VSDC and simultaneously input information about the replaced collaterals into the SBL system. If the borrower fails to provide sufficient collaterals within such period as notified by VSDC, the SBL transaction shall be handled in the same manner of nonperformance of obligations.

6. The borrower may request to withdraw the collateral in the event that the marked – to – market value of the collateral exceeds 115% of the value of the lent securities and the returned value shall be equivalent to the value of the excess. In case of such collateral withdrawal, the borrower shall send a collateral withdrawal application to VSDC (Form 09/SBL hereof) and simultaneously input information about such collateral withdrawal into the SBL system.

CHAPTER IV
BORROWING AND LENDING SYSTEM

Article 15. Applicable principles in securities borrowing and lending

1. A borrower and a lender shall sign a SBL contract (Appendix 02 hereof) before entering information into the SBL system in case the SBL  transaction executed via method of direct negotiation, or after establishing the SBL agreement where a SBL transaction is executed via method of on-system negotiation.
2. Participants shall meet the following requirements:

a. A borrower shall provide sufficient collaterals as stipulated at Clause 3, Article 9 hereof and have a valid borrowing request stipulated in Clause 2, Article 17 of this Guideline inputted into the SBL system.

b. A lender shall have sufficient eligible securities in an trading securities account and have confirmed the  borrowing  request  inputted into the SBL system  via  the  DM  where  the  lender’s trading securities account  is opened.

3. Only VSDC’s DMs, DAHs can input borrowing/lending requests or borrowing/lending offers into the SBL system.
Article 16. Rights and obligations of DMs, DAHs participating in the SBL System

1. Conducting lending activities for themselves or acting as a trading intermediary for institutions and individuals intending to lend securities;

2. Being entitled to borrow securities for themselves to carry out professional activities in accordance with relevant regulations.
3. Being required to sign a service contract with VSDC and notify VSDC of the information about its cash collateral management account (Appendix 03, 04 hereof)

4. Checking and ensuring that customers have sufficient eligible lent securities as prescribed in Article 4 hereof.

5. Opening a deposit account at a settlement bank to manage cash collateral (in the case of borrowing securities) and being required to have sufficient eligible collaterals to guarantee loans under the provisions of Articles 9 and 10 hereof.

6. Complying with legal regulations and VSDC’s rules related to securities borrowing and lending.

Article 17. Method of borrowing/lending negotiation in the SBL System

1. A borrower and a lender may execute borrowing and lending transactions in the method of direct or on-system negotiation. However, an SBL agreement shall take effect only when being established on the  SBL  system at VSDC.

2. A borrowing request inputted into the SBL system shall contain the following information:

· Type of request: Borrowing/lending

· Name of borrower, lender and lender’s representing DM
· Number of the trading securities accounts of borrower and lender

· Type of SBL contract (to support settlement for DMs/ to execute ETFs creation/redemption transactions, GBs borrowing for settlement and transfer of underlying assets; borrowing debt instruments by market makers)
· Period of the contract

· Security code and quantity of lent securities

· Borrowing/lending interest rate

· Type and amount/quantity of collaterals

3. The interest rate unit shall be 0.01% per year for bond borrowing/lending agreement and 0.1% per year for a share/fund certificate borrowing/lending agreement.

4. The SBL system does not limit the quantity of lent securities. The quantity of securities borrowed by a borrower shall not exceed the number of borrowable securities in accordance with law.

5. The SBL system will be opened to receive borrowing/lending requests, borrowing/lending offers and establish borrowing/lending agreements from 09:00 to 15:00 on working days, except for public holidays in accordance with law.

6. A borrowing/lending agreement shall be established as soon as the lender/ DM’s representative of the lender confirms on the SBL system.
7. A borrowing request  shall be  cancelled  after  the  period  specified  in Clause (5) of this Article in the following cases:

a. A borrowing/lending agreement has not been established  on  the  SBL system.
b. The lender or DM’s representative of the lender has not confirmed the borrowing request entered into the SBL system.

c. The cash collateral has not been credited in the account of the borrower opened at the settlement bank as confirmed by such bank.

d. The securities collaterals have not been credited in the borrower’s account at VSDC.

8. An unconfirmed borrowing offer shall be automatically cancelled at the end of the trading period as prescribed in Clause (5) of this Article. A lending offer, which has not been confirmed or has been partially confirmed, shall be effective on next working days unless it is cancelled by the lender.

Article 18. Sequence of and procedures for establishing a borrowing/lending agreement

1. Direct negotiation
a. After reaching agreement on borrowing and lending terms and conditions, including type and amount of securities, loan interest rate, type and amount of collaterals, etc., a borrower shall enter the borrowing request into the SBL system.
b. A borrowing/lending agreement shall be established on the SBL system (Form 10/SBL hereof) when the lender/ DM’s representative of the lender confirms its agreement of the contents in the borrowing request entered into the SBL system by the  borrower and  that  the  borrower  has  provided sufficient collaterals.

c. Within 01 working day after receiving the notification of the borrowing/lending agreement established on the SBL system through the terminal – based gateway, a borrower has to submit to VSDC a securities borrowing file, including the following documents:

i. Securities lending requests of investors that hold  lent  securities  (Form 11/SBL hereof);

ii. Letters of authorization of investors that hold lent securities issued to DMs where their securities depository accounts are opened (Form 12/SBL hereof);

iii. The securities borrowing/lending contract between the borrower, the lender and the DM where the lender’s securities depository account is opened

(if any).

d. Where a DM is the lender, the file to be sent to VSDC shall only include the documents specified in Paragraph (iii), Clause (1) of this Article.

2. On-system negotiation
a. The borrower, the lender/ DM’s representative of the lender will enter borrowing/lending offers into the SBL system to seek for a partner.

b. After reaching agreement on borrowing and lending terms and conditions with the respective partner, the borrower, the lender/ DM’s representative of the lender shall follow the sequence and  procedures  as  in  the  case  of  direct  negotiation as specified in Clause 1 of this Article.

CHAPTER V

RECORD OF DELIVERED/RETURNED LENT SECURITIES AND SECURITIES COLLATERALS

Article 19. Delivery of lent securities

1. Lent securities will be transferred from the lender’s trading securities account to its pending securities account for lending at VSDC as soon as the lending order is established on the SBL system.
2. After an SBL agreement is established on the SBL system and upon the purpose of securities borrowing/lending, VSDC shall transfer lent securities:

a. In case of lending securities to support securities transaction settlement: from the lender’s pending securities account for lending to the borrower’s pending securities account for settlement.

b. In case of borrowing securities for capital contribution or ETF creation/redemption transactions: from the lender’s loan pending securities account to the borrower’s temporarily securities blocking account.
c. In the case of GBs borrowing for settlement and transfer of underlying assets: from the lender’s loan pending securities account to the borrower’s securities margin account;
d. In case of borrowing  debt instruments by market makers: from the lender’s loan pending securities account to the borrower’s trading account.
3. After having recorded the lent securities as set out in Clauses 1 and 2 of this Article, VSDC shall send the borrower’s and the lender’s DMs “Certificate of recording lent securities” (Forms 13A/SBL, 13B/SBL, and 13C/SBL hereof) via the terminal-based gateway to make corresponding records at such DMs. Original documents shall be sent to the relevant DMs/ DAHs within 01 working day from the effective date of such recording.

Article 20. Return of lent securities

1. After receiving a loan return file as stipulated in Article  7  hereof, VSDC shall transfer the lent securities from the borrower’s trading securities account to the lender’s trading securities account on VSDC’s system and send confirmation to the borrower’s and the lender’s DMs via the ISO terminal-based gateway to make corresponding records at such DMs. Original documents (Form 04/SBL hereof) confirmed by VSDC shall be sent to the relevant DMs/ DAHs, within 1 working day from the effective date of such recording.
2. Where an ETF authorized participant does not use all lent securities to make a capital contribution or execute creation/redemption transactions and submits to VSDC a loan return file in accordance with the provisions of Article 7 hereof, VSDC shall transfer the lent securities from the borrower (authorized participant)’s blocked securities custody account to the lender’s trading securities account or the borrower’s trading securities account where the loan return is made in cash because the lender is a foreign investor and receiving the lent securities makes his holding exceed the foreign ownership limit. Also, VSDC shall send confirmation to the borrower’s and the lender’s DMs via the ISO terminal-based gateway to make corresponding records at such DMs. Original documents (Form 04/SBL hereof) confirmed by VSDC shall be sent to the relevant DMs/ DAHs, within 1 working day from the effective date of such recording.
Article 21. Block of collaterals

1. The securities provided as collaterals shall be transferred by VSDC from the securities trading account to collateral account of the borrower at VSDC right after the securities borrowing/lending agreement is concluded on the SBL system.

2. The cash provided as collateral shall be blocked on the deposit account of the borrower’s DM opened at a settlement bank before a borrowing/lending agreement is concluded on the SBL system according to the notice sent by VSDC to such settlement bank (Form 15A/SBL hereof).

3. After blocking the collaterals as specified in Clauses (1) and (2) of this Article, VSDC shall send to the borrower via the terminal-based gateway “Confirmation of securities collaterals blocking transfer " (Form 16/SBL hereof) in case of securities collateral and “Cash blocking confirmation” of the settlement bank (Form 17/SBL hereof) in case of cash collateral. Original documents shall  be  sent  to the  relevant  DMs/DAHs  within  1  business  day  from  the  effective   date   of such recording.

Article 22. Release of collaterals

1. The collaterals shall be released immediately after VSDC processes the borrower’s loan return file completely. The borrower shall submit to VSDC a collateral release application, including:
· Documents evidencing the full payment of loan interest to the lender or documents proposing VSDC to deduct the value equivalent to the loan interest from the value of cash collateral to pay the lender and documents evidencing the payment of arising material interests (if any) to lent securities.
· A request for collateral release (Form 18/SBL hereof).

2. Collateralized securities shall be transferred from the securities margin account of the borrower’s DM to that DM’s trading securities account. VSDC shall notify the settlement bank of releasing cash collateral (if any) on  that DM/ DAH’s deposit account at the bank (Forms 15B/SBL and 15C/SBL hereof).

3. After releasing collaterals as stated in Clause 2 of this Article, VSDC shall send the borrower via the terminal-based gateway the " Confirmation for securities collaterals release transfer" (Forms 19A/SBL and 19B/SBL hereof) in case of securities collateral and  a  “Cash  releasing  confirmation”  of  the settlement bank (Forms 20A/SBL and 20B/SBL hereof) in case of cash collateral. Original documents shall be sent to the relevant DMs/ DAHs within 1 working day from the effective date of such recording.

CHAPTER VI

RIGHTS, INTERESTS ON COLLATERALIZED AND LENT

SECURITIES

Article 23. Rights on collaterals

Borrowers are entitled to all rights over collateralized securities and interest arising from cash collateral on deposit account of borrower opened at the settlement bank.
Article 24. Material interests over lent securities

1. Material interests derived from lent securities within the loan period are added in the loan value when liquidating the contract.

2. Unless otherwise agreed, material interests arising from the lent securities are determined as followings:

a. For cash dividends, bond interests and principals:

VR = R x QL x Par value

where:

VR is the amount to be received

R may be the dividend payment rate (as notified  by  the  issuer); bond interests or principals

QL is the quantity of the lent securities

b. For stock dividend, bonus shares, etc., the return shall be made upon one of the two following methods:
i. Delivering all bonus shares, stock dividends received upon the issuer’s notice of right exercise.

ii. Making payment in cash as agreed by the two parties.

c. For additionally-issued securities:
They shall be returned as agreed by the two parties in accordance with  the securities borrowing/lending contract.

3. VSDC shall, on the working day immediately following the record date for any right upon the notice by the issuer, send  a notice to the borrower and the lender of such material interests derived from the lent securities (Form 21/SBL hereof).

4. The return of material interests arising from the lent securities  shall be made by the borrower and the lender as mutually agreed.

5. All rights and obligations of shareholders as stipulated by law belong to securities owners whose names are included in the issuer’s shareholder list.
CHAPTER VII 
ORGANIZATION OF IMPLEMENTATION

Article 25. Implementing provision

1. In the process of implementation, if there is any problem, related parties shall contact with VSDC for instructions and solutions
2. The Chief Executive Officer of VSDC shall decide on amending and supplementing this Guideline after receiving approval from SSC.

